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INDEPENDENT AUDITORS' REPORT

The Board of Directors
Arts Council of Hillsborough County

Report on the Financial Statements

We have audited the accompanying financial statements of the Arts Council of Hillsborough
County (the “Council”) as of and for the years ended September 30, 2018, and the related notes
to the financial statements, which collectively comprise the Council’s basic financial statements
as listed in the table of contents.

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 fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from 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.
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Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities and each major fund of the Arts
Council of Hillshorough County as of September 30, 2018 and the respective changes in financial
position for the year then ended in accordance with accounting principles generally accepted in
the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
Management’s Discussion and Analysis (pages 6 - 10) and budgetary comparison information
(page 30) to be presented to supplement the basic financial statements. Such information,
although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, economic, or historical context. We have
applied certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the United States of America, which consisted of
inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
January 24, 2019, on our consideration of the Council’s internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing
of internal control over financial reporting and compliance and the results of that testing, and not
to provide an opinion on internal control over financial reporting or on compliance. That report is
an integral part of an audit performed in accordance with Government Auditing Standards in
considering the Council’s internal control over financial reporting and compliance.

@&M %@7/ ZA

Tampa, Florida
January 24, 2019
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Arts Council of Hillsborough County
MANAGEMENT’S DISCUSSION AND ANALYSIS
September 30, 2018

Our discussion and analysis of the Arts Council of Hillsborough County’s (the “Arts Council”)
financial performance provides an overview of the Arts Council’s financial activities for the fiscal
year ended September 30, 2018. Readers are encouraged to read the Management’s Discussion
and Analysis in conjunction with the Arts Council’s audited financial statements and other
supplementary information.

FINANCIAL HIGHLIGHTS

The financial statements are presented under the model prescribed by Governmental Accounting
Standards Board Statement Number 34 (GASB 34), Basic Financial Statements and
Management’s Discussion and Analysis for State and Local Governments.

e The assets of the Arts Council exceeded liabilities by $295,781 for the year ended
September 30, 2018, of which $3,179 were invested in capital assets net of depreciation
and $27,760 were restricted for the Arts Council endowment.

e Total cost of all the Arts Council’s programs for the year ended September 30, 2018 were
$960,264, which exceeded revenues by $14,933.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the Arts Council’s basic
financial statements. The Arts Council’'s basic financial statements are comprised of three
components: 1) government-wide financial statements, 2) fund financial statements, and 3) notes
to the financial statements. The presentation of the government-wide financial statements
reconciled with the fund financial statements gives the reader two different perspectives of the
Arts Council’s activities. In addition to the basic financial statements, required supplementary
information is provided which is intended to enhance the understanding of the financial activities
of the Arts Council.

Government-Wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview
of the Arts Council’s finances in a manner similar to a private-sector business and can be found
on pages 12 and 13 of this report. The government-wide financial statements provide short and
long-term information about the Arts Council’s financial status as a whole. These statements are
reported on the accrual basis of accounting.

The Statement of Net Position presents information on the Arts Council’s assets, deferred inflows
of resources, liabilities, deferred outflows of resources and net position. Over time, increases or
decreases in net position may serve as a useful indicator of whether the financial position of the
Arts Council is improving or deteriorating.



Arts Council of Hillsborough County
MANAGEMENT’S DISCUSSION AND ANALYSIS - CONTINUED
September 30, 2018

The State of Activities presents information showing how the Arts Council’s net position changed
for various activities during the fiscal year presented. All changes in net position are reported as
soon as the underlying event giving rise to the change occurs, regardless of timing of the related
cash flows. Thus, revenues and expenses are reported in this statement for some items that will
only result in cash flows in future fiscal periods.

In the Statement of Net Position and the Statement of Activities, the Arts Council presents only
one type of activity:

o General Government: The costs of general administration of the Arts Council are reported
here, as well as the Divisions of Program Services and Art in Education programs.

Fund Financial Statements

The Arts Council uses fund accounting to ensure and demonstrate compliance with finance
related legal requirements such as Florida Statutes and the Arts Council various agreements.

Governmental funds are used to account for the same functions reported as governmental
activities in the government-wide financial statements. However, unlike the government-wide
financial statements, governmental fund financial statements focus on short-term inflows and
outflows of financial resources, as well as on balances of available resources at the end of the
fiscal year.

The Arts Council maintains three governmental funds. The funds of the Arts Council include the
General Fund and two special revenue funds: Arts in Education and Program Services. The
Statement of Revenues, Expenditures and Changes in Fund Balance excludes depreciation
expense and changes in certain long-term liabilities.

Since the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities. By doing so, the reader may better understand
the long-term impact of the Arts Council’s near-term financing decisions. Reconciliations of the
fund financial statements to the government-wide financial statements can be found on pages 15
and 17 of this report.

The Arts Council adopts an annual budget each fiscal year for the General Fund, Arts in Education
Fund and the Program Services Fund. To demonstrate compliance with the adopted budget, the
required supplementary information Combining Statement of Revenues, Expenditures, and
Changes in Fund Balances — Budget and Actual — Governmental Funds, shows the variance
between the final budget and actual revenues and expenditures. Budgetary highlights are
discussed on page 9 of this report.



Arts Council of Hillsborough County
MANAGEMENT’S DISCUSSION AND ANALYSIS - CONTINUED
September 30, 2018
FINANCIAL ANALYSIS

Government-Wide Financial Analysis

The Arts Council’'s net position increased from a year ago — increasing from $274,705 to
$295,781. Net position from all of the Arts Council’s activities increased by 7.7%. The slight
increase was within the parameters set by the controls of the budget process.

The Council’s total assets increased from a year ago from $354,561 to $420,974. The Council’'s
total liabilities increased from a year ago from $79,856 to $125,193. In addition, deferred revenue
of $1,983 was recorded for grants and workshop fees received this year but will be earned next
year. The long-term liability for compensated absences decreased from the prior year by $21,348.

Governmental Activities

Overall revenues from the Arts Council’s governmental activities decreased by 3% while total
expenses from governmental activities decreased by 5%.

Governmental Funds Financial Analysis

As the Arts Council completed the year, its governmental funds (as presented in the balance
sheet on page 14) reported a fund balance of $329,642 which is more than last year’s total of
$324,309. This increase is primarily the result of the recognition of investment gains during the
fiscal year.

The assets of the governmental funds increased from $866,065 to $944,344 during the fiscal year
ended September 30, 2018. Approximately $58,000 of the increase is attributable to an increase
in receivables due from other governments for reimbursement of expenses.

The liabilities of the governmental funds increased from $541,756 to $614,702. The increases in
liabilities is mainly attributable to an increase in accounts payable and an increase in accrued
expenses which are both due to timing of the year end.

BUDGETARY HIGHLIGHTS

The Arts Council ended the year with the general fund having expenditures over revenue of
$3,467. This deficit resulted from the payout of compensated abscesses for a long-term
employee.

The Arts Council ended the year with the special revenue funds having revenue over expenditures
of $11,543. This was a result of the Arts Council receiving more funds on these specific projects
during the current year.



Arts Council of Hillsborough County
MANAGEMENT’S DISCUSSION AND ANALYSIS - CONTINUED
September 30, 2018

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET

In fiscal year 2019, the Arts Council of Hillsborough County continues to receive operating support
from Hillsborough County in-line with that of fiscal year 2018. The Arts Council did not receive
support from the School Board of Hillsborough County to continue the Arts in Education Program
creating a significant impact on the fiscal year 2019 budget. The Arts in Education Program will
cease to exist for the Arts Council in fiscal year 2019.

REQUESTS FOR INFORMATION
This financial report is designed to provide interested parties with a general overview of the Arts

Council’s finances. If you have questions about this report or need additional financial information,
contact the Arts Council at 505 E Jackson Street, Suite 306, Tampa, Florida 33602.
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Arts Council of Hillsborough County
STATEMENT OF NET POSITION
September 30, 2018
ASSETS

Current assets
Cash and cash equivalents $ 181,081

Accounts receivable

Due from other governments 197,361
Employee advance 1,300
Prepaid expenses 7,196

Total current assets 386,938

Noncurrent assets
Capital assets

Office equipment, net 3,179
Investments - restricted 27,760
Other assets
Deposits 3,097
Total noncurrent assets 34,036
TOTAL ASSETS 420,974
LIABILITIES

Current liabilities

Accounts payable 68,397
Accrued expenses 21,947
Unearned revenues 1,983

Total current liabilities 92,327

Long-term liabilities

Compensated absences 32,866
Total long-term liabilities 32,866
TOTAL LIABILITIES 125,193

NET POSITION

Net investment in capital assets 3,179
Restricted for:
Endowment 27,760
Unrestricted 264,842
TOTAL NET POSITION $ 295,781

The accompanying notes are an integral part of this basic financial statement.
11



Arts Council of Hillsborough County
STATEMENT OF ACTIVITIES

September 30, 2018

Net (Expense)
Program Revenues Revenue
Operating
Charges for Grantsand  Governmental
Expenses Services Contributions Activities
Governmental activities
General government $ 335255 3 2,027 $ 357,541 % 24,313
Culture and recreation 960,264 107,395 834,546 (18,323)
Total governmental activities $1,295519 $ 109,422 $ 1,192,087 5,990
General revenues
Net investment earnings 15,086
Change in net position 21,076
Net position - beginning of year 274,705
Net position - end of year $ 295,781

The accompanying notes are an integral part of this basic financial statement.
12



Arts Council of Hillsborough County
BALANCE SHEET — GOVERNMENTAL FUNDS
September 30, 2018

Special Revenue Funds

Total
Arts in Program Governmental
General Fund Education Services Funds
ASSETS
Current assets
Cash and cash equivalents $ 181,081 $ - $ - $ 181,081
Investments - restricted 27,760 - - 27,760
Accounts receivable
Due from others funds - 19,850 506,699 526,549
Due from other governments 197,361 - - 197,361
Employee advance 1,300 - - 1,300
Prepaid expenditures 7,196 - - 7,196
Deposits 3,097 - - 3,097
Total Assets $ 417,795 $ 19,850 $ 506,699 $ 944,344
LIABILITIES AND FUND BALANCE
Liabilities
Accounts payable $ 22,370 $ 23,323 $ 22,704 $ 68,397
Accrued expenses 8,907 5,658 3,208 17,773
Due to others funds 526,549 - - 526,549
Unearned revenues - - 1,983 1,983
Total Liabilities 557,826 28,981 27,895 614,702
Fund Balance
Nonspendable 10,293 - - 10,293
Restricted 27,760 - - 27,760
Assigned - - 478,804 478,804
Unassigned (178,084) (9,131) - (187,215)
Total Fund Balance (140,031) (9,131) 478,804 329,642
Total Liabilities and Fund Balance $ 417,795 $ 19,850 $ 506,699 $ 944,344

The accompanying notes are an integral part of this basic financial statement.
13



Arts Council of Hillsborough County

RECONCILIATION OF BALANCE SHEET — GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET POSITION

September 30, 2018
Total governmental funds balance $ 329,642

Amount reported for governmental activities in the statement of net position
is different because:

Capital assets used in government activities are not financial resources
and therefore are not reported in the governmental funds.
Capital assets, net 3,179

Accrual of compensated absences used in governmental activities are
not reported in the fund because they are not due and payable in the
current period (37,040)

Net position of governmental activities $ 295,781

The accompanying notes are an integral part of this basic financial statement.
14



Arts Council of Hillsborough County

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCES — GOVERNMENTAL FUNDS

For the year ended September 30, 2018

Special Revenue Funds

Total
Artin Program Governmental
General Fund Education Services Funds
REVENUES
Fees and services $ 2,027 3 104,557  $ 2838 $ 109,422
Intergovernmental 356,043 256,024 572,772 1,184,839
Donations 1,498 5,000 750 7,248
Investment earnings 15,086 - - 15,086
Total Revenues $ 374654  $ 365581  $ 576,360 $ 1,316,595
EXPENDITURES
Current
General government $ 341,438  $ - $ - 341,438
Culture and recreation - 385,226 584,598 969,824
Total Expenditures 341,438 385,226 584,598 1,311,262
Excess (deficit) of revenues over
expenditures 33,216 (19,645) (8,238) 5,333
Fund balance (deficit) - beginning of year (173,247) 10,514 487,042 324,309
Fund balance (deficit) - end of year $ (140,031) $ (9,131) $ 478,804  $ 329,642

The accompanying notes are an integral part of this basic financial statement.
15



Arts Council of Hillsborough County

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES — GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES

For the year ended September 30, 2018
Excess of expenditures over revenues - total governmental funds $ 5,333

Amount reported for governmental activities in the statement of activities
is different because:

The cost of capital assets is allocated over their estimated useful
lives as depreciation expense. (521)

In the governmental funds, personnel costs are measured by the amount
of financial resources used, which does not include the increase in
compesated absences. These expenses are recorded in the statement
of activities. 16,264

Change in net position of governmental activities $ 21,076

The accompanying notes are an integral part of this basic financial statement.
16



Arts Council of Hillsborough County
NOTES TO THE BASIC FINANCIAL STATEMENTS
September 30, 2018
NOTE A - ORGANIZATION AND REPORTING ENTITY

The Arts Council of Hillsborough County (the “Arts Council’) was created by the Board of
County Commissioners of Hillsborough County, Florida, (the “County”), under Ordinance 89-
26, effective October 1, 1989. Prior to that date, the Arts Council was known as the Arts Council
of Tampa — Hillsborough County. The Arts Council operates under an appointed Board of
Directors and was established for the purpose of developing, coordinating and promoting the
performing and visual arts in Hillsborough County, Florida, contracting for artistic services,
performances, and exhibits, and developing a center or complex of physical facilities for the
use of the arts.

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES

Basis of Accounting and Presentation

The basic financial statements of the Arts Council have been prepared in conformity with
accounting principles generally accepted in the United States of America as applicable to
governmental entities. In accordance with the Governmental Accounting Standards Board
(GASB) pronouncements, the Arts Council applies all applicable pronouncements of the
Financial Accounting Standards Board issued before November 30, 1989 and all applicable
pronouncements issued by GASB subsequent to that date, except for the item discussed in
Note L.

Government-Wide Financial Statements

The statement of net position and the statement of activities display information on all of the
non-fiduciary activities of the Arts Council as a whole.

The government-wide statements are prepared using the economic resources measurement
focus and the accrual basis of accounting. This differs from the way governmental fund
financial statements are prepared. Therefore, governmental fund financial statements include
reconciliations with brief explanations to better identify the relationship between the
government-wide statements and the statements for government funds.

Net positions are reported as restricted when constraints placed on net asset use are either
externally imposed by creditors, grantors, contributors, or laws or regulations of other
governments or imposed by law through constitutional provisions or enabling legislation. There
are no restricted net positions as of September 30, 2018.

When both restricted and unrestricted resources are available for use, it is the Arts Council’s
policy to use restricted resources first, and then unrestricted resources, as they are needed.

17



Arts Council of Hillsborough County
NOTES TO THE BASIC FINANCIAL STATEMENTS - CONTINUED
September 30, 2018
NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES - Continued
Program revenues included in the statement of activities include operating grants and
contributions as well as charges for services. Operating grants and contributions primarily
represent funding from Hillsborough County for the purpose of developing, coordinating and
promoting the performing and visual arts in Hillsborough County. Charges for services primarily
represent fees charged for educational services provided through the Arts in Education
program which is also funded by Hillsborough County.

Fund Statements

The financial transactions of the Arts Council are reported in individual funds in the fund
financial statements. Each fund is accounted for by providing a separate set of self-balancing
accounts that comprise its assets, liabilities, fund balance, revenues and expenditures.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized
as soon as they are both measurable and available. Revenues are considered to be available
when they are collectible within the current period or soon enough thereafter to pay liabilities
of the current period. For this purpose, the Arts Council considers revenues to be available if
they are collected within sixty-day period after yearend. Expenditures generally are recorded
when a liability is incurred, as under accrual accounting. However, expenditures related to long-
term liabilities are recorded only when payment is due.

The General Fund is the general operating fund of the Arts Council. It is used to account for all
financial resources except those required to be accounted for in other funds. The General Fund
is considered to be a major fund.

Special Revenue funds are used to account for the proceeds of specific revenue sources that
are legally restricted to expenditures for specified purposes. Two special revenue funds, Artin
Education and Program Services are presented as activities of major funds.

Budgets

Budgets are adopted annually for each of the Arts Council’s funds. The Board of Directors
approves total budget appropriations of each fund. The Board of Directors must approve any
revisions that alter the total appropriations of any fund. Therefore, the level of legal control is
by total appropriations.

Use of Estimates

The preparation of financial statements, in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect certain reported amounts and disclosures. Accordingly, actual results
could differ from those estimates.

18



Arts Council of Hillsborough County
NOTES TO THE BASIC FINANCIAL STATEMENTS - CONTINUED
September 30, 2018
NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES - Continued

Cash and Cash Equivalents

Cash and investments consist of interest bearing accounts in a variety of financial institutions.
Cash balances from all governmental funds are combined and invested to the extent possible.
Cash is primarily shown in the General Fund, with offsetting allocations to Special Revenue
Funds shown through amounts due to/from those funds.

Accounts Receivable

Management believes that all accounts are collectible; therefore, allowance for doubtful
accounts has been set to zero. Accounts receivable primarily consists of amounts due from
other governments.

Capital Assets

Capital assets are capitalized at historical cost or estimated historical cost for assets where
actual historical cost is not available. Donated assets are recorded as capital assets at their
estimated fair market value at the date of donation. The Arts Council maintains a threshold
level of $10,000 for capitalizing capital assets. The cost of normal maintenance and repairs
that do not add to the value of the asset or materially extend asset lives are not capitalized.

Capital assets for the governmental type funds are recorded in the government-wide financial
statements but are not reported in the fund financial statements. Capital assets are depreciated
using the straight-line method over their estimated useful lives. Useful lives vary from 5 to 7
years for furniture and equipment.

Investments
The Arts Council maintains an agency fund account with the Community Foundation of Tampa
Bay. The Arts Council follows the guidelines of GASB Statement No. 72, Fair Value

Measurements and Applications and investments are recorded at fair value.

Unearned revenues

Unearned revenues are those in which resources are received by the Arts Council before it
has a legal claim to them. The Arts Council has reported deferred revenues amounting to
$1,983 related to funds received for the 2019 fiscal year as of the year ended September 30,
2018.

Compensated Absences

The Arts Council’s reporting of accumulated unused compensated absences has been
recorded in accordance with GASB Statement No. 16, Accounting for Compensated Absences.

19



Arts Council of Hillsborough County
NOTES TO THE BASIC FINANCIAL STATEMENTS - CONTINUED
September 30, 2018
NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES - Continued
The Arts Council permits employees to accumulate a limited amount of leave hours, which will
be paid to employees upon separation. Accumulated annual vacation and sick leave is accrued
when incurred in the government-wide financial statements. A liability is recorded in the

governmental fund financial statements only when the payment is due.

Interfund Activity

In the process of aggregating data for the government-wide financial statements, some
amounts reported as interfund activity and balances in the fund financial statements have been
eliminated or reclassified. In order to minimize the grossing-up effect on assets and liabilities
within the governmental column of the primary government, amounts reported as interfund
receivables and payables have been eliminated. Interfund balances primarily represent net
advances made by the general fund to the special revenue funds in advance of program
funding receipts.

Net Position

Net position represents the difference between assets and liabilities in the government-wide
financial statements. The Arts Council does not have deferred inflows or outflows of resources.
Net position is reported as restricted in the government-wide financial statement when there
are limitations imposed on their use through external restriction imposed by creditors, grantors,
laws or regulations of other governments. There were $27,760 restrictions on net assets on
the government-wide statement of net position as of September 30, 2018.

Risk Management

The Arts Council is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; natural disasters and
workers compensation. The Arts Council purchases commercial insurance coverage for all
risks of loss. There has been no significant reduction in insurance coverage from the previous
year in any of the Arts Council’s policies. Settled claims resulting from these risks have not
exceeded insurance coverage in any of the past three fiscal years.

Subsequent Events

Management has evaluated subsequent events through January 24, 2019 which was the date
the financial statements were available to be issued, for possible recognition or disclosure in
the financial statements.

20



Arts Council of Hillsborough County
NOTES TO THE BASIC FINANCIAL STATEMENTS - CONTINUED
September 30, 2018
NOTE C - DEPOSITS

Florida statutes authorize the Arts Council to invest excess funds in obligations of the U.S.
Treasury and U.S. agencies, and in interest-bearing time deposits and savings accounts held
in federal or state-chartered banks and savings and loan associations doing business in
Florida, provided that such deposits are insured by an authorized entity, such as the Federal
Deposit Insurance Corporation (FDIC), or secured by collateral, as may be prescribed.
Additionally, Florida statutes allow local governments to place public funds with institutions that
participate in a collateral pool under the Florida Security for Public Deposits Act. The pool is
administered by the State Chief Financial Officer who may make additional assessments
against participating financial institutions to ensure that no public funds will be lost.

As of September 30, 2018, the Arts Council’s cash deposits were entirely insured under federal
depository insurance or guaranteed by qualified public depositories in Florida pursuant to
Chapter 280.07, Florida Statutes. Under this chapter, in the event of default by a participating
financial institution (a qualified public depository), all participating institutions are obligated to
reimburse the government entity for the loss.

NOTE D - INVESTMENTS IN ASSETS HELD BY OTHERS

On April 11, 1996, the Arts Council contributed $10,000 to the Community Foundation of
Greater Tampa, Inc. (the “Community Foundation”) to establish an endowment fund to benefit
the program of the Arts Council with the Arts Council as the sole beneficiary. Under the terms
of the fund agreement, the Community Foundation has variance power to carry out the purpose
of the fund and is the legal owner of the fund. The Arts Council is the beneficiary of the fund
and receives distributions of investment income, subject to the Community’s spending policy.
The Arts Council has chosen to reinvest the earnings until such time as withdrawals are made
at the Arts Council’'s discretion. At September 30, 2018 the accumulated net investment
earnings at fair value amounted to approximately $27,760 and has been included in
Investments — restricted on the Statement of Net Position and the Balance Sheet-
Governmental Funds. Realized gains and losses are reflected in investment earnings on the
statement of activities and statement of revenues, expenditures and changes in fund
balances — governmental funds.
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Arts Council of Hillsborough County
NOTES TO THE BASIC FINANCIAL STATEMENTS - CONTINUED
September 30, 2018
NOTE E - CAPITAL ASSETS

Capital asset activity for the year ended September 30, 2017 was as follows:

Balance Balance
October 1, September 30,
2017 Increases Decreases 2018
Office equipment $ 5208 $ - $ - $ 5,208
Accumulated depreciation (1,508) (521) - (2,029)
$ 3,700 % (521) $ - $ 3,179

Depreciation expense of $521 was charged to administration for the year ended
September 30, 2018.

NOTE F - LEASES
The Arts Council entered into a lease agreement for its office facilities located in Tampa
commencing February 2016. The lease term is for thirty-six months, with three renewal options
of three years each beginning after the initial term.

Future minimum payments required under this new lease are approximately as follows:

Year ending September 30,:

2019 $ 12,388
2020 -

$ 12,388

NOTE G - LONG-TERM LIABILITIES

The liability for compensated absences reported in the government-wide financial statements
consists of unpaid, accumulated annual vacation and sick leave balances of Arts Council
employees. The changes in compensated absences balance was comprised of the following
as of September 30, 2018.

Balance Balance
October 1, September 30,
2017 Additions Reductions 2018
Governmental activities:
Compensated absences $ 53,304 $ 5,766 $ (26,204) $ 32,866
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Arts Council of Hillsborough County
NOTES TO THE BASIC FINANCIAL STATEMENTS - CONTINUED
September 30, 2018
NOTE H - FUND BALANCE REPORTING

The Arts Council has adopted the provisions of GASB Statement No. 54, Fund Balance
Reporting and Governmental Fund Type Definitions. The intention of the GASB is to provide a
structure classification of fund balance and to improve the usefulness of fund balance reporting
to the users of the Arts Council’s financial statements. The reporting standard establishes a
hierarchy for fund balance classifications and the constraints imposed on the uses of those
resources. GASB 54 provides for two major types of fund balances, which are nonspendable
and spendable.

Nonspendable fund balances are balance that cannot be spent because they are not expected
to be converted to cash or they are legally or contractually required to remain intact. In addition
to the nonspendable fund balance, GASB 54 as provided a hierarchy of spendable fund
balances, based on a hierarchy of spending constraints.

Restricted — Fund balances that are constrained by external parties, constitutional
provisions, or enabling legislation.

Committed — Fund balances that contain self-imposed constraints of the government from
its highest level of decision making authority, requiring an ordinance or resolution by the
governing body.

Assigned — Fund balances that contain self-imposed constraints of the government to be
used for a particular purpose. Assignments may be made by on the Executive Director.

Unassigned — Fund balances that are not constrained for any particular purposes.

The Arts Council does not have a formal fund balance spending policy; however, the Arts
Council’s practice is to use the most restricted resources first ending with unassigned
resources being used last. The Arts Council has classified its fund balance within the following
hierarchy:

Arts in Program
General Fund Education Services
Nonspendable:
Prepaid expenses $ 7,196 $ - $ -
Deposits 3,097 - -
Restricted:
Endowment 27,760 - -
Assigned:
Program funding - - 478,804
Unassigned (178,084) (9,131) -
Total Fund Balance $ (140,031) $ (9,131 $ 478,804
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Arts Council of Hillsborough County
NOTES TO THE BASIC FINANCIAL STATEMENTS - CONTINUED
September 30, 2018
NOTE | - CONTINGENCIES

Grants

Amounts received or receivable from grantor agencies are subject to audit and adjustment by
grantor agencies. Any disallowed claims, including amounts already collected, might constitute
a liability of the applicable funds. Management does not believe that any such adjustments
would have a material adverse impact on the financial position of the Arts Council at

September 30, 2018.

Legal Contingencies

The Arts Council is subject to legal proceedings and claims which arise in the ordinary course
of business.

NOTE J - SPECIALTY LICENSE PLATE FEES

Revenues of $22,046 were received for the year ended September 30, 2018, from the State of
Florida, for the voluntary payment by licensees for renewal of “for the arts” tags or for newly
issued automobile plates. These monies are included as intergovernmental revenues in the
accompanying statement of revenues, expenditures, and changes in fund balances.

The expenditures related to license plate fees were made in accordance with Florida Statutes.
NOTE K - RETIREMENT PLAN

The Arts Council participates in a Deferred Compensation 457(b) Plan as the sole retirement
plan for employees. The retirement plan is not subject to the creditors of the Arts Council. The
voluntary plan is available to all full-time employees after their probationary period of six
months. The Arts Council makes a voluntary contribution equal to an approved percentage of
the employee’s salary to the plan. The percentage contributed was 7.26% for employees on
through June 2018 and 8.26% for employee for the remainder of the year. The total
contributions made by the Arts Council for the year ending September 30, 2018 were $41,458.

NOTE L - OTHER POSTEMPLOYMENT BENEFITS (OPEB)
The Arts Council participates in Hillsborough County, Florida (the “County”) health care plan
and in the postemployment benefit plan administered by the County. During fiscal year 2017,

the County elected to early implement GASB Statement No. 75, Accounting and Financial
Reporting for Postemployment Benefits Other Than Pensions.
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Arts Council of Hillsborough County
NOTES TO THE BASIC FINANCIAL STATEMENTS - CONTINUED
September 30, 2018
NOTE L - OTHER POSTEMPLOYMENT BENEFITS (OPEB) - Continued
Information related to the County OPEB plan follows:

OPEB Plan Description - The County provides the following health-related benefits to retirees
and certain former employees: (a) The County is required by Florida Statute 112.0801 to allow
retirees and certain former employees to buy healthcare coverage at the same “group
insurance rates” that current employees are charged. Although retirees pay for healthcare at
group rates, they are receiving a valuable benefit because they can buy insurance at costs that
are lower than the costs associated with the experience rating for their age bracket. The
availability of this lower cost health insurance represents an “implicit subsidy” for retirees.

(b) The County offers a monthly stipend of $6 for each year of service up to a maximum benefit
of $240 per month. The stipend is payable to regular retired employees from ages 62 to 65 and
to special risk retired employees from ages 55 to 65. The stipend is to be used to offset the
cost of health insurance. Although the implicit subsidy is required by state law when healthcare
is offered as an employee benefit, the stipend may be cancelled at any time. The County does
not issue separate OPEB Plan financial statements. As a result, all required disclosures are
included in the County’s financial statements.

The Arts Council share of the other post-employment benefits liability for the year ended
September 30, 2018 is immaterial, and as such, is not reflected in these financial statements.
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REQUIRED SUPPLEMENTARY INFORMATION
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Arts Council of Hillsborough County
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCE — BUDGET AND ACTUAL
GENERAL FUND (BUDGETARY BASIS)

For the year ended September 30, 2018

Budgeted Amounts Variance -
Actual Favorable
Original Final Amounts (Unfavorable)
REVENUES
Fees and services $ 2,000 $ 2,000 $ 3,409 $ 1,409
Intergovernmental 232,857 232,857 297,991 65,134
Donations 1,000 1,000 1,498 498
Investment earnings 200 200 15,086 14,886
Total Revenues $ 236,057 $ 236,057 $ 317,984 $ 81,927
EXPENDITURES
General government 236,057 236,057 321,451 85,394
Total Expenditures 236,057 236,057 321,451 85,394
Change in fund balance $ - $ - (3,467) $ 167,321
Fund balance (deficit) - beginning of year (173,247)
Increase in nonspendable fund balance 1,188
Fund balance (deficit) - end of year budgetary basis (175,526)
To convert to GAAP basis:
Increase for revenues not yet received 57,968
Decrease for expenditures incurred but
not yet paid (22,473)
Fund balance (deficit) - end of year - GAAP basis $ (140,031)

The accompanying notes are an integral part of this required supplementary information.
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Arts Council of Hillsborough County
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCE — BUDGET AND ACTUAL
ARTS IN EDUCATION FUND (BUDGETARY BASIS)

For the year ended September 30, 2018

Budgeted Amounts Variance -
Actual Favorable
Original Final Amounts (Unfavorable)
REVENUES
Fees and services $ 101,450 $ 101,450 $ 104,557 $ 3,107
Intergovernmental 256,024 256,024 261,024 5,000
Donations 13,000 13,000 - (13,000)
Investment earnings - - - -
Total Revenues $ 370,474 $ 370,474 $ 365,581 $ (4,893
EXPENDITURES
General government 370,474 370,474 360,450 (10,024)
Total Expenditures 370,474 370,474 360,450 (10,024)
Change in fund balance $ - $ - 5,131 $ (14,917)
Fund balance (deficit) - beginning of year 10,514
Fund balance (deficit) - end of year budgetary basis 15,645
To convert to GAAP basis:
Decrease for expenditures incurred but
not yet paid (24,776)
Fund balance (deficit) - end of year - GAAP basis $ (9131

The accompanying notes are an integral part of this required supplementary information.
28



Arts Council of Hillsborough County
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCE — BUDGET AND ACTUAL
PROGRAM SERVICES FUND (BUDGETARY BASIS)

For the year ended September 30, 2018

Budgeted Amounts Variance -
Actual Favorable
Original Final Amounts (Unfavorable)
REVENUES
Fees and services $ 3,500 $ 3,500 $ 2,840 $ (660)
Intergovernmental 712,017 712,017 565,018 (146,999)
Donations - - 750 750
Investment earnings - - - -
Total Revenues $ 715,517 $ 715,517 $ 568,608 $ (146,909)
EXPENDITURES
General government 705,517 705,517 562,196 (143,321)
Total Expenditures 705,517 705,517 562,196 (143,321)
Change in fund balance $ 10,000 $ 10,000 6,412 $ (290,230)
Fund balance (deficit) - beginning of year 487,042
Fund balance (deficit) - end of year budgetary basis 493,454
To convert to GAAP basis:
Decrease for expenditures incurred but
not yet paid (14,650)
Fund balance (deficit) - end of year - GAAP basis $ 478,804
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REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND THE
MATTERS BASED ON AN AUDIT OF BASIC FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Board of Directors
Arts Council of Hillsborough County

We have audited, in accordance with the auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards issued by the Comptroller General of the United States, the financial
statements of the Arts Council of Hillsborough County (the “Council”’) as of and for the year ended
September 30, 2018, and the related notes to the financial statements, which collectively
comprise the Council’'s basic financial statements, and have issued our report thereon dated
January 24, 2019.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Council’s
internal control over financial reporting (internal control) to determine the audit procedures that
are appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Council’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the Council’s
internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented
or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or, significant deficiencies. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Council’s financial statements are
free from material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements, 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 or other matters that are required to be reported under Government Auditing
Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of
the entity’s internal control or on compliance. This report is an integral part of an audit performed
in accordance with Government Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

@%W %@7/ A

Tampa, Florida
January 24, 2019
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MANAGEMENT LETTER BASED IN RULE 10.554 OF THE
AUDITOR GENERAL OF THE STATE OF FLORIDA

Board of Directors
Arts Council of Hillsborough County

Report on the Financial Statements

We have audited the financial statements of the Arts Council of Hillsborough County (the “Arts
Council”), as of and for the fiscal year ended September 30, 2018, and have issued our report
thereon dated January 24, 2019.

Auditor’s Responsibility

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States and Chapter 10.550, Rules of
the Auditor General.

Other Reporting Requirements

We have issued our Independent Auditors’ Report on Internal Control Over Financial Reporting
and on Compliance and Other Matters Based on an Audit of Financial Statements Performed in
Accordance with Government Auditing Standards; and Independent Accountant’s Report on
Compliance with the Requirements of Section 218.415, Florida Statutes on an examination
conducted in accordance with AICPA Professional Standards, AT-C Section 315, regarding
compliance requirements in accordance with Chapter 10.550, Rules of the Auditor General.
Disclosures in those reports, which are dated January 24, 2019, should be considered in
conjunction with this management letter.

Prior Audit Findings

Section 10.554(1)(i)1., Rules of the Auditor General, requires that we determine whether or not
corrective actions have been taken to address findings and recommendations made in the
preceding annual financial audit report. There were no prior year findings nor corrective actions
disclosed in the preceding audit report.

Official Title and Legal Authority

Section 10.554(1)(i)4., Rules of the Auditor General, requires that the name or official title and
legal authority for the primary government and each component unit of the reporting entity be
disclosed in this management letter, unless disclosed in the notes to the financial statements. The

required information is disclosed in the Notes to General Purpose Financial Statements (see Note
A - Organization and Reporting Entity), page 18.
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Financial Condition and Management

Sections 10.554(1)(i)5.a. and 10.556(7), Rules of the Auditor General, require that we apply
appropriate procedures and report the results of our determination as to whether or not the
Council has met one or more of the conditions described in Section 218.503(1), Florida Statutes,
and identification of the specific condition(s) met. In connection with our audit, we determined that
the Council did not meet any of the conditions described in Section 218.503(1), Florida Statutes.
Pursuant to Sections 10.554(1)(i)5.c. and 10.556(8), Rules of the Auditor General, we applied
financial condition assessment procedures for the Council. It is management’s responsibility to
monitor the Council’s financial condition, and our financial condition assessment was based in
part on representations made by management and the review of financial information provided
by same.

Section 10.554(1)(i)2., Rules of the Auditor General, requires that we address in the management
letter any recommendations to improve financial management. In connection with our audit, we
did not have any such recommendations.

Additional Matters

Sections 10.554(1)()(3)., Rules of the Auditor General, requires us to communicate
noncompliance with provisions of contracts or grant agreements, or abuse, that have occurred,
or are likely to have occurred, that have an effect on the financial statements that is less than
material but warrants the attention of those charged with governance. In connection with our audit,
we did not note any such findings.

Purpose of this Letter

Our management letter is intended solely for the information and use of the Legislative Auditing
Committee, members of the Florida Senate and the Florida House of Representatives, the Florida
Auditor General, Federal and other granting agencies, Members of the Council's Board of
Directors, and applicable management, and is not intended to be and should not be used by
anyone other than these specified parties.

Tampa, Florida @&M 90@47/ //g

January 24, 2019
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INDEPENDENT ACCOUNTANTS’ REPORT ON
COMPLIANCE WITH THE REQUIREMENTS OF
SECTION 218.415, FLORIDA STATUTES

To the Board of Directors
Arts Council of Hillsborough County

Report on Compliance

We have examined Arts Council of Hillsborough County’s investment policy compliance with the
requirements of Section 218.415, Florida Statutes during the year ended September 30, 2018.
Management is responsible for Arts Council of Hillsborough County’s compliance with those
requirements. Our responsibility is to express an opinion on Arts Council of Hillsborough County’s
compliance based on our examination.

Scope

Our examination was conducted in accordance with attestation standards established by the
American Institute of Certified Public Accountants, and, accordingly, included examining, on a
test basis, evidence about Arts Council of Hillsborough County’s compliance with those
requirements and performing such other procedures as we considered necessary in the
circumstances. We believe that our examination provides a reasonable basis for our opinion. Our
examination does not provide a legal determination on Arts Council of Hillsborough County’s
compliance with specified requirements.

Opinion

In our opinion, Arts Council of Hillsborough County complied in all material respects, with the
aforementioned requirements for the year ended September 30, 2018.

Tampa, Florida %‘&/'ﬁ” Ao %@47/ ﬂ/ﬂ

January 24, 2019

35

ONE TAMPA CITY CENTER ¢ SUITE 2600 » 201 N. FRANKLIN STREET « P. O. BOX 172359 * TAMPA, FLORIDA 33672 * 813- 875-7774 FAX 813-874-6785



