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Independent Auditors’ Report

Board of Trustees
The Boston Ballet, Incorporated
Boston, Massachusetts

We have audited the accompanying statements of The Boston Ballet, Incorporated (the “Ballet”), which comprise the
statements of financial position as of June 30, 2013 and 2012, and the related statements of activities, and cash flows
for the years then ended, and the related notes to the financial statements.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of America; this includes the design, implementation,
and maintenance of internal control relevant to the preparation and fair presentation of financial statements that are
free from material misstatement, whether due to fraud or error.
Auditors’ Responsibility
Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our audits
in accordance with auditing standards generally accepted in the United States of America. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free from
material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditors’ judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the
auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial statements
in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of The Boston Ballet, Incorporated as of June 30, 2013 and 2012, and the changes in net assets and cash flows for the
years then ended in accordance with accounting principles generally accepted in the United States of America.

October 10, 2013
Boston, Massachusetts

THE BOSTON BALLET, INCORPORATED
Statements of Financial Position

June 30,
2013

2012

Assets
Cash and cash equivalents
Short-term investments
Grants and pledges receivable, net
Accounts receivable, net
Prepaid expenses and other current assets
Investments
Charitable remainder trusts
Property and equipment, net

$

214,440 $
3,270,948
2,662,971
212,413
2,250,912
8,587,106
323,408
12,401,906

1,193,888
265,869
4,234,711
542,978
985,995
8,319,755
338,199
10,852,415

$

29,924,104 $

26,733,810

$

1,848,713 $
2,642,750
2,314,090
2,475,000

1,377,367
2,661,917
3,137,174
-

Total liabilities

9,280,553

7,176,458

Net assets:
Unrestricted
Temporarily restricted
Permanently restricted

5,943,137
6,563,459
8,136,955

5,791,252
5,687,008
8,079,092

Total net assets

20,643,551

19,557,352

29,924,104 $

26,733,810

Total assets
Liabilities and Net Assets
Accounts payable and accrued expenses
Advance tuition
Advance ticket sales and sponsorships
Line of credit

Total liabilities and net assets

See accompanying notes to the financial statements.

$
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THE BOSTON BALLET, INCORPORATED
Statements of Activities
Year Ended June 30,
2013
Operating
Revenue:
Ticket sales
School income, tuition and fees
Contracted services, programs and other
Distribution from E. Virginia Williams Trust
Interest and dividend income, net of fees

$

Unrestricted
Board Designated

Plant

2012
Temporarily
Restricted

Total

Permanently
Restricted

Total

Total

10,678,125 $
6,357,366
566,977
93,789
205

- $
-

- $
-

10,678,125 $
6,357,366
566,977
93,789
205

- $
114,190

- $
20,399

10,678,125 $
6,357,366
566,977
93,789
134,794

Total revenue

17,696,462

-

-

17,696,462

114,190

20,399

17,831,051

17,022,743

Expenses:
Production and programs:
Dance school
Artistic department
Administrative expenses
Bad debt expense
Marketing

5,754,112
15,824,402
3,195,957
34,511
4,451,364

-

15,847
536,976
591,951
-

5,769,959
16,361,378
3,787,908
34,511
4,451,364

-

-

5,769,959
16,361,378
3,787,908
34,511
4,451,364

5,572,031
14,340,991
3,247,954
36,574
3,840,551

29,260,346

-

1,144,774

30,405,120

-

-

30,405,120

27,038,101

(11,563,884)

-

(1,144,774)

(12,708,658)

114,190

20,399

(12,574,069)

(10,015,358)

10,632,709
10
632 709
(739,755)
9,892,954

900,000
900
000
900,000

-

11,532,709
11
532 709
(739,755)
10,792,954

33,885,222
885 222
3,885,222

11,500
500
1,500

15,419,431
15
419 431
(739,755)
14,679,676

16,896,241
16
896 241
(882,482)
16,013,759

3,596,085

-

-

3,596,085

(3,596,085)

-

-

-

Total support

13,489,039

900,000

-

14,389,039

289,137

1,500

14,679,676

16,013,759

Bad debt recovery (expense)
Fundraising costs

75,068
(1,603,564)

-

-

75,068
(1,603,564)

-

-

75,068
(1,603,564)

(11,857)
(1,334,221)

11,960,543

900,000

-

12,860,543

289,137

1,500

13,151,180

14,667,681

396,659

900,000

(1,144,774)

151,885

403,327

21,899

577,111

4,652,323

(2,694,264)

-

2,694,264

-

473,124
-

35,964
-

509,088
-

102,874
-

(2,694,264)

-

2,694,264

-

473,124

35,964

509,088

102,874

(2,297,605)

900,000

1,549,490

151,885

876,451

57,863

1,086,199

4,755,197

(5,199,162)

2,100,000

8,890,414

5,791,252

5,687,008

8,079,092

19,557,352

14,802,155

(7,496,767) $

3,000,000 $

5,943,137 $

6,563,459 $

8,136,955 $

20,643,551 $

19,557,352

Total expenses
(Loss) income from operations before support
Support:
Gifts and grants
Less: direct donor benefits
Net gifts and grants
Satisfaction of program restricted donations

Total support, net
Income (loss) from operations
Non-operating activity:
Realized and unrealized gains
on investments
Capital additions
Total non-operating activity
Change in net assets
Net assets at beginning of year
Net assets at end of year

See accompanying notes to the financial statements.

$

10,439,904 $

9,944,068
6,322,214
485,769
95,797
174,895
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THE BOSTON BALLET, INCORPORATED
Statement of Activities
Year Ended June 30, 2012

Operating
Revenue:
Ticket sales
School income, tuition and fees
Contracted services, programs and other
Distribution from E. Virginia Williams Trust
Interest and dividend income, net of fees

$

9,944,068 $
6,322,214
485,769
95,797
(9,672)

Unrestricted
Board Designated
-

$

Plant

Total
- $
-

9,944,068 $
6,322,214
485,769
95,797
(9,672)

Temporarily
Restricted

Permanently
Restricted

- $
162,540

- $
22,027

Total
9,944,068
6,322,214
485,769
95,797
174,895

Total revenue

16,838,176

-

-

16,838,176

162,540

22,027

17,022,743

Expenses:
Production and programs:
Dance school
Artistic department
Administrative expenses
Bad debt expense
Marketing

5,551,305
14,062,973
2,667,887
36,574
3,840,551

-

20,726
278,018
580,067
-

5,572,031
14,340,991
3,247,954
36,574
3,840,551

-

-

5,572,031
14,340,991
3,247,954
36,574
3,840,551

Total expenses

26,159,290

-

878,811

27,038,101

-

-

27,038,101

(Loss) income from operations before support

(9,321,114)

-

(878,811)

(10,199,925)

162,540

22,027

(10,015,358)

Support:
Gifts and grants
Less: direct donor benefits
Net gifts and grants

10,129,156
(882,482)
9,246,674

2,100,000
2,100,000

-

12,229,156
(882,482)
11,346,674

4,665,585
4,665,585

1,500
1,500

16,896,241
(882,482)
16,013,759

2,973,738

-

-

2,973,738

(2,973,738)

-

-

12,220,412

2,100,000

-

14,320,412

1,691,847

1,500

16,013,759

-

-

(11,857)
(1,334,221)

-

-

Satisfaction of program restricted donations
Total support
Bad debt expense
Fundraising costs

(11,857)
(1,334,221)

(11,857)
(1,334,221)

Total support, net

10,874,334

2,100,000

-

12,974,334

1,691,847

1,500

14,667,681

Income (loss) from operations

1,553,220

2,100,000

(878,811)

2,774,409

1,854,387

23,527

4,652,323

(6,674)
(2,866,074)

-

2,866,074

(6,674)
-

92,351
-

17,197
-

102,874
-

(2,872,748)

-

2,866,074

(6,674)

92,351

17,197

102,874

(1,319,528)

2,100,000

1,987,263

2,767,735

1,946,738

40,724

4,755,197

(3,879,634)

-

6,903,151

3,023,517

3,740,270

8,038,368

14,802,155

8,890,414 $

5,791,252 $

5,687,008 $

8,079,092 $

19,557,352

Non-operating activity:
Realized and unrealized gains (losses)
on investments
Capital additions
Total non-operating activity
Change in net assets
Net assets at beginning of year
Net assets at end of year

See accompanying notes to the financial statements.

$

(5,199,162) $

2,100,000

$
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THE BOSTON BALLET, INCORPORATED
Statements of Cash Flows

Years Ended June 30,
2013
2012
Cash flows from operating activities:
Change in net assets

$

Adjustments to reconcile change in net assets to net cash
provided by operating activities:
Depreciation and amortization
Bad debt (recovery) expense
Contributions restricted for long-term investment
Realized and unrealized gains
Investment income restricted for long-term investment
Loss on disposal of assets
Change in:
Grants and pledges receivable
Accounts receivable
Prepaid expenses and other current assets
Accounts payable and accrued expenses
Advance tuition
Advance ticket sales
Net cash provided by operating activities
Cash flows from investing activities:
Capital expenditures
Proceeds from sales and maturities of investments
Purchases of investments
Net cash used in investing activities
Cash flows from financing activities:
Borrowings on line of credit
Payments on long-term debt
Payments on capital lease
Investment income restricted for long-term investment
Proceeds from contributions restricted for long-term investment
Net cash provided by (used in) financing activities
Net increase (decrease) in cash and cash equivalents

See accompanying notes to the financial statements.

$

870,225
48,431
(1,500)
(102,874)
(184,567)
3,707

1,646,808
296,054
(1,264,917)
471,346
(19,167)
(823,084)

(2,520,291)
(331,123)
(260,260)
(269,333)
82,246
770,114

1,966,468

2,859,972

(2,694,264)
15,392,828
(18,141,379)

(2,866,074)
8,101,256
(7,766,818)

(5,442,815)

(2,531,636)

2,475,000
20,399
1,500

(463,193)
(20,760)
184,567
1,500

2,496,899

(297,886)
30,450

1,193,888
$

4,755,197

1,144,773
(40,557)
(1,500)
(509,088)
(20,399)
-

(979,448)

Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

1,086,199

214,440

1,163,438
$

1,193,888
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THE BOSTON BALLET, INCORPORATED
Notes to Financial Statements
Note 1 - Description of Organization and Summary of Significant Accounting Policies
The financial statements of The Boston Ballet, Incorporated (the “Ballet”) include the activities of the Boston
Ballet and the Boston Ballet School. The operations of the Ballet and the School are under the direction of the
Board of Trustees of the Ballet. The Ballet and the School share the primary objective of supporting dance
training, performance and educational programs. Revenue and support are primarily derived from ticket sales,
school tuition and contributed support. Patrons, students and contributors are concentrated in eastern
Massachusetts.
The accompanying financial statements have been prepared on the accrual basis of accounting.
Financial Results and Plans
Over the past five years, through strategic reductions, expense management and philanthropic support, the
organization has reduced its long-term debt from a high of $3,850,000 in 2005 to $0 at the end of June 30,
2012. A financial plan to assure stability was built in prior year under the leadership of the new board chair
and executive director. The financial model is built on aggressive marketing strategies to promote
exceptional art, expanding development activities and controlling cost, with a plan to achieve operational
stability by 2013. A critical strategy of the financial plan was the creation of a “clean slate fund” to invest in
capacity building initiatives, paying down remaining debt, and executing a long-needed deferred maintenance
and renovation project for the Ballet’s headquarters at 19 Clarendon Street. The fund goal was set at
$10,000,000 which was reached at the end of June 30, 2011.
During the years 2013 and 2012, significant accomplishments in fundraising goals have been achieved. A
$5,000,000 goal for an artistic fund to support new works was established and over $4,800,000 had been raised
by the end of June 30, 2013. In addition, a cash reserve goal of $3 million for operating deficits or cash-flow
needs was initiated and has been fully funded as of June 2013. Use of the fund requires Board approval. Finally,
ambitious goals for the upcoming 50th anniversary of the Ballet were established during the year ended June 30,
2013 for fiscal year 2014 expenditures and the majority of these funds have been raised.
Classification of Net Assets
In the accompanying financial statements, the Ballet’s net assets that have similar characteristics have been
combined into the following three categories:
Unrestricted net assets are free of donor-imposed restrictions and include all revenues, expenses, gains
and losses that are not subject to donor-imposed restrictions.
Temporarily restricted net assets include gifts, grants, income, gains and pledges for which donorimposed restrictions have not yet been met (see Note 11). These restrictions can be satisfied by the
passage of time and/or by meeting the purpose restrictions associated with the net asset.
Permanently restricted net assets include gifts and trusts which require that the corpus be invested in
perpetuity in accordance with donor restrictions and gains which have been donor-stipulated to be
permanently invested. Other unexpected appreciation is included in temporarily restricted net assets until
appropriated by the Board.
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THE BOSTON BALLET, INCORPORATED
Notes to Financial Statements
Note 1 - Description of Organization and Summary of Significant Accounting Policies (Continued)
Classification of Net Assets (Continued)
Net assets are released from donor restrictions when expenses are incurred to satisfy the restricted purposes or
by occurrence of other events as specified by donors. Donor-restricted gifts that are received and expended
within the same year are reported as unrestricted revenues.
Gifts, Pledges and Grants
Gifts are recorded at fair value as income in the appropriate net asset category according to donor intent. Fair
value is determined at the original date of recordation as further described in these notes using Level 2 fair
value methods.
Unconditional promises to give are included in the financial statements as pledges receivable and revenue of
the appropriate net asset category. Pledges are recorded at net realizable value. All other contributions are
recognized when received. Gifts of non-cash assets are recorded at their fair value at the date of contribution.
Contributed services are recognized as gifts in kind if the services received create or enhance non-financial
assets or require specialized skills.
Cash and Cash Equivalents
The Ballet considers all highly liquid debt instruments purchased with an original maturity date of three
months or less to be cash equivalents. Cash and cash equivalents held by investment managers are considered
part of marketable and other equity securities. The Ballet maintains its cash in bank deposit accounts which,
at times, may exceed federally insured limits. The Ballet monitors its exposure associated with cash and cash
equivalents and has not experienced any losses in such accounts.
Short-Term Investments
Certificates of deposit with an original maturity greater than three months and less than one year are treated as
short-term investments and are reported at fair value. Short-term investments also include money market
funds and donated securities which are sold shortly after receipt. Donated securities are recorded at fair value
at the time of the gift using Level 1 fair value inputs. Certificates of deposit may at times exceed federal
insured limits and thus subject to similar risks as described above.
Grants and Pledges Receivable
Unconditional promises to give are recorded at fair value when initially pledged. Initial recording for pledges
expected to be collected in one year or more is arrived at by using the present value of a risk adjusted rate to
account for the inherent risk associated with expected future cash flows. The initially recorded fair value is
considered a Level 2 fair value approach. Amortization of the discount is included in gift and grant revenue.
Unconditional promises to give are periodically reviewed to estimate an allowance for doubtful collections.
Management estimates the allowance by review of historical experience and a specific review of collection
trends that differ from plans on individual accounts. Conditional promises to give are not included as support
until the conditions are substantially met.
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THE BOSTON BALLET, INCORPORATED
Notes to Financial Statements
Note 1 - Description of Organization and Summary of Significant Accounting Policies (Continued)
Accounts Receivable
Accounts receivable are carried at their net realizable value. Management estimates the allowance for
doubtful accounts by identifying troubled accounts and by using historical experience applied to an aging of
accounts. Accounts receivable are written off when deemed uncollectible, and recoveries of previously
written off receivables are recorded as revenue when received.
Investments
Investments are recorded in the financial statements at fair value. Fair value is determined per the fair value
policies described later in this section.
Interest, dividends and net gains or losses on investments are reported as increases or decreases in
permanently restricted net assets if the terms of the original gift require that they be applied to the principal of
a permanently restricted endowment fund; as increases or decreases in temporarily restricted net assets if the
terms of the gift and/or relevant state law impose restrictions on the current use of the income or net gains and
losses; and as increases or decreases in unrestricted net assets in all other cases.
Charitable Remainder Trusts
The Ballet is the beneficial owner of charitable remainder trusts. The assets are held and administered by
independent trustees. Contribution revenue is recorded on new gifts at the estimated fair value on the date of
the gift using Level 2 fair value inputs. Subsequent adjustments are made to the value over the term of the
arrangement to deal with changes in life expectancy and other factors that could bear on the remainder value
using the same discount rate over the term of the agreement. Gains or losses resulting from changes in value
of the trusts are included in realized and unrealized gains (losses) on investments in the statement of
activities.
Property and Equipment
Property and equipment are recorded at cost if acquired by purchase and at fair value at the date of the gift if
acquired by gift. Fair value of donated property and equipment is effectively recorded using a Level 3 market
approach. Depreciation is provided for using the straight-line method over the following useful lives:
Building and leasehold improvements
Production sets, costumes and recordings
Furniture and equipment

3 - 40 years
5 - 15 years
3 - 10 years

Repairs are charged against income as incurred; betterments are capitalized. When assets are sold or retired,
the related cost and accumulated depreciation are removed from the respective accounts, and any resulting
gain or loss is credited to or charged against income.
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THE BOSTON BALLET, INCORPORATED
Notes to Financial Statements
Note 1 - Description of Organization and Summary of Significant Accounting Policies (Continued)
Advance Tuition and Advance Ticket Sales
School income consisting of tuition and fees and ticket revenues are recognized as revenue when earned.
School income recorded in advance of classes is deferred and is recognized as the classes are held. Tickets
sold in advance of performances are deferred and are recognized after the related performances are given.
Deferred Sponsorship Revenue
Sponsorships are recorded as revenue in the period of the related sponsored productions.
sponsorship revenue is recorded when received in advance of those sponsored productions.

Deferred

Distributions from E. Virginia Williams Fund
The Ballet receives annual income distributions from the E. Virginia Williams Fund (the “Fund”), which was
established in the early 1980’s. The Ballet records these distributions as income upon receipt. The assets of
the Fund are both held in trust and managed by The Boston Foundation. The Fund was established for the
exclusive benefit of the Ballet in perpetuity, on the condition that the Ballet continues to operate as an exempt
ballet company. If this condition was no longer being met by the Ballet, The Boston Foundation could
redirect these resources; therefore, the Fund has not been recorded as an asset of the Ballet. The market value
of the Fund as of June 30, 2013 and 2012 was approximately $1,934,000 and $1,859,000, respectively.
Advertising
Advertising costs are expensed as incurred. Advertising expense was approximately $2,293,000 and
$1,811,000 for the years ended June 30, 2013 and 2012, respectively.
Tax Status
The Ballet is recognized by the Internal Revenue Service as an organization described in Section 501(c)(3) of
the Internal Revenue Code (the “Code”) and is generally exempt from federal and state income taxes on
related income. Accordingly, no provision for income taxes is made in the financial statements.
Uncertain Tax Positions
The Ballet accounts for the effect of any uncertain tax positions based on a “more likely than not” threshold to
the recognition of the tax positions being sustained based on the technical merits of the position under
scrutiny by the applicable taxing authority. If a tax position or positions are deemed to result in uncertainties
of those positions, the unrecognized tax benefit is estimated based on a “cumulative probability assessment”
that aggregates the estimated tax liability for all uncertain tax positions. The Ballet has identified its tax
status as a tax-exempt entity as a tax position; however, the Ballet has determined that such tax position does
not result in an uncertainty requiring recognition. The Ballet is not currently under examination by any taxing
jurisdiction. Its federal and state income tax returns are generally open for examination for the past 3 years
after the date of filing the related return.

10

THE BOSTON BALLET, INCORPORATED
Notes to Financial Statements
Note 1 - Description of Organization and Summary of Significant Accounting Policies (Continued)
Fair Value Measurements
The Ballet reports required types of financial instruments in accordance with fair value standards. Fair value
standards require an entity to maximize the use of observable inputs (such as quoted prices in active markets)
and minimize the use of unobservable inputs (such as appraisals or valuation techniques) to determine fair
value. Fair value standards also require the Ballet to classify its financial instruments into a three-level
hierarchy, based on the priority of inputs to the valuation technique, as discussed below. Investments and
deposits held by trustees are carried at fair value. Instruments measured and reported at fair value are
classified and disclosed in one of the following categories:
Level 1 – Quoted prices are available in active markets for identical instruments as of the reporting date.
Instruments which are generally included in this category include listed equity and debt securities publicly
traded on a stock exchange.
Level 2 – Pricing inputs are other than quoted prices in active markets, which are either directly or
indirectly observable as of the reporting date, and fair value is determined through the use of models or
other valuation methodologies.
Level 3 – Pricing inputs are unobservable for the instrument and include situations where there is little, if
any, market activity for the instrument. The inputs into the determination of fair value require significant
management judgment or estimation
In some instances, the inputs used to measure fair value may fall into different levels of the fair value
hierarchy. In such instances, an instrument’s level within the fair value hierarchy is based on the lowest level
of input that is significant to the fair value measurement.
Market price is affected by a number of factors, including the type of instrument and the characteristics
specific to the instrument. Instruments, with readily available active quoted prices or for which fair value can
be measured from actively quoted prices, generally will have a higher degree of market price observability
and a lesser degree of judgment used in measuring fair value. It is reasonably possible that changes in values
of these instruments will occur in the near term and that such changes could materially affect amounts
reported in the financial statements.
Functional Allocation of Expenses
The costs of providing the various programs and other activities have been summarized on a functional basis
in the statements of activities. Accordingly, certain costs have been allocated among programs and
supporting services benefited.
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THE BOSTON BALLET, INCORPORATED
Notes to Financial Statements
Note 1 - Description of Organization and Summary of Significant Accounting Policies (Continued)
Use of Estimates
The preparation of financial statements in conformity with generally accepted accounting principles in the
United States of America requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosures of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period. Actual results
could differ from those estimates. Significant management estimates included in the financial statements
relate to reserves for grants, pledges receivable and accounts receivable, useful lives of depreciable assets, and
the allocation of common expenses over program functions.
Subsequent Events
The Ballet has evaluated subsequent events through October 10, 2013, the date that the financial statements
were authorized to be issued.

Note 2 - Grants and Pledges Receivable
Grants and pledges receivable as of June 30 are expected to be realized as follows:

Amounts due in:
Less than one year
One to two years
Two to three years
Three to four years

$

Total due
Less:
Allowance for doubtful accounts
Net present value discount
Grants and pledges receivable, net

$

2013

2012

1,053,484 $
1,732,300
29,200
-

3,328,934
1,002,701
134,800
29,200

2,814,984

4,495,635

100,000
52,013

250,000
10,924

2,662,971 $

4,234,711
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THE BOSTON BALLET, INCORPORATED
Notes to Financial Statements
Note 3 - Investments and Fair Value of Financial Instruments
The following table represents financial assets at June 30, 2013 that the Ballet measures at fair value on a
recurring basis, by level, within the fair value hierarchy:

Description
Short-term investments:
Money market fund
Mutual funds
Certificates of deposit

$

Common stock:
Domestic
International
Corporate bond funds:
Domestic
Government bond funds

Total

Quoted Prices
in Active
Markets
(Level 1)

Portion
Carried at Fair
Value

$

3,000,000
230,619
40,329
3,270,948

$

3,000,000
230,619
3,230,619

Significant
Observable
Inputs
(Level 2)
$

Significant
Unobservable
Inputs
(Level 3)

40,329
40,329

$

-

3,517,486
2,858,084

3,517,486
2,858,084

-

-

1,294,393
917,143
8,587,106

6,375,570

1,294,393
917,143
2,211,536

-

11,858,054

$

9,606,189

$

2,251,865

$

-

The following table represents financial assets at June 30, 2012 that the Ballet measures at fair value on a
recurring basis, by level, within the fair value hierarchy:

Portion
Carried at Fair
Value

Description
Short-term investments:
Mutual funds
Certificates of deposit

$

Cash and cash equivalents
Common stock
Corporate bond funds:
Domestic
International
Government bond funds

Total

$

225,702
40,167
265,869

$

225,702
225,702

Significant
Unobservable
Inputs
(Level 3)

Significant
Observable
Inputs
(Level 2)

Quoted Prices
in Active
Markets
(Level 1)

$

40,167
40,167

$

-

103,142
4,257,972

103,142
4,257,972

-

-

2,534,192
342,658
1,081,791
8,319,755

4,361,114

2,534,192
342,658
1,081,791
3,958,641

-

8,585,624

$

4,586,816

$

3,998,808

$

-
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THE BOSTON BALLET, INCORPORATED
Notes to Financial Statements
Note 3 - Investments and Fair Value of Financial Instruments (Continued)
Investment return consisted of the following for the years ended June 30, 2013 and 2012:
2013
Interest and dividend income (including distributions from
the E. Virginia Williams Fund)
Net realized gains on investments
Net unrealized appreciation (depreciation) of investments
Less investment fees
Net return

2012

$

272,565 $
317,732
177,216
(43,982)

334,917
306,596
(203,722)
(64,225)

$

723,531 $

373,566

Note 4 - Prepaid Expenses and Other Current Assets
Prepaid expenses and other current assets consist of the following at June 30:
2013
Inventory
Prepaid expense - summer school program
Prepaid expense - subscriptions
Prepaid expense - insurance
Prepaid expense - artistic department
Prepaid expense - London tour
Prepaid expense - other
Prepaid expenses and other current assets

2012

$

197,106
449,918
32,539
227,530
144,505
1,160,397
38,917

$

102,281
462,123
97,458
213,062
59,554
51,517

$

2,250,912

$

985,995

Note 5 - Property and Equipment, Net
Property and equipment consists of the following at June 30:
2013
Building and leasehold improvements
Production sets, costumes and recordings
Furniture and equipment

$

$

26,309,086
13,907,180

Less: accumulated depreciation and amortization
Property and equipment, net

14,230,813
8,986,168
3,092,105

2012

$

12,401,906

14,014,134
6,606,690
2,993,998
23,614,822
12,762,407

$

10,852,415
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THE BOSTON BALLET, INCORPORATED
Notes to Financial Statements
Note 5 - Property and Equipment, Net (Continued)
Building and leasehold improvements include the cost of constructing the Ballet’s main operating facility, any
major renovations to the building, and leasehold improvements to the Ballet’s main operating facility and School
facilities in Newton and Marblehead, Massachusetts (see Note 9).

Note 6 - Line of Credit
On August 15, 2012, the Ballet entered into a $3.5 million secured revolving line of credit with a new banking
partner, Century Bank, to support the Ballet’s general business operations. The line is renewed annually at the
bank’s discretion and expires on August 15, 2017. The Ballet agrees that it shall maintain in the account at all
times pledged securities with an aggregate gross value at least equal to $3.5 million. As of June 30, 2013, the line
is secured by market grade investments totaling approximately $4,500,000. The line of credit had an outstanding
balance of $2,475,000 as of June 30, 2013. The interest rate is charged at the lender’s prime rate or LIBOR rate
plus two and a half percent with a floor of 3.00% (3.25% at June 30, 2013). The line of credit is subject to certain
covenants.
The Ballet had a $2.5 million collateralized line of credit to support the Ballet’s general business operations. The
line was secured by endowment assets totaling approximately $2,274,000 as of June 30, 2012. Interest was
charged at the lender’s base rate plus one half of one percent (4.00% at June 30, 2012). The line of credit had an
outstanding balance of $0 at June 30, 2012.
Interest expense was $61,163 and $52,589 for the years ended June 30, 2013 and 2012, respectively.

Note 7 - Long-Term Debt
The Ballet had a long-term debt agreement with a bank that would have matured on January 28, 2014. Interest
was payable quarterly based on a fixed rate of 6.00%. The long-term debt was paid in full during the year ended
June 30, 2012.

Note 8 - Commitments and Contingencies
Leases
The Ballet leases studio, office, warehouse and theater space as well as land on which its main operating
facility is situated under operating leases. The leases expire at various dates through 2021. In August 2010,
the Ballet renegotiated the land lease for the main operating facility which the Ballet has options to renew at
its sole option through 2053. The leases provide for various escalations for operating costs, and in one case,
for fair market adjustment during various periods of the lease term.
Rent expense, including theater rent, was approximately $2,263,000 and $2,192,000 for the years ended June
30, 2013 and 2012, respectively.
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Notes to Financial Statements
Note 8 - Commitments and Contingencies (Continued)
Leases (Continued)
Future minimum lease commitments applicable to operating leases, excluding theater rent, were as follows at
June 30, 2013:

2014
2015
2016
2017
2018
Thereafter

$

1,068,430
1,107,549
1,158,453
1,211,222
1,201,904
21,019,944

$

26,767,502

Legal
The Ballet is subject to various claims and legal proceedings that may arise in the ordinary course of its
business activities. Management believes that any liability that may ultimately result from the resolution of
these matters will not have a material adverse effect on the financial condition of the Ballet.
Union Contracts
The Ballet’s performers are primarily comprised of union employees. The theatres at which the Ballet
performs have collective bargaining agreements directly with IATSE Local #11 which expired on May 31,
2013 and are in the process of renegotiation. The Ballet also has an agreement with American Guild of
Musical Artists which expires on June 30, 2014 and with Boston Musicians’ Association AFM Local 9-535
which expires on August 31, 2015.
Employment Related Agreements
The Ballet has an employment agreement with its artistic director effective through June 30, 2014. The Ballet
also has an employment agreement with its executive director effective through June 30, 2015.
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Notes to Financial Statements
Note 8 - Commitments and Contingencies (Continued)
Charitable Gift Annuity
The Ballet is a second obligator on a charitable gift annuity received as a donation. The annuity is the primary
responsibility of an insurance company. In the event of default, the Ballet will be required to make such
payments; however, as the Ballet believes this is remote, no liability has been recorded.

Note 9 - Pension Plans
The Ballet participates in various union-administered defined contribution pension plans that cover substantially
all of the Ballet’s union employees. The Ballet also has a voluntary tax-sheltered annuity program under Section
403(b) of the Internal Revenue Code covering substantially all non-union full-time employees. The Ballet has not
incurred or made any contributions to the non-union plan during the years ended June 30, 2013 or 2012. The cost
of the union plans amounted to approximately $565,000 and $438,000 for the years ended June 30, 2013 and
2012, respectively.

Note 10 - Components of Temporarily and Permanently Restricted Net Assets
Temporarily Restricted Net Assets
Temporarily restricted net assets are comprised of the following:
Unrealized/realized gains (losses) on permanently restricted investments - In accordance with
standards for accounting for investments and endowment funds held by not-for-profit organizations and
with Massachusetts state law, these amounts represent unappropriated gains on permanently restricted
endowment investments.
Purpose restricted - Amounts received with donor restrictions which have not yet been expended for
their designated purposes.
Time restricted - Amounts designated by donors for use in future periods.
Charitable remainder trusts - Funds held in trust where the assets are held and administered by
independent trustees.
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Notes to Financial Statements
Note 10 - Components of Temporarily and Permanently Restricted Net Assets (Continued)
The following table presents temporarily restricted net assets as of June 30:
2013
Endowment funds:
Accumulated unspent gains:
Boston Ballet Endowment
Bea Barrett Endowment
The Snider Fund
The Wilcott Fund
City Dance Endowment
Artistic Director’s Chair Endowment
Tatiana Gardner Scholarship
Krupp Contemporary Dance Fund
CDE Cathryn Keith Scholarship Fund

$

Total temporarily restricted endowment funds
Purpose restricted:
School
Performance and venue
Building
Dancer transition

Time restricted:
Charitable remainder trust
Pledges receivable

Total temporarily restricted net assets

$

30,796
559,795
10,544
7,798
18,191
142,085
1,470
161,451
38,989

2012

$

36,783
439,455
10,122
7,090
14,268
110,812
1,153
130,719
26,443

971,119

776,845

45,899
2,275,321
13,853
270,888

54,809
20,028
262,416

2,605,961

337,253

323,408
2,662,971

338,199
4,234,711

2,986,379

4,572,910

6,563,459

$

5,687,008
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Notes to Financial Statements
Note 10 - Components of Temporarily and Permanently Restricted Net Assets (Continued)
The following table presents permanently restricted net assets as of June 30:
2013
Endowment funds:
Beatrice H. Barrett Performance Fund
Boston Ballet Endowment
Bradley C. Higgins Ballet Endowment
The Snider Fund
The Wilcott Fund
City Dance Endowment
Artistic Director’s Chair Endowment
Tatiana Gardner Scholarship
Krupp Contemporary Dance Fund
CDE Cathryn Keith Scholarship Fund
Total permanently restricted net assets

2012

$

3,711,144
462,794
1,397,840
5,174
18,585
127,959
1,022,861
10,348
1,000,089
380,161

$

3,711,144
462,794
1,339,977
5,174
18,585
127,959
1,022,861
10,348
1,000,089
380,161

$

8,136,955

$

8,079,092

Under the terms of the Beatrice H. Barrett Performance Fund, the Ballet is allowed to withdraw up to 20% of the
Fund at any time to fund current expenditures that further the expressed purposes of the bequest that established
this Fund. Alternatively, the Ballet has the option of pledging 20% of the Fund as collateral for a loan or loans
rather than drawing directly against the Fund. Any amounts withdrawn from the Fund must be restored to the
Fund as soon as practicable. During the years ended June 30, 2013 and 2012, the Ballet had $520,968 of funds
borrowed against the Fund.
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Notes to Financial Statements
Note 11 - Net Assets and Endowment Matters
Unrestricted Net Assets
Unrestricted net assets are comprised of the following:
Plant - The value of buildings and equipment, net of depreciation, used in the Ballet’s operations. This
amount is offset by outstanding liabilities related to the assets, such as bond debt.
Board designated - Funds set aside by the Board of Trustees for strategic purposes to support operations.
These amounts may only be used with the approval of the Board of Trustees.
Operating - Discretionary funds available for carrying on the operating activities of the Ballet.
2013
Plant
Board designated
Operating

2012

$

10,439,904 $
3,000,000
(7,496,767)

8,890,414
2,100,000
(5,199,162)

$

5,943,137 $

5,791,252

The following is the composition of endowment assets and those functioning as endowment assets by net asset
class as of June 30, 2013:

Temporarily
Restricted

Unrestricted
Donor-restricted endowment
funds
Total funds

Permanently
Restricted

Total

$

-

$

971,119

$

7,615,987 $

8,587,106

$

-

$

971,119

$

7,615,987 $

8,587,106

The following is the composition of endowment assets and those functioning as endowment assets by net asset
class as of June 30, 2012:

Temporarily
Restricted

Unrestricted
Donor-restricted endowment
funds
Total funds

Permanently
Restricted

Total

$

-

$

776,845

$

7,558,125 $

8,334,970

$

-

$

776,845

$

7,558,125 $

8,334,970
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Note 11 - Net Assets and Endowment Matters (Continued)
The following represents required disclosure relative to the composition of endowment assets and those
functioning as endowment assets at June 30:

Temporarily
Restricted
Net Assets

Unrestricted
Net Assets
Endowment assets and those functioning
as endowment assets, beginning of year

$

Gifts and additions

- $

2013
Permanently
Restricted
Net Assets

776,845 $

7,558,125 $

2012

Total

8,334,970

Total

$

8,242,885

-

-

6,451

6,451

11,000

-

170,160

23,204

193,364

238,337

-

413,372

28,207

441,579

63,204

-

583,532

51,411

634,943

301,541

Expenditures:
Amounts appropriated for operations
Total expenditures

-

(389,258)
(389,258)

(389,258)
(389,258)

(220,456)
(220,456)

Change in endowment assets and those
functioning as endowment assets

-

194,274

252,136

92,085

Long-term investment returns:
Interest and dividends
Net realized and unrealized gains (losses),
net of investment management fees of
$43,982 and $64,225 for the years ended
June 30, 2013 and 2012, respectively
Total long-term investment returns

Endowment assets and those functioning
as endowment assets, end of year

$

-

$

971,119 $

57,862
7,615,987 $

8,587,106

$

8,334,970
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Note 11 - Net Assets and Endowment Matters (Continued)
The following represents required disclosure relative to the composition of endowment assets and those
functioning as endowment assets at June 30:
2012
Temporarily
Restricted
Net Assets

Unrestricted
Net Assets
Endowment assets and those functioning
as endowment assets, beginning of year

$

Gifts and additions
Long-term investment returns:
Interest and dividends
Net realized and unrealized gains (losses),
net of investment management fees of
$64,225 for the year ended June 30, 2012
Total long-term investment returns
Expenditures:
Amounts appropriated for operations
Total expenditures
Change in endowment assets and those
functioning as endowment assets
Endowment assets and those functioning
as endowment assets, end of year

$

-

$

735,440

Permanently
Restricted
Net Assets

$

7,507,445

Total

$

8,242,885

-

-

11,000

11,000

-

214,651

23,686

238,337

-

47,210

15,994

63,204

-

261,861

39,680

301,541

-

(220,456)

-

(220,456)

-

(220,456)

-

(220,456)

-

41,405

-

$

776,845

50,680
$

7,558,125

92,085
$

8,334,970

The investment return appropriated from temporarily restricted to unrestricted for operations was approximately
$389,000 and $220,000 for the years ended June 30, 2013 and 2012, respectively.
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Note 11 - Net Assets and Endowment Matters (Continued)
Endowment
The Ballet’s endowment consists of approximately ten individual funds established for a variety of purposes.
Its endowment includes both donor-restricted endowment funds and funds designated by the Board of
Trustees to function as endowments. As required by accounting principles generally accepted in the United
States of America, net assets associated with endowment funds, including funds designated by the Board of
Trustees to function as endowments, are classified and reported based on the existence or absence of donorimposed restrictions.
Interpretation of Relevant Law and Spending Policy
The Ballet classifies as permanently restricted net assets: (a) the original value of gifts donated to the
permanent endowment, (b) the original value of subsequent gifts to the permanent endowment, and (c)
accumulations to the permanent endowment made in accordance with the direction of the applicable donor
gift instrument at the time the accumulation is added to the fund. The remaining portion of the donorrestricted endowment fund that is not classified in permanently restricted net assets is classified as temporarily
restricted net assets until those amounts are appropriated for expenditure by the Ballet in a manner consistent
with the standard of prudence prescribed by state law.
State law allows the Board of Trustees to appropriate a percentage of net asset appreciation as is prudent
considering the Ballet’s long- and short-term needs, present and anticipated financial requirements, expected
total return on its investments, price level trends and general economic conditions. The Ballet employed a
spending policy equal to 4-5% of the endowment as approved by the Board of Trustees.
Funds with Deficiencies
From time to time, the fair value of assets associated with the individual donor-restricted endowment funds
may fall below the level that the donor requires the Ballet to retain as a fund of perpetual duration. In
accordance with accounting principles generally accepted in the United States of America,, deficiencies of
this nature are reported in unrestricted net assets. There were no such deficiencies as of June 30, 2013 or
2012.
Return Objectives and Risk Parameters
The Ballet’s investment portfolio is managed to provide for the long-term support of the Ballet. Accordingly,
these funds are managed with disciplined longer-term investment objectives and strategies designed to meet
future cash flow needs and spending requirements. Management of the assets is designed to attain the
maximum total return consistent with acceptable and agreed upon levels of risk. It is the goal of the aggregate
long-term investments to generate a long-term target rate of return of at least 4.5%, which would meet the
annual spending rate (4-5% depending upon the endowment), and provide for inflation, fees and real growth.
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Note 11 - Net Assets and Endowment Matters (Continued)
Strategies of Employer for Achieving Objectives
To satisfy its long-term rate-of-return objectives, the Ballet relies on a total return strategy in which
investment returns are achieved through both capital appreciation (realized and unrealized) and current yield
(interest and dividends). The Ballet targets an asset allocation strategy wherein assets are diversified among
several asset classes. The pursuit of maximizing total return is tempered by the need to minimize the
volatility of returns and preserve capital. As such, the Ballet seeks broad diversification among assets having
different characteristics with the intent to endure lower relative performance in strong markets in exchange for
greater downside protection in weak markets.

Note 12 - Cash Flows Information
Cash paid for interest totaled $61,163 and $52,589 for the years ended June 30, 2013 and 2012, respectively.
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