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Blazek & Vetterling

CERTIFIED PUBLIC ACCOUNTANTS

Independent Auditors’ Report

To the Board of Directors of
Miller Theatre Advisory Board, Inc.:

We have audited the accompanying financial statements of the governmental activities of Miller Theatre
Advisory Board, Inc. (a component unit of the City of Houston), as of and for the years ended
December 31, 2018 and 2017 and the related notes to the financial statements, which collectively
comprise Miller Theatre Advisory Board, Inc.’s basic financial statements as listed in the table of
contents.

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 opinions 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 our audits 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 governmental activities of Miller Theatre Advisory Board, Inc., as of
December 31, 2018 and 2017, and the changes in its financial position for the years then ended in
accordance with accounting principles generally accepted in the United States of America.

2900 Weslayan, Suite 200  Houston, Texas 77027-5132  (713) 439-5757 Fax (713) 439-5758
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Required Supplementary Information

Accounting principles generally accepted in the United States of America require that management’s
discussion and analysis on pages 3-5 be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board, who considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of management
about the methods of preparing the information and comparing the information for consistency with
management’s responses to our inquiries, the basic financial statements, and other knowledge we
obtained during our audit of the basic financial statements. We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with sufficient evidence to
express an opinion or provide any assurance.

5@%&2@@%
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Miller Theatre Advisory Board, Inc.
Management’s Discussion and Analysis
For the years ended December 31, 2018 and 2017
(unaudited)

The following discussion and analysis of Miller Theatre Advisory Board, Inc.’s (MTAB) financial
performance provides an overview of the financial activities for the years ended December 31, 2018 and
2017. This discussion should be read in conjunction with MTAB’s financial statements, which follow
this section.

Financial Highlights

Financial highlights for the fiscal year ending December 31, 2018 include:

e MTAB?’s net position remained at $1.6 million.

o MTAB recognized revenue of $2.5 million from its allocation of Hotel Occupancy Taxes and $460
thousand from contributions.

e MTAB celebrated Miller Outdoor Theatre’s 95" anniversary with a gala event that raised $220,000.

e $2.9 million of MTAB’s $3.1 million of total expenses were expended presenting 128 events to
approximately 355,000 Houstonians and visitors.

Financial highlights for the fiscal year ending December 31, 2017 include:

e MTAB?’s net position remained at $1.6 million.
MTAB recognized revenue of $2.4 million from its allocation of Hotel Occupancy Taxes and $300
thousand from contributions.

e $2.5 million of MTAB’s $2.8 million of total expenses were expended presenting 129 events to
approximately 355,000 Houstonians and visitors.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to MTAB’s basic financial statements.
The basic financial statements present combined government-wide and governmental fund financial
statements. The notes to the financial statements provide additional information that is essential to a full
understanding of the data provided in the basic financial statements.

Government-wide financial statements reflect an economic resources measurement focus and are
prepared using the accrual basis of accounting. The government-wide financial statements are designed
to provide readers with a broad overview of MTAB’s finances, in a manner similar to a private-sector
business.

The statement of net position shows the financial position of MTAB at year end by presenting MTAB’s
assets and liabilities, with net position representing the difference between assets and liabilities. The
statement of activities presents information showing changes in MTAB’s net position during the year.
Changes in net position are reported when an underlying event giving rise to a change occurs, regardless
of the timing of related cash flows. Therefore, revenue and expenses are reported in this statement for
some items that will not result in cash flows until future fiscal periods.

Governmental fund financial statements reflect a current financial resources measurement focus and are
prepared using the modified accrual basis of accounting. Unlike the government-wide financial



statements, the governmental fund financial statements present information showing the near-term
inflows and outflows of spendable resources and the balances of spendable resources at year end. For the
years ended December 31, 2018 and 2017, there were no significant differences between the government-
wide financial statements and the governmental fund financial statements.

Condensed Government-Wide Financial Information and Financial Analysis

INCREASE INCREASE
2018 (DECREASE) 2017 (DECREASE) 2016

Condensed Statements of Net Position:
Cash $1,055,644 $ 24,830 $1,030,814 $ 38,381 $ 992,433
Grant receivable and other assets 735.606 6.622 728.984 (83.155) 812.139
Total assets $1.791,250 $ 31.452 $1,759.,798 §$ (44.774) $1,804.572
Grants payable and other liabilities § 191262 § (17,125) § 208,387 § (19,761) $ 228,148
Net position:

Restricted $ 819,330 $(145,608) $ 964,938 §$ (41,341) $1,006,279

Other 780.658 194,185 586.473 16,328 570.145
Total net position $1,599.988 $ 48577 $1.551411 $ (25.013) $1.576.424

The assets of MTAB consist primarily of cash and grant receivable for Hotel Occupancy Taxes from the
City of Houston. Liabilities consist primarily of grants due to producing organizations for completed
performances. Increases in assets in 2018 result primarily from an increase in contributions received and
in the hotel occupancy tax grant receivable. Decreases in assets in 2017 result primarily from a decrease
in hotel occupancy tax receivable, which is slightly offset by lower grants to producing organizations.
Changes in liabilities result primarily from the timing of payment of grants to producing organizations.
Net position is divided into two components. Restricted net position arises from grants from Hotel
Occupancy Taxes and contributions that are required to be used for productions. Other net position
amounts are not restricted.

INCREASE INCREASE
2018 (DECREASE) 2017 (DECREASE) 2016
Condensed Statements of Activities:
EXPENSES:
Theatre productions and
improvements $2,875,922 $ 357,789 $2,518,133 $(156,363) $2,674,496
Other 273,412 30,530 242,882 (13.034) 255916
Total expenses 3,149,334 _ 388,319 2,761,015 _(169,397) 2,930,412
REVENUE:
Grant from Hotel Occupancy Taxes 2,499,105 78,527 2,420,578 (71,526) 2,492,104
Contributions and special event,
net of direct donor benefits 685,161 384,076 301,085 (130,372) 431,457
Interest and other income 13.645 (694) 14,339 7.488 6.851
Total revenue 3,197.911 461,909 2,736,002 (194.410) 2,930,412
CHANGE IN NET POSITION 48,577 73,590 (25,013) (25,013) 0
Net position, beginning of year 1,551,411 (25.013) _1,576.,424 0 1,576,424
Net position, end of year $1,599,988 § (48,577) $1.,551.411 $ (25,013) $1,576,424




The statements of activities show the expenses and revenue of MTAB and the corresponding effect on net
position. The majority of MTAB’s revenue is provided from an allocation of total Hotel Occupancy
Taxes collected by the City of Houston. The majority of expenses are for theatre productions, which are
provided free to Houstonians and visitors and are funded by Hotel Occupancy Taxes and contributions
raised by MTAB.

Contacting MTAB’s Financial Management

The financial report is designed to discuss issues that may be material to the operation of MTAB.
Questions concerning any of the information provided in this report or requests for additional information
should be addressed to Miller Theatre Advisory Board, Inc., 6000 Hermann Park Drive, Houston, Texas,
77030-1719.



Miller Theatre Advisory Board, Inc.

Governmental Fund Balance Sheet and Statement of Net Position as of December 31, 2018

ASSETS

Current assets:
Cash
Grant receivable from Hotel Occupancy Taxes
Contributions receivable
Other assets

TOTAL ASSETS

LIABILITIES

Current liabilities:
Accounts payable and accrued expenses
Grants payable to producing organizations

TOTAL LIABILITIES

FUND BALANCE / NET POSITION

Fund balance / net position:
Restricted:
Theatre productions and improvements

Nonspendable:
Prepaid assets

Unassigned / unrestricted

Total fund balance
TOTAL LIABILITIES AND FUND BALANCE

TOTAL NET POSITION

See accompanying notes to financial statements.

STATEMENT

GENERAL OF
FUND NET POSITION
$ 1,055,644 $ 1,055,644
648,105 648,105
43,300 43,300
44.201 44.201
$ 1,791,250 $ 1,791,250
$ 5,667 § 5,667
185.595 185.595
191262 § 191,262
785,830 $ 819,330
33,500
780,658 780,658
1,599,988
1,791,250
1,599,988




Miller Theatre Advisory Board, Inc.

Governmental Fund Balance Sheet and Statement of Net Position as of December 31, 2017

ASSETS

Current assets:
Cash
Grant receivable from Hotel Occupancy Taxes
Contributions receivable
Other assets

TOTAL ASSETS

LIABILITIES

Current liabilities:
Accounts payable and accrued expenses
Grants payable to producing organizations

TOTAL LIABILITIES

FUND BALANCE / NET POSITION

Fund balance / net position:
Restricted:
Theatre productions and improvements

Nonspendable:
Prepaid assets

Unassigned / unrestricted

Total fund balance
TOTAL LIABILITIES AND FUND BALANCE

TOTAL NET POSITION

See accompanying notes to financial statements.

STATEMENT

GENERAL OF
FUND NET POSITION
$ 1,030,814 $ 1,030,814
569,578 569,578
109,649 109,649
49,757 49,757
$ 1,759,798 $§ 1,759,798
$ 5259 § 5,259
203,128 203,128
208,387 § 208,387
933,938 § 964,938
31,000
586.473 586.473
1,551.411
$§ 1,759,798
§ 1,551.411




Miller Theatre Advisory Board, Inc.

Governmental Fund Statement of Revenue, Expenditures, and Changes in Fund Balance and
Statement of Activities for the year ended December 31, 2018

STATEMENT

GENERAL OF
FUND ACTIVITIES
EXPENDITURES / EXPENSES:
Theatre productions and improvements $ 2875922 § 2,875,922
Management and general 193,261 193,261
Fundraising 80.151 80.151
Total expenditures / expenses 3.149.334 3.149.334
REVENUE:
Grant from Hotel Occupancy Taxes 2,499,105 2,499,105
Contributions 463,613 463,613
Special event 243,392 243,392
Direct donor benefits (21,844) (21,844)
Interest and other income 13.645 13.645
Total revenue 3.197.911 3.197.911
EXCESS OF REVENUE OVER EXPENDITURES /
CHANGE IN NET POSITION 48,577 48,577
Fund balance / net position, beginning of year 1,551,411 1,551,411
Fund balance / net position, end of year $§ 1,599988 $§ 1,599,988

See accompanying notes to financial statements.




Miller Theatre Advisory Board, Inc.

Governmental Fund Statement of Revenue, Expenditures, and Changes in Fund Balance and
Statement of Activities for the year ended December 31, 2017

STATEMENT

GENERAL OF
FUND ACTIVITIES
EXPENDITURES / EXPENSES:
Theatre productions and improvements $ 2,518,133 § 2,518,133
Management and general 163,711 163,711
Fundraising 79.171 79.171
Total expenditures / expenses 2,761,015 2,761,015
REVENUE:
Grant from Hotel Occupancy Taxes 2,420,578 2,420,578
Contributions 301,085 301,085
Interest and other income 14.339 14.339
Total revenue 2,736,002 2,736,002
EXCESS OF REVENUE OVER EXPENDITURES /
CHANGE IN NET POSITION (25,013) (25,013)
Fund balance / net position, beginning of year 1,576,424 1,576.424
Fund balance / net position, end of year $ 1551411 § 1,551,411

See accompanying notes to financial statements.




Miller Theatre Advisory Board, Inc.

Notes to Financial Statements for the years ended December 31, 2018 and 2017

NOTE 1 - ORGANIZATION

Organization — Miller Theatre Advisory Board, Inc. (MTAB), a component unit of the City of Houston
(the City), is a Texas nonprofit corporation created by the City in 1970 to advance the educational and
cultural interests of the people of Houston through a continuing program of artistic, educational, and
cultural events at the Miller Outdoor Theatre, an outdoor proscenium theatre in Hermann Park owned and
operated by the City. Miller Outdoor Theatre offers a large season of culturally and artistically diverse
performances, free of charge to the public. During 2018, approximately 355,000 Houstonians and visitors
attended 128 events at Miller Outdoor Theatre.

MTAB’s directors are appointed by the Mayor of the City and are approved by City Council. MTAB
receives funding primarily from Hotel Occupancy Taxes (HOT funds) allocated to the arts by the City.
MTAB awards and manages grant allocations to nonprofit organizations for performances at Miller
Outdoor Theatre, presents additional performances to augment the grant-season performances, and solicits
and manages donations from foundations and individuals to support these grants and performances.

Federal income tax status — MTAB is exempt from federal income tax under §501(c)(3) of the Internal
Revenue Code and is classified as a public charity under §509(a)(1) and §170(b)(1)(A)(vi).

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of presentation — These financial statements have been prepared in conformity with the accounting
principles and reporting guidelines established by the Governmental Accounting Standards Board
(GASB).

Measurement focus and basis of accounting — Measurement focus refers to what is being expressed in
reporting financial position and performance, that is, which resources are being measured. The financial
resources measurement focus measures only financial resources while the economic resources
measurement focus measures both financial and capital resources. The measurement focus determines
whether a fund balance sheet or statement of net position reports financial or economic resources. Basis
of accounting refers to when those resources and commitments and uses of those resources should be
recognized. It relates to the timing of the measurements made regardless of the measurement focus
applied.

Governmental funds in the fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Under the modified accrual basis of
accounting, revenue is recognized when it is measurable and available. Measurable means the amount of
the transaction is known or reasonably estimable. Available refers to amounts collected in the current
period or expected to be collected soon enough thereafter to be used to pay liabilities of the current
period, generally within 60 days after year end. Expenditures are recognized when the related liability is
incurred.
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Governmental funds in the government-wide financial statements are reported using the economic
resources measurement focus and the accrual basis of accounting. Under the accrual basis of accounting,
revenue is recognized when it is earned and becomes measurable and expenses are recognized in the
period incurred.

Cash — Custodial credit risk for bank deposits is the risk that, in the event of the failure of a bank, MTAB
will be unable to recover deposits. At December 31, 2018, bank balances of $1,347,317 were held at one
bank. Of the bank balances at December 31, 2018, $250,000 was covered by the Federal Deposit
Insurance Corporation and $1,097,317 was uninsured and uncollateralized.

Segregated cash accounts — Under an agreement with the City, MTAB is required to maintain unused
HOT funds and any related interest income in a separate bank account. In compliance with these
requirements, MTAB had segregated cash of $318,589 and $556,285 at December 31, 2018 and 2017,
respectively.

Fund balance is classified based on the relative strength of spending constraints placed upon the purposes
for which resources can be used. Restricted fund balance can only be used for purposes specified by
resource providers. Nonspendable fund balance includes amounts that are either not in spendable form or
are legally or contractually required to be maintained intact. Unassigned fund balance is available for
MTAB?’s future use for any purpose. When both restricted and unassigned fund balances are available for
use, it is MTAB’s policy to use restricted fund balance first.

Net position represents the difference between assets and liabilities. Restricted net position can only be
used for purposes specified by resource providers. Unrestricted net position is available for general use.

Grants and contributions — Under both the modified accrual and the accrual basis of accounting,
receivables from grants and contributions are recognized, net of uncollectible amounts, when all
applicable eligibility requirements are met provided the commitment is verifiable and the resources are
measurable and probable of collection. Revenue recognized as receivable in advance of the time period
during which eligibility requirements are met or resources are available, is deferred under the modified
accrual basis of accounting, but is recognized as revenue under the accrual basis of accounting and
reflected as restricted net position when eligibility requirements are met.

Contributions receivable due within one year are reported at net realizable value. Contributions
receivable as of December 31, 2018 are expected to be collected within one year.

In-kind contributions — MTAB receives use of office space and equipment at Miller Outdoor Theatre
from the City at no cost. MTAB also solicits and receives a substantial amount of contributed advertising
for Miller Outdoor Theatre. MTAB does not recognize the value of in-kind contributions in its financial
statements.

Grants payable to producing organizations and theatre production expenditures / expenses include grants
made to producing organizations for the purpose of providing programs at Miller Outdoor Theatre. In
order to be eligible to receive such grants, producing organizations must produce programs and submit
reports of allowable costs. Expenditures / expenses and related grants payable are recognized when those
eligibility requirements are met and a liability has been incurred.

Theatre capital improvements are expensed by MTAB as those improvements belong to the City.
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Estimates — Management must make estimates and assumptions to prepare financial statements in
accordance with generally accepted accounting principles. These estimates and assumptions affect the
reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities, and the
reported revenue, expenditures and expenses. Actual results could vary from the estimates that were
used.
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