














TENNESSEE ART LEAGUE, INC. 

Notes to Financial Statements 


December 31,2010 


NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Nature of Activities 

Tennessee Art League, Inc. (the "Organization"), a Tennessee not-for-profit organization, 
enriches the lives of artists and the community as a cultural center, educational facility and 
art gallery, and encourages and promotes the visual arts through changing exhibitions, 
workshops, classes and community outreach programs. 

Basis of Presentation 

The accompanying financial statements have been prepared on the accrual basis of 
accounting in accordance with accounting principles generally accepted in the United States 
of America. Net assets and revenues, expenses, gains, and losses are classified based on the 
existence or absence ofdonor-imposed restrictions. Accordingly, net assets and changes 
therein are classified and reported as follows: 

Unrestricted net assets - net assets that are not subject to donor-imposed 
stipulations. 

Temporarily restricted net assets - net assets subject to donor-imposed restrictions 
that mayor will be met, either by actions of the Organization and/or the passage of 
time. Restrictions that are fulfilled in the same accounting period in which the 
contributions are received are reported in the statement of activities as unrestricted. 
When a restriction expires in a period after the contributions are received, 
temporarily restricted net assets are reclassified to unrestricted net assets and 
reported in the statement of activities as net assets released from restrictions. 

Permanently restricted net assets - net assets subject to donor-imposed stipulations 
that they be maintained permanently by the Organization. Generally, the donors of 
these assets permit the Organization to use all or part of the income earned and any 
related investments for general or specific purposes. 

The amount for each of these classes of net assets is displayed in the statement of financial 
position and the amount of change in each class of net assets is displayed in the statement 
of activities. There were no permanently restricted net assets as of December 31, 2010. 
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TENNESSEE ART LEAGUE, INC. 

Notes to Financial Statements 


December 31,2010 


NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued 

Cash and Cash Equivalents 

F or purposes of the Statements of Cash Flows, the Organization considers all cash funds, 
cash bank accounts and highly liquid debt instruments, with an original maturity when 
purchased of three months or less, to be cash and cash equivalents. 

Expense Allocation 

The costs of providing program services and supporting services have been summarized on 
a functional basis in the statement of activities. Accordingly, certain costs have been 
allocated among programs and supporting services based on actual or estimated time spent 
on each function. 

Contributions 

Contributions are considered to be available for unrestricted use unless specifically 
restricted by the donor. Contributions that are restricted by the donor are reported as 
increases in unrestricted net assets if the restrictions expire in the fiscal year in which the 
contributions are recognized. All other donor-restricted contributions are reported as 
increases in temporarily or permanently restricted net assets depending on the nature of the 
restrictions. When a restriction expires, temporarily restricted net assets are reclassified to 
unrestricted net assets. 

Pledges Receivable 

Pledges receivable are recorded at their estimated fair value with pledges collectible over 
more than a year recognized at their expected discounted cash flow. Pledges receivable are 
considered to be either conditional or unconditional promises to give. A conditional 
contribution is one which depends on the occurrence of some specified uncertain future 
event to become binding on the donor. Conditional contributions are not recorded as 
revenue until the condition is met, at which time they become unconditional. 
Unconditional contributions are recorded as revenue at the time verifiable evidence of the 
pledge is received. There were no conditional promises to give as of December 31, 2010. 

The Organization considers pledges receivable to be fully collectible at year-end. 
Accordingly, no allowance for doubtful accounts has been recorded. 
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TENNESSEE ART LEAGUE, INC. 

Notes to Financial Statements 


December 31, 2010 


NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued 

Property and Equipment 

Property and equipment are recorded at cost to the Organization, or if donated, at the 
estimated fair market value at the date of donation. The Organization follows the policy of 
presenting gifts of land., buildings and equipment placed in service within the reporting 
period as unrestricted contributions in the statement ofactivities. All depreciation is 
computed using the straight-line method based on the estimated useful life of the asset as 
follows: 

Buildings 39 years 
Building Improvements 27 - 30 years 
Office furniture and equipment 5 -7 years 

When property and equipment are sold or otherwise disposed, the asset and related 
accumulated depreciation are relieved, and any gain or loss is included in operations. 
Expenditures for repairs and maintenance are charged to operations when incurred. 

Use of Estimates 

The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect certain 
reported amounts and disclosures. The more significant areas include the recovery period 
for buildings and building improvements. Management believes that such estimates have 
been based on reasonable assumptions and that such estimates are adequate. Accordingly, 
actual results could differ from those estimates. 

Income Taxes 

The Organization is exempt from income taxes under Section 501 (c) (3) of the Internal 
Revenue Code, and the Organization is classified as an organization that is not a private 
foundation as defmed in Section 509(a) of the Internal Revenue Code. Therefore, no 
provision for federal income taxes is included in the accompanying financial statements. 
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TENNESSEE ART LEAGUE, INC. 

Notes to Financial Statements 


December 31, 2010 


NOTE 1 - SUlVIMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued 

Financial Instruments 

Financial accounting standards relating to fair value measurements establish a framework 
for measuring fair value. That framework provides a fair value hierarchy that prioritizes the 
inputs to valuation techniques used to measure fair value. The hierarchy gives the highest 
priority to unadjusted quoted prices in active markets for identical assets or liabilities 
(Levell measurements) and the lowest priority to unobservable inputs (Level 3 
measurements). The three levels of the fair value hierarchy are described below: 

Levell - Values are unadjusted quoted prices for identical assets in active 
markets accessible at the measurement date. 

Level 2 - Inputs include quoted prices for similar assets in active markets, quoted 
prices from those willing to trade in markets that are not active, or other inputs 
that are observable or can be corroborated by market data for the term ofthe 
instrument. Such inputs include market interest rates and volatilities, spreads and 
yield curves. 

Level 3 - Certain inputs are unobservable (supported by little or no market 
activity) and significant to the fair value measurement. Unobservable inputs 
reflect the Organization's best estimate of what hypothetical market participants 
would use to determine a transaction price for the asset or liability at the reporting 
date. 

The Organization's financial instruments consist of pledges receivable, grants receivable, 
accrued liabilities and notes payable. The recorded values of all the Organization's 
financial instruments approximate their fair values based on their short-term nature. 
While the Organization believes its valuation methodologies are appropriate and consistent 
with that of other market participants, the use of different methodologies or assumptions to 
determine the fair value of certain financial instruments could result in different fair value 
measurements at the reporting date. 
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TENNESSEE ART LEAGUE, INC. 

Notes to Financial Statements 


December 31, 2010 


NOTE2-PLEDGESRECEIVABLE 

Pledges receivable recorded for the Organization are unconditional promises to give and 
consist of the following at December 31,2010: 

Capital Campaign - Due from various members $ 2,990 

Receivable in less than one year $ 2.990 

NOTE 3 - NOTE PAYABLE 

Note payable to Wilson Bank & Trust bearing interest at 6% 
for the purchase of land and a building. The note requires 
monthly payments of principal and interest in the amount of 
$5,303 with a balloon payment due at the end of the 6 year 
term in the amount of$600,738. The note matures 
August 14, 2015. $708,817 

Less current maturities ( 21,099) 
$687.718 

Maturities of debt are as follows: 

2011 $ 21,099 
2012 22,299 
2013 23,813 
2014 25,303 
Thereafter 616,303 

$708.817 
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TENNESSEE ART LEAGUE, INC. 

Notes to Financial Statements 


December 31,2010 


NOTE 4 - RESTRICTIONS ON NET ASSETS 

Temporarily restricted net assets are available for the following purpose at 
December 31, 2010: 

Contributions received for capital campaign $161.989 

Net assets were released from donor restrictions by incurring expenses satisfying the 
restricted purposes or by occurrence of other events specified by the donors during the year 
ended December 31,2010 as follows: 

Building mortgage payments-principal $ 19,868 
Building mortgage payments - interest 43,765 
Parking lot space 12,000 
Property taxes 10,297 
Utilities 9,525 
Repairs and maintenance & various other costs 16,789 

$112.244 

The Organization started a capital campaign in 2005 to raise funds for paying off the 
purchase and remodeling their current building that houses its operations. 

NOTE 5 - SUBSEQUENT EVENTS 

The Organization evaluated subsequent events through April 8, 2011, the issuance of the 
Organization's financial statements. 
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