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SMITH+HOWARD PC

INDEPENDENT AUDITORS’ REPORT

To the Board of Trustees
Atlanta Ballet, Inc.

Opinion

We have audited the accompanying financial statements of Atlanta Ballet, Inc. (the “Organization”) (a
nonprofit organization), which comprise the statements of financial position as of July 31, 2023 and 2022,
and the related statements of activities and changes in net assets, functional expenses and cash flows for
the years then ended, and the related notes to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Organization as of July 31, 2023 and 2022, and the change in net assets and cash flows for
the years then ended in accordance with accounting principles generally accepted in the United States of
America (“GAAP”).

Basis for Opinion

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

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with GAAP; 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.

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about the Organization’s ability to continue
as a going concern for one year after the date of this report.

Auditors’ Responsibilities for the Audit of the Financial Statements

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

404.874.6244 | smith-howard.com
271 17th Street, NW | Suite 1600 | Atlanta, GA 30363



In performing an audit in accordance with GAAS, we:

Exercise professional judgment and maintain professional skepticism throughout the audit.

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

Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Organization’s internal control. Accordingly, no such opinion is expressed.

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

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

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

Emphasis of Matter — Realization of Assets

At July 31, 2023, the Organization has experienced a decrease in net assets from operations. This
reflects a deficit in resources available to fund the 2024 fiscal year operations. Management’s evaluation
of events and conditions and management’s plans regarding this matter are described in Note 10. Our
opinion is not modified with respect to that matter.

SJW\AJKD\» Condh -\& DW‘WL

Atlanta, GA
February 9, 2024



ATLANTA BALLET, INC.
STATEMENTS OF FINANCIAL POSITION
JULY 31, 2023 AND 2022

ASSETS
023 022
Assets
Cash and cash equivalents $ 373,548 $ 784,210
Restricted cash 90,284 1,001,213
Receivables, net of allowance for doubtful accounts of
$3,506 and $3,654 for 2023 and 2022, respectively 13,886 8,137
Employee Retention Tax Credit receivable (Note 1) 826,890 440,394
Unconditional promises to give, net 190,665 705,658
Prepaid expenses and other assets 953,605 762,387
Production development, net 14,599 29,914
Endowment 1,550,175 1,559,513
Property and equipment, net 12,069,497 12,393,759
Right-of-use asset, net - operating 420,642 -
Right-of-use asset, net - financing 232,932 -
Total Assets $ 16,736,723 $ 17,685,185
LIABILITIES AND NET ASSETS
Liabilities
Accounts payable and accrued expenses $ 737,377 $ 456,547
Contract liabilities 1,511,232 1,304,392
Refundable advance 407,880 407,880
Promissory notes 1,650,000 1,650,000
Operating lease liability 427,120 -
Financing lease liability 235,950 -
Total Liabilities 4,969,559 3,818,819
Net Assets
Without donor restrictions 8,640,583 10,676,876
With donor restrictions 3,126,581 3,189,490
Total Net Assets 11,767,164 13,866,366
Total Liabilities and Net Assets $ 16,736,723 $ 17,685,185

The accompanying notes are an integral part of these financial statements.
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ATLANTA BALLET, INC.
STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS
YEAR ENDED JULY 31, 2023

Revenues and Other Support
Nutcracker ticket sales
Other ticket sales

Centre for Dance Education and Outreach fees

Contributions and grants
Employee Retention Tax Credit (Note 1)
Special events, net direct donor expense
of $303,125
Investment gain, net of investment fees
Merchandise sales
Less: cost of sales
Other income
Net assets released from restrictions

Total Revenues and Other Support
Expenses
Program services:
Production

Centre for Dance Education and Outreach
Marketing and box office

Total program services
Supporting services:

Management and general
Fundraising and development

Total supporting services
Total Expenses

Change in Net Assets Before Depreciation
and Amortization

Depreciation and Amortization
Change in Net Assets

Net Assets, Beginning of Year

Net Assets, End of Year

Without Donor With Donor
Restrictions Restrictions Total
2,267,960 - $ 2,267,960
1,099,375 - 1,099,375
1,935,415 - 1,935,415
3,599,586 533,242 4,132,828
393,914 - 393,914
196,189 - 196,189
- 84,392 84,392
292,224 - 292,224
(143,097) - (143,097)
135,522 - 135,522
680,543 (680,543) -
10,457,631 (62,909) 10,394,722
6,173,936 - 6,173,936
2,073,908 - 2,073,908
1,484,567 - 1,484,567
9,732,411 - 9,732,411
1,539,627 - 1,539,627
589,014 - 589,014
2,128,641 - 2,128,641
11,861,052 - 11,861,052
(1,403,421) (62,909) (1,466,330)
632,872 - 632,872
(2,036,293) (62,909) (2,099,202)
10,676,876 3,189,490 13,866,366
8,640,583 $ 3,126,581 $ 11,767,164

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



ATLANTA BALLET, INC.
STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS
YEAR ENDED JULY 31, 2022

Revenues and Other Support
Nutcracker ticket sales
Other ticket sales

Centre for Dance Education and Outreach fees

Contributions and grants
Paycheck Protection Program (Note 1)
Employee Retention Tax Credit (Note 1)
Shuttered Venue Operators Grant (Note 1)
Special events, net direct donor expense
of $371,622
Investment loss, net of investment fees
Merchandise sales
Less: cost of sales
Other income

Net assets released from restrictions
Total Revenues and Other Support
Expenses and Other Losses
Program services:
Production
Centre for Dance Education and Outreach

Marketing and box office
Total program services

Supporting services:
Management and general

Fundraising and development
Total supporting services

Total Expenses

Change in Net Assets Before Depreciation
and Amortization

Depreciation and Amortization
Change in Net Assets

Net Assets, Beginning of Year

Net Assets, End of Year

Without Donor With Donor
Restrictions Restrictions Total
2,236,469 - 2,236,469
781,208 - 781,208
1,847,467 - 1,847,467
2,227,153 696,585 2,923,738
1,124,902 - 1,124,902
443,695 - 443,695
1,182,133 - 1,182,133
109,404 - 109,404
- (129,396) (129,396)
337,735 - 337,735
(149,881) - (149,881)
226,179 - 226,179
358,469 (358,469) -
10,724,933 208,720 10,933,653
5,728,402 - 5,728,402
2,173,811 - 2,173,811
1,472,188 - 1,472,188
9,374,401 - 9,374,401
1,556,991 - 1,556,991
551,976 - 551,976
2,108,967 - 2,108,967
11,483,368 - 11,483,368
(758,435) 208,720 (549,715)
671,271 - 671,271
(1,429,706) 208,720 (1,220,986)
12,106,582 2,980,770 15,087,352
10,676,876 $ 3,189,490 13,866,366

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



Salaries and benefits
Payroll taxes and benefits
Total Personnel

Office supplies

Performance hall expenses
Interest expense

Postage

Credit card processing expenses
Music purchases and royalties
Production expense

Costumes

Equipment rental and maintenance
Facility expenses and maintenance
Telemarketing

Student programs

Photography

Printing

Travel expenses

Janitorial services and supplies
Advertising and public relation
Mailings

Cultivation

Insurance

Utilities and telephone
Professional services

Dues and subscriptions

Human resource expense

Bad debt

Other

Total Expenses Before Depreciation

and Amortization
Depreciation and Amortization

Total Expenses After Depreciation

and Amortization

ATLANTA BALLET, INC.
STATEMENT OF FUNCTIONAL EXPENSES
YEAR ENDED JULY 31, 2023

Centre for
Dance Marketing Total Fundraising Total
Education and Program Management and Supporting Total
Production and Outreach Box Office Services and General Development Services Expenses
$ 2,812,095 $ 934,681 §$ 454,224 $ 4,201,000 $ 674,927 $ 302,420 $ 977,347 $ 5,178,347
803,390 223,798 120,097 1,147,285 101,473 45,640 147,113 1,294,398
3,615,485 1,158,479 574,321 5,348,285 776,400 348,060 1,124,460 6,472,745
132 5,338 2,054 7,524 3,462 4,044 7,506 15,030
332,413 - 67,500 399,913 - - - 399,913
- - - - 110,799 - 110,799 110,799
28,359 547 20,089 48,995 - 865 865 49,860
- 57,850 31,263 89,113 11,272 13,408 24,680 113,793
84,900 - - 84,900 - - - 84,900
1,359,326 369 - 1,359,695 - 35,482 35,482 1,395,177
37,526 - - 37,526 - - - 37,526
37,009 500 816 38,325 57,077 - 57,077 95,402
9,749 353,572 - 363,321 55,269 - 55,269 418,590
- - 29,501 29,501 - - - 29,501
- 231,361 - 231,361 - - - 231,361
- - 31,062 31,062 - 2,403 2,403 33,465
35 - 4,557 4,592 - 32,498 32,498 37,090
112,176 18,899 - 131,075 1,735 1,958 3,693 134,768
- 37,052 - 37,052 46,309 - 46,309 83,361
- - 614,534 614,534 9,226 2,999 12,225 626,759
- - 45,431 45,431 - - - 45,431
- 746 - 746 - 91,599 91,599 92,345
5,541 - - 5,541 98,599 - 98,599 104,140
2,776 45,216 - 47,992 89,467 - 89,467 137,459
502,317 162,675 55,089 720,081 163,708 25,890 189,598 909,679
- 1,304 350 1,654 3,953 8,400 12,353 14,007
- - - - 3,787 - 3,787 3,787
- - - - - 11,607 11,607 11,607
46,192 - 8,000 54,192 108,564 9,801 118,365 172,557
6,173,936 2,073,908 1,484,567 9,732,411 1,539,627 589,014 2,128,641 11,861,052
328,248 4,971 - 333,219 299,653 - 299,653 632,872
$ 6,502,184 $ 2,078,879 $ 1,484,567 $ 10,065,630 $ 1,839,280 $ 589,014 § 2,428,294 § 12,493,924

The accompanying notes are an integral part of these financial statements.
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ATLANTA BALLET, INC.
STATEMENT OF FUNCTIONAL EXPENSES
YEAR ENDED JULY 31, 2022

Centre for
Dance Marketing Total Fundraising Total
Education and Program Management and Supporting Total
Production and Outreach Box Office Services and General Development Services Expenses

Salaries and benefits 2,627,854 $ 1,075,609 $ 504,206 $ 4,207,669 $ 650,928 $ 288,708 $ 939,636 5,147,305
Payroll taxes and benefits 770,526 222,596 123,597 1,116,719 100,423 56,143 156,566 1,273,285

Total Personnel 3,398,380 1,298,205 627,803 5,324,388 751,351 344,851 1,096,202 6,420,590
Office supplies - 9,235 963 10,198 3,456 1,576 5,032 15,230
Performance hall expenses 355,035 - 86,517 441,552 - 3,194 3,194 444 746
Interest expense - - - - 94,482 - 94,482 94,482
Postage 21,403 482 16,038 37,923 1,042 1,220 2,262 40,185
Credit card processing expenses - 53,682 34,509 88,191 - 6,015 6,015 94,206
Music purchases and royalties 82,235 - - 82,235 - - - 82,235
Production expense 1,386,401 - - 1,386,401 - 142,127 142,127 1,528,528
Costumes 27,420 - - 27,420 - - - 27,420
Equipment rental and maintenance 41,098 1,154 4,878 47,130 51,397 - 51,397 98,527
Facility expenses and maintenance - 346,804 - 346,804 49177 - 49177 395,981
Telemarketing - - 12,161 12,161 - - - 12,161
Student programs - 230,645 - 230,645 - - - 230,645
Scholarship - 1,760 - 1,760 - - - 1,760
Photography - 1,000 30,526 31,526 - 810 810 32,336
Printing 124 - 6,578 6,702 - 27,903 27,903 34,605
Travel expenses 88,823 10,496 - 99,319 4,220 10 4,230 103,549
Janitorial services and supplies - 32,679 - 32,679 37,130 - 37,130 69,809
Advertising and public relation - 2,698 527,146 529,844 10,385 629 11,014 540,858
Mailings - - 39,702 39,702 - - - 39,702
Cultivation - 185 - 185 122 2,468 2,590 2,775
Insurance 5,250 - - 5,250 88,529 - 88,529 93,779
Utilities and telephone - 37,200 - 37,200 78,481 - 78,481 115,681
Professional services 319,732 144,810 82,867 547,409 153,333 350 153,683 701,092
Dues and subscriptions - 2,776 500 3,276 10,628 22,940 33,568 36,844
Human resource expense - - - - 105,363 - 105,363 105,363
Bad debt recoveries - - - - - (12,706) (12,706) (12,706)
Other 2,501 - 2,000 4,501 117,895 10,589 128,484 132,985

Total Expenses Before Depreciation

and Amortization 5,728,402 2,173,811 1,472,188 9,374,401 1,556,991 551,976 2,108,967 11,483,368

Depreciation and Amortization 344,122 60,898 - 405,020 266,251 - 266,251 671,271

Total Expenses After Depreciation

and Amortization 6,072,524 $ 2,234,709 $ 1,472,188 $ 9,779,421 $ 1,823,242 § 551,976 § 2,375,218 $§ 12,154,639

The accompanying notes are an integral part of these financial statements.
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ATLANTA BALLET, INC.
STATEMENT OF CASH FLOWS
YEARS ENDED JULY 31, 2023 AND 2022

Cash Flows from Operating Activities:
Change in Net Assets
Adjustments to Reconcile Change in Net Assets
to Net Cash Required by Operating Activities:
Depreciation and amortization
Bad debt expense (recoveries)
Operating lease expense
Payments on operating lease liabilities
Contributions restricted for endowment
Net realized and unrealized (gain) loss on investments
Changes in assets and liabilities:
Receivables
Employee Retention Tax Credit receivable (Note 1)
Unconditional promises to give
Prepaid expenses and other assets
Accounts payable and accrued expenses
Contract liabilities
Refundable advance

Total adjustments
Net Cash Required by Operating Activities

Cash Flows from Investing Activities:
Acquisition of property and equipment
Proceeds from the sale of property and equipment
Purchase of investments
Proceeds from the sale of investments

Net Cash Required by Investing Activities

Cash Flows from Financing Activities:
Payments on financing lease liability
Contributions restricted for endowment

Net Cash Provided (Required) by Financing Activities
Change in Cash and Cash Equivalents and Restricted Cash
Decrease to cash and cash equivalents

Increase (Decrease) to restricted cash
Net Decrease in Cash and Cash Equivalents and Restricted Cash

Cash and Cash Equivalents and Restricted Cash at Beginning of Year
Cash and Cash Equivalents and Restricted Cash at End of Year

Supplemental Disclosure of Cash Flow Information:
Cash paid for interest

Reconciliation of Cash and Cash Equivalents to the Statement of Financial Position:

Cash and cash equivalents
Restricted cash

Schedule of Non-Cash Financing Activity:

2023 2022
$ (2,099,202) $ (1,220,986)
632,872 671,271
11,607 (12,706)
111,171 -
(104,693) -
- (185,000)

(40,650) 168,269
(5,749) (239)
(386,496) (176,991)
503,386 575,057
(191,218) 131,900
280,830 (142,959)
206,840 233,101

- (2,307,036)
1,017,900 (1,045,333)
(1,081,302)  (2,266,319)
(259,040) (150,122)
- 100,000

(30,863) (219,352)
80,851 82,785
(209,052) (186,689)
(31,237) -

- 185,000

(31,237) 185,000
(410,662)  (2,598,034)
(910,929) 230,026
(1,321,591)  (2,368,008)
1,785,423 4,153,431
$ 463,832 1,785,423
$ 110,799 94,482
$ 373,548 784,210
90,284 1,001,213

$ 463,832 1,785,423

See Notes 1 and 6 for non-cash disclosures related to the right-of-use asset and operating lease liability obligation.

The accompanying notes are an integral part of these financial statements.
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ATLANTA BALLET, INC.
NOTES TO FINANCIAL STATEMENTS
JULY 31, 2023 AND 2022

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization

The Atlanta Ballet, Inc. (the “Organization”) was formed in 1929 and incorporated under the laws of
the state of Georgia in 1969. The purpose of the Organization is to actively serve the Atlanta
community by providing enlightened arts education opportunities, inspire a diversity of audiences with
a broad stylistic range of dance repertoire and to honor our past and contribute to the legacy of the
art of ballet in an enduring way. The Organization's revenue is generated primarily through ticket
sales to the general public and tuition from students. Additional sources of revenue include support
from contributions and grants from corporations, foundations and individuals.

Basis of Accounting

The Organization follows accounting standards set by the Financial Accounting Standards Board
(“FASB”). The FASB sets accounting principles generally accepted in the United States of America
(“GAAP”).

Adoption of New Accounting Policies

Effective August 1, 2022, the Organization adopted Accounting Standards Update (“ASU”) 2016-02,
Leases (Topic 842). The objective of this ASU is to increase transparency and comparability in
financial reporting by requiring statement of financial position recognition of leases and note
disclosure of certain information about lease arrangements. The Organization adopted ASU 2016-02
using the modified retrospective method. This method allows the standard to be applied
retrospectively through a cumulative catch-up adjustment to net assets recognized upon adoption, if
necessary. Adoption of ASU 2016-02 did not result in changes to the Organization’s beginning net
asset balance. Additionally, upon adoption, the Organization elected to use risk-free discount rate
(United States Treasury Yield Curve Rate), an option only available to private entities, when
calculating the present value of future lease payments and has made an accounting policy election
to not recognize lease assets and lease liabilities for leases with terms of 12 months or less. Adoption
of this ASU did result in the recording right-of-use (“ROU”) assets and financing lease liabilities.

Adoption of this ASU resulted in the Organization recording right-of-use (“ROU”) assets of $519,120
and corresponding operating lease liability of $519,120 on August 1, 2022, which represented the
present value of future lease payments on the Organization’s warehouse and dance studio further
detailed in Note 6 at the date of adoption.

As discussed further in Note 6, during 2023, the Organization entered into financing leases totaling
$267,187 which represented the present value of future lease payments on the Organization’s
computer equipment lease at the date of acquisition of the computer equipment.

Reclassifications

Certain reclassifications have been made to the 2022 financial statements to conform with the 2023
presentation.
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ATLANTA BALLET, INC.
NOTES TO FINANCIAL STATEMENTS
JULY 31, 2023 AND 2022

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Presentation
Net assets, along with revenues, expenses, gains and losses, are classified based on the existence
or absence of donor-imposed restrictions. Accordingly, the net assets of the Organization and
changes therein are classified and reported as follows:
o Net Assets Without Donor Restrictions — Net assets that are not subject to donor-imposed

restrictions and may be expended for any purpose in performing the primary objectives of the
Organization.

o Net Assets with Donor Restrictions — Net assets subject to donor-imposed restrictions. Some
donor-imposed restrictions are temporary in nature, such as those that will be met by the
passage of time or other events specified by the donor. Other donor-imposed restrictions are
perpetual in nature, where the donor stipulates that such resources be maintained in perpetuity.

Cash and Cash Equivalents

The Organization considers all highly liquid investments, except for those held for long-term
investment, with maturities of three months or less when purchased to be cash equivalents.

Risks and Uncertainties

The Organization’s financial instruments that are exposed to concentrations of credit risk consist
primarily of cash and cash equivalents, receivables, unconditional promises to give and investments.
At times, cash and cash equivalent balances exceed federally insured amounts. The Organization
believes it reduces risks associated with balances in excess of federal insured amounts by
maintaining its cash with major financial institutions with sound financial standing. Management
continually monitors receivable and unconditional promises to give balances and believes that its
exposure to credit risk is limited. Investment securities are exposed to various risks, such as interest
rate risk, market risk and credit risk. If liquidity issues arise in the global credit and capital markets, it is
at least reasonably possible that these changes in risks could materially affect the amounts reported in
the accompanying financial statements.

Endowment

FASB requires the following financial statement disclosures for the Organization for the years ended
July 31, 2023 and 2022:

e Classification of net assets

Endowment funds are used to account for investments in which the principal is donor restricted
or Board-designated for a specific purpose.
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ATLANTA BALLET, INC.
NOTES TO FINANCIAL STATEMENTS
JULY 31, 2023 AND 2022

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Endowment (Continued)

Interpretation of Relevant Law

The Organization has interpreted the Uniform Prudent Management of Institutional Funds Act
(UPMIFA) under the state of Georgia as requiring the preservation of the fair value of the original
gift as of the gift date of the donor-restricted endowment funds absent explicit donor stipulations
to the contrary. As a result of this interpretation, the Organization retains in perpetuity (a) the
original value of gifts donated to the endowment, (b) the original value of subsequent gifts to the
endowment, and (c) accumulations to the endowment made in accordance with the direction of
the applicable donor gift instrument at the time the accumulation is added to the fund.

Donor-restricted amounts not retained in perpetuity are subject to appropriation for expenditures
by the Organization in a manner consistent with the standard of prudence prescribed by UPMIFA.
In accordance with UPMIFA, the Organization considers the following factors in making a
determination to appropriate or accumulate donor-restricted endowment funds:

(1) The duration and preservation of the fund.

(2) The purposes of the Organization and the donor-restricted endowment fund.
(3) General economic conditions.

(4) The possible effect of inflation and deflation.

(5) The expected total return from income and the appreciation of investments.
(6) Other resources of the Organization.

(7) The investment policies of the Organization.

Return Objectives and Risk Parameters

The Organization has adopted investment and spending policies for endowment assets that
attempt to provide a predictable stream of funding to programs supported by its endowment while
seeking to maintain the purchasing power of the endowment assets. Endowment assets include
those assets of donor-restricted funds that the Organization must hold in perpetuity or for a donor-
specified period(s) as well as board-designated funds. Under this policy, as approved by the
Organization, the endowment assets are invested in a manner to attain an average annual real
total return, net of investment management fees, of at least 5% over the long term. The annual
real return should equal or exceed the spending rate indicated in the Organization’s spending
policy described below. Actual returns in any given year may vary from this amount.

Strategies Employed for Achieving Objectives
To satisfy its long-term rate-of-return objectives, the Organization 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 Organization targets a diversified asset
allocation to achieve its long-term return objectives within prudent risk constraints.
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ATLANTA BALLET, INC.
NOTES TO FINANCIAL STATEMENTS
JULY 31, 2023 AND 2022

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Endowment (Continued)

Spending Policy

The Organization has a spending policy approved by the Organization’s Board of Trustees that is
designed to ensure that the real value of both the funds and of the spending stream is maintained
over time. The Organization may draw an amount on the endowment net asset value equal to 5%
of the fiscal 12 month average.

Underwater Endowment Funds

The Organization considers a fund to be underwater if the fair value of the fund is less than the
sum of (a) the original value of initial and subsequent gift amounts donated to the fund and (b)
any accumulations to the fund that are required to be maintained in perpetuity in accordance with
the direction of the applicable donor gift instrument. The Organization complied with the Georgia
Prudent Management of Institutional Funds Act, an enacted version of UPMIFA, and has
interpreted UPMIFA to permit spending from underwater endowment funds at July 31, 2023. From
time to time, the fair value of assets associated with individual donor restricted endowment funds
may fall below the level that the donor or UPMIFA requires the organization to retain as a fund of
perpetual duration. At July 31, 2023 and 2022, the Organization had a total corpus of $1,705,397.
The fair value at July 31, 2023 and 2022, was $1,550,175 and $1,559,513, respectively.
Therefore, total deficiencies at July 31, 2023 and 2022 were $155,222 and $145,884,
respectively, and were reported in net assets with donor restrictions.

Changes in endowment net assets for years ended July 31, 2023 and 2022 are as follows:

Endowment net assets, July 31, 2021 $
Contributions collected

Investment loss, net

Earnings used in operations
Endowment net assets, July 31, 2022
Investment gain, net

Earnings used in operations - (93,730) (93,730)

Endowment net assets, July 31, 2023

Without Donor With Donor
Restrictions Restrictions Total

$ 1,591,215 $ 1,591,215
185,000 185,000
(129,396) (129,396)
(87,306) (87,306)
1,559,513 1,559,513
84,392 84,392

A
1

$ 1,550,175 $ 1,550,175
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ATLANTA BALLET, INC.
NOTES TO FINANCIAL STATEMENTS
JULY 31, 2023 AND 2022
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Production Development

Production development includes artistic licenses for various productions. The Organization has the
right to perform the productions over the license periods that range from two to seven years. The
Organization’s policy is to amortize artistic licenses over the applicable license period. For the years
ended July 31, 2023 and 2022, production development amortization expense was $15,315 and
$37,154, respectively.

Fair Values Measured on Recurring Basis

FASB establishes a fair value hierarchy that prioritizes the inputs to valuation techniques used to
measure fair value. The hierarchy gives the highest priority to unadjusted quoted prices in active
markets for identical assets or liabilities (Level 1 measurement) and the lowest priority to
unobservable inputs in which little or no market data exists (Level 3 measurements).

The three levels of the fair value hierarchy are described below:

Basis of Fair Value Measurement

Level 1 - Unadjusted quoted prices in active markets that are accessible at the measurement date
for identical, assets or liabilities;

Level 2 - Quoted prices in markets that are not considered to be active or financial instruments
for which all significant inputs are observable, either directly or indirectly;

Level 3 - Prices or valuations that require inputs that are both significant to the fair value
measurement and unobservable.

A financial instrument’s level within the fair value hierarchy is based on the lowest level of any input
that is significant to the fair value measurement. The table below represents fair value measurement
hierarchy of the Organization’s net assets at fair value as of July 31:

2023
Level 1 Level 2 Level 3 Total
Money market funds $ 236,361 $ -3 - $ 236,361
Mutual funds & ETFs 605,422 - - 605,422
Equities 708,392 - - 708,392
$ 1,550,175 $ -9 - $ 1550175
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ATLANTA BALLET, INC.
NOTES TO FINANCIAL STATEMENTS
JULY 31, 2023 AND 2022
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Fair Values Measured on Recurring Basis (Continued)

2022
Level 1 Level 2 Level 3 Total
Money market funds $ 61,734 §$ - $ - $ 61,734
Mutual funds & ETFs 866,128 - - 866,128
Equities 631,651 - - 631,651
$ 1,559,513 § - 3 - $§ 1,559,513

Fair values for investments are determined by reference to quoted market prices and other relevant
information generated by market transactions.

Property and Equipment

It is the policy of the Organization to capitalize property and equipment in excess of $2,500. The cost
of the property is depreciated over the estimated useful lives of the related assets using the straight-
line method. Organization property and equipment is depreciated over lives ranging from 3 to 39
years.

Maintenance expenses are expensed as incurred. Costs for the creation of new productions, including
sets, costumes, and choreography, are capitalized and depreciated on a straight-line basis over the
estimated life of the production.

Impairment

The Organization evaluates the recoverability of its long-lived assets in accordance with GAAP.
GAAP requires recognition of impairment of long-lived assets in the event the net book value of such
assets exceeds the future undiscounted cash flows attributable to such assets. If impairment is
indicated, the carrying amount of the asset is written down to fair value. In the opinion of management,
no long-lived assets were impaired as of July 31, 2023 and 2022.

Recognition of Revenue

The Organization recognizes revenue for ticket sales, Centre for dance education and outreach fees,
and merchandise sales on the satisfaction of performance obligations. Performance obligations are
determined based on the service provided by the Organization. The following explains the
performance obligations and satisfaction of performance obligations related to each revenue stream.

Ticket sales - Ticket sales revenues are associated with tickets sold for shows produced by the

Organization. Ticket sales are recognized when the show occurs for which the ticket relates. Amounts
not earned by the end of the fiscal year are reported as deferred ticket sales.
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ATLANTA BALLET, INC.
NOTES TO FINANCIAL STATEMENTS
JULY 31, 2023 AND 2022
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Recognition of Revenue (Continued)

Centre for dance education and outreach fees — Centre for dance education and outreach fees
revenues are associated with tuition from educational classes held by the Organization. This revenue
is recognized at a point in time once performance obligations are satisfied. Amounts not earned by
the end of the fiscal year are reported as deferred tuition.

Merchandise sales - Revenue related to merchandise sales activities is primarily recognized at point
of sale as the merchandise has been provided in full by the Organization.

Payroll Protection Program - In January 2021, the Organization obtained a Small Business
Administration (“SBA”) loan under the Paycheck Protection Program (“PPP”) totaling $1,124,902. The
PPP loan bore interest at 1% and beginning in December 2021, required monthly payments of
principal and interest through July 2022, at which time the outstanding balance was due in full. Under
the terms of Coronavirus Aid, Relief, and Economic Securities Act (the “Cares Act”), the Organization
had the option to apply for PPP loan proceeds used within twenty-four weeks of funding receipt to be
forgiven with the lending institution, provided the proceeds are used to cover certain payroll and other
expenses as defined by the Cares Act.

On November 12, 2021, The Organization received forgiveness of the full amount of the PPP loan.
Accordingly, the Organization has recognized grant revenue for the full amount of the PPP loan in
accordance with ASU 2018-08 for the year ended July 31, 2022.

Employee Retention Tax Credit - As part of the Coronavirus Aid, Relief and Economic Stabilization
Act (the “CARES” Act), employers are provided the Employee Retention Tax Credit (“ERTC”). The
ERTC is a benefit provided through payroll tax credits to encourage maintaining employee
headcounts throughout the Coronavirus pandemic. The Organization is treating the ERTC as a
conditional grant and revenue is recorded when the conditions are substantially met. During the years
ended July 31, 2023 and 2022, the Organization met the conditions required by the ERTC and
recognized grant revenue of $393,914 and $443,695, respectively, which is reflected as Employee
Retention Tax Credit in the accompanying statement of activities and changes in net assets.

Contributions
The Organization accounts for contributions in accordance with GAAP. Unconditional promises to
give and contributions received are recorded as increases to net assets with or without donor

restrictions depending on the existence or nature of donor restrictions which limit the use of the
donated assets.
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ATLANTA BALLET, INC.
NOTES TO FINANCIAL STATEMENTS
JULY 31, 2023 AND 2022
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Contributions (Continued)

Accordingly, the Organization reports gifts of cash and other assets as restricted support if they are
received with donor stipulations that limit the use of the donated assets. Contributions that are
restricted by the donor are reported as increases in net assets without donor restrictions if the
restrictions expire (that is, when a stipulated time restriction ends or purpose restriction is
accomplished) in the same reporting period in which the revenue is recognized. All other donor-
restricted contributions are reported as increases net assets with donor restrictions. When donor
restrictions expire, net assets with donor restrictions are reclassified to net assets without donor
restrictions and reported in the statement of activities and changes in net assets as net assets
released from restrictions. For the year ended July 31, 2023 and 2022, there were no significant
concentrations from donors.

In July 2021, the Organization received a federal grant, Shuttered Venue Operators Grant (SVOG),
from the Small Business Administration in the amount of $2,881,848. The SVOG grant is conditioned
upon certain performance requirements and/ or the incurrence of allowable qualifying expenses.
Amounts received are recognized as revenue when the Organization has incurred expenditures in
compliance with specific grant provisions. Amounts received prior to incurring qualifying expenditures
are reported as refundable advances in the statement of financial position. Prior to 2022, the
Organization had recorded revenue of $1,291,834 related to the grant. For the year ended July 31,
2022, the Organization recorded revenue of $1,182,133 related to the grant. No revenue related to
the grant was recorded in 2023.

The Organization records gifts of land, buildings and equipment as increases to net assets without
donor restrictions unless explicit donor stipulations specify how the donated assets must be used.
Gifts of long-lived assets with explicit restrictions that specify how the assets are to be used, as well
as gifts of cash or other assets that must be used to acquire long-lived assets, are reported as
increases to net assets with donor restrictions. Absent explicit donor stipulations about how long
those long-lived assets must be maintained, the Organization reports expirations of donor restrictions
when the donated or acquired long-lived assets are placed in service. There was no donated
equipment in 2023 and 2022.

Land held for sale, donated goods, other assets and marketable securities acquired by gift are
recorded at their fair market value on the date of receipt. Donated goods and other assets were not
significant for years ending July 31, 2023 and 2022. No amounts have been reflected in the financial
statements for donated services; however, a substantial number of volunteers have donated
significant amounts of their time to the Organization's programs and supporting services. If donated
services received either created or enhanced non-financial assets or required specialized skills which
would need to be purchased if not donated, the value of those donated services would be recorded
in accordance with GAAP.

Unconditional promises to give expected to be collected in future years are initially recorded at fair
value using present value techniques incorporating risk-adjusted discount rates designed to reflect
the assumptions market participants would use in pricing the asset. In subsequent years, amortization
of the discounts is included in contribution revenue in the statements of activities.
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ATLANTA BALLET, INC.
NOTES TO FINANCIAL STATEMENTS
JULY 31, 2023 AND 2022
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Functional Allocation of Expenses

The cost of providing the Organization’s various programs and other activities has been summarized
on a functional basis in the accompanying statement of activities and changes in net assets.
Expenses are charged directly to program, management and general, or fundraising based on a
combination of specific identification and allocation by management. Accordingly, certain costs have
been allocated between the program and supporting services benefited. These costs, which are not
specifically attributable to a specific program or supporting activity, are allocated by management on
a consistent basis among program and supporting services benefited, based on either financial or
nonfinancial data, such as headcount or estimates of time and effort incurred by personnel.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect certain reported amounts and disclosures. Accordingly, actual
results could differ from those estimates.

Tax Exempt Status

The Organization is exempt from income taxes under Section 501(c)(3) of the Internal Revenue Code,
as amended, and is classified by the Internal Revenue Service as other than a private foundation.
Accordingly, no provision or liability for federal and state income taxes has been recorded in the
accompanying financial statements.

The Organization annually evaluates all federal and state income tax positions. This process includes
an analysis of whether these income tax positions the Organization takes meet the definition of an
uncertain tax position under the Income Taxes Topic of the Financial Accounting Standards
Coadification. In the normal course of business, the Organization is subject to examination by the
federal and state taxing authorities. In general, the Organization is no longer subject to tax
examinations for tax years ending before July 31, 2020.
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ATLANTA BALLET, INC.
NOTES TO FINANCIAL STATEMENTS
JULY 31, 2023 AND 2022
NOTE 2 — UNCONDITIONAL PROMISES TO GIVE

At July 31, unconditional promises to give were as follows:

2023 2022
Program $ 17,018 $ 568,878
General operations 179,700 328,021
196,718 896,899
Less discount for present value (5,755) (178,992)

Less allowance for doubtful accounts (298)
$ 190,665 $

(12,249)
705,658

At July 31, 2023 and 2022, unconditional promises to give were discounted to their present values
using an interest rate ranging from 3.40% to 5.50%. The estimated future cash flows for the year
ending July 31, 2024 are $135,718. At July 31, 2023, 52% of unconditional promises to give was from
three donors. At July 31, 2022, 34% of unconditional promises to give was from two donors.

NOTE 3 — PROPERTY AND EQUIPMENT

Property and equipment consists of the following at July 31:

2023 2022

Stage equipment $ 1411136 $ 1,368,951
Costumes 1,278,250 1,278,250
Office equipment 743,596 743,596
Furniture and fixtures 206,741 206,741
Leasehold improvements 374,765 366,378
Building 9,450,516 9,417,040
Land 1,360,603 1,360,603
Land improvements 44,265 44,265
Production in progress 235,740 -
Nutcracker 3,942,398 3,942,398
Construction in progress - 60,262

19,048,010 18,788,484
Less accumulated depreciation (6,978,513) (6,394,725)

Total property and equipment, net $ 12,069,497 $ 12,393,759

Depreciation expense for the years ended July 31, 2023 and 2022 was $583,302 and $634,117,
respectively.
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ATLANTA BALLET, INC.
NOTES TO FINANCIAL STATEMENTS
JULY 31, 2023 AND 2022

NOTE 4 - BORROWING ARRANGEMENTS
Lines of Credit
The Organization had a line of credit with maximum borrowings up to $1,000,000. The line of credit
bore interest at the greater of LIBOR or 0.5% plus 3.25% (an effective rate of 3.75% at July 31, 2022).
The line was secured by the assets of the Organization. In March 2022, the line of credit was extended
and had a maturity date of March 29, 2023.
On August 29, 2023, the Organization entered into a new line of credit with maximum borrowings up
to $843,000. The line of credit carries interest at a fixed 7% per annum and matures on January 1,
2025.

Promissory Notes

The Organization entered into a $650,000 promissory note agreement with a member of the Board
of Trustees. The note bears interest at 4% and does not have a maturity date. The note is unsecured.
Outstanding borrowings under the note were $150,000 at July 31, 2023 and 2022.

The Organization entered into a $1,500,000 promissory note agreement with a member of the Board
of Trustees. The note bears interest at 5.81% and expires on April 1, 2024 at which time any unpaid
principal and interest is due. The note is not required to be secured by collateral. Outstanding
borrowings under the note were $1,500,000 at July 31, 2023 and 2022.

NOTE 5 — CONTRACT LIABILITIES

The following table provides details of the Organization’s contract liabilities at July 31:

2023 2022
Contract Liabilities - Unearned Income:
Deferred ticket sales $ 612,942 $ 447 143
Deferred sponsorships 207,790 234,286
Deferred tuition 545,033 527,834
Deferred events 142,857 76,050
Deferred other 2,610 19,079

$ 1,511,232 $ 1,304,392
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ATLANTA BALLET, INC.
NOTES TO FINANCIAL STATEMENTS
JULY 31, 2023 AND 2022

NOTE 6 — RIGHT-OF-USE ASSETS AND LEASE LIABILITIES

As detailed in Note 1, the Organization adopted ASU 2016-02, Leases, on August 1, 2022 and has
recorded ROU assets and liabilities which represent the present value of future lease payments using
the risk free rate of return that corresponds to the lease length.

The Organization leases certain warehouse and dance studio space under non-cancelable operating
lease that matures during July 2027. At July 31, 2023, the Organization’s operating lease liability was
comprised of the following:

Gross operating lease liability $ 451,161
Less: imputed interest (24,041)
Present value of operating lease liability $ 427,120

The following is a schedule by years of minimum future rentals on non-cancelable operating leases
for years ending July 31:

2024 $ 107,833
2025 111,068
2026 114,420
2027 117,840

$ 451,161

Lease expense for 2023 and 2022 approximated $340,000 and $330,000, respectively.

The Organization is the lessee of computer equipment under a finance lease expiring May 2026. The
assets and liabilities under this finance lease are recorded as a right-of-use (“ROU”) asset and finance
lease liability based on the present value of future minimum rental payments using an interest rate of
4.61%. The assets are amortized over their estimated productive lives. Amortization expense totaled
$34,255 for the year ended July 31, 2023.

Following is a summary of property held under the finance lease:

Computer equipment $ 267,187
Less accumulated amortization (34,255)
Total right-of-use asset, net $ 232,932
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ATLANTA BALLET, INC.
NOTES TO FINANCIAL STATEMENTS
JULY 31, 2023 AND 2022

NOTE 6 — RIGHT-OF-USE ASSETS AND LEASE LIABILITIES (Continued)

The schedule below summarizes the future minimum annual finance lease payments for the years
ending July 31:

2024 $ 88,993
2025 88,993
2026 74,161
252,147

Amount representing interest (16,197)
$ 235,950

NOTE 7 — NET ASSETS WITH DONOR RESTRICTIONS

Net assets with donor restrictions are restricted for the following purpose at July 31:

2023 2022
Subject to expenditure for specified purpose
or passage of time:
Program $ 270,000 $ 500
Time restriction 306,406 629,477
Cash reserve fund 1,000,000 1,000,000
1,576,406 1,629,977
Endowments:
Subiject to spending policy and appropriation:
Investments in perpetuity (including accumulated
investment loss of $155,222 and $145,884
for July 31, 2023 and 2022, respectively), which
once appropriated, are expendable to support:
General operations 353,377 355,505
Productions 508,629 511,693
Scholarship 519,045 522,173
Music Endowment 169,124 170,142
1,550,175 1,559,513
Total Net Assets with Donor Restrictions $ 3,126,581 $ 3,189,490
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NOTES TO FINANCIAL STATEMENTS
JULY 31, 2023 AND 2022
NOTE 7 — NET ASSETS WITH DONOR RESTRICTIONS (Continued)

Restricted Cash

In 2012, the Organization received a $1,000,000 donation to establish a fund to provide cash flow for
specified activities. Under the terms of the agreement, borrowings from the cash reserve fund must
be approved by the Organization's Finance Committee and must have a written plan for repayment
of the funds. The donor-designated cash reserve account is reported as with donor restricted net
assets, and the earnings are recorded as without donor restricted net assets. The Finance Committee
recommended and Board of Trustees approved a resolution for the donor-designated cash reserve
account to require a full repayment of the outstanding borrowings at least once during each fiscal
year. The Organization meets this requirement each year. There were no outstanding borrowings at
July 31, 2022. The Organization had outstanding borrowings of $909,716 from the cash reserve funds
at July 31, 2023.

NOTE 8 — NET ASSETS RELEASED FROM RESTRICTIONS

The following net assets were released from donor restrictions by incurring expenditures satisfying
the restricted purposes or by occurrence of other events specified by donors for the years ended July
31:

2023 2022
Program restrictions $ 91,024 $ 87,306
Time restrictions 589,519 271,163

$ 680,543 $ 358,469

NOTE 9 — RELATED-PARTY TRANSACTIONS

During 2023 and 2022, the Organization received contributions from members of the Board and
entities with common Board members. During the years ended July 31, 2023 and 2022, contributions
collected from such related parties were approximately $1,545,000 and $1,732,000, respectively.
Undiscounted promises to give from related parties were approximately $32,500 and $565,000 at
July 31, 2023 and 2022, respectively.

The Organization also has two promissory notes from Board members as further described in Note
4.
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JULY 31, 2023 AND 2022

NOTE 10 — LIQUIDITY AND AVAILABILITY OF RESOURCES

For purposes of analyzing resources available to meet general expenditures within one year, the
Organization considers cash and cash equivalents, endowments appropriated for the following year,
receivables, and unconditional promises to give that were restricted for time only and will be collected
and available within one year for use by the Organization. The Organization’s financial assets
available for general expenditures within one year at June 30 are as follows:

2023 2022
Cash and cash equivalents $ 373,548 $ 784,210
Restricted cash 90,284 1,001,213
Receivables, net 13,886 8,137
Unconditional promises to give, net 190,665 705,658
Endowment 1,550,175 1,559,513
Financial assets, at year end 2,218,558 4,058,731
Less those unavailable for general expenditures
within one year, due to:
Restricted cash (90,284) (1,001,213)
Restricted by donor with time or purpose restrictions (576,406) (629,977)
Unconditional promises to give not available - (100,000)
Endowment funds not appropriated for spending
in the following year (1,470,175) (1,483,513)
Financial assets available to meet cash needs for
general expenditures within one year $ 81,693 $ 844,028

The Organization has experienced significant decreases in net assets over the past few years. This
reflects a deficit in resources available to fund the 2024 fiscal year operations.

The Organization continues to make efforts to improve its working capital position. Subsequent to
year end, the Organization commenced a comprehensive campaign to raise $5,000,000 over the next
three years to support continuing operations and build back the Organization’s cash reserve. Under
management’s plan, funds raised will allow the Organization to meet operational needs for at least
one year as of the date of this report. If the campaign fails to raise enough funds necessary to meet
its obligations, the Organization has explored the option to enter a sale/leaseback arrangement for
their building, which would provide them with approximately $6,500,000 in immediate cash to fund
current and future years’ operations. Management believes the turnaround time on such transaction,
if necessary, would be approximately a four-month cycle from the time the decision is made, and the
transaction to be finalized.

Additionally, the Organization expects to receive the cash related to the Employee Retention Tax
Credits of $826,890 in fiscal year 2024, and has obtained a line of credit subsequent to year end, as
noted in Note 4, to better manage its cash flow needs. Management also believes they have the
ability to extend the line of credit beyond its current maturity date of January 1, 2025.
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JULY 31, 2023 AND 2022

NOTE 11 — CONTINGENCIES
The Organization has certain federally funded programs, which are subject to review and audit by
federal agencies. If such audits occur, they would lead to requests for reimbursement to the federal
agency for expenditures disallowed, if any, under terms of the applicable grant agreement. Since the
Organization does not expect claims to arise as a result of such audits, no provision for liabilities has
been provided in the accompany financial statements.

NOTE 12 - SUBSEQUENT EVENTS

Management has evaluated subsequent events through February 9, 2024, the date the financial
statements were available to be issued.
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