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To the Board of Directors 
Arts Coun cil of New Orleans 

W e have audited the accompanying star t of financial position of the Arts Council of New Orlean s 
(ACNO - a Louisiana nonprofit corporation ), as of Desembe~" 31, 2003, and the related statements of 
activities and changes in net assets an d cash flows for the ye~ th en ended. These fm,m~ al statementa are 
the responsibility of ACNO's m~nagemenL Our responsibility is to express an  opinion on these financial 
statemen ts and schedule based on our  audit. 

W e conducted our audit in accordance with auditing standards gen erally acc epted in  the United States of 
Am erica smi the standards for financial audits contained  in Government Auditing Standards  issued by the 
Compe ller General of the United States. Those s~ndarda  require  that we plan  an d perform the audit to 
obtain reasonable assurance about wheth~ the fin andal statemen ts are fl'~  of material mis.~ temeni: An 
audit incltKles cxamlnh~g, on a test Ir~sis, evidence sllppor~  the amounts m~l discinsl~r~.s in the financial 
statemen ts. An audit also includes as sessing the accounting principles used an d significan t estimates 
made by management, as w~fl as evaluating the overall financial statement presentation. W e believe that 
our audit provides a reasonable basis fur  our opinion. 

ACNO presents its separate fin ancial statements and does not consolidate with a ~ y interrelated 
not-fur-profit organization which it controls through majority voting interest an d in which it has an 
economic interest In our  op inion, acc oun ting principles generally accepted in the United States of 
America requ~  can an l~  

In  our opinion, excep t for not presenting consolidat~l fin an cial statemen ts, the fin an cial statements 
referred to above present fairly, in all material re spects, the financial position of the Arts Council of New 
Or leans, as of Des embor 31, 2003, and the chan ges in its net assets an d its cash flows for the year then  
en ded in conformity with acco un ting principles generally accepted in the United States of America. 

In accordance wi th Government Auditing Standards, we have also issued a ~  on  our con sideration of 
ACNO's compliance and internal control over financial reporting dated April 30, 2004. That report is an 
integral part of an audit performed in ac cordance with Government Auditing Standards  en d should be 
resd in conjunction wi th this report in considering ~  results of our audit. 
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Our audit was performed for the purpose of forming an opinion on the flnanc/al statements taken as a 
whole. The schedule of support and expenses for state and passed through gnmts is presented for  purposes 
of additional analysis and is not a required part of the basic fm~ cial statements. This information  has 
been subjected to the auditing procedures applied in our audit of the basic financial sta~ments on d, in our 
opinion, is fairly stated in all material respects in relation to the basic finan~al statements taken as a 
whole. 

Meta~  ~ ul.~ na 
Apri! 30, 2004 
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Contracts 
C, zants 

]nvestmm  and intex~t income(loss) 
Oth_.~ income 

Public art pro~-ams 
Axis Busi~ ss Cente~ 

50,000 
103,571 
312,020 
20,732 
62,740 
549,063 

Ten~,~rib 
Restricted 

$ 516,245 
794,985 
5,665 
3,418 

1,320,313 

1,319,364 (1,319,364) 

905,848 
198,725 
187,900 
173,863 
48,325 
301,962 
24,822 

1,841,445 

26,982 

w rn~ nay 
Restricted 

2003 
Total 

$ $ 566,245 
898,556 

49,883 
317,685 
74,033 
62,740 

1,919259 

905,848 
198,725 
187,900 
173,863 
48,325 
301,962 

2002 
Total 

$ 533,142 
768,736 
339,742 
(26,654) 

891,927 
228,417 
201,302 
26,337 
47,710 
310,733 
47,125 

1,753,551 

949 49,883 77,814 (73,541) 

791,258 33,606 341,294 1,166,158 1,239,699 

$ 818,240 $ 34,555 $ 391,177 $1,243,972 $1,166,158 

The accompanying notes are an h:tegral part of this financial statement 
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Change in net assets 
Depreciation and amortization 
Unrealized gain on investments 
Changes in operating assets and liabilities 
Prepaid expenses 
Grants and pledges receivable 
Refundable advances 
Granls payable 
Accrued expenses 
Net cash provided by operating activities 

Repaymenls flora  Louisiana Ax'tists Guild 
Acquisition of equipment, fin-aiture and fixtures 
Sale of inve~ ts 

Net cash provided by investing activities 

The accompanying notes arc an integral part of ~  statement. 
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$ 77,814 
25,095 

(67,126) 

831 
123,097 
48,089 

(75,115") 
9,936 

14.2,621 

205,173 

507,688 



1. 

The Arts Council of New Orlem~ (ACNO), a nonprofit organization, is the dly's offidally 
designated arts agency. ACNO was formed in 1981 as a result of a merger of the Arm Cotmcil of 
C-rea~~ New Orleans and the M ayor's Com mitt~  for Arts and Cultural D~w lopmcnt ACNO's 
efforts are directe~ toward enhancing the cultural and artistic environm~ t in the New  Orleans 
~J:uopolitan area. 

The fi~ ncial statements a.~ prepared on the accrual basis of accounting 
accoun ting principles genemRy accepted in the United SULte~ of America. 

Use of Estinmtes 

Accoun ting principles generally accepted in the United States of America require management to 
make estimates and assumptions that affect the reported amounts of a~ ~,s and iiabilflies and 
disclosure of contingent assets and liabilities at the date of the finA,~ial statements and the reported 
amounts of revenues and expcmses during the reporting period. Actual results could differ fl'om 
those estim ates. 

Finauvial Ac~otmting Standards Board (FASB) Statement No. 117 entitled "Finandal Statemeats of 
Not-For-Profit Organizations" requirvs that net as sets and changes in net assets be reported for thr~  
classifications , permanently reslricmd, temporarily reslricted and unrestricted - based on the 
existence or absence of donor imposed restrictions. ACNO reports gifts of cash and other assets as  
reslrictvd support if they ~e received w/th donor imposed restrictions or requirements that limit the 
use of the donation. A douor  rcstricti~m ~ ds when a ~ ne ~ ictiou is met or  a purpose ~ ction 
is accomplished. As reslrictions are met, assets are reclas sified to unrestricted net as sets and 
reported as net as sets released from restrictions in the statemcm  of activities. ACNO records 
contributions with donor-hnposed conditions as refundable advances. 

Gifts, grants, and bequests are recorded as revenues in the period received and as assets, decrcas~ in 
liabilities or expenses depending on the form of benefits received. Non-cash gifts, grants, and 

bequests are recorded as revenue at the fair market value at the date contn'butcd, ff an objective 
valuation is determinable. 
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There is no allowance for uncolloc tiblc receivables because management believes all amounts 
recorded are coUectible. 

Voluntoers have given extensive amounts of time an d services to ACNO. The value of this 
co~m'buted time is not reflected in the accompanying financial statements since the volunteers' time 
does not meet the criteria necessary for recognition. In-kind contributions received by ACNO were 
not material in 2003. 

Professioaal and technical fees, supplies, office rent, utilities, telephone, and other administrative 
expenditures are allocated to projects based upon stsffhours of the project. 

Investments are carried at fair value based on quoted nmrket value. 

Interest income is allocated to restricted programs to fund certain costs when specifically required by 
applicable conlracts or grants. 

ACNO's equipment, fm'niture and fixtures consist of offi ce equipm ent and furnishings which are 
being detweciated utilizing the straight-line method over their useful lives of t~ ee to five years. 
Depreciable assets are valued at their cost if purchased or the estim ated fair value at the time of 
donation if contributed. 

Financial instruments that poten tially expose ACNO to concentrations of credit and market risk 
consist primarily of cash equivalen ts and investments. Cash equivalents are malntsined at high- 
quality financial institufons and credit exposure is limited at an y one institution. 

ACNO had cash deposits in excess of federally insured limits at a local institution totaling $674,176 
at Decembe~ 31, 2003. 
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Temporarily restricted net assets are available for the following purposes at December 31, 2003 

Stem  Fund for an artist to work in schools and 
recreation and elderly can te~ 

W elch funds for the use of services and resources 
by and for artists for the community in future 
years 

$ 29,855 

4,700 

Permanently restricted net assets consist of endowment fund assets held indefinitely by the Greater 
New Orleans Foundation . The Greater New Orleans Foundation uses the total re turn basis and 
quarterly ACNO receives 5% of the investment's average fair value for the prior twelve quarters. 
The income from ticse funds is expendable as stipulated by the donor. 

ACNO leases its offi ce space under an operating lease which expires M arch 31, 2004. 
lease payments of $27,500 are due in 2004. Rent expense for 2003 was $110,000. 

Statemen t of Position  944 requires consolidation  of interrelated not-for-profit organizatiun s when 
they meet certain criteria. When an entity has control through a majority voting interest in the board 
of the other entity and has an  economic interest, consolidation is required. The.4udit and Accoun~ng 
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7. 

Guide for Not-for-Profit Organizations indicates that if the reporting entity upon dissolution of the 
oth~ on tity is an tifled to the net assets of the other e~tity then there is an economic interest. The 
Articles of Incorporation of the Louisiana Artists Guild (the Guild) specify that all members and the 
Board of Directors are selected by and serve at the pleasure of the Board of Directo rs of the Council 
The Articles also provide that, in the event of dissolution, all of the Guild's property goes to the 
Co',m~1. U. S. generally accepted accoun~ g pxL-~iples  require  ~onsolidatian ; however, the Council 
has decided not to consolidate but to presan t separate financial statements and discles ~ related party 
transactions. 

Th e Guild was incorporated in June 1995 as a nonprofit ora ng-- lion to provide management and 
administrative services  and studio and retefl space to visual artists and craftsman . The Guild is not 
yet operational, but has begun a capital campaign to raise $20 million to cover the estimated cost of 
cons truction, development and startup costs for an  arts complex located in New Orleans, Louisiana. 
Cons~J~tion on the complex is in progress. 

Th e Guild shares offi ce space with ACNO. Certain employees  of ACNO also serve as employees of 
the Guild. Salary expense, supplies , utilities, ins m'ance and certain other administrative ~  are 
allocated to the Guild based on the percentage of time the employee de dicates to the Guild. As of 
December 31, 2003, ACNO has advanced the Guild approximately $590,000. No interest is earned 
on the advances to the Guild. 

Smranarized financial info~-m fion for the Guild as of~ ber 31, 2003 is as follows: 

Totalas sets 
Total liabilities 
N et assets 

l~ vl~tues  
Expenses 
Change in net as sets 

$ 23,463,232 
11,182~300 

$ 12,280~932 

$ 1,940,537 
923,254 

$ 1,017,283 

I~ the normal ~our~ of its operations, AC'NO c, cmduets business with  certain members of its Bo ard 
of Dir~ toss. 
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To the Board of Dir~tors 
Arts Cotmoil of New Orle~ms 

We have audited the financial statements of the Arts Council of New Orlc~s (ACNO) as of and for the 
year ended December 31, 2003, and have issued otw report thereon dated April 30, 2004. Otw report was 
qualified because co nsolidated financial statements with an interrelated not-for-profit organization were 
not presented. W e conducted our audit in accordance with auditing ~  generally accepted in the 
United States of America and the st~ dants applicable to financial audits contained in Government 
.4uditing 3tandarda issued by the Comptroller Gen~~  of the United States. 

As part of obtaining reasonable asstwanoe about whethe~ ACNe 's finan cial statements are flee of material 
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts 
and grants, noncompliance with which ooutd have a diiect and material effect on the detern-dnation of 
fm~ oial statcman i amounts. However, providing an opinion on compli~  with those provisions was 
not an objective of our audit and, accordingly, we do not express such an opiniom The results of our tests 
disclosed no instances of noncomplianoe that are required to be reported trader Government Auditing 
~tandards. 

h planning and performing our audit, we considered ACNO's internal conlrol over financial reporting in 
order to detm 'nine ou~ auditing procedures for the purpose of expressing our opinion on the financial 
statements, but not to provide ~ ce on the internal control oyez financial reporting. Our 
consideration of the internal control ove~ financial reporting would not necessarily disolosc all mattrrs in 
tim internal conu-ol over finanoial reporting that might be material weaknesses. A material weakness is 
defined as a condition in wldch the design or operation of one or more of the ink ed con~ l comtxments 
does not reduce to a relatively low level the risk that ndastatements in amounts that would be material in 
rehtion to tb~ finan cial statements being audited may occur and not be detected within a timely l~ iod by 
employees in the normal course of performing their assigned functions. W e noted no matters involving 
the internal con~o! over financial reporting and its operation that wc consider to be material wealmcascs. 
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M etairi~, Louisia~  
April 30, 2004 
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