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INDEPENDENT AUDITOR'S REPORT 

To the Board of Directors 
Lake Region Arts Council 
Fergus Falls, Minnesota 

We have audited the accompanying financial statements of Lake Region Arts Council, 
which comprise the statement of financial position as of June 30, 2015, and the 
related statements of activities and cash flows for the year then ended, and the 
related notes to the financial statements. 

Management's Responsibility for the Financial Statements 
Management is responsible for the preparation and fair presentation of these 
financial statements in accordance with accounting principles generally accepted in 
the United States of America; this includes the design, implementation, and 
maintenance of internal control relevant to the preparation and f~ir presentation of 
financial statements that are free from material misstatement, whether due to fraud 
or error. 

Auditor's Responsibility 
Our responsibility is to express an opinion on these financial statements based on 
our audit. 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 involves performing procedures to obtain audit evidence about the amounts 
and disclosures in the financial statements. The procedures selected depend on the 
auditor's judgment, including the assessment of the risks of material misstatement 
of the financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the entity's 
preparation and fair presentation of the financial statements in order to design 
audit procedures that are appropriate in the circumstances, but not for the purpose 
of expressing an opinion on the effectiveness of the entity's internal control. 
Accordingly, we express no such opinion. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to 
provide a basis for our audit opinion. 
Opinion 
In our opinion, the financial statements referred to above present fairly, in all 
material respects, the financial position of Lake Region Arts Council as of June 30, 
2015, and the changes in its net assets and its cash flows for the year then ended in 
accordance with accounting principles generally accepted in the United States of 
America. 

Other Matters 
Certain information for the year ended June 30, 2014, is presented for comparative 
purposes only and was extracted from the 2014 financial statements, on which an 
unqualified opinion dated October 23, 2014 was expressed. 

~~\ ~o.MJW\..1 ~. ~~k ~·)~' 
September 9, 2015 · 

122 North Court 
Fergus Falls, MN 56537 
EMAIL:sscpa@prtel.com 

PH: (218) 736-5618 
FAX: (218) 736-4250 
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LAKE REGION ARTS COUNCIL 
STATEMENT OF FINANCIAL POSITION 

June 30, 2015 
(With Comparative Totals for 2014) 

CURRENT ASSETS 
Cash and Cash Equivalents 
Prepaid Expenses 
Accounts Receivable 

Total Current Assets 

EQUIPMENT 
Equipment 
Less Accumulated Depreciation 

Net Equipment 

Total Assets 

ASSETS 

LIABILITIES AND NET ASSETS 

CURRENT LIABILITIES 
Accounts Payable 
Grants Payable 

Total Current Liabilities 

COMMITMENTS 

NET ASSETS 
Unrestricted 
Temporarily Restricted 

Total Net Assets 

Total Liabilities and Net Assets 

See Notes to Financial Statements. 
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2015 

$132,411 
5,280 

120,000 

$257,691 

$ 78,236 
(56,031) 

$ 22,205 

$279i896 

$ 1,062 
94i872 

$ 95,934 

$ 

$ 61,121 
122,841 

$183i962 

$279i896 

2014 

$164,517 
486 

$165,003 

$ 77,843 
(57, 336) 

$ 20,507 

$185l510 

$ 4,473 
9L 162 

$ 95i635 

$ 

$ 86,051 
3,824 

$ 89,875 

$185l510 



SUPPORT , REVENUE AND RECLASSIFICATIONS 
Minnesota State Arts Board Grant 
McKni ght Foundation Grant 
Interest I ncome 
Ot her Revenue 
Net Assets Released From 

Restrictions 

EXPENSES 

Total Support , Revenue and 
Reclassif i cations 

Program Services 
General Program 
McKnight Foundation 
Arts and Cultural Heritage 

Total Program Services 

General and Administrative 

Tota l Expenses 

Change in Net Assets 

NET ASSETS - Beginning of Year 

NET ASSETS - End of Year 

See Notes to Financial Statements . 

LAKE REGION ARTS COUNCIL 
STATEMENT OF ACTIVITIES 

For the Year Ended June 30, 2015 
(With Comparative Totals for 2014) 

Unrestricted 

$563 , 764 

175 
14 , 971 

61, 52 3 

$640 , 43 3 

$137 , 952 
6 1 , 848 

452 , 204 

$652 , 004 

13 , 359 

$665 , 363 

$ (24 , 930) 

86 , 051 

s 61,121 
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2015 
Temporarily 
Restricted 

$ 
180 , 000 

540 

(61,52 3) 

$119 , 017 

s 

s 

$ ___ _ 

$119 , 017 

3 , 824 

$122 , 841 

Total 

$563 , 764 
180 , 000 

175 
15 , 51l 

$759 , 450 

$137 , 952 
61 , 848 

452 , 204 

$652 , 004 

13 , 359 

$665 , 363 

$ 94 , 087 

89 , 875 

$183 , 962 

2014 
Total 

$563 , 764 

27 
1 , 830 

$565 , 621 

$l14 , 618 
62 , 273 

420 , 860 

$597 , 751 

1 4 , 378 

$612 , 129 

$(46 , 508) 

136 , 383 

$ 89 , 875 



LAKE REGION ARTS COUNCIL 
STATEMENT OF FUNCTIONAL EXPENSES 
For the Year Ended June 30 , 2015 

(With Comparative Totals fo r 2014) 

2015 
Ar ts and 

General McKnight Cultural General and 2014 
Program Foundation Heritaae Administ ra tive Total Total 

EXPENSES 
Salaries and Wages $ 26 , 265 $ 4 , 662 $ 93 , 753 $ 1 , 393 $126 , 073 $104 , 963 
Payroll Taxes 2 , 423 425 8 , 641 131 11 , 620 8 , 207 
Employee Benefits 2 , 920 580 11 , 336 219 15 , 055 23 , 477 
Newsletter and Website 3 , 049 11 , 7 32 14 , 781 38 , 385 
Gra n ts and Awards 86 , 500 18 , 540 267 , 851 372 , 891 330 , 250 
Travel , Meals and Lodging 4 , 4 31 2 , 235 6 , 14 6 1 , 636 14 , 448 6 , 833 
Telephone 447 209 1 , 117 4 62 2 , 235 1 , 897 
Postage 318 119 730 292 l , 4 59 1 , 836 
Electricity 187 956 4 68 187 1 , 798 2 , 7 2 9 
Office Expenses 777 478 1 , 216 41 8 2 , 889 3 , 161 
Rent 3 , 495 28 , 147 8 , 738 3 , 495 43 , 875 48 , 200 
Gallery Expense 2 , 277 4 , 920 7 , 197 3 , 792 
Artist and Mentor Program 5 , 329 5 , 329 7 , 098 
Repairs and Main tenance 288 14 4 721 288 1 , 441 1 , 217 
Parking 107 1 , 023 266 107 1 , 503 720 
Insurance 231 1 , 154 923 2 , 308 2 , 134 
Professional Services 1 , 387 1 , 042 9 , 654 2 , 782 14 , 865 8 , 374 
Memberships 189 942 754 1 , 885 1 , 551 
Workshops 35 3 , 596 24 9 3 , 880 9 , 367 
Depreciation 556 3 , 406 16 3 , 978 5 , 455 
Miscellaneous 29 15 , 817 7 15 , 853 2 , 483 

$1 37 , 952 $6L 848 $4 52 , 204 $ 13 [ 35 9 $665 , 363 $612 , 129 

See Notes to Fi nancial Statemen ts . 
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LAKE REGION ARTS COUNCIL 
STATEMENT OF CASH FLOWS 

For the Year Ended June 30, 2015 
(With Comparative Totals for 2014} 

2015 2014 
CASH FLOWS FROM OPERATING ACTIVITIES 

Change in Net Assets $ 94,087 $ (46,508) 
Adjustments to Reconcile Change in Net Assets 

to Net Cash Provided by Operating Activities: 
Depreciation 
(Increase) Decrease in Operating Assets 

Accounts Receivable 
Prepaid Expenses 

3,978 

(120,000) 
(4,794) 

5,455 

60,000 
7,152 

Increase (Decrease) in Operating Liabilities 
Accounts Payable (3,411) 

3,710 
(3,190) 
16,707 Grants Payable 

Net Cash Provided (Used} by 
Operating Activities 

CASH FLOWS FROM INVESTING ACTIVITIES 
Purchase of Equipment 

Net Cash Provided (Used) by 
Investing Activities 

$ (26,430) $ 39,616 

$ (5,676) $ (5,567) 

$ (5,676) $ (5,567) 

INCREASE (DECREASE} IN CASH AND CASH EQUIVALENTS$ (32,106} $ 34,049 

CASH AND CASH EQUIVALENTS, Beginning of Year 

CASH AND CASH EQUIVALENTS, End of Year 

See Notes to Financial Statements. 

-5-

164,517 130,468 

$ 132,411 $ 164,517 



LAKE REGION ARTS COUNCIL 
NOTES TO FINANCIAL STATEMENTS 

June 30, 2015 
NOTE 1. Nature of Operations and Significant Accounting Policies 

Nature of Operations: 
Lake Region Arts Council is a non-profit corporation organized 
under the laws of the State of Minnesota. It is exempt from 
income taxes under Section SOl(c) (3) of the Internal Revenue Code 
and is not a private foundation within the meaning of Section 
509(a) of the Code. The Corporation was formed to provide funding 
for artistic endeavors through a re-granting process. 

Funding of the Corporation's activities is from three major 
sources: the Minnesota State Legislature appropriation, the 
Minnesota Arts and Cultural Heritage Fund and the McKnight 
Foundation. Continuing support from the State Legislature and the 
McKnight Foundation is on a year-by-year basis. 

Support and Revenue: 
Grants and other contributions of cash and other assets are 
reported as temporarily restricted support if they are received 
with donor stipulations that limit the use of the donated assets. 
When a donor restriction expires, that is, when a stipulated time 
restriction ends or purpose restriction is accomplished, 
temporarily restricted net assets are reclassified to unrestricted 
net assets and reported in the statement of activities as net 
assets released from restrictions. 

Contributions of noncash assets are recorded at their fair value 
in the period received. Contributions of donated services that 
create or enhance nonf inancial assets or that require specialized 
skills, are provided by individuals possessing those skills, and 
would typically need to be purchased if not provided by donation, 
are recorded at their fair value in the period received. 

Estimates: 
The preparation of financial statements in conformity with 
accounting principles generally accepted in the United States of 
America. requires the use of management's estimates. 

Cash and Cash Equivalents: 
The Corporation considers all highly liquid investments with a 
maturity of three months or less when purchased to be cash 
equivalents. 
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LAKE REGION ARTS COUNCIL 
NOTES TO FINANCIAL STATEMENTS 

June 30, 2015 
NOTE 1. Nature of Operations and Significant Accounting Policies 

(continued) 

Equipment: 
Off ice equipment is reported at cost if the asset was purchased, 
or at fair market value at the date of receipt if the asset was 
donated. Depreciation totaling $3,978 for the year ended June 30, 
2015 was computed using the straight-line method over the 
estimated useful lives of the assets. 

NOTE 2. Grants Payable 

Lake Region Arts Council awards grants to qualifying organizations 
and individuals based on an evaluation process carried on by the 
governing board. In most cases, a portion of the amount awarded 
is withheld until the project being funded is completed. At June 
30, 2015 a total of $94,872 has been awarded but not yet remitted 
to grantees. This amount will be paid during the next fiscal 
year. 

NOTE 3. Net Assets 

The net assets as of June 30, 2015 consisted of the following 
components: 

Unrestricted: 
General Program 

Temporarily Restricted: 
McKnight Foundation 

NOTE 4. Functional Allocation of Expense 

June 30, 2015 

$ 61, 121 

$122,841 

The costs of providing the various programs and other activities 
have been summarized on a functional basis in the statement of 
activities. Accordingly, certain costs have been allocated among 
the programs and supporting services benefitted. Costs which have 
been allocated include salaries, payroll taxes, telephone, 
occupancy costs and postage. 

NOTE 5. Lease Commitment 

On August 15, 2013, the Corporation entered into a lease for 
office space and for an art gallery. The lease term runs from 
September 1, 2013 through October 31, 2015. The lease calls for 
monthly payments of $3,625 due on the first day of each month. 

-7-



NOTE 6. 

LAKE REGION ARTS COUNCIL 
NOTES TO FINANCIAL STATEMENTS 

June 30 , 2015 

Prior Year Financial Information 

The financial statements include certain prior- year summarized 
comparative information in total but not by net asset class . Such 
information does not include sufficient detail to constitute a 
presentation in conformity with generally accepted accounting 
principles . Accordingly , such information should be read in 
conjunction with the Corporation ' s financial statements for the 
year ended June 30 , 2014 , from which the summarized information 
was derived. 

Note 7 . Evaluation of Subsequent Events 

The Corporation has evaluated subsequent events through September 
9 , 2015 , the date the financial statements were available to be 
issued. 
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