
For the purpose of this report, we have classified the significant internal control structure policies and procedures used in administering federal award programs in the following categories: D Revenue/receipts Purchases/disbursements 
For all of "the in"ternal conlrol s"truc"ture ca"tegories lis"ted in lhe preceding paragraph, we ob"tained an understanding of the design of relevant policies and procedures and deternained whether they have been placed in operation, and we assessed control risk. During the year ended June 30, 1996, the ARTS COUNCIL OF GREATER BATON ROUGE, INC. (a non-profit corporation) had no major federal award programs and expended 100 percent of its total federal awards under the following non-major programs: ~ Local Arts Agerteies ~ Arts in Education ~ Special Initiative/Governor's Awards We performed tests of controls, as required by OMB Circular A-133, to evaluate the effectiveness of the design and operation of the internal control structure policies and procedures that we cortsidered relevant to preventing or detecting material noncompliance with specific requirements, general requirements, and requirements governing claims for advances and reimbursements and amounts claimed or used for matching that are applicable to the aforementioned non-major programs. Our procedures were less in scope than would be necessary to render an opinion on these internal control structure policies and procedures. Accordingly, we do not express such an opinion. Our consideration of the internal control structure policies and procedures used in administering federal awards would not necessarily disclose all matters in the internal control structure that might constitute material weaknesses under standards established by the American Institute of Certified Public Accountants. A material weakness is a reporlable condition in which the design or operation of one or more of the internal control structure elements does not reduce to a relatively low level the risk that noncompliance with laws and regulations that would be material to a federal award program may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. We noted no matters involving the internal control structure and its operations that we consider to be material weaknesses as defined above. This report is intended for the information of the board of directors, management, the Louisiana Division of the Arts and the Legislative Auditor. ttowever, this report is a matter of public record, and its distribution is not limited. 
Baton Rouge, Louisiana October 31, 1996 
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH TIlE GENERAL REQUIREMENTS APPLICABLE TO FEDERAL AWARD PROGRAMS Board of Directors Arts Council of Greater Baton Rouge, 1 nc Baton Rouge, Louisiana We have audited the financial statements of the ARTS COUNCIL OF GREATER BATON ROUGE, INC. (a non-profit corporation) as of and for the year ended June 30, 1996, and have issued our report thereon dated October 31, 1996. We have applied procedures to test the compliance of the ARTS COUNCIL OF GREATER BATON ROUGE, INC. (a non-profit corporation) with the following requirements applicable to its federal award programs, which arc identified in the accompanying Schedule of Federal Awards, for the year ended June 30, 1996: Political activity Civil rights Cash management Federal financial reports Allowable costs/cost principle Drug free workplace Administrative requirements 

With respect to the items tested, the results of our procedures disclosed no material instances of noncompliance with tire requirements listed in the second paragraph of this report. With respect to items not tested, nothing came to our attention that caused us to believe that the ARTS COUNCIL OF GREATER BATON ROUGE, INC. (a non-profit corporation) had not complied, in all material respect';, with those requirements. Also, the results of our procedures did not disclose an)' immaterial instances of noncompliance with those requirements. This report is intended for the information of the board of directors, management, the Louisiana Division of the Arts, and the Legislative Auditor. However, this report is a matter of public record, and its distribution is not limited. 
Certified Public Accountants Baton Rouge, Louisiana October 3 I, 1996 
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FAL~K 
INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH SPECIFIC REQUIREMENTS APPLICABLE TO NONMAJOR FEDERAL AWARD PROGRAM TRANSACTIONS Board of Directors Arts Council of Greater Baton Rouge, lnc Baton Rouge, Louisiana We have audited the financial statements of the ARTS COUNCIL OF GREATER BATON ROUGE, INC. (a non-profit organization) as of and for the year ended June 30, 1996, and have issued our report thereon dated October 31, 1996. In connection with our audit of the financial statements of the ARTS COUNCIL OF GREATER BATON ROUGE, INC. (a non-profit corporation) and with our consideration of the Council's internal con|rol structure used to administer federal award programs, as required by Office of Management and t3udget (OMB) Circular A-133, "Audits of Institutions of Higher Education and Other Non-profit Institutions," we selected certain transactions applicable to certain non-major federal award programs for the year ended June 30, 1996. As required by OMB Circular A-133, we have performed auditing procedures to test compliance with the requirements governing types of services allowed or unallowed, reporting requirements, and special tests and provisions that are applicable to those transactions. Our procedures were substantially less in scope than an audit, the objective of which is the expression of an opinion on the ARTS COUNCIL OF GREATER BATON ROUGE, INC.'s (a non-profit corporation) compliance with these requirements. Accordingly, we do not express such an 

With respect to the items tested, the results of' our procedures disclosed no material instances of noncompliance with the requirements listed in the preceding paragraph. With respect to items not tested, nothing came to our attention that caused us to believe that the ARTS COUNCIL (IF GREATER BATON ROUGE, INC. had not complied, in all material respects, with those requirements. Also. the results of our procedures did not disclose any immaterial instances of noncmnpliance with those requirements. This report is intended for the information Division of the Arts, and the Legislative Auditor. its distribution is not limited. 
Baton Rouge, Louisiana October 31, 1996 
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LLc CerttfledlubhcAccountant Busln~ssAd~l or 
INDEPENDENT AUDITORS' REPORT 

Board of Directors Arts Council of Greater Baton Rouge, Inc Baton Rouge, Louisiana We have audited the accompanying statements of financial position of the ARTS COUNCIL OF GREATER BATON ROUGE, INC. (a non-profit corporation) as of June 30, 1996 and 1995, the related statement of cash flows for the years then ended and the statement of activities for the year ended .June 30, 1996. These financial statements are the responsibility of the: Council's management. Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audits in accordance with generally accepted auditing standards, Government Auditip~g Standardv, issued by the Comptroller General of the United States; and Office of Management and Budget (OMB) Circular A-133, "Audits of Institutions of Higher Education and other Non-profit Institutions." Those standards and OMB Circular A-133 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 examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes 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 faMy, in all material respects, the financial position of the ARTS COUNCIL OF GREATER BATON ROUGE, INC. as of June 30. 1996 and 1995, the cash flows for the years then ended and the change in its net assets for the year ended June 30, 1996. in conformity with generally accepted accounting principles. 
As discussed in Note 7, the ARTS COUNCIL OF GREATER BATON ROUGE, IN(" changed its method of recording contributions and financial reporting and presentations. 
In accordance with Government Auditing Standards', we have also issued reports dated October 31, 1996, on our consideration of the Council's internal control structure and on its compliance with laws and regulations. 
Baton Rouge. Louisiana October 31. 1996 Certified Public Accountants 
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Exhibit A ARTS COUNCIL OF GREATER BATON ROUGE, INC. Baton Rouge, Louisiana STATEMENTS OF FINANCIAL I?OSITION June 30, 1996 and 1995 ASSETS 1996 1995 C URRF, NT ASSETS Cash and cash equivalents Unrestrieted Restricted Certificates of deposit Receivables: CFA Campaign, net of allowances for uncollected pledges ($43,137 and $35,973 for 1996 and 1995, respectively) Grants Other Prepaid assets Tolal current assets EQUIPMENT ANT) LEASEIIOLD IMPROVEMENTS, net Total assets LIABILITIES AND NET ASSETS CURRENT LIABILITIES Accounts payable Due to grant recipients Accrued expenses and other liabilities Deposits Deferred revenues: General operation Programs Total current liabilities NET ASSETS Unrestricted: Designated: Operating reserve Multicultural arts Equiprnent reserve Create Baton Rouge Cultural plan development Undesignated Total unrestricted net assets Temporarily restricted: Community Fund for the Arts Total net assets Total liabilities and net assets Tile accompanying notes to financial statements are an integral part of this statement. 2 

$ 722,389 $ 604,884 59,920 83,927 410.491 292,057 
190,990 295,903 550 7 963 1,688,206 _. 21,582 $ 1,709,788 
24,707 756,849 32,436 59.920 36,485 57.239 967.636 
261,860 35,065 40.000 80.000 97.000 513,925 
228 227 742,152 

220,632 191.867 800 751 1,394,918 13,881 $ 1.408,799 

36,485 98.696 792.167 
245,437 30,065 30.000 40,000 94.000 439.502 
77.130 616,632 $ 1,709,788 $ 1,408.799 



ARTS COUNCIL OF GREATER BATON ROUGE, 1NC Baton Rouge, Louisiana STATEMENT OF ACTIVITIES or the )car ended June 3D. 1096 
SUPPORT, REVENUES, AND RECLASSIFICATIONS Contributions ('I A Campaign and Workplace (iix ing Indi', idual ('orporate ('l A(" (iala. net ot expenses In-kind 
Grants and Contractual Services Municipal 'parish Start: ('omnlunit~. I'ulld tbr the Arts School $2, stem and other ()tiler 
Other ]incrcsl Special c', cnts. nel ot'cxpenses Miscellaneous Net assets released I?om restrictions 
EXPENSES Grants to (TA - recipient organizations l)esigr:atcd CFA sponsorships General and administratixe I~rograms and dex elopment 

NE1 ASSETS Beginning of period, as rcsmted End of period 

Tern pora rily Unrestricted Restricted Totals 

Exhibil B 

1996 1995 
- $ 740.890 $ 740,890 $ 811.161 33.586 33.586 32.8//7 2.015 2.015 9,7(10 10,064 10,064 7.920 4.613 4,613 35.601 755,567 791,168 861,588 
186,620 511.809 97,000 115.583 32,500 
26.810 3.312 721.0~9 751.18 

6.589 
721.(159 704,47 

186.620 511.809 97,(1(1(1 115,583 32.500 
126,186 492.561 94.0OO I I 1.790 5.967 

43,399 3.312 46.7 
25.202 10,590 321 36.113 

598.000 20,000 311,701 726.170 655.87 74.423 51.097 

598.0(1(I 20.000 311.701 726.170 
540.(1(10 24.600 312.5'14 626.104 

391.815 
$ 513,925 $ 228,227 $ 742,152 $ 616.632 

The accompanying notes to financial statements are an integral pan of this statement. 3 



ARTS COUNCIL OF GREATER BATON ROUGE, INC. Baton Rouge, Louisiana STATEMENTS OF CASH FLOWS For the years ended June 30, 1996 and 1995 
CASH FLOWS FROM OPERATING ACTIVITIES Change in net assets Adjustments to changes in net assets Depreciation Changes in operating assets and liabilities: CFA campaign receivable Prepaid expenses, grants and other assets Accounts payable Amounts due to grant recipients Accrued expenses and other liabilities Deferred revenues 
Net cash provided by operating activities 
CASIt FLOWS FROM INVESTING ACTIVITIES Investments in fixed assets Net changes in investments 
Net cash provided by investing activities 
Net increase in cash and cash equivalents 
CASIt AND CAStt EQUIVALENTS Begirming of period 

Exhibit C 

1996 1995 $ 125,520 $ 224,817 
5.036 
29,642 (110,998) (4,972) 225,264 (3,366) (41,457) 
224.669 
(12,737) (118,434) 

5,262 
35.078 (10,419) 6,791 (35,441) 66,728 7.603 
300.419 
(11,095) (148,601) 

(131,171) (159,696) 
93,498 140,723 
688.811 548,088 $ 782,309 $ 688.811 

The accompanying notes to financial statements are an integral part of this statement. 4 



ARTS COUNCIL OF GREATER BATON ROUGE, INC. Baton Rouge, Louisiana NOTES TO FINANCIAL STATEMENTS NOTE I - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES Nature of activities The Arts Council of Greater Baton Rouge, Inc. (the Council) was founded in 1973 to serve the City of Baton Rouge and East Baton Rouge Parish. The mission of the Council is to preserve the heritage and to develop the cultural life of the Greater Baton Rouge Area. In addition, the Council conducts an annual united fund drive for participating arts organizations. Basis of presentation The financial statements of the Council have been prepared on the accrual basis. ]'be significant accounting policies are described below to enhance the usefulness of the financial statements. Financial statement presentation follov,s the recommendations of the Financial Accounting Standards Board in its Statement of Financial Accounting Standards (SFAS) No. 117, Financial Statements (~fNot-fi)r-t'rofil Organizations. Under SFAS No. 117, the Council is required to report information regarding their financial position and activities according to three classes of net assets: unrestricted net assets, temporarily restricted net assets, and permanently restricted net assets. The Council does not ha~e permanently restricted net asscts. The statemcnt of activities presents expenses of the Council's operations flmctionalb between program services and general and administrative, Estimates The preparation of financial statements in conformity with generally accepted accounting principles requires management to make estimates and assumptions that affect the rcported amounts of assets and liabilities and 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. Estimates are used primarily 'xhen accounting for the allowance for uncollected pledges, prepaid assets, deprcciation and deferred revenues. Actual results could differ from those estimates. Promises to give The Council follows the recommendations of the Financial Accounting Standards Board in its Statement of Financial Accounting Standards (SFAS) No. 116, Accounting for Contributions Received and Contributions Made. In accordance with SFAS No. 116, contributions received are recorded as unrestricted, temporarily restricted, or permanently restricted support depending on the existence and/or nature of any donor restrictions. 



 
Exhibit 1) Continued NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUEI)) Promises to give (continued) 

Grant revenue recognition 

Grants which represent contributed support are recognized in the same manner as promises to give. Cash and cash equivalents The Council considers all highly liquid certificates of deposit with a maturity of three be cash equivalents. investments, money market funds and months or less at the date of acquisition to 
The Council has an agreement with its bank for automatic investment service, whcreby excess operating funds are invested daily at a competitive rate of return. The investinent is a repurchase agreement with the bank and the investments are in certain securities of the United States Government or agencies, thereof. Allowance for uneolleelible pledges An allowance for uncollectible pledges is provided based on tile Board of Directors' best estimate of uncollectible pledges. Equipment and leasehold improvements Equipment and leasehold improvements are recorded at cost. Depreciation of equipment and leasehold improvements is computed using the straight- line method over the estimated useful lives of the assets. 



Exhibil I) Continued NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUE1)) Contractual services The Council contracts with local municipalities and school systems to provide cducalion set, ices and cultural development to residents and school children, organizations and the community as a whole. The Council rccords contractual services as receivablcs al the time the services arc provided to the recipients. Income taxes The Council is a non-profit organization and is exempt from federal income taxes under Section 501(c)(3) of the Internal Revenue Code. Restricted and designated fund balance The Board of Directors has designated certain funds for a muhicuhural arts program equipment, cultural plan development, and operating reserves. All temporarily restricted net assets are contributions, generated by' annual campaigns for support, which are designated to fund operations of participating arts organizations. When thc funds arc committed to each arts organization, temporarily restricted net assets arc reclassified to unrestricted net assets and reported in the statement of activities as net assets released from restrictions. Donated facilities and furniture 
"lhe Council utilizes, without charge, certain premises and related office furniture owned by the City-Parish government. The mmual fair rental value of the premises and thc furniture is estimaled to be $] 00,000. In addJlion, the City-Parish govemmen( provides utilities for the building which are estimated to be $30,000 annually. These items are not reflected as support and expense in the financial statements, Contributed sen'ices I)uring lhe year ended June 30. 1996, the value of contributed services meeting the requirement for recognition in the financial statements was not material and has not been recorded. 
The Council, as custodial agent, maintains cash and cash equivalents for a loca memorial committee and an advocacy organiza(ion. Reclassifications Certain amounts in the 1995 financial statements have becn reclassified to conform with the 1996 financial stalemen! presentation. 



NOTE 2 - EQUIPMENT AND LEASEHOLD IMPROVEMENTS 
Exhibit D Continued 

A summary of equipment and leasehold improvements, related service lives and accumulated depreciation at June 30, 1996 and 1995, is as follows: 
Equipment and furnishings Leasehold improvements l.ess accumulated depreciation 

Estimated Service laves 1996 1995 
5 - 10 years 5 years $ 75,261 __ 1,023 76,284 ___(54.702) 

$ 62,525 1,023 63.548 __. (49,667t L21,582 $_ 13.881 Depreciation expense was $5,035 and $4,956 for the years ended June 30, 1996 and 1995, respectively. NOTE 3 - RETIREMENT PLAN The Council sponsors a tax-sheltered annuity program that allows full-time employees to defer a portion of their salary. No contributions are made by the Council. NOTE 4 - GRANTS TO PARTICIPATING AGENCIES 
For the years ended June 30, 1996 and 1995, grants were committed to the follox~ing recipient organizations. 1996 1995 
Baton P, ouge Symphony Arts Council of Greater Baton Rouge Louisiana Arts and Science Center Playmakers of Baton Rouge Baton Rouge Little Theater Foundation for Historical Louisiana WRKF Public Radio Swine Palace Baton Rouge Convention & Visitors Bureau, Festivals Committee Baton Rouge Ballet Theater Baton Rouge Gallery Louisiana Sinfonietta In the Company of Dancers Baton Rouge Gilbert & Sullivan Society Baton Rouge Concert Band 

$ 129.000 !)7,000 96,000 54,000 44,500 36,500 34.000 30.000 
25,000 15,000 14,500 7,000 6,000 5,000 4 500 

126,000 94.000 93.000 51.500 37,500 36.000 28,000 
24,500 19,000 12,500 6,000 5,000 4,500 2,500 $ 598,000 $ 540,000 



NOTE 5 - DESIGNATED CONTRIBUTIONS AND SPONSORSHIPS 
Exhibit D Continued 

For the years ended June 30, 1996 and 1995, designated contributions by. campaign donors and sponsorships are as follows: 
Baton Rouge Symphony Baton Rouge Symphony Youth Orchestra Arts Council of Greater Baton Rouge - Multicultural Arts Program LSU Theater Foundation for ttistorical Louisiana Arts Council of Greater Baton Rouge Arts in Education Program Others 

NOTE 6- GALA INCOME AND EXPENSES 

1996 1995 $ 16,000 $ 17,000 1,000 1,000 
2,000 2.000 1.000 3,000 1.600 $ 20.000 $ 24.600 

The Council has an annual Gala kick-off for the Community Fund for the Arts Campaign. The income and expenses attributable to the Gala are as follows: 
]I]COITIC Expenses 

NOTE 7 - CHANGES IN ACCOUNTING PRINCIPLES 
$ 20,941 __210.877) 

1995 $ 18,090 (10.170) $____10,064 $ 7,920 
The Council adopted the provisions of Statement of Accounting Standards (SFAS) No 116, Accounting.for Contributions Received and Contributions Made and SFAS No 117, Financial Statement of Notzfor-Profit Organizations in 1994. SFAS No. 116 requires the Council to distinguish between contributions that increase permanently restricted net assets, temporarily restricted net assets and unrestricted net assets. It also requires recognition of contributions, including contributed services meeting certain criteria, at fair values. As permitted by SFAS 116, the Council applied the provisions of this new statement by restating net assets as of June 30, 1995 and 1994. Previously, contributions received for specified arts organizations were recorded as deferred revenue and recognized when the payments were made. Also, expenditures associated with the annual support campaign were recognized in the fiscal year of the grant payments. 



NOTE 7 - CIIANGES IN ACCOUNTING PRINCIPLES (CONTINUED) 
Exhibit D Continued 

Under SFAS No. 116, such contributions are required to be reported as temporarily restricted support and are reclassifed to unrestricted net assets as the restriction is met. SFAS No. 117 established standards for general purpose external financial statements of not-for-profit organizations and requires a statement of financial position, a statement of activities, and a statement of cash flows. As permitted by this new statement, the ('ouncil has discontinued its use of fund accounting and has, accordingly, reclassified its financial statements to present unrestricted and temporarily restricted net assets. 1he adjustments made to previously reported net assets and fund balance classification are as follows: "Iemporarily Unrestricted Restricted Tota Fund Balance. June 30, 1994 $ 272,950 $ 111,426 $ 384,376 
Deferred revenue for designated recipients 
l)cferred campaign expenses 

91,150 533,755 624,905 
__ (617.466) (617,4(~) Net assets, June 30, 1994, as restated $ 364.100 $ 27,715 $ 391.815 Fund Balance. June 30. 1995 $ 345,502 $ 110,414 $ 455,916 

Deferred revenue for designated recipients 
Deferred campaign expenses 

94, 713,890 807,890 (647,174) (647,174) Net assets, June 30, 1995, as restated $ 439,502 $ 177.130 $ 616,632 

0 



lVAULK 
INDEPENDENT AUDITORS' REPORT ON SUPPLEMENTARY AND STATISTICAL INFORMATION 

Board of Directors Arts Council of Greater Baton Rouge. Inc Baton Rouge, Louisiana 
Our audit was made for the purpose of forming an opinion on the basic financial statements for the year ended June 30, 1996, taken as a whole. The supplementaD, information on Schedule 1 and in 

the Statistical Information are presented for purposes of additional analysis and are not a required part of the basic financial statements. Such information has been subjected to the auditing procedures applied in the audit of the basic financial statements and. in our opinion, is fairly stated in all materia respects in relation to the basic financial statements taken as a v, hole 

Baton Rouge. l.ouisiana October 31, 1996 
Certified Public Accountants 
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Special Independent Auditors' Reports ARTS COUNCIL OF GREATER BATON ROUGE, INC. Baton Rouge, Louisiana 
June 30,1996 



INDEPENDENT AUDITORS' REPORT ON SCHEDULE OF FEDERAL AWARDS 
Board of Directors Arts Council of Greater Baton Rouge, Inc Baton Rouge, Louisiana We have audited the financial statements of the ARTS COUNCIL OF GREATER BATON ROUGE, INC. (a non-profit corporation) as of and for the year ended June 30, 1996, and have issued our report thereon dated October 31, 1996. These financial statements are the responsibility of the Council's management. Our responsibility is to express an opinion on these basic financial statements based on our audit. We conducted our audit in accordance vdth generally accepted auditing standards, Government Auditing Standards. issued by the Comptroller General of the United States, and the provisions of Office of Management and Budget (OMB) Circular A-133, "Audits of Institutions of tiigher Education and Other Non-profit Institutions." Those standards and OMB Circular A-133 require that we plan and perform 'the audi~. 'to obtain reasonable assurance about v,:he~.her 'the financial s~.atements are free of material misstatement. An audit includes exalnining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes 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. Our audit was made for the purpose of forming an opinion on the basic financial statements of the ARTS COUNCIL OF GREATER BATON ROUGE, INC. (a non-profit corporation) taken as a whole. The accompanying Schedule of Federal Awards is presented for purposes of additional analysis and is not a required part of the basic financial statements. The information in that schedule has been subjected to the auditing procedures applied in the audit of the basic financial statements and, in our opinion, is fairly presented in all material respects in relation to the basic financial statements taken as a whole. 
Baton Rouge, Louisiana October 31, 1996 

Certified Public Accountants 
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FAULK 
INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL STRUCTURE BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
Board of Directors Arts Council of Greater Baton Rouge, Inc Baton Rouge, Louisiana 
We have audited the financial statements of the ARTS COUNCIL OF GREATER BATON ROUGE, INC. (a non-profit corporation) as of and for the year ended June 30, 1996, and have issued our report thereon dated October 31, 1996. We conducted our audit in accordance with generally accepted auditing standards and Government Auditing Standards, issued by the Comptroller General of the United States, and the provisions of Office of Management and Budget (OMB) Circular A-133, "Audits of Institutions of Higher Education and Other Non-profit Institutions." Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. The management of the ARTS COUNCIL OF GREATER BATON ROUGE, INC, (a non- profit corporation) is responsible for establishing and maintaining an internal control structure. In fulfilling this responsibility, estimates and judgments by management are required to assess the expected benefits and related costs of internal control structure policies and procedures. The objectives of an internal control structure are to provide management with reasonable, but not absolute, assurance that assets are safeguarded against loss from unauthorized use or disposition, and that transactions are executed in accordance with management's authorization and recorded properly to permit the preparation of financial statements in accordance with generally accepted accounting principles. Becau,;e of inherent limitations in any internal control structure, errors or irregularities may nevertheless occur and not be detected. Also, projection of any evaluation of the structure to future periods is subject to the risk that procedures may become inadequate because of changes in conditions or that the effectiveness of the design and operation of policies and procedures may deteriorate. In planning and performing our audit of the financial statements of the ARTS COUNCIL OF GREATER BATON ROUGE, 1NC. (a non-profit corporation) for the year ended June 30, 1996. we obtained an understanding of the internal control structure. With respect to the internal control structure, we obtained an understanding of the design of relevant policies and procedures and whether 
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they have been placed in operation, and we assessed control risk in order to determine our auditing procedures for the purpose of expressing our opinion on the financial statements and not to provide an opinion on the internal control structure. Accordingly, we do not express such an opinion. Our consideration of the internal control structure would not necessarily disclose all matters in the interual control structure that might be material weaknesses under standards established by the American Institute of Certified Public Accountants. A material weakness is a condition in which the design or operation of one or more of the internal control structure elements does not reduce to a relatively low level the risk that errors or irregularities in amounts that would be material in relation to the financial statements being audited may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. We noted no matters involving tile internal control structure and its operation that we consider to be material weaknesses as defined above, This report is intended for the information of the board of directors, management, the Louisiana Division of the Arts and the Legislative Auditor. However, this report is a matter of public record, and its distribution is not limited. 
Baton Rouge. l.ouisiana Octobcr 31, 1996 
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
Board of D:,r ec'tors Arts Council of Greater Baton Rouge, lnc Baton Rouge, Louisiana We have audited the financial statements of the ARTS COUNCIL OF GREATER BATON ROUGE, INC. (a non-profit corporation) as of and for the year ended June 30, 1996, and havc issued our report thereon dated October 31, 1996. We conducted our audit in accordance with generally accepted auditing standards and Government Auditing Standards', issued by the Comptroller General of the United States and the provisions of Office of Management and Budget (OMB) Circular A-133 "Audits of Institutions of ltigher Education and other Non-profit Institutions." Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. Compliance with laws, regulations, contracts, and grants applicable to ARTS COUNCIL OF GREATER BATON ROUGE, INC. (a non-profit corporation) is the responsibility of the Council's management. As part of obtaining reasonable assurance about whether the financial statements are free of material misstatement, we performed tests of tb_e Council's compliance with certain provisions of laws, regulations, contracts, and grants. ! Iowever, the objective of our audit of the financial statements was not to provide an opinion on overall compliance with such provisions. Accordingly, wc do not express such an opinion. 
The results of our tests disclosed no instances of noncompliance that are required to be reported under Gorernment Auditil~g Standards. This report is intended for the information of the board of directors, management, the Louisiana I)ivision of the Arts and the Legislative Auditor. However, this report is a rrtatter of public record, and its distribution is not limited. 
Baton Rouge, Louisiana October 31, 1996 
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FAULK 
INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL STRUCTURE USED IN ADMINISTERING FEDERAL AWARDS 

Board of Directors Arts Council of Greater Baton Rougc, Inc Baton Rouge, l,ouisiana We have audited the financial statements of the ARTS COUNCIL OF GREATER BATON ROUGE, INC. (a non-profit corporation) as of and for the year ended June 30, 1996, and have issued our report thereon dated October 31, 1996. We conducted our audit in accordance with generally accepted auditing standards: Government Auditi*Tg Standards, issued by the comptroller General of the United States; and Office of Management and Budget (OMB) Circular A-133, "Audits of Institutions of Higher Education and Other Non-profit Institutions." Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatcment. In planning and perfonning our audit for the year ended June 30, 1996. x~e considcrcd the internal control structure of the ARTS COUNCIL OF GREATER BATON ROUGE, INC. (a non- profit corporation) in order to determine our auditing procedures for the purpose of expressing our opinion on the financial statements of the ARTS COUNCIL OF GREATER BATON ROUGE, INC. (a non-profit corporation) and to report on the internal control structure in accordance with OMB Circular A-133. This report addresses our consideration of intcrnal control structure policies and procedures relevant to compliance vdth requirements applicable to federal award programs. We have addressed internal control structure policies and procedures relevant to our audit of the financial statements in a separate report dated October 31.1996. The managemcnt of the ARTS COUNCIL OF GREATER BATON ROUGE, INC. (a non- profit corporation) is responsiblc for establishing and maintaining an internal control strucmrc. In fulfilling this responsibility, estimates and judgments by management arc required to assess the expected benefits and related costs of internal control structure policies and procedures. The objectives of an internal control structure are to provide management with reasonable, but not absolute, assurance that assets are safeguarded against loss from unauthorized use or disposition, that transactions are executed in accordance with managemcnt's authorization and recorded properly to permit the pzeparation of financial statements in accordance with generally accepted accounting principles, and that federal award programs are managed in compliance with applicable laws and regulations. Because of inherent limitations in any internal control structure, errors, irregularities, or instances of noncompliance may' nevertheless occur and not be detected. Also, projection of any evaluation of the structure to future periods is subject to the risk that procedures may become inadequate because of changes in conditions or that the effectiveness of the design and operation of policies and procedures may deteriorate. 
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