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Conlemporary Arts Center 
INDEPENDENT AUDITORS" REPORT 

We have audited the accompanying statement of financial position of the Contemporary Arts Center (the "Center" - a l.ouisiana not-for-profit corporation) as of June 30, 2998, and the related stalemeuts of activities and cash flows for the year then ended. These financial statements are the responsibility of the Center's managemel~t. Om responsibility is to express an opinion on these financial statements and supplemental schedules based on our audit. We conducted our audit in accordance with generally accepted auditing standards and the standards applicable In financial audits contained in Government AuditingStandards ,issued by the Comptroller General of the Uuited States. Those standards require that we plan and perform the audil to nbtaJu reasonable assurance about whether the financial statements are free of material nrisstatement. 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 out 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 the Center as of June 30, 1998, and the changes in its net assets and its cash flows for the },ear then ended in conformity with generally accepted accounting principles. In accordance with Government Auditil~dards, we have also issued a report dated ~,plember 18, 199P, on our consideration of the Center's internal control over financial reporting and our tests of its compliance with certain provisions of laws, regulations, and grants. Oul audit was performed for the purpose of forming an opinion on the basic financial statements of the Center taken as a whole. The Supplemental Schedule of Departmental Activity is presented for purposes of additional analysis and is not a required part of tbe basic financial statements. Sucb information has been stH~jecled 1o the auditing procedures applied in the audit of the basic financial slatemenls and, m our opinion is fairly stated, in all material respects, in relation to the basic financial statements taken as a whole. 

New Orleans, Louisiana Seplembm 18, 1998 



CURRENT ASSETS ASSETS Cash and cash equivalents Pledges and grants receivable Due from other funds 

CONTEMPORARY ARTS CENTER STATEMENT OF J:INANCIAI. POSITION 

Prepaid expenses Total current assets FIXF.D ASSETS, net of depreciation ART COLLECTION INVESTMENTS LONG-TERM RECEIVABLE OTI tER ASSETS '1 oral asseLs IdABIIdTIES AND FUND BALANCES CURRENT 1.1ABILITII~S Accounts payable and accrued expenses Notes payable (Note 3) 1)ue to other funds Total current liabilities FUND BALANCES Permanently restricted Temporarily restricted Unrestricted Total fund balances Total liabilities and fund balances 

~L1998 
Unrestricted Temporarily Permanently Fund Restricted Restricted 
$ 17,351 20.904 919 39,174 1,669,704 93,126 
_~30Z7 307 

$ 15,000 125,000 99,468 
239.468 
76.536 

$ 40,008 75,000 28,871 ~43,879 
103,416 58.103 

$ 72,359 220,904 128,339 919 422,521 1,669,704 93,126 103,416 134,639 7.307 $1,ff.09~%J.l $31G004 ~305~39~ $2~430,713 
$ 223,888 132,267 
4~ 
1 324 817 

$ - $ 

316,004 
1324 817 ~004 $1~809~3ll $ ~31G004 

305,398 
3~ $ 395,39~8 

The accompanying notes are an integral part of these financial statenaenls 

$ 223,888 132,267 _ 128,3~ 484.494 
305,398 316,004 _~24~8 ~ 7 ] c,94)4G219 $2,430,713 



 



CONTEMPORARY ARTS CENTE 

CASI ] FLOWS FROM OPERATING AND CAPITAl. FUND-RAISING ACTIVH'IES: Excess of revenues over expenses Charges to operations not using cash- I)epreciation (Increase) in pledges, grants and contributions receivable (Increase) in long-term receivables 1)ecrease in prepaid expenses Decrease in other assets Increase in accounts payable and accrued expenses Net cash provided by operating and capital fund-raising activities CAStl FI.OWS FOR INVESTING ACTIVITI14S: Pu rchase o f eq uipmen t (Increase) in endowment fund and other investments Net cash (used in) investing activities CA.qt I FLOWS FOR FINANCING ACTIVH'IES: Net proceeds from notes payable Net cash provided by financing activities NET INCREASE IN CASl ] AND CASI t EQUIVALENTS CASt I AND CASII EQUIVA1.ENTS AI BEGINNING OF YEAR CASI l AND CASH EQUIVALENTS AT END OF YEAR 
The accompanying notes are an integral part of these financial statements 

1998 
$ 38,275 84,699 (101,978) (42,472) 13,303 250 7G~263 _69,34o (70,618) __{5~z3o) ~(75~sasa.8) 39~282 _ 1G282 12,774 _. 5G_~85 22~359 
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NTEMPORARY ARTS CENTF~R 
NOTES R 

SUMMARY OF SIGNIFICANT ACCOUNTING PO 

The financial statements of the Center have been prepared on tile accrual basis of accounting. Significant accounting policies are summarized below. Fund Accountiu~g The Center provides for funds according to three classes of net assets - permanently restricted, temporarily restricted and unrestricted to comply with limitations and restrictions placed on the use of resources by the donor. Eg, ui~z~ en t and Equipment and leasehold improvemeuts are stated at acquisition cost or, in the case of gifts, fair value at the date of donation. Major additions are capitalized; maintenance and repairs which do not improve or extend the life of the respective asset are charged to expense. Contributions received in aid of construction are cledited to contribution revenues and included in the cost of the assets acquired with such contributions. Depreciation is provided to relate the cost of depreciable assets to operations over their estimated service lives on a straight-line basis. Fixed assets consist of the following 

Art Collection 
Equipment Building Accumulated depreciation Net 

Unrestricted $ 234,018 2,208,090 ~d.772,404) $_!,669.704 
The Center commissioned several works of art which are housed in the building at 900 Camp Street and are earzied in the accompanying financial statements at cost. The Center does not record depreciation on the art collection as depreciation is not required to be recognized under generally accepted accounting principles on individual works of art or historical treasures whose economic benefit or service potential is used up so slowly that their estimated useful lives are extraordinarily long. 



Gifts, Grants and Pledges Gifts, grants and pledges are recorded in the three classes of net assets in accordance with the reslziction of the donors. Non-cash gifts and grants are recorded as revenue at fair market value at the date contributed, if an objective valuation is determinable. Pledged contributions are recorded as receivables when a finn pledge is made and collectibility is reasonably determinable. If a pledge is to be received over a period of more than a year, the respective non-current amourtt is recorded as a non-current receivable. I)onated Materials and Services Certain donated materials and services are reflected as contributions in the accompanying statements at their estimated fair values at tile date of receipt. In addition, a substantial number of unpaid vohmteers have donated significant amounts of their time to the development of the Center's program services and m its fund raising canlpaigns; these services have not been recorded as contributions since there is no objective basis to measure their value. lnvestnlents Changes in unrealized gains and losses are included in the change in fund balance in tim accompanying Statement of Activities. Gains and losses from the sale or other disposition of investments and other noncash assets are accounted for in the classification that reported the assets. Ordinary income from investments is accounted for in the classification reporting flm assets. lnterfund Receivables and Payables U.se of unrestricted or restricted ftmds for building or operating purposes is accomlted for through due to and due from accounts in the respective funds. Advances between funds which are not expected to be repaid are accounted for as transfers. When repaymertt is expected, the advances are accounted for through tile due to and due from accounts. lncolno ]'axes The Center is exempt from income taxes under Section 501(c)(3) of the Internal Revenue Code and accordi+lgly, no provision for income taxes has been reflected in the financial statements. Use of Estig~ates The preparation of financial statements in conformity with generally accepted accounting principles requires management to make estimates and assumptions that affect the reported amounts of assets and liabilitios at the date of the financial statements and the reported amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates. 



2. FF,1)FY, AI, FUNDING The Center did not receive any federal grant monies during fiscal year 1998. Therefore, tile Schedule of Federal l;inancial Assistance and the Report on Compliance with Requirements Applicable to Each Major Program and Internal Control Over Compliance in Accordance with OMB Circular A-133 is not applicable in the current year. 3. NOI'ES PAYABLE: Notes payable consist of the following Note payable to a bank dated September 23, 1997, bearing interest at 8.25%, interesl payable monthly, due September 23,1998 Note payable to a bank dated June 5,1998, bearing interest at 8.75%, interest payable monthly, due January 5,1999 Note payable to a corporation, dated November 28, 1995, bearing no interest, due on demand Note payable to a corporation, dated August 7, 1995, bearing no interest, due oil demand Total notes payable 

$ 50,767 20,000 50,000 11,500 }_]32,267 The notes dated November 28, 1995 and August 7, 1995, are payable to an entity controlled by a member of the Board of Directors. Although the original due dates for the notes have expired, no demand for payment has been made. 4. REI~ATEI)-PARTY TRANSACTIONS A company controlled by a member of the Center's Board of 1)ireclors leases a portion of the building at 900 Camp Street to the Center pursuant to a lease which initially expired in December 1992. Monthly rentals began in Jam~ary 1993 and the lease provides the Center with the option to renew the lease for three successive five-year periods beginning in 1993. The first renewal option (January 1993 to I)ecember 1997) called for annual rentals of $45,820, the second option (January 1998 to December 2002) calls for annual rentals of $91,640, and the final renewal option (January 2003 to December 2007) calls for annual rentals of $137,460. 3"he Centel exercised its first renewal option in fiscal year 1993. On December 2, 1994, the lease was amended such that no rent, other than $1,185 monthly for maintenance and insurance, was due from the Center until January 1998. Since January 1998, no rent or maintenance fees have been billed to the Center. Related entities, also controlled by the same Board member, contributed approximately $64,650 to tile Center during fiscal },ear 1998. Other members of the Center's Board of Directors and parties related to them made contributions of approximately $524,025 during fiscal year 1998. 
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE AND ON INTERNAl. CONTROl, OVER FINANCIAL REPORTING 
To the Board of Directors of Contemporary Arts Center We have audited the financial statements of the Contemporary Arts Center (the "Center" - a l.ouisiana not- for-profit corporation) as of and for tile year ended June 30,1998, and have issued our report thereon dated September 18,1998. We conducted our audit in accordance with generally accepted auditing standards and the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States. Compliance As part of obtaining reasonable assurance about whether the Center's financial statements are free of material rnisstatement, we performed tests of its conrpliance with certain provisions of laws, regulations, contracts and grants, noncompliance with which could have a direct and material effect on the determination of financial statement amounts. However, providing an opinion on compliance with those provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The results of our tests disclosed no instances of noncompliance that are required to be reported under Government Auditin~: Standards. 
In planning and performing our audit, we considered the Center's internal control over financial reporting in order to determine our auditing procedures for the purpose of expressing our opinimr on the financial statements and not to provide assurance on the internal control over financial reporting. Our consideration of the internal control over financial reporting would not necessarily disclose all matters in the internal control over financial reporting that might be material weaknesses. A material weakness is a condition in which the design or operation of one or more of the internal control components does not reduce to a relatively low level the risk that misstatements in amounts that would be nraterial in relation to the finm~cia statemenis being audited may occur and not be detected within a timely period by employees in the norma course of performing their assigned functions. We noted no matters involving the internal control over financial reporting and its operation that we consider to be material weaknesses. This report is intended for the information of management, Board members and the Legislative Auditor of the State of I.ouisiana. However, this report is a matter of public record and its distribution is not limited. 
~ew OrleanG Lotlisiana September 18,1998 
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September18,1998 
To the Board of Directors of the Contemporary Arts Center: 

AANNRTHUR DERSEN 

As part of our audit of the financial statements or tile Contemporary Arts Center (the "Center") for the year ended June 30, 1998, we considered the Center's internal control structure to the extent we felt necessary for the purpose of providing a basis for reliance thereon in determining tt/e nature, timing and extent of the audit tests applied in connection with our audit of the Center's 1998 statements. Our consideration of the internal control structure did not entail a detailed study and evaluation of any of its elements and was not made for the purpose of making detailed recommendations or evaluating the adequacy of the Center's internal control structure to prevent or detect errors and irregularities. In this regard, it should be recognized that, because of inherent limitations in any internal control structure, errors or irregularities may occur and not be detected. Furthermore, projection of any evaluation of the internal control structure to future periods is subject to the risk it may become inadequate because of changes in conditions or deterioration in i~,s operating effectiveness. While the purpose of our consideralion of the internal control structure was not to provide assurances thereon, we noted certain matters that we want to report to you. These matters, which >.,ere considered by us during our audit and do not modify the opinion expressed in our auditors' report dated September 18, 1998, along with our recommendations, are described in the accompanyirtg memorandum. We appreciate the courtesies and cooperation extended to our representatives during the course of their work We would be pleased to discuss these recommendations in greater detail or otherwise assist in their implementation. 
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A~j~roved Vendor List 
CURRENT YEAR ISSUES 

We noted that tile Center does not maintain an official approved vendor list. Maintaining an official approved vendor list is a control which can help ensure that problem vendors are not utilized by the Center The Center should consider developing and utilizing a vendm list which is approved and updated annually Mauaeemeni Response Steps are being taken to compile a list of approved vendors. Each department will contribute a list of their approved vendors to a master list to be approved by the executive director. A list should be in place by Spring of 1999. 
In performing our disbursements testing, we noted that several invoices were missing as support for disbursements throughout the year. These disbursements were properly approved, and therefme these invoices did exist but were later lost or misfiled. All disbursements made throughout the year should be supported by having the check copy and invoice filed together. 
Controls assuring thai all disbursements have a corresponding invoice have been tightened 

~Jlissin)~ Mhmt~ We noted that several Board of l)ireclors minutes were missing. Minutes for every meeting should be kept at the CAC. 
Instead of relying upon the board secretary (a vohmteer) to produce mimltes, a staff member has been assigned to attend all board meetings to take notes and produce minutes. 



Review of Outstanding Checks 

STATUS OF PRIOR YEAR SUGGESTIONS 

Expense Review by Department Manager Approved Vendor List 

AS OF IUNE 30. 1998 

2 

Partially Not I n~)lemented Implemented 1 n_~j~lemm~ted X X X 


