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To the Board of Directe~s 
Louisiana Artists Guild 

We have audited the accompanying statements of financial position of the Louisiana Artists Guild (the 
Guild, a Louisiana nonl~rofit corporation), as of December 31, 2003 and 2002, and the related statements 
of activities and changes in net assets, and cash flows for the years then ended. These financial 
statements are the respon~'bility of the Cmild's management. Our responsibility is to express an opinion 
on these financial statements based ~  ou~ audits. 

W e conducted our audits in accordance with auditing standards generally accepted in the United States of 
America and the standards for financial audits contained in Government Auditing ~andard~ issued by the 
CompUoller General of the United States. Those standards require that we plan and perform the audits to 
obtain reasonable assurance about whether the financial gtatexn~ ts are free of material misstatement. An 
audit includes examining, on a test basis, evidence supporting the amounts and disclosw es in the fmancial 
statem~ ts. An audit also includes assessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial statement presentation~ W e 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 positic~ of the Louisiana Artists Guild, as of December 31, 2003 and 2002, and the changes in 
its net assets and its cash flows fc~ the years then ended in conformity with accounting principles 
generally acx.epted in the United States of America. 

In accord~ cc with Government Auditing Standards, we have also issued a report on our consideration of 
tl~ ~utld's compliance anti internal conlrOl over Im aneml reporting dated April 2;0, 2U04. That report ts 
an integral part of an audit performed in ~ cordance with Government Auditing Standards and should be 
read in conjunction with this report in considering the results of otw audits. 

M etakie, Louisiana 
April 30, 2004 
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Chan~  in ne t es sets 
N~ change in operating assets and liabilities : 
Pled ges rcc~ vabl~ 
Due to Arts Council ofMcw Odes~  

Aocrued liabilities 
P~ fondable advane es 
Net cash provided  by operating activities  

Payments for construction in progress 
Investmen t in restricted debt fimds, net 

Net cash used by investing activities 

Proceeds from  loans 
Principal paym en ts 
Net cash provided by financing activities 

INFORM ATION 
Cash paid during the year for:. 

The accompanying notes are an integral pan of these financial statements. 
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$ 1,017,283 

366,187 

(65,515) 
.2,326,140 

(27,000) 
3,617,095 

$ 1,214,975 

973,435 

047,~3"0 
(73,063) 

(7,OOO,938) (2,222,191) 
2,393,254 (6,846,401~ 
(4,607,6s4) (9,06S,572) 

700,000 

(52,862) 
647.138 

043,451) 

345.724 

7,400,000 

$  
,, 
2,273 $ 345,724 



1. 

The Louisiana Artists Guild (the Guild), a nonprofit organi~tion, was incorpcwated  in June 1995 to 
provide management and ~ tive services and studio and retail space to visual artists and 

The Guild is not yet operational, but has begun cc~qm ction and development of an arts 
comple0t located in New Orleans, Louisiana. ~ n of the complex is expected in 2004. 

The fms~ inl statements are prepared on the accrual basis of accounting. 

The preparatiun  of financial statements in eonfo,~ty with accounting principles generally accepted 
in the United States of America requires managetrzmt to make es~-nates end ~ un s that effent 
the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the 
date of the financial statements arid the reported mr, otmts of ~ven ues and expenses during the 
reporting period. Actual results could differ from  those estimates. 

Financial Accounting Standards Board (FASB) Statement No. 117 entitled "Financial Statements of 
Not-For-Profit Organizations" requires that net assets ~nd changes in net assets be reported for three 
classifications - permanently resh-icted, temporarily restricted and unrestricted - based on the 
existence or absence of donor imposed restri~-tions. Unexpended funds solicited through the Capital 
Campaign are considered temporarily restricted. The Guild records receipts of contributions with 
dun or-imposcd conditions as refundable advances. 

Gifts, grants, and bequests are recorded as revenues in the period recoci~ d and as assets, or as 
decreases in liabilities or expenses depending on the form of benefits received. Pledges receivable 
that are expected  to be collected  in futme years are recorded  at the present value of their estimated 
future cash flows. The discounts on those amotmts are computed using risk free market interest rates. 
There is no allowance for uncollectible pled ges because management believes all amoun ts recorded  
are collectible. Non-cash gifts, grants, and be que sts are recorded as  revenue at the fair market value  
at the date contributed, if an objective valuation is determinable. 
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Receivable in less than one year 
Receivable in one to five years 

Total pledges receivable 
Less disc~tmts to net present value 

Net pledges receivable at year end 

$ 4,519,990 $ 5,443,844 
760,000 

5,279,990 
2OO,OOO 

5,643,844 
( 22~1.33 ) 
5,257,857 

09,s00) 
$ 5,624,044 

Included in pledges receivable at December 31, 2003 and 2002 are approximately $3,880,000 and 
$5,000,000 of State of Lou~ aaa f~mds. State funds have been recognized as revenue when they are 
classified by the State as priority one or two. State funds with a higher numbered priority are 
classifi ed  as conditional pledges and not realized as revenue. At December 31, 2003 there is an  
additional $1,000,000 priority five conditional pledge from the State of Louisiana. 

The Guild has a $1,000,000 an d $500,000 lines of credit wi th a local fiv.ancial institution at 
Decembex 31, 2003 and 2002, respective ly. Interest is paid monthly at a rate of 4% and 4.75%, 
respectively. The line of credit is due June 23, 2004. Amon n~ available at December 31, 2002 were 
$200,000 an d none was available at December 31, 2003. 

Th e Guild has obtained a HUD Section  108 Loan  in the amount of $7,100,000 firm the City of New 
Orleans (City) to be used solely for the development and consWaction of the ArtWorks project. The 
ii3aturity date of the loan is July 15, 2022. Interest is payable qum'terly. The prinvipal is payable in 
quarterly installmen ts starting October 15, 2003. The specified interest rate is 6.62% , however the 
City has elected to de fer collection of 1% interest for a nonspeeified period. Quarterly principal 
payments range from approximately $53,000 to $150,000. 
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In order to secure the repayment of the loan and other ~moun ts to the City, the Guild has deposited 
funds into the Debt Service Reserve Account and the Construction Account. These funds  are held in 
escrow accounts at a local financial instimtian . All m oun ts held in the Debt Service  Reserve 
Account and the Consh'ued on  Accoon t serve as security fc~ amoun ts due to the City by the Guild 
pursuant to the Loan Agreement. In  addition, the land, building construction, accoun ts, inventory, 
intan gibles, furniture, fixtures and equipment are collateral for the debt as well as future income and 
ran tals. 

The debt repayment (based on a 5.62% int~ st amortization  schedule) is as follows: 

2004 $ 218,978 
2005 231,542 
2006 244,827 
2007 258,875 
2008 273,729 
2009 and thereafter 5,819~187 

$ 7~047~138 

The Articles of Incorporatiun  of the Guild specify that all Guild members and the Board of Directors 
are selected by an d serve at the pleasor e of the Board of Directors of the Arts Coun cil of New 
Orleans (ACNO). The Articles also provide that in the event of dissolution, all of the Guild's 
property goes to ACNO. 

The Guild shares office space with ACNO. Certain employees of ACNO also serve as  employem of 
the Guild. Salary expense, supplies, utilities, insumn~  an d certain adm inistrative expenses are 
allocated to the Guild based on the percentage of lime the employee dedicates to the Guild. Cerlain 
Guild expenses have been paid by ACNO an d accounted for as Due to Arts Council of New Orleans. 
As of Dece mber 31, 2003 an d 2002, the Guild owed ACNO approximately $590,000 and $655,000, 
respectively. No interest is charged on the Due to Arts Cotmcil of New Or leans balance . 

In  the normal course of its operation s, the Guild conducts business with  certain me mbers of its 
Board of Diree tor s. 

The Guild had construction related commitments at December 31, 2003 and 2002 of approximately 
$6,000,000 and $10,500,000, respee tive ly. 
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To the Board of Di~ tors 
Louisiana Artists Guild 

We have audited the financial statmncnts of the Louisiana Artists Guild (the Guild) as of and for the years 
ended December 31, 2003 and 2002, and have issued our report thereon dated April 30, 2004. W e 
conducted our audits in accordance with auditing standards generally accepted in the United Slates of 
America and the standards applicable to financial audits contained in ~ nt Auditing Standard~ 
issued by the Comptroller General of the United States. 

As part of obtaining reaso~ ble assurance about whether the Guild's financial statements are fi~e of 
material mi~ atement, we performed tests of its compli~ ce with certain provisicm  of laws, regulations, 
contracts and grants, noncompliance with wldch could have a direct and material effect on the 
determination of financial statements amounts. However, providing an opinion on compliance with those 

provisions was not an objective of our audits and, accordingly, we do not eXlZ~Ss such an opinion. The 
results of our tests disclosed no instances of noncompliance that are required to be reported und~  
Government Auditing Standards. 

In planning and perfccn'dng our audits, we considered the Guild's internal control over financial reporting 
in order to detcrn~ e our auditing procedures for the purpose of cxpres~ug our opinion on the financial 
statements, but not to provide assurance on the intern_al control over financial reporting. Our 
consideration of rite in. hal conlrol over financial reporting would not necessarily disclose all matters in 
the internal control over financial xeporting that might be material weeknesses. A mam '~l weakness is 
defined as a condition in which the design or operation of one or more of the inte~ al control components 
does not reduce to a relatively low level the risk that misstatements in amounts that would be material in 
relation to the financial sta$~ments being audited may occur and not be detected within a timely period by 
employees in the normal course of performing their assigned functions. W e noted no matters involving 
the internal control over financial reporting and its operation that we consider to be material weaknes~s. 
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To the Board of Dir~tors 
Louisiana Artists Guild 

W e have audited the compliance of the Louls~m  Artists Guild (the Guild) with the types of complienc~ 
~'quiremems described in the U.~ Office of  Maangement and Budge1 (OMB) Circu/ar A-133 Complmnc~ 
~upplement that are applicable to its major federal program for the year ended December 31, 2003. The 
Guild's major federal program is identified in the summary of auditor's results section of the 
accompanying sched ule of findings and questioned costs. Compliance with the requirement of laws, 
rcgulations, con tracts, and grants applicable to its major federal program is the respen m'b~ity of the 
Guild's managemen t. Our rcsponsibility is to express an opinkm on the Guild's compliance based on  otw 
audit. 

W e conducted our audit of comp liance in accordance wi th auditing standards generally acc epted in the 
United States of America; the standards app licable to financial audits co ntained in C-ovem ment Auditing, 
5~andards, issued by the Comptroller O=~cal of the United States; and OMB Circular A-133, aud~ of 
Statea, Local Governments, and Non-PrOd Organir~ions. Those standards and OMB Circular A-133 
require that we plan an d perform  the audit to obtain reasonable assm'en ce about wheth er noncompliance 
with the types of compliance requ h~ments refezred  to abo ve that could have a direct and material effect 
on a major federal program oenmred. An audit includes e~am;.i.g, on  a test basis, evidence about the 
Guild's comp liance with those requirements and performing such other procedures as we considered 
necessary in the circumstances. W e believe that our  audit provides a reasonable basis for  our opinien . 
Our audit does not provide a legal dettamination of the Guild's comp liance wi th those requirements. 

In our opinion, the Guild complied , in all matorial respects, wi th  the requirements referred to above that 
are applicable to its major fed eral program for the year ended December 31, 2003. 

3Oth Roor - Energy Centre 
2324 Severn Avenue, Suite A 
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The management of the Guild is responsible for establishing and maintaining effective internal control 
over compliance  with the requirements of laws, regulations, c~ tracts, and grants applicable to federal 
prognuns. In planning and performing our audit, we considered the Guild's internal control over 
corapha nee with re~ .ents that could have a direct and material effect on a major federal pcogram in 
order to determine our auditing proe edm'es for  the propose of expressing our opinion  on  compliance and 
to test andrepor t on  the internal control over compliance in ~ cor dance  wi th OM B Circular A-133. 

Our eonsidezafion  of the internal control ovc~r compliance  would not necessarily descn'be all matters in the 
internal control that might he nmtefial weakness. A material wen kne~  is a condition in which file design 
or operation of ~  or  more of the inlemal control c~ ents does not reduce to a relatively low level 
the risk that noncompfiance wi th applicable requirements of laws, regulations, contracts, an d gnmts that 
would be material in relation  to a major federal program being audited may or~ur and not be detected 
wittfin a timely period by envloyees in the normal course of performing their ~ igned functio~ts. W e 
noted no matters involving the intern al control over compliance  an d its operation  that we ean side~ to be 
material weaknesses. 

W e have  audited the financial statements of the Guild as of an d for  the year ended December 31, 2003, 
an d have issued our report thereon dated April 30, 2004. Our audit was performed for  the ~  of 
forming an  opinion  on the fi~  statements taken as a whole. The accon~an ying schedule of 
expen dittwes of federal awards is presen ted for purposes of additional analysis as required by OM B 
Cireular A-133 and is not a required part of the financial statements. Such infer'marion  has been subjected 
to the auditing procedures an d, in our opinion, is fairly stated, in all material respects, in relation  to the 
financial statemen ts taken as a whole. 

This report is inten ded solely for the inform ation  and use of the Board of ~ tors, management, State of 
Louisiana Legislative Auditor's Office, federal awarding agen cies, and pass-through an titias an d is not 

M etairie, Louisiana 
Ap~-i130, 2004 
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LOUISIANA ARTISTS GUILD 
N'~W  O liI.EA N,~,. I .Ptli'l'.ql AN A 

SCHEDULE OF FINDINGS AND OUESTIONED COST S 
YEAR ENDED DECEM BER 31.2003 

(D Summary of Auditor s' Results 

(a) The tyne ofrenort issued on  the financial statements: ~ fied ouinion 

Ca) Reportable conditions in internal control were disclosed by the audit of the financial 
statements: none reported; M aterial weaknesses: no 

(c) Noncompliance which is material to the financial statements: no 

(d) Reportable con ditions in internal control over ma jor programs: no: Material weaknesses: 
none reuorted 

(e~ The t3rce  of rel~g't issued on  oon mliaoc e for maior  re'ore'ares: tmoualified o~inion  

(f) Any audit findings which are required to be reported undez Sectinn 510(a) of OMB Circular 
A-133: no 

(g) Ma jorprogra~  

Name of Federal Program CFDA No. 
Cotrammity Development Block Grants 
Section 108 Loan Guarantees 14.248 

Ca) Dollax ~eshold used to distinguish betwecn Type A and Type B prog~;ms: $300.000 

(i) Auditee qualified as a low-risk auditee under Section  530 of OMB Circular Ao133: no  

(2) Findings Re lating to the Financial Statements Reported in acxordanoe with Government Auditing 
Standards: None 

(3) Findings and Question ed Costs relating to Federal Awards: None 
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ARTS COUNCIL OF NEW  ORLEANS 
LOUIBIANA ARTISTS GUILD 

SCHEDULE OF PRIOR YEAR FINDINGS 
FOR THE YEAR ENDED DECEM BER 31, 2003 

Recor&  
Pn~ x~ and mahxmiu 
a ~ sc~ du]e 
of conslm ctlon in 

pm~ress to ideu~  
specific costs and 
~,,~ing so~ ces 


