
To: 

~ 
~
Dallas Arboretum 

cLet nature nurture gou. 

Chair 
Administration and Finance Committee 
City of Dallas 
Park and Recreation Department 

FROM: Mary Brinegar 
President 

DATE: 

RE: 

Dallas Arboretum 

August 30, 2012 

Dallas Arboretum and Botanical Society, Inc. 
Management Contract Annual Report 

The Dallas Arboretum and Botanical Society, Inc. requests a funding stipend from the City of Dallas in the amount of (to be determined) for the fiscal year 2012-2013. 

Mission and Goals of the Organization: 

The Arboretum's stated mission is as follows: 

"The mission of the Dallas Arboretum and Botanical Garden is to build and maintain a public botanic garden and arboretum which promotes the art, enjoyment and knowledge of horticulture, while providing opportunities for education and research. We are committed to excellence, good management and fiscal responsibility." 

We are continuing to enhance seasonal festival/themes to promote year round attendance, and in May 2012 launched Chihuly at the Dallas Arboretum, a glass exhibit designed by world-famous glass artist, Dale Chihuly. The amazing nature inspired glass sculptures are located throughout the garden, and the Arboretum is open limited nights to the public as the pieces are illuminated at night. This exhibit has created 
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great attendance from throughout Texas and the nation. The exhibit will end in November. 

Since the last major garden addition in October of last year, The Nancy Rutchik Red Maple Rill, we have added the Rose Mary Haggar Rose Garden next to the DeGolyer home in February 2012. This new garden replaces the existing rose garden and features a series of arching rose beds surrounding a center courtyard and can also serve as the location for small wedding ceremonies. 

The construction for the Rory Meyer's Children's Adventure Garden IS m full swing with an anticipated opening to the public in late spring of 2013. This construction and associated parking lot issues have had an impact on activities and rentals on the property, but proactive planning and assessments by the Arboretum staff have resulted in minimized complications associated with this exciting addition to our gardens. 

Demographics: 

Our current full time employee demographics are: 

Current full time staff statistics: 
57 female 

31 

47 White 
3 African American 
2 Asian American 
5 Hispanic 

male 
12 
8 
1 
10 

White 
African American 
Asian American 
Hispanic 

Current Board demographics: 

32 female 
26 

4 
2 

33 Male 
27 

3 
3 

White 
African American 
Hispanic 

White 
African American 
Hispanic 
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Current Officers are: 
Chairman of the Board 
Vice Chairman 
Secretary 
Treasurer 
Past Chairman 

President 

Current Standing Committee Chairmen are: 
Architecture and Construction 
Development 
Education and Research 
Finance and Administration 
Gardens and Grounds 
Marketing and Public Programs 

Brian Shivers 
Nathan Robinette 
Nancy Rutchik 
Scott Manis 
Steve Coke 
Mary Brinegar 

Mark Wolf 
Bill Graue 
Cindy Gary 
Scott Manis 
Steve Rahn 
Denisha Stevens 

We utilize several sources for employee recruitment: TWC, the Dallas Morning News, universities and junior colleges, neighborhood newspapers, ethnic newspapers, local churches and specific trade publications as well as the Internet. · 

Attendance: 
Total attendance in 2011 was 661,618 and of that number 23,772 came on complimentary tickets. 

Complimentary Tickets -- Dallas Arboretum distributed 16,000 tickets to the 47 recreational centers in the city. This allows anyone who can't afford to come to the Arboretum the chance to receive free tickets given judiciously by the recreation center staff. This is currently valued at $400,000 for an adult admission and each pass includes our $10.00 parking charge. 

Another 2,004 tickets were given to charitable organizations or functions, such as auctions, as requested by non-profits in writing. 

2011 Activities and Attendance for School Groups: 

97,808 school children were served by the Arboretum through the Education Programs. Of these, 71% were minority students. 

little Sprouts- 6,402 children (3,363 from Head Start of Dallas were given free admission) and participated in a fall and a spring program which included a big book story, a puppet show and a guided hunt through the garden. 
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Growing Together- 4,168 Dallas area at-risk preschoolers received yearlong free programming 

Family literacy Day- 769 homeless Dallas area children and their families received free family programming 

Summer Camps-3,032 children participated in nine summer camps at the Arboretum. 3,917 children attended summer programs free of charge where Arboretum teachers brought programs to sites around Dallas. 

Nature Naturally and Science on the Grow- 2,687 benefited from this outreach program whereby Arboretum staff visited classrooms with a nature lesson coordinated to the science TEKS. 8,258 children benefited from Assembly Programs at their school where Arboretum Staff presented programs about the Pumpkin and Butterfly life cycle. 

Texas Pioneer Adventure-7,434 students visited the Arboretum's award winning interpretation of an early Texas Pioneer village which focuses on plants and how the pioneers used them. The exhibit is complete with a sod house, cabins, tipi and kitchen gardens--all designed to offer the children a hands-on example of pioneer life. 

Tree Works-2,477 children participated in this nature science and environmental education program, and many received scholarship funding and bus stipends to assist with transportation costs. 

Wild Walkabout-5,503 students explored managed and natural areas with a specially trained guide, learning about plants and animals and their interdependence. 

Classroom lab Programs - 13,747 children. Our indoor classrooms allowed us to enrich field trips with great TEKS related, interactive science lessons. 

After School Science Programs- 9,226 children participated in either the 18 week science program delivered at their DISD school for first through third grades or the 21 week science program at their DISD school for third through sixth graders. This program also included teacher training for the school's science teachers and field trips to the Arboretum. All of the schools receive this program free of charge. New this year, two Rockwall lSD schools were also provided this program. 

We offer scholarships to those in need and out of the programs listed over 16,000 children were given free admission and a total of $11 ,900 worth of bus stipends to help with transportation expenses. 
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To: 

FROM: 

DATE: 

RE: 

~& 
Dallas Arboretum 

cLet nature nurture you. 

Chair 
Administration and Finance Committee 
City of Dallas 
Park and Recreation Department 

Mary Brinegar 
President 
Dallas Arboretum 

October 21, 2011 

Dallas Arboretum and Botanical Society, Inc. 
Management Contract Annual Report 

The Dallas Arboretum and Botanical Society, Inc. requests a funding 
stipend from the City of Dallas in the amount of $270,000 for the fiscal 
year 2011-2012. 

Mission and Goals of the Organization: 

The Arboretum's stated mission is as follows: 

'The mission of the Dallas Arboretum and Botanical Garden is 
to build and maintain a public botanic garden and arboretum 
which promotes the art, enjoyment and knowledge of 
horticulture, while providing opportunities for education and 
research. We are committed to excellence, good management 
and fiscal responsibility." 

We are continuing to enhance seasonal festival/themes to promote year 
round attendance and now offer "Dallas Blooms" in the Spring, "Summer at 
the Arboretum," which runs from May through july, "Autumn at the 
Arboretum" which is September to November, and "Holiday at the 
Arboretum" in December. In 2012 we are planning a special outdoor 
exhibit which will be displayed from May to November. 
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The Arboretum has completed necessary repairs and internal renovations 
begun last year in the DeGolyer Home which has greatly increased the 
beauty of this historic property. 

The Nancy Rutchik Red Maple Rill officially opened to the public October 6, 
2011, and has received raves for its dramatic design which incorporates a 
stream with small waterfalls running to a lower pool and surrounded by 
imported maple trees and an undergrowth of ferns and seasonal plantings. 

The final stages of programming are being finalized, and we have begun 
initial construction for the Rory Meyer's Children's Adventure Garden, 
which will have an impact on activities and rentals on the property due to 
the construction and parking issues associated with this. 

Demographics: 

Our current full time employee demographics are: 

Current full time staff statistics: 
56 female 

24 

51 White 
1 African American 
1 Asian American 
3: Hispanic 

male 
8 
6 
1 
9 

White 
African American 
Asian American 
Hispanic 

Current Board demographics: 

34 female 
30 

3 
3 

32 Male 
30 

3 

White 
African American 
Hispanic 

White 
African American 
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Current Standing Committee Chairmen are: 
Architecture and Construction 
Development 
Education and Research 
Finance and Administration 
Gardens and Grounds 
Marketing and Public Programs 

Current Officers are: 
Chairman of the Board 
Vice Chairman 
Secretary 
Treasurer 
President 

Mark Wolf 
Holly Mayer 
Cindy Gary 
Nathan Robinett 
Paul Fields 
Donna Coletti 

Steve Coke 
Brian Shivers 
joyce Mitchell 
Nathan Robinett 
Mary Brinegar 

We utilize several sources for employee recruitment: TWC, the Dallas 
Morning News, universities and junior colleges, neighborhood newspapers, 
ethnic newspapers, local churches and specific trade publications as well 
as the Internet. 

Activities and Attendance: 

Total attendance in 2010 was 61 0,592; of that number 21 ,474 came on 
complimentary tickets. 

Complimentary Tickets -- The Dallas Arboretum distributed 16,000 tickets 
to the 47 recreational centers in the city. This allows anyone who can't 
afford to come to the Arboretum the chance to receive free tickets given judiciously by the recreation center staff. This is valued at $320,000 for an adult admission and each pass includes our $8.00 parking charge. 

Another 4,960 tickets were given to charitable organizations or functions, 
such as auctions, as requested by non-profits in writing. 

2010 Activities and Attendance for School Groups: 

93,664 school children were served by the Arboretum through the 
Education Programs: 

Little Sprouts- 5,326 children (2,81 0 from Head Start of Dallas were given 
free admission) heard and acted out the story "Caterpillar to Butterfly", saw 
a puppet show and toured the garden looking for butterflies). 

Growing Together- 3,960 Dallas area at-risk preschoolers received yearlong free programming 
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Family Literacy Day- 527 homeless Dallas area children and their families 
received free family programming 

Summer Camps-3,397 children participated in nine summer camps at the 
Arboretum. 
2,962 children attended summer programs free of charge where 
Arboretum teachers brought programs to sites around Dallas. 

Nature Naturally and Science on the Grow- 3,220 benefited from this 
outreach program whereby Arboretum staff visited classrooms with a 
nature lesson coordinated to the science TEKS. 8,074 children benefited 
from Assembly Programs at their school where Arboretum Staff presented 
programs about the Pumpkin and Butterfly life cycle. 

Texas Pioneer Adventure--8,756 students visited the Arboretum's award 
winning interpretation of an early Texas Pioneer village which focuses on 
plants and how the pioneers used them. The exhibit is complete with a 
sod house, cabins, tipi and kitchen gardens--all designed to offer the 
children a hands-on example of pioneer life. 

Tree Works-2,657 children participated in this nature science and 
environmental education program, and many received scholarship funding 
and bus stipends to assist with transportation costs. 

Wild Walkabout-5,263 students explored managed and natural areas with 
a specially trained guide, learning about plants and animals and their 
interdependence. 

Classroom Lab Programs - 15,130 children. Our indoor classrooms 
allowed us to enrich field trips with great TEKS related, interactive science 
lessons. 

After School Science Programs- 6,628 children participated in either the 
18 week science program delivered at their DISD school for first through 
third grades or the 21 week science program at their DISD school for third 
through sixth graders. This program also included teacher training for the 
school's science teachers and field trips to the Arboretum. All of the 
schools receive this program free of charge. 

We offer scholarships to those in need and out of the programs listed over 
16,000 children were given free admission and a total of $11 ,900 worth of 
bus stipends to help with transportation expenses. 
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To: 

FROM: 

DATE: 

RE: 

Chair 
Administration and Finance Committee 
City of Dallas 
Park and Recreation Department 

Mary Brinegar 
President 
Dallas Arboretum 

September 1, 2010 

Dallas Arboretum and Botanical Society, Inc. 
Management Contract Annual Report 

The Dallas Arboretum and Botanical Society, Inc. requests a funding stipend from the City of Dallas in the amount of $146,098 for the fiscal year 2010-2011. 

Mission and Goals of the Organization: 

The Arboretum's stated mission is as follows: 

"The mission of the Dallas Arboretum and Botanical Garden is to build and maintain a public botanic garden and arboretum which promotes the art, enjoyment and knowledge of horticulture, while providing opportunities for education and research. We are committed to excellence, good management and fiscal responsibility." 

The Arboretum is progressing in necessary repairs and internal renovations in the DeGolyer Home. 

We have added a new theme to promote attendance at the gardens, "Summer at the Arboretum," which runs from May through july, and we are exploring a major exhibit for 2012 which is expected to greatly increase visitation to our gardens that year. 
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Major focus now is on the final stages of programming and upcoming groundbreaking for the Rory Meyer's Children's Adventure Garden, which will have an impact on activities and rentals on the property due to the construction and parking issues associated with this. 

Demographics: 

Our current full time employee demographics are: 

Current full time staff statistics: 
47 female 

28 

44 White 
0 African American 
0 Asian American 
3 Hispanic 

male 
8 
8 
1 
1 1 

White 
African American 
Asian American 
Hispanic 

Current Board demographics: 
30 female 

24 wf 80% 
3 bf 10% 
0 af 0% 
3 hf 10% 

34 male 
30 wm 88% 

4 bm 12% 
0 am 0% 
0 hm 0% 

Current Standing Committee Chairmen are: 
Architecture and Construction 
Development 
Education and Research 
Finance and Administration 
Gardens and Grounds 
Marketing and Public Programs 
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Rick Slaven 
Holly Mayer 
Darcie Bundy 
Gary Patsley 
Paul Fields 
Donna Coletti 



Current Officers are: 
Chairman of the Board 
Vice Chairman 
Secretary 
Treasurer 
President 

Steve Coke 
Tip Housewright 
joyce Mitchell 
Gary Patsley 
Mary Brinegar 

We utilize several sources for employee recruitment: TWC, the Dallas Morning News, universities and junior colleges, neighborhood newspapers, ethnic newspapers, local churches and specific trade publications as well as the Internet. 

Activities and Attendance: 

Total attendance in 2009 was 541 ,346; of that number 1 5,590 came on complimentary tickets. 

Complimentary Tickets -- The Dallas Arboretum distributed 16;000 tickets to the 47 recreational centers in the city. This allows anyone who can't afford to come to the Arboretum the chance to receive free tickets given judiciously by the recreation center staff. This is valued at $272,000 for an adult admission and each pass includes our $7.00 parking charge. 

Another 6,200 tickets were given to charitable functions, such as auctions, as requested by non-profits in writing. 

2009 Activities and Attendance for School Groups: 

86,291 school children were served by the Arboretum through the Education Programs: 

Little Sprouts- 5,279 children (2,730 from Head Start of Dallas were given free admission) heard and acted out the story "Caterpillar to Butterfly", saw a puppet show and toured the garden looking for butterflies). 

Growing Together- 3,543 Dallas area at-risk preschoolers received yearlong free programming 

Family Literacy Day- 527 homeless Dallas area children and their families received free family programming 

Summer Camps-3,058 children participated in nine summer camps at the Arboretum. 
2,789 children attended summer programs free of charge where Arboretum teachers brought programs to sites around Dallas. 
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Nature Naturally and Science on the Grow- 3,548 benefited from this outreach program whereby Arboretum staff visited classrooms with a nature lesson coordinated to the science TEKS. 2,385 children benefited from Assembly Programs at their school where Arboretum Staff presented programs about the Pumpkin and Butterfly life cycle. 

Texas Pioneer Adventure--8,379 students visited the Arboretum's award winning interpretation of an early Texas Pioneer village which focuses on plants and how the pioneers used them. The exhibit is complete with a sod house, cabins, tipi and six gardens--all designed to offer the children a hands-on example of pioneer life. 

Tree Works-2,843 children participated in this nature science and environmental education program, and many received scholarship funding and bus stipends to assist with transportation costs. 

Wild Walkabout-5,263 students explored managed and natural areas with a specially trained guide, learning about plants and animals and their interdependence. 

Classroom Lab Programs - 13,963 children. Our indoor classrooms allowed us to enrich field trips with great TEKS related, interactive science lessons. 

After School Science Programs-5 ,512 children participated in either the 18 week science program delivered at their DISD school for first through third grades or the 21 week science program at their DISD school for third through sixth graders. This program also included teacher training for the school's science teachers and field trips to the Arboretum. All of the schools receive this program free of charge. 

We offer scholarships to those in need and out of the programs listed over 16,000 children were given free admission and a total of $11 ,900 worth of bus stipends to help with transportation expenses. 
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Independent Auditors' Report 

Board of Directors 
Dallas Arboretum & Botanical Society, Inc. 
Dallas, Texas 

Tet: 214-969-7007 
Fax: 214953-0722 
www.bdo.com 

7DD No;'th Peart 
Suite 2000 
DaHas, Te-xas 75101 

We have audited the accompanying statements of financial position of Dallas Arboretum & Botanical Society, Inc. (the "Arboretum") as of December 31, 2010, and the related statements of activities and changes in net assets and cash flows for the year then ended. These financial statements are the responsibility of the Arboretum's management. Our responsibility is to express an opinion on these financial statements based on our audit. The financial statements of Dallas Arboretum & Botanical Society, Inc. as of December 31, 2009, were audited by other auditors whose report dated July 12, 2010, expressed an unqualified opinion on those statements. 

We conducted our audit 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 of material misstatement. An audit includes consideration of internal control over financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Arboretum's internal control over financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and disclosures, assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of Dallas Arboretum & Botanical Society, Inc. as of December 31, 2010, and the changes in its net assets and its cash flows for the year then ended in conformity with accounting principles generally accepted in the United States of America. 

B J)O USA/ t..LP 

June 24, 2011 
Dallas, Texas 

BDO USA, LLP, a Delav.-are limited !iabiUty partnershipf is. the U.S_ rnefflbet of 800 lntemational limited, a UK company limitt~d by guarante-e, and fonn'.\. part of r.~~e international BDO netvvork of Independent member firms. 

800 is the brand name fvr the BDO netv;of11. and fer ~ach of the BCO H.ember Firms. 
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Dallas Arboretum & Botanical Society, Inc. 

Statements of Financial Position 

December 31, 2010 2009 

Assets 

Current Assets 
Cash $ 318,520 s 257,475 Restricted cash 3,445,990 8,972,812 Investments 11,224,332 1,581,804 Contributions receivables 12,532,687 1,615,586 Other accounts receivable, net 239,112 103,161 Gift shop inventory 434,815 426,328 Prepaid expenses and other assets 141,036 124,864 

Total current Assets 28,336,492 13,082,030 

Long-term contribution receivable, net 9,054,599 3,638,533 Property, buildings and improvements, net 19,716,629 17,491,333 

Total Assets $ 57,107,720 s 34,211,896 

Liabilities and Net Assets 

Current Liabilities 
Accounts payable and accrued expenses $ 375,629 s 594,544 Deferred revenues and support 412,460 297,264 Current notes payable 45,097 45,097 

Total Current Liabilities 833,186 936,905 

Long-term notes payable 30,065 75,163 

Total Liabilities 863,251 1,012,068 

Net Assets 
Unrestricted 19,822,426 17,614,183 Temporarily restricted 33,997,408 13,254,163 Permanently restricted 2,424,635 2,331,482 

Total Net Assets 56,244,469 33,199,828 

Total Liabilities and Net Assets s 57,107,720 $ 34,211,896 

See accompanying notes to financial statements. 
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Dallas Arboretum a Botanical Society, Inc. 
Statements of Activities 

Years Ended December 31, 2010 and 2009 

2010 
2009 Temporarily Permanently Temporarily Permanently Unrestricted Restricted Restrict~ Total Unrestricted Restricted Restricted Total Revenues and supt:Xlrt: 

Public ~upport 
Contributions 1,865,925 24,394,146 93,153 26,353,214 1,764,784 3,173,605 $ 5,187 4,943,576 

Other revenue: 
Admissions and parking 2,677,l23 2,677,323 2,239,088 2,239,088 
,1,\e-mbershlp dues 1,934,268 1,934,268 1,019,394 1,619,394 
Retail income 1,405,520 1,405,520 1,532,641 1,532,641 
Gift shop 773,511 773,521 572,760 572,760 
City of DaHas support 230,817 230,817 274,525 274,525 
lnvestment return 261,111 261, I 11 376,028 376,028 
Education prografns 408,657 408,657 394,424 394,424 
Others 319,771 319,771 355,656 355,656 
Net assets released from restriction 3,650,901 (3 650,901) 2 262,468 (2,262,4681 

Total revE"nue and support 13,517,814 20,743,245 93,153 34,364,112 11,391,763 911,137 5,187 12,308,092 Expenses: 
Programs: 

Gardens and grounds 2,261,371 2,261,371 1,993,629 1,993,629 
Public events 695,015 695,015 633,898 633,898 
Rental op!!'rations and group sales 1,041,313 1,042,313 970,003 970,003 
Gift shop 556,233 556,233 299,353 299,353 
Educatlon 614,978 614,978 565,701 565,701 Total program expense 5,169,910 5,169,910 4,462,584 4,462,584 Support: 

Marketing 804,564 804,564 582,599 582,599 
Fundraising 683,397 683,397 657,968 657,968 
Membership 372,807 372,807 363,850 363,850 
Facilities operations 848,328 848,328 731,030 73.1, 030 
Volunteer office 134,307 134,307 129,669 129,669 
General and administrative 1,898,243 1,898,243 1,995,890 1,995,890 
Depredation expense 1,408,015 1,408,015 1,044,603 t ,044,603 Total support expen~ 6,149,661 6,149,661 5,505,609 5,505,609 T otat expenses 11,319,571 11,319,571 9,%8,193 9,968,193 Increase in net assets 2,208,243 20,743,245 93,153 23,044,641 1,423,575 911,137 5, !87 2,339,899 

Net assets, be5innin3 of ~ear 17,614,183 13,154,163 2,331,482 33,199,828 16,190,608 12,343,026 2,326,295 30,859,929 Net assets:, end of year 19,822,416 33 997,408 2,424,635 56,244,469 17,614,183 13,254,163 2,331,482 33,199,828 
See accompan}1ng notes to financial statements. 
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Dallas Arboretum & Botanical Society, Inc. 
Statements of Cash Flows 

Years ended December 31, 2010 2009 
Cash Flows from Operating Activities 

Increase in net assets $ 23,044,641 s 2,339,899 Adjustments to reconcile net assets to net cash (used in) 
provided by activities 

Depreciation 1,408,015 1,044,603 loss on sales of equipment 12,930 241 Unrealized (gain) loss on investments 130,870 (442,384) Realized (gain) loss on investments (249,265) 141,073 Contributions received for long-term purposes (24,283,486) (3,082,925) Contribution of non cash assets (44,000) (95,867) Changes in operating assets and liabilities: 
Contributions receivables (16,551,355) 890,809 Other accounts receivable (135,951) 309,918 Gift shop inventory (8,487) (124,319) Prepaid expenses and other assets (16, 172) (24,076) Accounts payable and accrued expenses (218,915) 102,023 Deferred revenues and support 115,196 94,062 

Net cash (used in) provided by operating activities (16,795,979) 1,153,057 
Cash Flows From Investing Activities 

Purchases of property, buildings and improvements (3,667,229) (3,021, 114) Changes in restricted cash 5,526,822 (2,176,695) Purchases of investments (11, 124,023) (78,217) Proceeds from sale of investments 1,599,962 334,112 Proceeds from sale of equipment 64,916 Proceeds from settlement of HVAC repair 408,026 
Net cash used in investing activities (7,599,552) (4,533,888) 
Cash Flows from Financing Activities 

Payments on finance agreement (45,098) (15,282) Payments on capital lease obligations 
(3,720) Contributions received for property improvements 24,408,521 3,173,605 Permanentlz: restricted contributions for endowment 93,153 5,187 

Net cash provided by financing activities 24,456,576 3,159,790 
Change in cash 

61,045 (221 ,041) 
Cash, beginning of year 257,475 478,516 
Cash, end of year $ 318,520 s 257,475 

Supplemental Cash Flow Disclosures 
Note payable on software financing $ s 135,542 

See accompanying notes to financial statements. 
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Dallas Arboretum & Botanical Society, Inc. 
Notes to Financial Statements 

1. Operations and Summary of Significant Accounting Policies 

Organization 

The Dallas Arboretum & Botanical Society, Inc. (the Arboretum) is a Texas not-for-profit corporation established in 1974 to design, develop and operate the Dallas Arboretum and Botanical Garden (the Garden) for the education and enjoyment of its members and the general public. The Garden is located on two contiguous land sites owned by the City of Dallas (the City) and commonly known as the Camp Estate and the DeGolyer Estate. 

The Arboretum has a 25-year operating agreement (the Agreement) with the City. Under the Agreement, as amended November 30, 1988, the Arboretum is responsible for operating the Garden, including the land and buildings owned by the City, and all assets owned by the Arboretum. The City makes an annual discretionary contribution to cover its share of the costs incurred by the Arboretum to operate the Garden, including costs of maintaining the buildings, improvements, and personal property owned by the City. The City contributed approximately $230,000 and $274,500 in 2010 and 2009, which is included in revenue and support in the statements. 

The Arboretum is developing the Garden under a City of Dallas approved master plan program (the Plan) that incorporates future landscape, hardscape, transportation routes, environmental awareness, buildings, and infrastructure requirements. Development of the Garden will be completed in accordance with the Plan over the next 15 to 20 years as funding allows. 
Significant accounting policies followed in the preparation of the financial statements conform to accounting principles generally accepted in the United States of America. The more significant of such principles are as follows: 

Basis of Presentation 

The Arboretum is governed by an independent Board of Directors; therefore, the City's financial information is not included within the scope of the Arboretum's financial statements. 
Net assets, revenues, expenses, gains and losses are classified based on the existence or absence of donor-imposed restrictions. Accordingly, net assets and changes in net assets of the Arboretum are classified and reported as follows: 

• Unrestricted - net assets not subject to donor-imposed stipulations. Unrestricted net assets may be designated for specific purposes by action of the Board of Directors. Contributions, investment gains and losses and other assets limited to specific uses by donor-imposed restrictions are reported as unrestricted net assets if the restrictions are met in the same period the contributions, investment gains and losses and other assets are recognized, 
• Temporarily restricted - net assets subject to donor-imposed stipulations that may or will be met by the occurrence of a specific event or the passage of time. When a donor restriction expires or the assets have been used for their intended purpose, temporarily restricted net assets are recLassified to unrestricted net assets and reported in the statements of activities as net assets released from restrictions, 

8 



Dallas Arboretum 8: Botanical Society, Inc. 

Notes to Financial Statements 

• Permanently restricted - net assets subject to donor-imposed stipulations to be maintained in perpetuity by the Arboretum. 

The accompanying financial statements include the activities of the following funds which solicit funding on behalf of the Arboretum: 

Volunteer Advisory Board -- composed of community volunteers who provide services to the Arboretum and raise money for capital projects. 

DeGolyer Docents - composed of volunteers who provide docent services to visitors of the DeGolyer House and raise money for capital projects, including the restoration of the DeGolyer House. 

Management Estjmates 

In preparing financial statements in conformity with accounting principles generally accepted in the United States of America, management is required to make estimates and assumptions that affect the reported amounts of assets and liabilities and the disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reporting period. Significant estimates include depreciation, donated services, fair value of investments, and the allowance for uncollectible amounts. Actual results could differ from those estimates. 

Cash and Cash Equ;valents 

The Arboretum considers all cash and investments with original maturities of three months or less to be cash equivalents, except those bearing temporary or permanent donor imposed restrictions. 

Restrkted Cash 

Restricted cash consists of amounts restricted by donors for investment in property, buildings and improvements. 

Investments 

Investments in mutual funds, marketable equity securities, and corporate bonds with readily determinable fair values and all other investments are recorded at their fair values in the accompanying statements of financial position. Changes in fair values are reported in the statement of activities. Purchases and sales of securities are reflected on a trade-date basis. Gains or losses on sales of securities are included in the statement of activities. 

Investments include bonds, fixed income securities, mutual funds, and other investment securities. Investment securities are exposed to various risks, such as interest rate, market, and credit risks. Due to the level of risk associated with certain investment securities, it is at least reasonably possible that changes in the values of investment securities will occur in the near term and that such changes could materially affect the amounts reported on the balance sheet and statement of activities. 

9 



Dallas Arboretum 8: Botanical Society, Inc. 

Notes to Financial Statements 

Contributions Receivable 

Contributions receivable that are expected to be collected within one year are recorded at net realizable value. Contributions receivable that are expected to be collected in future years are recorded at the present value of their expected future cash flows. When such contributions are recorded, the support is classified as unrestricted, temporarily restricted or permanently restricted, depending on the existence or nature of any donor restrictions. 

An allowance for uncollectible accounts is estimated based on management's analysis and is adjusted for those contributions receivable for which collection is uncertain. The allowance for uncollectible accounts at December 31, 2010 is approximately $220,000. Such amounts will be written-off if and when they are deemed uncollectible. Historically, the Arboretum has experienced minimal losses on receivables. 

Other Accounts Receivable 

Accounts receivable consists of amounts owed from customers and are included in the accompanying statement of financial position at original invoice net of the allowance for doubtful accounts. The allowance for doubtful accounts at December 31, 2010 is approximately $2,410. 

Gift Shop Inventory 

Gift shop inventory is merchandise held for resale and is carried at the lower of cost (determined using the first-in, first-out method) or market. 

Property, Buildings and Improvements 

Property, buildings and improvements are stated at historical cost and depreciated on a straightline basis over the following estimated useful lives: 

Landscaping and gardens 
Permanent building additions 
Building improvements 
Furniture and equipment 

5 to 24 years 
33 years 

5 to 15 years 
3 to 15 years 

The Arboretum capitalizes the costs related to its Plan development and includes such amounts in landscaping and gardens. As outlined in the Plan, all direct costs incurred by the Arboretum for development of the Garden are capitalized and included in landscaping and gardens. Indirect costs incurred during the development period, and not directly associated with the implementation of the Plan, are charged to expense as incurred. Contributions restricted by donors for the purchase of property, buildings and improvements are recorded as temporarily restricted support until such amounts are expended for their restricted purpose. 

Revenues 

Admissions and parking revenues are recognized as received, which is at the time the patron is admitted to the Arboretum grounds. Memberships are sold throughout the year and are honored for one year from the date of sale. These memberships are considered charitable donations and 
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Notes to Financial Statements 

are recognized as revenue when they are sold. Gift shop revenue is recognized at the time of the sale of the merchandise. 

Recognition of Donor-Restricted Contributions 

Contributions restricted by donors are reported as an increase in unrestricted net assets if the restriction expires in the same reporting period in which the support is recognized. All other donor-restricted contributions are reported as an increase in temporarily or permanently restricted net assets depending on the nature of the restriction. 

Contributed Services and Non-Cosh Donations 

Certain contributed services are reflected in the financial statements at the estimated fair value of the services received. Contributions are recognized. if the services received (a) create or enhance non-financial assets or (b) require and are provided by individuals with specialized skills which, if not provided by donation, would typically have to be purchased. 

The Arboretum received approximately $174,000 and $44,000 of donated services for advertisements and travel expenses in the years ended December 31, 2010 and 2009, respectively. Such donated services are included in unrestricted contributions revenue and marketing or general and administrative expense. 

The Arboretum also received approximately $44,000 and $52,000 of donated plants and bulbs in the years ended December 31, 2010 and 2009. Such donated non-cash items are included in unrestricted contributions revenue, garden and grounds expense and property, buildings, and improvements. 

A substantial number of volunteers made significant contributions of their time to the Arboretum, principally in membership recruitment, development and general public operations. The value of this contributed time is not reflected in these financial statements because it does not meet the criteria for recognition under the generally accepted accounting principles. 

The cost of water and electricity usage is borne by the City and is not reflected in the statements of activities. 

Functional Expenses 

Expenses are charged directly to program or support expense in general categories based on specific identification. Certain insignificant indirect expenses have been allocated based on relative direct expenses of the various programs. 

Advertising and promotional expenses are expensed when incurred and totaled approximately $476,600 and $333,000 for the years ended December 31, 2010 and 2009, respectively. 

Income Tax Matters 

The Arboretum is exempt from federal income taxes under Section 501 (a) of the Internal Revenue Code (IRC) as an organization described in IRC Section 501 (c)(3). Accordingly, no provision for income taxes has been made related to the Arboretum. However, should the Arboretum engage in activities unrelated to the purpose for which it was created, taxable income could result. Certain 
11 
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operations of the gift shop are taxable. The Arboretum has not incurred any federal income tax for the years ended December 31, 2010 and 2009. 

The Arboretum follows the provisions of ASC 740-10, Income Taxes related to unrecognized tax positions. Under the provision, the Arboretum must recognize the tax benefit associated with tax taken for tax return purposes when it is more likely than not the position will be sustained. The implementation of the provision had no impact on the Arboretum's financial statements. The Arboretum does not believe there are any material uncertain tax positions and accordingly, it will not recognize any liability for unrecognized tax benefits. No interest or penalties were accrued as of adoption of this provision. For the year ended December 31, 2010, there were no interest or penalties recorded or included in the financial statements. 

Concentrations of Credit Risk 

Cash and cash equivalents are maintained at financial institutions and, at times, balances may exceed federally insured limits. The Arboretum has never experienced losses related to these balances. All of our non-interest bearing cash balances were fully insured at December 31, 2010 due to a temporary federal program in effect from December 31, 2010 through December 31, 2012. The contributions receivable are due from a limited number of donors and, therefore, are subject to significant adjustment should one of the donors be unable to fulfill their pledge. 

Reclassifications 

Certain reclassifications have been made to the 2009 financial statements to conform them to the 2010 financial statement presentation. 

Net Asset Classification 

The Board of Directors of the Arboretum has interpreted the Texas State Uniform Prudent Management of Institutional Funds Act (UPMIFA) 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 Arboretum 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 donor-restricted 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 Arboretum in a manner consistent with the standards of prudence prescribed by UPMIFA. In accordance with UPMIFA, the Arboretum 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 

12 
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As a result of the inability to distribute corpus, the Board of Directors has determined that all endowment contributions received are recorded as permanently restricted contributions. 

The Arboretum's investment and spending policies for endowment assets attempt to provide a predictable stream of funding sufficient to support the programs of the Arboretum and donor objectives and to preserve or increase the purchasing power of the assets supported by its endowment. 

The investment policy establishes an achievable return objective through diversification of asset classes. As identified in the investment policy, the investment committee will maintain reasonable diversification at all times within both equity and fixed-income securities so as to provide for the investment objectives while avoiding undue risk concentration in any single asset class or investment category. 

The spending policy calculates the amount of money annually distributed from the Foundation's various endowed funds. The current spending policy is to distribute an amount not greater than 4% of the trailing three-year average of the total fund investment value at the end of the fiscal year. No distributions shall be made from any permanently restricted endowment investments if the distribution will reduce corpus. Distribution of funds from temporarily restricted investments shall be guided by, but not limited to, the policy for permanently restricted endowment investments. 

From time to time, the fair value of assets associated with individual donor restricted endowment funds may fall below the level that the donor requires the Arboretum to retain as a fund of perpetual duration. Deficiencies of this nature are reported in unrestricted net assets as of December 31, 2010. These deficiencies resulted from unfavorable market fluctuations that occurred after the investment of permanently restricted contributions. 

2. Investments 

Investments consisted of the following as of December 31: 

December 31, 2010 2009 

Certificates of deposit s 20,000 s Marketable equity securities 68,821 77,505 Mutual funds 2,168,465 1,504,299 Bonds 8,967,046 

s 11,224,332 s 1,581,804 

Total return on investments for the each of the years ended December 31, 2010 and 2009 is summarized as follows: 

Interest and dividends 

Realized gains (losses) on investments 
Unrealized gains (losses) on investments 

Net appreciation of investments 

Total investment return 

s 

s 
13 

2010 

142,716 

249,265 
(130,870) 

118,395 

261 '111 

2009 

$ 74,717 

(141 ,073) 
442,384 

301,311 

$ 376,028 
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3. Contributions Receivable 

Contributions receivable were due as follows as of December 31: 

Less than one year 
One to five years 

Less: 
Unamortized discount 
Allowance for uncollectible pledges 

$ 

$ 

2010 

12,532,687 
9, 718,691 

22,251,378 

444,092 
220,000 

21,587,286 

2009 

$ 1,615,586 
3,938,092 

5,553,678 

236,687 
62,872 

s 5,254,119 

The market discount rate used on long term contributions received ranged from 2.6% to 4.4% as of 
December 31, 2010. 

During 2008, the Arboretum initiated a Capital Campaign for the funding of the design and construction of The Children's Garden. During 2008, the Arboretum received a $13,250,000 conditional contribution that was based upon the Arboretum's ability to raise additional funds for The Children's Garden before July 1, 2010. In 2010, this matching contribution was met and the 
pledge was recorded as temporary restricted public support in the statement of activities. 

4. Property, Buildings and Improvement 

Property, buildings and improvements consisted of the following as of December 31: 

2010 2009 

Landscaping and gardens $ 11,991,890 s 11,671,587 Building improvements 10,492,490 10,115,358 Furniture and equipment 5,639,827 5,698,828 Construction in progress 6,784,053 3,810,697 

34,908,260 31,296,470 Less accumulated depreciation 
and amortization 15,191,631 13,805,137 

$ 19,716,629 s 17,491,333 

Construction in progress consists of several projects at various stages of completion. The Arboretum is responsible for the design, coordination and management of each construction 
project. Once the project is complete, the associated costs are transferred to building 
improvements and landscaping and gardens and depreciated over their respective estimated useful lives. 

Depreciation expense was $1,408,015 and $1,044,603 for the years ended December 31,2010 and 2009, respectively. 
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Children's Garden Construction 

In 2007, the Arboretum began the design phase of The Children's Garden. The Children's Garden is still in the design phase and has not entered into a construction contract to build the garden as of December 31, 2010. Currently, Arboretum management is working with its construction contractor to negotiate final terms of construction. The Children's Garden is estimated to cost approximately $50 million of which approximately $37.7 million has been raised by the Arboretum. Costs of approximately $4,637,000 and $2,500,000 related to the design of the garden have been capitalized as construction in progress as of December 31,2010 and 2009, respectively. 

5. Net Assets and Endowments 

Net assets include amounts unrestricted and restricted by donors for specific endowments or other specific purposes as follows as of December 31: 

2010 2009 
Unrestricted $ 19,822,426 s 17,614,183 
Temporarily restricted: 

Contributions for various continuing capital projects 33,731,658 12,860,870 Contributions for education and other programs 265,750 393,293 

33,997,408 13,254,163 

Permanently restricted: 
Permanent endowment to maintain the Garden and fund 
intern program 2,424,635 2,331,482 

$ 56,244,469 $ 33,119,828 

For the year ended December 31, 2010 and 2009, net assets were released from restrictions as follows: 

Satisfaction of purpose restrictions 
Expiration of time restrictions 

15 

2010 

$ 3,449,343 s 
201,558 

$ 3,650,901 s 

2009 

2,191,468 
71,000 

2,262,468 
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The changes in endowment assets for the years ended December 31, 2010 and 2009 are summarized below: 

Temporarily Permanently 
Unrestricted Restricted Restricted 

Endowment assets at December 31, 2008 s (700,917) s s 2,326,295 

Contributions 
5,187 Unrealized gain(loss) 421,306 

Realized gain(loss) (140,652) 
Interest Income 53,777 

Endowment assets at December 31, 2009 (366,486) 2,331,482 
Contributions 

93,153 Unrealized gain(loss) (59,397) 
Realized gain(loss) 241,907 
Interest Income 44,090 

Endowment assets at December 31, 201 0 s (139,886) s s 2,424,635 

6. Notes Payable 

During 2003, the Arboretum entered into a $500,000 revolving note payable with a bank. Borrowings under the note were based on a borrowing base, as defined in the note agreement. Interest on the outstanding borrowings under the note was payable quarterly at the bank's prime lending rate, which was 3.25% at December 31, 2010. All pledges of the Arboretum serve as collateral for the note payable. There were no amounts outstanding on the revolving note payable as of December 31, 2010 or 2009. This revolving facility matures in June 2011. 

During 2009, the Arboretum entered into a $135,542 commercial financing agreement to finance a new accounting system. The agreement includes monthly principal and interest payments of $3,758 and matures in August 31, 2012. As of December 31, 2010 the outstanding balance on the note is $75,162. 

7. Retirement Plan 

In March 2002, the Arboretum adopted the Dallas Arboretum 401 k Plan (the 401 k Plan) which covers all eligible full time employees. The Arboretum provides for matching contributions of 100% of the employee's contribution up to 4 % of their salary and may also provide for a discretionary contribution. For the years ended December 31, 2010 and 2009, the Arboretum's matching contributions to the 401k Plan totaled approximately $63,000 and $54,000, respectively. No discretionary contributions were made during 2010 or 2009. 

8. Affiliated Organization 

The Women's Council (the Council) is organized as a tax-exempt organization separate and apart from the Arboretum. The Council solicits funds on behalf of the Arboretum through a series of special events and provides funds to maintain the Women's Council Garden. During 2010 and 2009, the Council contributed approximately $143,000 and $130,000, respectively, to the Arboretum for expenses related to the maintenance of the Women's Council Garden. As of December 31, 2010 
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and 2009, the Arboretum had accounts receivable from the Council of approximately $.25,000 and $35,000, respectively. 

9. Commitment and Contingencies 

Operating Leases 

The Arboretum has entered into noncancellable operating leases for office equipment. As of December 31, 2010, future minimum lease payments required under noncancellable operating leases are as follows: 

2011 
s 113,655 2012 

101,765 2013 
91,247 2014 
65,062 2015 
28,751 

s 400,480 

Rental expense totaled approximately $311,000 and $329,000 for the years ended December 31, 2010 and 2009, respectively. 

Litigation 

From time to time, the Arboretum is subject to certain claims and contingent liabilities that arise in the normal course of business. None of these, in the opinion of management, is expected to have a material adverse effect on the Arboretum's financial position, change in net assets or cash flows. 

10. Fair Value Measurements 

The guidance for fair value measurements defines fair value as the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants. A fair value measurement assumes that the transaction to sell the asset or transfer the liability occurs in the principal market for the asset or liability or, in the absence of a principal market, the most advantageous market for the asset or liability. The price in the principal (or most advantageous) market used to measure the fair value of the asset or liability shall not be adjusted for transaction costs. An orderly transaction is a transaction that assumes exposure to the market for a period prior to the measurement date to allow for marketing activities that are usual and customary for transactions involving such assets and liabilities; it is not a forced transaction. Market participants are buyers and sellers in the principal market that are (1) independent, (2) knowledgeable, (3) able to transact and (4) willing to transact. 
The guidance for fair value measurements for financial assets and financial liabilities requires the use of valuation techniques that are consistent with the market approach, the income approach and/or the cost approach. The market approach uses prices and other relevant information generated by market transactions involving identical or comparable assets and liabilities. The income approach uses valuation techniques to convert future amounts, such as cash flows or earnings, to a single present amount on a discounted basis. The cost approach is based on the 
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amount that currently would be required to replace the service capacity of an asset (replacement cost). Valuation techniques should be consistently applied. Inputs to valuation techniques refer to the assumptions that market participants would use in pricing the asset or liability. Inputs may be observable, meaning those that reflect the assumptions market participants would use in pricing the asset or liability developed based on market data obtained from independent sources, or unobservable, meaning those that reflect the reporting entity's own assumptions about the assumptions market participants would use in pricing the asset or liability developed based on the best information available in the circumstances. In that regard, the guidance establishes a fair value hierarchy for valuation inputs that gives the highest priority to quoted prices in active markets for identical assets or liabilities and the lowest priority to unobservable inputs. The fair value hierarchy is as follows: 

Level 1 Inputs - Unadjusted quoted prices in active markets for identical assets or liabilities that the reporting entity has the ability to access at the measurement date. 

Level 2 Inputs - Inputs other than quoted prices included in Level 1 that are observable for the asset or liability, either directly or indirectly. These might include quoted prices for similar assets or liabilities in active markets, quoted prices for identical or similar assets or liabilities in markets that are not active, inputs other than quoted prices that are observable for the asset or liability (such as interest rates, volatilities, prepayment speeds, credit risks, etc.) or inputs that are derived principally from or corroborated by market data by correlation or other means. 
Level 3 Inputs - Unobservable inputs for determining the fair values of assets or liabilities that reflect an entity's own assumptions about the assumptions that market participants would use in pricing the assets or liabilities. 

A description of the valuation methodologies used for instruments measured at fair value, as well as the general classification of such instruments pursuant to the valuation hierarchy, is set forth below. 

The following table represents assets and liabilities reported on the consolidated balance sheet at their fair value as of December 31, 2010 and 2009 by level within the fair value measurement hierarchy: 

December 31, 2010: 
Measured on a recurring basis: 

Assets: 

Total 

Marketable equity securities 
Mutual funds 
Bonds 
Certificates of deposit 

December 31, 2009: 
Measured on a recurring basis: 

Assets: 

Total 

Marketable equity securities 
Mutual funds 

s 

$ 

$ 

s 

Assets Measured 
at Fair Value 

68,821 $ 
2,168,465 
8,967,046 

20,000 

11,224,332 s 

77,505 s 
1,504,299 

1,581,804 $ 

18 

Fair Value 
Measurements at Reporting Date Using 

Quoted Prices 
in Active Markets 

for Identical 
Assets (level 1) 

68,821 
2,168,465 
8,967,046 

20,000 

11,224,332 

s 

$ 

77,505 $ 
1,504,299 

1,581,804 $ 

Significant Other 
Observable Inputs 

(level2) 

$ 

- s 

$ 

$ 

Significant 
Unobservable 

Inputs 
(level3) 
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Investments are classified within Level 1 of the valuation hierarchy. The Arboretum obtains fair value measurements for investment securities from investment managers and brokers. The fair value measurements for Level 1 investment securities consider observable data that may include quoted prices in active markets. The fair value measurements for Level 2 investment securities consider observable data that may include quoted prices on similar assets in active markets, quoted prices on actual assets that are not active, inputs other than quoted prices such as yield curves, volatilities, and prepayment speeds, and other inputs derived from market data. The fair value measurements for Level 3 investment securities consider unobservable data and estimates to value the securities using methods such as the future cash flow approach and the liquidation of secured assets approach. AU of the Arboretum's investments are classified as Level 1. 

11. Subsequent Events 

Management has evaluated all events or transactions occurring after December 31, 201 0, the statement of financial position date, through June 24, 2011, the date the financial statements were available to be issued, and noted that there have been no such events or transactions which would require adjustments to or disclosure in the Arboretum's financial statements for the year ended December 31, 2010. 
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Independent Auditors' Report 

Board of Directors 
Dallas Arboretum & Botanical Society, Inc. 
Dallas, Texas 

Tel· 214-069-7007 
Fax: 214-953-0722 
www.hdo.com 

7()0 North Pearl, Suite 2000 
Dalkts. lX 752t!l 

We have audited the accompanying statements of financial position of Dallas Arboretum & 
Botanical Society, Inc. (the "Arboretum") as of December 31, 2011 and 2010, and the related 
statements of activities and changes in net assets and cash flows for the years then ended. These financial statements are the responsibility of the Arboretum's management. 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 of material misstatement. An audit includes consideration of internal control over financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Arboretum's internal control over financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and disclosures, assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of Dallas Arboretum & Botanical Society, Inc. as of December 31, 2011 and 2010, and the changes in its net assets and its cash flows for the years then ended in 
conformity with accounting principles generally accepted in the United States of America. 

8Do ush,'-'-P 
July 27, 2012 
Dallas, Texas 

BOO USA, LLP, a Delaware limited tiabJ\Ity prtr'tner.;hip, is the U.S. member of BOO International Limited, a UK company Hrnited by gw)'rantee, and form~ pilrt of the internatio(lat BDO network of independent member firms. 

BOO is the brand name- for the- BOO network and for each of th<: BDO Member Firms 
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Dallas Arboretum 8: Botanical Society, Inc. 
Statements of Financial Position 

December 31, 2011 2010 

Assets 

Current Assets 
Cash $ 2,064,343 s 318,520 Restricted cash 3,262,304 3,445,990 Investments 14,759,998 11,224,332 Contributions receivable 7,542,751 12,532,687 Other accounts receivable 495,365 239,112 Gift shop inventory 287,482 434,815 Prepaid expenses and other assets 349,924 141,036 

Total Current Assets 28,762,167 28,336,492 

Long-term contribution receivable, net 2,996,569 9,054,599 Property, buildings and improvements, net 30,099,887 19,716,629 

Total Assets s 61,858,623 $ 57,107,720 

Liabilities and Net Assets 

Current Liabilities 
Accounts payable and accrued expenses $ 1,570,204 $ 375,629 Deferred revenues and support 421,582 412,460 Current notes payable 30,065 45,097 

Total Current Liabilities 2,021,851 833,186 
Long-term notes payable 30,065 

Total Liabilities 2,021,851 863,251 

Net Assets 
Unrestricted - Board Designated 500,000 Unrestricted 29,144,904 19,822,426 

29,644,904 19,822,426 
Temporarily restricted 27,167,233 33,997,408 Permanently restricted 3,024,635 2,424,635 

Total Net Assets 59,836,772 56,244,469 

Total Liabilities and Net Assets $ 61,858,623 $ 57,107,720 

See accompanying notes to financial statements. 
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Statements of Activities 
Years Ended December 31, 2011 and 2010 

2011 
2010 Soard O"esignated Temporarily Permanently Temporarily Permanently Unrestricted Unrestricted Restrk:ted Res ttl<;: ted Total Unrestricted Restricted Restricted Total 

Revenues and support: 
Publlc support 

Contributions 2,030,226 5,159,705 7,189,931 1,865,925 24,394.146 93,153 26,353,224 
Other revenue: 

Admissions and parking 3,461,694 
3,461,694 2,677,323 2,677,323 

Membership due1 2,164,069 
2,164,069 1,934,268 1,934,268 Retail income 1,374,966 
1,374,966 1,405,520 1,405,520 

Gift shop 832,292 
832,292 773,521 773,521 

City of Dallas support 269,098 
269,098 230,817 230,817 

Investment retum 168,367 
168,367 Z61 ,111 261,111 

Education programs 395,157 
395,157 408,657 408,657 

Others 492,000 
492,000 319,771 319,771 

Net assets released from restriction 1 t,989,880 (11,989,880) 3,650,901 (3,650,901 1 
Total revenue and support 23,177,749 (6,830, 175) 16,347,574 1>,527,814 20,743,245 93,153 34,364,212 Expenses: 

Programs: 
Gardens and grounds 3,516,755 

3,516,755 3,369,175 3,369,175 
Publfc events 1,427,974 

1,427,974 1,088,955 1,088,955 
Facility rentals and group sates 1,510,326 

1,510,326 1,488,393 1,488,393 Gift shop 843,513 843,513 666,886 666,886 
Education 891,150 891,150 894,947 894,947 

Totat program expense 8,189,718 
8,189,718 7,508,356 7,508,356 Support: 

Marketing 529,707 529,707 479,124 479,124 
Fundraising 1,658,001 

1,658,001 1,335,090 1,335,090 
Membership 792,013 

792,013 621,968 621,968 
Volunteer office 242,419 

242,419 236,770 236,770 
General and administrative 1,343413 

1,343,413 1,138,263 1,138,263 
Total support expeme 4,565,553 

4,565,553 3,811,215 3,811,215 Total expenses 12,755,271 
12,755,271 11,319,571 11,319,571 Board Designated- Chihuly Ex.hibit (500,000) 500,000 Donor Designated - Lay Endowment 1600,000) 600,000 

Increase fdecrease) in net assets 9,322,478 500,000 (6,830, 175) 600,000 3,592,303 2,208,243 20,743,245 93,153 23,044,641 
Net assets, begionin$ofyear 19,822,426 33,997,408 2.424,635 56,244,469 17,614,183 13,254,163 2,331,482 33,199,828 
Net assets, end of year 29,144,904 500,000 27,167,233 3,024,635 59,836,772 19,822,426 33,997,408 2,424,635 56,244,469 

See accompanying notes to financial statements. 
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Statements of Cash Flows 

Years ended December 31, 2011 2010 

Cash Flows from Operating Activities 
Increase in net assets s 3,592,303 s 23,044,641 Adjustments to reconcile net assets to net cash (used in) 

provided by activities 
Depreciation 1,391,956 1,408,015 Loss on sales of equipment 

12,930 Unrealized loss on investments 303,176 130,870 Realized (gain) loss on investments 4,381 (249,265) Contributions received for long-term purposes (12,938,019) (5,663,585) Contribution of non cash assets (57,650) (44,000) Changes in operating assets and liabilities: 
Contributions receivable 11,047,966 (16,426,320) Other accounts receivable (256,253) (135,951) Gift shop inventory 147,333 (8,487) Prepaid expenses and other assets (208,888) (16, 172) Accounts payable and accrued expenses 163,498 (218,915) Deferred revenues and supeort 9,122 115,196 

Net cash provided by operating activities 3,198,925 1,948,957 

Cash Flows From Investing Activities 
Purchases of property, buildings and improvements (10,686,487} (3,667,229) Changes in restricted cash 183,686 5,526,822 Purchases of investments (11,624,334} (11 '124,023) Proceeds from sale of investments 7,781,111 1,599,962 Proceeds from sale of equipment 

64,916 
Net cash used in investing activities (1.4,346 ,024) (7,599,552) 

I 

Cash Flows from Financing Activities 
Payments on finance agreement (45,097) (45,098) Contributions received for property improvements 12,938,019 5,663,585 Permanently restricted contributions for endowment 93,153 

Net cash provided by financing activities 12,892,922 5,711,640 
Change in cash 1,745,823 61,045 
Cash, beginning of year 318,520 257,475 

Cash, end of year s 2,064,343 s 318,520 

See accompanying notes to financial statements. 
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Dallas Arboretum & Botanical Society, Inc. 
Notes to Financial Statements 

1. Operations and Summary of Significant Accounting Policies 

Organization 

The Dallas Arboretum & Botanical Society, Inc. (the Arboretum) is a Texas not-for-profit corporation established in 1974 to design, develop and operate the Dallas Arboretum and Botanical Garden (the Garden) for the education and enjoyment of its members and the general public. The Garden is located on two contiguous land sites owned by the City of Dallas (the City) and commonly known as the Camp Estate and the DeGolyer Estate. 

The Arboretum has a 25-year operating agreement (the Agreement) with the City. Under the Agreement, as amended November 30, 1988, the Arboretum is responsible for operating the Garden, including the land and buildings owned by the City, and all assets owned by the Arboretum. The City makes an annual discretionary contribution to cover its share of the costs incurred by the Arboretum to operate the Garden, including costs of maintaining the buildings, improvements, and personal property owned by the City. The City contributed approximately $269,000 and $230,000 in 2011 and 2010, which is included in revenue and support in the statements. 

The Arboretum is developing the Garden under the City's approved master plan program (the Plan) that incorporates future landscape, hardscape, transportation routes, environmental awareness, buildings, and infrastructure requirements. Development of the Garden will be completed in accordance with the Plan over the next 15 to 20 years as funding allows. 

Significant accounting policies followed in the preparation of the financial statements conform to accounting principles generally accepted in the United States of America. The more significant of such principles are as follows: 

Basis of Presentation 

The Arboretum is governed by an independent Board of Directors; therefore, the City's financial information is not included within the scope of the Arboretum's financial statements. 

Net assets, revenues, expenses, gains and losses are classified based on the existence or absence of donor-imposed restrictions. Accordingly, net assets and changes in net assets of the Arboretum are classified and reported as follows: 

• Unrestricted - net assets not subject to donor-imposed stipulations. Unrestricted net assets may be designated for specific purposes by action of the Board of Directors. Contributions, investment gains and losses and other assets limited to specific uses by donor-imposed restrictions are reported as unrestricted net assets if the restrictions are met in the same period the contributions, investment gains and losses and other assets are recognized. 

• Temporarily restricted - net assets subject to donor-imposed stipulations that may or will be met by the occurrence of a specific event or the passage of time. When a donor restriction expires or the assets have been used for their intended purpose, temporarily restricted net assets are reclassified to unrestricted net assets and reported in the statements of activities as net assets released from restrictions. 
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Notes to Financial Statements 

• Permanently restricted - net assets subject to donor-imposed stipulations to be maintained in perpetuity by the Arboretum. 

The accompanying financial statements include the activities of the following funds which solicit funding on behalf of the Arboretum: 

Volunteer Advisory Board -- composed of community volunteers who provide services to the Arboretum and raise money for capital projects. 

DeGolyer Docents - composed of volunteers who provide docent services to visitors of the DeGolyer House and raise money for capital projects, including the restoration of the DeGolyer House. 

Management Estimates 

In preparing financial statements in conformity with accounting principles generally accepted in the United States of America, management is required to make estimates and assumptions that affect the reported amounts of assets and liabilities and the disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reporting period. Significant estimates include depreciation, donated services, fair value of investments, and the allowance for uncollectible amounts. Actual results could differ from those estimates. 

Cash and Cash Equivalents 

The Arboretum considers all cash and investments with original maturities of three months or less to be cash equivalents. 

Restricted Cash 

Restricted cash consists of amounts restricted by donors for investment in property, buildings and improvements. 

Investments 

Investments in mutual funds, marketable equity securities, and corporate bonds with readily determinable fair values and all other investments are recorded at their fair values in the accompanying statements of financial position. Changes in fair values are reported in the statement of activities. Purchases and sales of securities are reflected on a trade-date basis. Gains or losses on sales of securities are included in the statement of activities. 

Investments include bonds, fixed income securities, mutual funds, and other investment securities·. Investment securities are exposed to various risks, such as interest rate, market, and credit risks. Due to the level of risk associated with certain investment securities, it is at least reasonably possible that changes in the values of investment securities will occur in the near term and that such changes could materially affect the amounts reported on the balance sheet and statement of activities. 
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Dallas Arboretum & Botanical Society, Inc. 
Notes to Financial Statements 

Contributions Receivable 

Contributions receivable that are expected to be collected within one year are recorded at net 
realizable value. Contributions receivable that are expected to be collected in future years are 
recorded at the present value of their expected future cash flows. When such contributions are recorded, the support is classified as unrestricted, temporarily restricted or permanently 
restricted, depending on the existence or nature of any donor or time restrictions. 

An allowance for uncollectible accounts is estimated based on management's analysis and is adjusted for those contributions receivable for which collection is uncertain. The allowance for uncollectible accounts is approximately $269,000 and $220,000 for the years ended December 31, 2011 and 2010. Such amounts will be written-off if and when they are deemed uncollectible. Historically, the Arboretum has experienced minimal losses on receivables. 

Other Accounts Receivable 

Accounts receivable consists of amounts owed from customers and are included in the accompanying statement of financial position at original invoice net of the allowance for doubtful accounts. The allowance for doubtful accounts is insignificant at December 31, 2011 and 2010. 

Gift Shop Inventory 

Gift shop inventory is merchandise held for resale and is carried at the lower of cost (determined using the first-in, first-out method) or market. 

Property, Buildings and Improvements 

Property, buildings and improvements are stated at historical cost and depreciated on a straightline basis over the following estimated useful lives: 

Landscaping and gardens 
Permanent building additions 
Building improvements 
Furniture and equipment 

5 to 24 years 
33 years 

5to15years 
3 to 15 years 

The Arboretum capitalizes the costs related to its Plan development and includes such amounts in landscaping and gardens. As outlined in the Plan, all direct costs incurred by the Arboretum for development of the Garden are capitalized and included in landscaping and gardens. Indirect costs incurred during the development period, and not directly associated with the implementation of the Plan, are charged to expense as incurred. Contributions restricted by donors for the purchase 
of property, buildings and improvements are recorded as temporarily restricted support until such amounts are expended for their restricted purpose. 

Revenues 

Admissions and parking revenues are recognized as received, which is at the time the patron is admitted to the Arboretum grounds. Memberships are sold throughout the year and are honored for one year from the date of sale. These memberships are considered charitable donations and 
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are recognized as revenue when they are sold. Gift shop revenue is recognized at the time of the sale of the merchandise. 

Recognition of Donor-Restricted Contributions 

Contributions restricted by donors are reported as an increase in unrestricted net assets if the restriction expires in the same reporting period in which the support is recognized. All other donor-restricted contributions are reported as an increase in temporarily or permanently restricted net assets depending on the nature of the restriction. 

Contributed Services and Non-Cash Donations 

Certain contributed services are reflected in the financial statements at the estimated fair value of the services received. Contributions are recognized if the services received (a) create or enhance non-financial assets or (b) require and are provided by individuals with specialized skills which, if not provided by donation, would typically have to be purchased. 

The Arboretum received approximately $125,000 and $174,000 of donated services for advertisements and legal services in the years ended December 31, 2011 and 2010, respectively. Such donated services are included in unrestricted contributions revenue and marketing or general and administrative expense. 

The Arboretum also received approximately $58,000 and $44,000 of donated plants and bulbs in the years ended December 31, 2011 and 2010. Such donated non-cash items are included in unrestricted contributions revenue, garden and grounds expense and property, buildings, and improvements. 

A substantial number of volunteers made significant contributions of their time to the Arboretum, principally in membership recruitment, development and general public operations. The value of this contributed time is not reflected in these financial statements because it does not meet the criteria for recognition under the generally accepted accounting principles. 

The cost of water and electricity usage is borne by the City and is not reflected in the statements of activities. 

Functional Expenses 

Certain expenses have been allocated based among the programs and supporting services benefited. 

Advertising 

Advertising and promotional expenses are expensed when incurred and totaled approximately $560,000 and $476,600 for the years ended December 31, 2011 and 2010, respectively. 

Income Tax Matters 

The Arboretum is exempt from federal income taxes under Section 501 (a) of the Internal Revenue Code (IRC) as an organization described in IRC Section 501(c)(3). Accordingly, no provision for income taxes has been made related to the Arboretum. However, should the Arboretum engage in activities unrelated to the purpose for which it was created, taxable income could result. Certain 
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operations of the gift shop are taxable. The Arboretum has not incurred any federal income tax for the years ended December 31, 2011 and 2010. 

The Arboretum follows the provisions of ASC 740-10, Income Taxes related to unrecognized tax positions. Under the provision, the Arboretum must recognize the tax benefit associated with tax taken for tax return purposes when it is more likely than not the position will be sustained. The implementation of the provision had no impact on the Arboretum's financial statements. The Arboretum does not believe there are any material uncertain tax positions and accordingly, it will not recognize any liability for unrecognized tax benefits. For the years ended December 31, 2011 and 2010, there was no interest or penalties recorded or included in the financial statements. 

Concentrations of Credit Risk 

Cash and cash equivalents are maintained at financial institutions and, at times, balances may exceed federally insured limits. The Arboretum has never experienced tosses related to these balances. All of our non-interest bearing cash balances were fully insured at December 31, 2011 and 2010 due to a temporary federal program in effect from December 31, 2010 through December 31, 2012. The contributions receivable are due from a limited number of donors and, therefore, are subject to significant adjustment should one of the donors be unable to fulfill their pledge. 

Reclassifications 

Certain reclassifications have been made to the 2010 financial statements to conform to the 2011 financial statement presentation. 

Endowment 

The Board of Directors of the Arboretum has interpreted the Texas State Uniform Prudent Management of Institutional Funds Act {UPMIFA) 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 Arboretum 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 donor-restricted 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 Arboretum in a manner consistent with the standards of prudence prescribed by UPMIFA. In accordance with UPMIFA, the Arboretum 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 
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The Arboretum's investment and spending policies for endowment assets attempt to provide a predictable str,eam of funding sufficient to support the programs of the Arboretum and donor 
objectives and to preserve or increase the purchasing power of the assets supported by its 
endowment. 

The investment policy establishes an achievable return objective through diversification of asset classes. As identified in the investment policy, the investment committee will maintain reasonable diversification at all times within both equity and fixed-income securities so as to provide for the 
investment objectives while avoiding undue risk concentration in any single asset class or 
investment category. 

The spending policy calculates the amount of money annually distributed from the Foundation's various endowed funds. The current spending policy is to distribute an amount not greater than 4% of the trailing three-year average of the total fund investment value at the end of the fiscal year. No distributions shall be made from any permanently restricted endowment investments if the distribution will reduce corpus. Distribution of funds from temporarily restricted investments shall 
be guided by, but not limited to, the policy for permanently restricted endowment investments. 

From time to time, the fair value of assets associated with individual donor restricted endowment funds may fall below the level that the donor requires the Arboretum to retain as a fund of perpetual duration. Deficiencies of this nature are reported in unrestricted net assets as of December 31, 2011. These deficiencies resulted from unfavorable market fluctuations that occurred after the investment of permanently restricted contributions. See Note 5 for further 
information. 

2. Investments 

Investments consisted of the following as of December 31: 

December 31, 2011 2010 

Certificates of deposit $ 25,975 $ 20,000 Marketable equity securities 62,898 68,821 Mutual funds 2,743,079 2,168,465 Bonds 11,928,046 8,967,046 

$ 14,759,998 $ 11,224,332 

Total return on investments for the each of the years ended December 31, 2011 and 2010 is 
summarized as follows: 

2011 2010 

Interest and dividends $ 475,924 s 142,716 

Realized gains (losses) on investments (4,381) 249,265 Unrealized losses on investments (303, 176) (130,870} 

Net (depreciation) appreciation of investments (307,557) 118,395 

Total investment return $ 168,367 $ 261,111 
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3. Contributions R'eceivable 

Contributions receivable were due as follows as of December 31: 

Less than one year 
One to five years 

Less: 
Unamortized discount 
Allowance for uncollectible pledges 

s 

s 

2011 

7,542,751 
3,431,396 

10,974,147 

166,182 
268,645 

10,539,320 

2010 

s 12,532,687 
9,718,691 

22,251,378 

444,092 
220,000 

$ 21,587,286 

The market discount rate used on long term contributions received ranged from 2.0% to 3. 96% as of December 31, 2011. 

During 2008, the Arboretum initiated a Capital Campaign for the funding of the design and construction of The Children's Garden. During 2008, the Arboretum received a $13,250,000 conditional contribution that was based upon the Arboretum's ability to raise additional funds for The Children's Garden before July 1, 2010. In 2010, this matching contribution was met and the pledge was recorded as temporary restricted public support in the statement of activities. 

4. Property, Buildings and Improvement 

Property, buildings and improvements consisted of the following as of December 31: 

2011 2010 

Landscaping and gardens s 15,387,008 $ 11,991,890 Building improvements 10,693,294 10,492,490 Furniture and equipment 5,962,185 5,639,827 Construction in progress 14,640,987 6,784,053 

46,683,474 34,908,260 Less accumulated depreciation 
and amortization 16,583,587 15,191,631 

$ 30,099,887 s 19,716,629 

Construction in progress consists of several projects at various stages of completion. The Arboretum is responsible for the design, coordination and management of each construction project. Once the project is complete, the associated costs are transferred to building improvements and landscaping and gardens and depreciated over their respective estimated useful lives. 

Depreciation expense was $1,391,956 and $1,408,015 for the years ended December 31, 2011 and 2010, respectively. 
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Children's Garden Construction 

In 2007, the Arboretum began the design phase of The Children's Garden and entered into a construction contract in 2011. In August 2011, the Arboretum broke ground and construction began on The Children's Garden. As of December 31, 2011 the construction was 17% completed. The Children's Garden is estimated to cost approximately $50 million of which approximately $37.7 million has been raised by the Arboretum. As of December 31, 2011 and 2010 construction in progress related to the Children's Garden was $12,751,000 and $4,637,000, respectively. 

5. Net Assets and Endowments 

Net assets include amounts unrestricted and restricted by donors for specific endowments or other specific purposes as follows as of December 31: 

2011 2010 

Unrestricted s 29,144,904 $ 19,822,426 Unrestricted - Board Designated Chihuly 500,000 

29,644,904 19,822,426 

Temporarily restricted: 
Contributions for various continuing capital projects 26,594,593 33,731,658 Contributions for education and other programs 572,640 265,750 

27,167,233 33,997,408 Permanently restricted: 
Permanent endowment to maintain the Garden and fund 

intern program 3,024,635 2,424,635 

s 59,836,772 $ 56,244,469 

For the year ended December 31, 2011 and 2010, net assets were released from restrictions as follows: 

Satisfaction of purpose restrictions 
Expiration of time restrictions 

15 

2011 

s 11 '724, 130 $ 
265,750 

s 11,989,880 $ 

2010 

3,449,343 
201,558 

3,650,901 
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The changes in endowment assets for the years ended December 31, 2011 and 2010 are summarized below: 

Endowment 
Temporarily Permanently 

Unrestricted Restricted Restricted 

Endowment assets at December 31, 2009 s (366,486) s s 2,331,482 
Contributions 

93,153 Unrealized loss (59,397) Realized gain 241 '907 Interest Income 44,090 

Endowment assets at December 31, 2010 (139,886) 2,424,635 
Donor Designated - Transfer 

600,000 Unrealized loss (149,661) Realized gain 29,686 Interest Income 86,485 

Endowment assets at December 31, 2011 s (173,376) s - s 3,024,635 

6. Notes Payable 

During 2011, the Arboretum entered into a $15,000,000 advancing term loan agreement with Amegy Bank of Texas, as a bridge loan to finance the construction of the Rory Meyers Children's Adventure Garden, with a maturity date of November 1, 2021. Interest on the loan is based on a fluctuating rate defined as the LIBOR Index Rate, plus the LIBOR Margin of 2. 75%. All pledges to the Children's Garden Campaign serve as collateral for the note payable. Payments on the outstanding borrowings under the note are due monthly, beginning in December 2011. As of December 31, 2011 there were no amounts outstanding. 

During 2009, the Arboretum entered into a $135,542 commercial financing agreement to finance a new accounting system. The agreement includes monthly principal and interest payments of $3,758 and matures in August 31, 2012. As of December 31, 2011 the outstanding balance on the note is $30,065. 

During 2003, the Arboretum entered into a $500,000 revolving note payable with a bank. Borrowings under the note were based on a borrowing base, as defined in the note agreement. Interest on the outstanding borrowings under the note was payable quarterly at the bank's prime lending rate, which was 3.25% at December 31, 2011. All pledges of the Arboretum serve as collateral for the note payable. There were no amounts outstanding on the revolving note payable as of December 31, 2011 or 2010. This revolving facility matured in June 2011 and was not renewed. 

7. Retirement Plan 

In March 2002, the Arboretum adopted the Dallas Arboretum 401 k Plan (the 401 k Plan) which covers all eligible full time employees. The Arboretum provides for matching contributions of 100% of the employee's contribution up to 4 % of their salary and may also provide for a discretionary contribution. For the years ended December 31, 2011 and 2010, the Arboretum's matching 
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contributions to the 401k Plan totaled approximately $72,000 and $63,000, respectively. No discretionary contributions were made during 2011 or 2010. 

8. Affiliated Organization 

The Women's Council (the Council) is organized as a tax-exempt organization separate and apart from the Arboretum. The Council solicits funds on behalf of the Arboretum through a series of special events and provides funds to maintain the Women's Council Garden. During 2011 and 2010, the Council contributed approximately $144,000 and $143,000, respectively, to the Arboretum for expenses related to the maintenance of the Women's Council Garden. As of December 31, 2011 and 2010, the Arboretum had accounts receivable from the Council of approximately $54,000 and $25,000, respectively. 

9. Commitment and Contingencies 

Operating Leases 

The Arboretum has entered into noncancellable operating leases for office equipment. As of December 31, 2011, future minimum lease payments required under noncancellable operating leases are as follows: 

2012 
2013 
2014 
2015 

s 74,272 
70,766 
60,526 
28,751 

s 234,315 

Rental expense totaled approximately $409,000 and $311,000 for the years ended December 31, 2011 and 2010, respectively. 

Litigation 

From time to time, the Arboretum is subject to certain claims and contingent liabilities that arise in the normal course of business. None of these, in the opinion of management, is expected to have a material adverse effect on the Arboretum's financial position, change in net assets or cash flows. 

10. Fair Value Measurements 

Fair value is defined under accounting principles generally accepted in the United States as the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants. A fair value measurement assumes that the transaction to sell the asset or transfer the liability occurs in the principal market for the asset or liability or, in the absence of a principal market, the most advantageous market for the asset or liability. The price in the principal (or most advantageous) market used to measure the fair value of the asset or liability shall not be adjusted for transaction costs. An orderly transaction is a transaction that assumes exposure to the market for a period prior to the measurement date to allow for marketing activities that are usual and customary for transactions involving such assets and 
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liabilities; it is not a forced transaction. Market participants are buyers and sellers in the principal market that are (1) independent, (2) knowledgeable, (3) able to transact and (4) willing to transact. 

The fair value hierarchy exists for valuation inputs that gives the highest priority to quoted prices in active markets for identical assets or liabilities and the lowest priority to unobservable inputs. The fair value hierarchy is as fottows: 

Level 1 Inputs - Unadjusted quoted prices in active markets for identical assets or liabilities that the reporting entity has the ability to access at the measurement date. 

Level 2 Inputs - Inputs other than quoted prices included in Level 1 that are observable for the asset or liability, either directly or indirectly. These might include quoted prices for similar assets or liabilities in active markets, quoted prices for identical or similar assets or liabilities in markets that are not active, inputs other than quoted prices that are observable for the asset or liability (such as interest rates, volatilities, prepayment speeds, credit risks, etc.) or inputs that are derived principatty from or corroborated by market data by correlation or other means. 
Level 3 Inputs - Unobservable inputs for determining the fair values of assets or liabilities that reflect an entity's own assumptions about the assumptions that market participants would use in pricing the assets or liabilities. 

The following table represents assets and liabilities reported on the consolidated balance sheet at their fair value as of December 31, 2011 and 2010 by level within the fair value measurement hierarchy: 

December 31 , 2011 : 
Measured on a recurring basis: 

Assets: 

Total 

Marketable equity securities 
Mutual funds 
Bonds 

Certificates of deposit 

December 31, 2010: 
Measured on a recurring basis: 

Assets: 

Total 

Marketable equity securities 
Mutual funds 
Bonds 
Certificate of deposit 

s 

s 

s 

s 

Assets Measured 
at Fair Value 

62,898 s 
2,743,079 

11,928,046 
25,975 

14,759,998 s 

68,821 s 
2,168,465 
8,967,046 

20,000 

11,224,332 $ 

Fair Value 
Measurements at Reporting Date Using 

Quoted Prices 
in Active Markets 

for Identical 
Assets (Level 1) 

62,898 
2,743,079 

11,928,046 
25,975 

14,759,998 

68,821 
2,168,465 
8,967,046 

20,000 

11,224,332 

s 

s 

s 

$ 

Significant Other 
Observable Inputs 

(Level2) 

s 

$ 

s 

$ 

Significant 
Unobservable 

Inputs 
(Level)) 

Investments are classified within Level 1 of the valuation hierarchy. The Arboretum obtains fair value measurements for investment securities from investment managers and brokers. The fair value measurements for Level 1 investment securities consider observable data that may include quoted prices in active markets. 
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11. Subsequent Events 

Management has evaluated all events or transactions occurring after December 31, 2011, the statement of financial position date, through July 27, 2012, the date the financial statements were available to be issued, and noted that there have been no such events or transactions which would require adjustments to or disclosure in the Arboretum's financial statements for the year ended December 31 , 2011. 
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