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THE ART CONNECTION, INC.
(A NOT-FOR-PROFIT ORGANIZATION)
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2014 AND 2013

1.

Organization:
The Art Connection, Inc. (the "Organization") was founded in 1995 to promote and achieve the placement
of art works in social service and other non-profit organizations, principally in eastern Massachusetts.

2.

Significant accounting policies:
Method of accounting:
The accompanying financial statements are prepared on the accrual basis of accounting and accordingly
reflect all significant receivables, payables, and other liabilities.
Basis of presentation:
Financial statement presentation follows the recommendations of the Financial Accounting Standards
Board in its Statement of Financial Accounting Standards (SFAS) No. 117, Financial Statements of Not-forProfit Organizations. Under SFAS No. 117, the Organization is required to report information regarding its
financial position and activities according to three classes of net assets: unrestricted net assets, temporarily
restricted net assets, and permanently restricted net assets.
Tax status:
The Organization is exempt from federal income taxes under Section 501(c)(3) of the Internal Revenue
Code. Accordingly, no provision for income taxes is reflected in the accompanying financial statements.
Revenue recognition:
Contributions received are recorded as unrestricted, temporarily restricted, or permanently restricted
support, depending on the existence and/or nature of any donor restrictions. All donor-restricted
contributions are reported as an increase in temporarily or permanently restricted net assets, depending on
the nature of the restriction. When a 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. Temporarily
restricted net assets whose restrictions are completely met within the year of receipt are recognized as
unrestricted support.
Cash and cash equivalents:
The Organization considers all short-term investments with an original maturity of three months or less to
be cash equivalents. During the year, the Organization’s cash in bank balances exceeded the federally
insured limits. At June 30, 2014 and June 30, 2013, the Organization had no uninsured cash balances.
Contributed services:
The organization receives a substantial amount of services donated by Board and other volunteers. No
amounts have been reflected in these financial statements for those services since they do not meet the
criteria for recognition under SFAS No. 116, Accounting for Contributions Received and Contributions
Made.
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2.

Significant accounting policies - continued:
Uncertainty in income taxes:
The organization adopted the new standards for Accounting for Uncertainty in Income Taxes, which require
the organization to report any uncertain tax positions and to adjust the financial statements for the impact
thereof. As of June 30, 2014, the organization determined that it had no tax positions that did not meet the
“more likely than not” threshold of being sustained by the applicable tax authority. The organization files
information returns in the United States federal and Massachusetts state jurisdictions. These returns are
generally subject to examination by tax authorities for the last three years.
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. Accordingly, actual results could differ from the estimates.
Functional allocation of expenses:
The costs of providing various programs and 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.
Depreciation:
Furniture and fixtures are recorded at cost and depreciation is provided over estimated useful lives of five
and seven years on a straight-line basis.
Concentration of risk:
Financial investments that potentially subject the organization to concentration of risk consist primarily of
cash on deposit. The organization places its cash on deposit with one financial institution. Accounts are
insured by the Federal Deposit Insurance Corporation up to $250,000. At no time during the years did the
organization’s cash balances exceed the federally insured limits.

3.

Temporarily restricted net assets:
At June 30 2014 and June 30, 2013, there were no temporarily restricted net assets.

4.

Fair value:
The organization reports its qualifying assets and liabilities in accordance with the Fair Value
Measurements and Disclosure Standards of US GAAP. These standards define fair value, establish a
framework for measuring fair value and expand disclosures about fair value measurements. This policy
establishes a fair value framework that prioritizes the inputs and assumptions used to measure fair value.
The three levels of the fair value framework are as follows:
Level – 1 Inputs reflect unadjusted quoted prices in active markets for identical assets or liabilities at the
measurement date.
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4.

Fair Value - continued:
Level – 2 Inputs other than quoted prices in active markets that are observable for the asset either directly
or indirectly, including inputs in markets that are not considered to be active.
Level – 3 Inputs that are unobservable.
A qualifying asset or liability’s level within the framework is based upon the lowest level of any input
that is significant to the fair value measurement. The organization’s qualifying assets or liabilities are
recorded at fair value using Level 1 inputs.

5.

Subsequent events:
Subsequent events have been evaluated through August 18, 2014 which is the date the financial statements
were available to be issued for events requiring recording or disclosure in the financial statements for the
years ended June 30, 2014 and June 30, 2013. No events occurred which would have a material effect on
the financial statements as of that date.

