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INDEPENDENT AUDITO R'S REPORT 

To the Board of Directors 
Canal Street Development Corporation 

W e have audited the accompanying statements of financial position of Canal Skeet 
Development Co rpora tion, a com ponent unit of the City of New Odeans, Sta te of 
Louisiana, a nonprofit organization under Intern al Revenue Service Co de Section 501 
(c) (3), as of and for the years ended December 31, 2003 and 2002, and the related 
statem ents of activities and cash flows for the years then ended. These financial 
statements are the responsibility of the organization's management. Our responsibility 
is to expre ss an opinion on these financial statements based  on our audits. 

W e co nducted  our audits in acco rdance with auditing sta ndards generally accepted in 
the United States of Amedca and the standards applicable to financial audits contained 
in Govem m ent Auditing Standards, issued by the Comptroller Genera l of the United 
Sta tes. Those standards re quire that we plan and perform the audit to obtain 
reasonable assura nce  about whether the financial sta tements are free of m atedal 
m issta tement. An audit includes exam ining on a test basis, evidence supporting the 
am ounts and disclosure s in the financial statem ents. An audit also includes assessing 
the accounting principles used and significant estimates made by management, as well 
as evaluating th e overall financial statem ent pre senta tion. W e believe th at our audits 
provide a re asonable basis for our opinion. 

In our opinion the financial statements referred  to above pre sent fairly, in all m aterial 
respects, th e financial position of Canal Street Development Corp oration, a com ponent 
unit of the City of New Orleans, State of Louisiana, as of Dece m be r 31, 2003 and 2002, 
and th e changes in its net assets and its cash flows for the years then ended in 
conformity with accounting principles generally accepted in the United Sta tes of 
Am erica. 

In accordance  with Govern m ent Auditing St andard s, we have also issued our re port 
dated June 2, 2004, on our considera tion of Canal Street Developm ent Corp oration's 
internal control over financial re porting and our tests of its co mpliance with ce rtain 
provisions of laws, re gulations, contracts and gra nts. That report is an integra l part of 
an audit perform ed in accordance  with Govem m entAuditing Standards, and should be 
read in conjunction with this report in co nsidering the results of our audit. 

New Orleans, Louisiana 
June 2, 2004 

3421N. Causeway Blvd., Suite 701 ~ IVle~te, LA 7(XX~ 4~-e 
Telephone (504) 837-0770 ~ F~< (504) 837-7102 

201 St. Charles Ave., Suite 255g * New Odeans, LA 70170 
Telephone (504) 522-0504 ~ F~ (504) 837-7102 

~ IntematlomdGroupofAceotmffi~ Flrmms ~ ~ Fin~ lnPdnck~ C.At~  
AIICPA SEO Practl~ Section ~ AIC, PAPdvadeCompenlee~..i.;~,eSectlon 



CANAL STREET DEVELOPMENT CORPORATION 

STATEMENTS OF FINANCIAL POSITION 

CURRENT ASSETS 

Cash - Unrestdcted 
Accounts Receivable 

Due From Pdmary Govern m ent 

Total Current Assets 

OTHER ASSETS 

Cash - Restricted by Bond Issuance 

Total Other Assets 

FIXED ASSETS 
Land 

Building 
Leasehold Im provements 

ASSETS 

2003 2002 

2,926,O69 $ 
579,928 

1,556,777 

2,445,182 
532,879 

1,703,704 

4,681,765 

10,079,859 9,545,084 

10,079,859 

896,124 

7,619,246 

386.318 

9,545,084 

896,124 

7,619,246 

386.318 



CANA L STREET DEVELO PM ENT CO RPO RATIO N 

STATEMENTS OF FINANCIAL POSITION 

Decem ber 31, 

LIABILITIES AND NET ASSETS 

CURRENT LIABILITIES 
Security Deposit Payable 

Accrued Liabilities 
Current Portion of Long-Term Debt 

Total Current Liabilities 

LONG-TERM LIABILITIES 
Bonds Payable 

Less: Current Portion of Long-Term Debt 

2003 

13,500 $ 
30,718 

284.321 

328.539 

13,500 

25,848 

332,777 

372.125 

9.380,000 9,680,000 

(284,321) (332,777) 



CA NA L STREET DEVELO PM ENT CO RPO RATIO N 

STATEM ENTS OF ACTIVITIES 

For the Years Ended Decem ber 31 

UNRESTRICTED NET ASSETS 
Support Services 
Investm ent Income - Unrestdcted 
Net Assets Released from Restriction 

Expiration of Time Restrictions 

Total Unrestricted Net Assets 

EXPENSES 

PROGRAM EXPENSES: 
Consulting Fees 
Depreciation Expense 

Interest Expense 

Land Lease - Mercier 

Bond Issuance  Expenses 

2003 2002 

1,654,671 

210,453 
1,696,847 

36,706 

208,020 208.044 

2.073.144 

115,600 

208,020 
118,676 

99,020 

230.589 

1.941.597 

15,600 

208,044 

198,446 

97,331 

171,695 



CANAL STREET DEVELO PM ENT CO RPO RATION 

STATEMENTS OF ACTW ITIES - CONTINUED 

For the Years Ended Decem ber 31 

Tem porarily Restricted Net Assets 

Gain on Sale of Garage 
Realized Gain - Investment Income - Restricted 
Net Assets released from restrictions 

Expiration of time restriction 

Increase (Decrease) in Temporarily 
Restricted Net Assets 

Increase (Decrease) in Net Assets 
Net Assets at Beginning of Year 

Net Assets at End of Year 

The accompanying notes are an 

2003 2002 

0 $ 
149,251 

135,586 
49.687 

1,002,894 (1,449,232) 
11,815,683 13,264,915 

$ 12,818,577 $ 11,815r683 

ntegral part of the financial statem ents 
7 



CANAL STREET DEVELOPM ENT CORPO RATIO N 

STATEM ENTS OF CASH FLOW S 

For the Years Ended Decem ber 31 

Cash Flows From Operating Activities: 

Increase in Net Assets (Net of Investing Activities) 
Adjustments to reconcile increase in net assets to net cash 
provided by operating activities: 
Depreciation Expense 

(Gain) Loss on Disposal of Property 
(Increase) Decrease in Operating Assets: 

Accounts Receivable 
Due from Pdmary Govern ment 

Increase (Decrease) in Operating Liabilities: 
Accounts Payable 

Accrued Liabilities 

Total adjustments 

Net Cash Provided (Used) by Operating Activities 

Cash Flow Fro m Investing Activities: 
Short-term  investm ents , net 

Cash pro ceeds from the sale of property 

Net Cash Provided (Used) by Investing Activities 

Cash Flow Fro m Financing Activities: 
Proceeds Fro m Bond Issuance 

Principal Payments on Long-Term Debt 

Restricted Funds from Bond Issuance 

Net Cash Provided (Used) by Financing Activities 

Net Increase (Decrease) in Cash and Equivalents 
Cash and Equivalents, Beginning of Year 

Cash and Equivalents, End of Year 

2003 2002 

208,020 

0 

(47,049) 
146,927 

0 

4,870 

312,768 

955,958 

359,704 

0 

359.704 

0 

(300,000) 
(534,775) 

480,887 

2,445,182 

208,044 

(135,586) 

(119,404) 
1,165,751 

(1,014) 
4,871 

1,122,662 

(412,963) 

86,393 
506,000 

592.393 

9,680,000 
0 

(9,545,084) 
134,916 

314,346 

2,130,836 

$ 2,926,069 $ 2,445,182 

Supplem ental Disclosure s of Cash Flow Inform ation: 

Cash Paid During the Year for: 

Interest Expense 118,67
._
6

_6 $ 198,446 

integral part of the financial statem ents. 
8 



CANAL STREET DEVELO PM ENT CO RPO RATION 

NOTES TO FINANCIAL STATEM ENTS 

Decem ber 31, 2003 and 2002 

NOTE 1 - NATURE OF ACTIVITIES AND SIGNIFICANT ACCOUNTING POLICIES 

Canal Street Development Corporation ("Organization" or "CSDC") is a nonprofit, public 
benefit corporationwhich was formed on August 8, 1989 under the Intern al Revenue 
Code section 501 (c) (3). The Organization's main assets consist of the donation of the 
building known as the D.H. Holmes building located in the 800 block of Canal Street, New 
Orleans, Louisiana ("Building"), the real property known as the D.H. Holmes Annex, and 
a parking garage. The Building was developed into the Chateau Sonesta Hotel ("Hotel") 
co m prised of separa te dwelling units and co m m ercial retail space, and the D.H. Holm es 
Annex was developed into an 87-unit apartm ent com plex. The O rganization was 
established for the sole and exclusive purpose of stim ulating business development in 
the Centra l Business Distdct and the adaptive re use and developm ent of Canal Street for 
co mmercial purposes. This objective is currently being met through renovations and the 
leasing Of donated re al estate and eco nom ic developm ent endeavors downtow n. Canal 
Stre et Developm ent Corpora tion is a proprietary activity which is re ported as a 
com ponent unit in the separate financial statem ents of the City of New Odeans, 
Louisiana. The Organization's Board of Directors is com prised of two Councilmen from 
the City Council and other Board M em bers that are  appointed by the M ayor of the City of 
New O deans. Louisiana. 

The O rganization uses the accrual basis of accounting 

Contributions are reco gnized when the donor m akes a prom ise to give to the 
O rganization that is, in substance , unco nditional. Contributions that are re stricted by the 
donor are reported as incre ases in unrestricted net assets if the re strictions expire in the 
fisca l year in which the co ntdbutions are  reco gnized. All other donor-restricted 
contributions are re ported as incre ases in tem porarily or perm anently re stricted net 
assets depending on the nature of the re strictions. W hen a restriction expires, 
tem porarily re stricted nat assets are  re classified to unre stricted net assets. 

The O rganization adopted SFAS No. 116, Accounting for Contributions Received and 
Contributions M ade in 1995. In accordance with SFAS No. 116, co ntributions re ceived 



CANAL STREET DEVELOPMENT CORPORATION 

NOTES TO FINANCIAL STATEM ENTS 

Decem ber 31, 2003 and 2002 

NOTE 1 . NATURE OF ACTIVITIES AND SIGNIFICA NT ACCO UNTING PO LICIES 
(CONTINUED) 

are recorded as unrestricted, tem porarily restricted, or perm anently re stricted support 
depending on the existence or nature of any donor re strictions. Under SFAS No. 116, 
donor restricted co ntributions previously unre ported are re quired to be re ported as 
tem porarily re stricted support and are then re classified to unre stricted net assets upon 
expiration of the donor re strictions. 

The pre paration of financial statem ents in co nform ity with generally accepted accounting 
principles re quires m anagement to m ake estimates and assum ptions that affect certain 
reported am ounts and disclosures. Accordingly, actual re sults co uld differ from  those 
estim ates. 

Donations of property and equipm ent are reco rded as support at their estim ated fair 
value. Such donations are re ported as unre stricted support unless the donor has 
restricted the donated asset to a specific purpose. CSDC's fixed assets are tem poradly 
re stricted by the act of the donation agre em ent between D. H. Holmes and the 
Organization. The agre ement states that the donee transferred title exclusively for public 
purposes. These include m aintenance of the property, prom otion of social welfare , 
co mbating community deterioration, increasing employment opportunities, increasing 
tourism and enhancing tourist amenities on Canal Stre et, and pre serving and im proving 
the historic and unique aesthetic quality of the Canal Street area. Property and 
equipment are depreciated using the streight-line method over a term of thirty-nine (39) 
years. 

In 1995, the O rganization elected to adopt Statement of Financial Accounting Standards 
(SFAS) No. 117, Financial Statements of Not-for-Profit Organizations. Under SFAS No. 
117, the Organization is re quired to re port information re garding its financial position 

10 



CANAL STREET DEVELOPMENT CORPORATION 

NOTES TO FINANCIAL STATEM ENTS 

Decem ber 31, 2003 and 2002 

NOTE 1 - NATURE OF ACTIVITIES AND SIGNIFICA NT ACCO UNTING PO LICIES 
(CONTINUED) 

and activities according to three classes of net assets: unrestricted net assets, 
tem porarily restricted net assets, and perm anently restricted net assets. In addition, the 
Organization is required to pre sent a Statement of Cash Flows. As permitted by this new 
statement, the Organization has discontinued its use of fund accounting, and has 
accordingly, reclassified its financial statements to pre sent the three classes of net 
assets re quired. 

The Organization is a not-for-profit organization that is exem pt from inco me taxes under 
Section 501 (c)(3) of the Internal Revenue Code. 

During the year 2000, the Internal Revenue Service conducted an audit of the 1997 Form 
990 filed by the Organization. As a result of this audit, the non-private foundation status 
was re classified to that of a supporting organization described under Code section 509 
(a)(3), with an effective date of January 1, 1997. The exempt status under secfion 501 
(c)(3) was not changed. 

For purposes of the Statement of Cash Flows, th e Organization considers all unre stricted 
highly liquid investments with an initial maturity of thre e months or less to be cash 
equivalents. 

NOTE 2 - RETIREM ENT PLAN 

All of Canal Street Development Corporation's work force is employed by the City of New 
O rleans, Louisiana. These em ployees are  covere d under the re tire ment plan of the City 
of New Orleans, Louisiana. The Organization rece ives no benefits nor has any 
obligations re lating to this plan. 



CANAL STREET DEVELO PM ENT CO RPO RATIO N 

NOTES TO FINANCIAL STATEM ENTS 

Decem ber 31, 2003 and 2002 

NOTE 3 - DESCRIPTIO N O F LEASING ARRANG EM ENTS 

The property on which the project is constructed, designated as the "D.H. Holmes 
Property", was donated to CSDC. This property was subsequently leased to Historic 
Restoration Inc. ("HRI") originally under one lease and later amended into separate 
leases, for the purpose of developing residential apartm ents, a first-class hotel and a 
parking gara ge to serve the public. The original lease and the hotel and apartm ent's 
seven lease amendm ents have been approved by the Council of the City of New 
O rleans. 

The separate leases signed by and between CSDC (Landlord) and HRI include: (1) 
Seventh Am endm ent and Restatem ent of Apartm ents Lease Agreem ent dated March 30, 
1994, (2) the Sixth Amendment and Restatement of Hotel Lease dated September 15, 
1993, as am ended by Firs t Am endment to Sixth Am endm ent and Restatem ent of Hotel 
Lease Agreem ent dated M ay 6, 1997, and Seco nd Am endm ent to Sixth Am endm ent and 
Restatement of Hotel Lease dated August 30, 2002, (3) The Hotel Parking Lease dated 
Septem ber 15, 1993, as am ended by First Am endm ent to Hotel Parking Lease dated 
May6, 1997, and (4) the Apartments Parking Lease dated September 15, 1993, as 
amended by First Amendment and Restatement to Apartm ents Parking Lease dated May 
6. 1997. 

O n M arch 30, 1994, HRI assigned and tra nsferred the leased prem ises m entioned in the 
Seventh Amendment and Resta tement of Apartments Lease Agreement to 800 Iberville 
Street Limited Partnership ("lberville"). 

HRI assigned and tra nsferred the leased prem ises mentioned in the Sixth Amendment 
and Restatement of Hotel Lease (hereinafter referred to as the "Hotel Lease" to the 800 
Canal Stre et Lim ited Partnership. Additionally, 800 Canal Street Lim ited Partners hip 
assigned and transferred the leased premises mentioned in the First Am endment to the 
Hotel Parking Lease to Sonesta Louisiana Hotel Corporation, who then assigned the 
leased prem ises to HRI Park ing Corporation. 

The term s of the Apartments Lease assigned to 800 Iberville Street Lim ited Partnership 
are as follows: 

The term of the Apartments Lease is effective December 1, 1989, the Lease 
Com m ence ment Date, and ends 99 years thereafter. 



CANAL STREET DEVELOPM ENT CORPORATION 

NOTES TO FINANCIAL STATEMENTS 

Decem ber 31, 2003 and 2002 

NOTE 3 - DESCRIPTION OF LEASING ARRA NGEMENTS (CONTINUED) 

(1) 

(2) 

(3) 

(4) 

Fixed Rent: Commencing with the Rental Commencement Date (December 
1, 1994) and continuing until the end of the term, tenant shall pay a fixed 
m inim um rent to CSDC on a m onthly basis as follows: 

(a) Year one - $32,400 for the year 

(b) Years two through the expiration or termination of the lease, Fixed Rent 
shall be adjusted annually (but not decreased) co mmencing on the first 
anniversary of the Rental Commence ment Date in accordance  with the 
CPI Adjustment and Fixed Rent Appraisal provisions of the Apartments 
Lease. 

(c) Year sixteen (16) and every 10 years thereafter, Fixed Rent is tied to 
M arket Value by appra isal. 

Perce nta .qe Rent: Comm encing with Year Six, a percentage re nt is due in the 
amount of six (6%) perce nt of gross income as defined in the Apartments Lease, 
in exce ss of $1,125,000 (the "Percentage Rent Threshold Level"). For the years 
ended Dece m ber 31,2003 and 2002, no perce nta ge ra nts were paid to CSDC. 

Additional Rent: Com m encing January 21, 1993, CSDC was to rece ive two- 
thirds (2/3)of all monies rece ived as perce ntage rental from third parties. For 
the years ended Dece m ber 31, 2002 and 2001, additional rent am ounted to 
$39,153 and $27,521, respectively. 

On June 22, 2000, the Apartments (800 Iberville Street Limited Partnership) 
signed a lease with LFBP #1, L.L.C. d/b/a G. W . Fins. This entity opened for 
business in M arch, 2001. 

Com mencing January 21, 1993, thirty 
(30%) percent of any base or fixed commercial rent paid by any co mmercial 
tenant is due to CSDC. However, CSDC will not be entitled to re ce ive Base 
Com mercial Rent Participation for the period of tim e com mencing on the date the 
Apartments are com pleted  and opened to the public through February 28, 2005 to 
the extent that co mmercial sublease rent payable is equal to or less than $7.00 
per square foot, adjusted annually. For the years ended December 31, 2003 and 
2002, no Base Com m ercial Rent Participation was re ceived by CSDC. 



CANAL STREET DEVELOPM ENT CORPORATION 

NOTES TO FINANCIAL STATEM ENTS 

Decem ber 31, 2003 and 2002 

NOTE 3 - DESCRIPTION OF LEASING ARRANGEMENTS (CONTINUED) 

(5) Air Ri.qhts Rent: CSDC is entitled to receive in advance  Landlord Air Rights Rent 
in the amount of $5,700 per annum, commencing on the Rental Commence ment 
Date (Dece mber 1, 1994). Beginning December 1, 2000, the rent will increase 
by 15% every five years. For the years ended Dece m ber 31, 2003 and 2002, 
$6,555 and $6,555, respectively, of Air Rights Rent was received by CSDC. 

(6) The Landlord shall rece ive a certain 
m inim um amount of annual re venue for Landlord Administrative Expenses. 
LAE shall not be payable in addition to any re nt unless the sum of such annual 
rent payments total ~ess than $12,000 per year, or unless there is an event of 
foreclosure. 

Subtenant - LFBP #1. L.L.C 

On June 22, 2000, the Apartments (800 Iberville Street Limited Partnership) entered into 
a contract with LFBP #1, L.L.C. (Little Fish, Big Pond), for the operation of a restaurant, 
including all uses incidental or related, under the trade nam e of G . W . Fins. The tenant 
has agreed to continuously use, occupy and operate the business exce pt for (a) casualty, 
(b) holidays on which restaurants within the French Quarter are generally dosed for 
business, or (c)up to fourteen (14) business days in any calendar year for repairs or 
renovations to the Pre m ises. 

The term of the lease is for forty-two (42) years commencing on the Term 
Commencement Date. The restaurant did not open for business until March, 2001. 

(1) Fixed Rent: Commencing with the term co mmence ment date, base rent is 
payable as follows: 

(a) Year 1 - $5.00 per square foot, or $35,000 annually 

(b) Year 2 - $5.20 per square foot, or $36,400 annually 

(c) Year 3 - $5.41 per square foot, or $37,856 annually 

(d) Year 4 - $5.62 per square foot, or $39,370 annually 

(e) Year 5 - $5.85 per square foot or $40,945 annually 



CANAL STREET DEVELOPMENT CORPORATION 

NOTES TO FtNANCIAL STATEM ENTS 

Decem ber 31, 2003 and 2002 

NOTE 3 - DESCRIPTION OF LEASING ARRANGEMENTS (CONTINUED) 

(f) Year 6 - $6.08 per square foot or $42,583 annually 

(g) Year 7 - $6.33 per square foot or $44,286 annually 

(h) Year 8 - $6.58 per square foot or $46,058 annually 

Year 9 - $6.84 per square foot or $47,900 annually 

(j) Year 10 - $7.12 per square foot or $49,8t6 annually 

(k) Year 11 - $10.25 per square foot or $71,750 annually 

Year 12 - $10.66 per square foot or $74,620 annually 

(m) Year 13 - $11.09 per square foot or $77,605 annually 

(n) Year 14 - $11.53 per square foot or $80,709 annually 

(o) Year 15 - $12.53 per square foot or $87,709 annually 

(p) Year 16 - $16.00 per square foot or $112,000 annually 

(q) Year 17 - $16.64 per square foot or $116,480 annually 

(r) Year 18 - $17.31 per square foot or $121,139 annually 

(s) Year 19 - $18.00 per square foo t or $125,985 annually 

(t) Year 20 - $18.72 per square foot or $131,024 annually 

(u) Years 21 through 42 - to be negotiated in year 20 of the lease 

(2) Percentage Rent: 
percentage rent is 

Com m encing one m onth after the com m ence m ent date 
payable as follows 

(a) Year 1 - Five (5%) percent of Gross Sales over $2,508,878 

(b) Year 2 - Five (5%) percent of Gross Sales over $2,536,878 



CANAL STREET DEVELOPM ENT CORPORATION 

NOTES TO FINANCIAL STATEMENTS 

Decem ber 31, 2003 and 2002 

NOTE 3 - DESCRIPTION OF LEASING ARRANGEMENTS (CONTINUED) 

Subtenant - LFBP #1. L.L.C. - Continued 

Year 3 - Five (5%) percent of Gross Sales over $2,565,998. 

Year 4 - Five (5%) perce nt of Gross Sales over $2,596,283. 

Year 5 - Five (5%) perce nt of Gross Sales over $2,627,779. 

Year 6 - Five (5%) percent of Gross Sales over $2,660,535. 

Year 7 - Five (5%) perce nt of Gross Sales over $2,694,602. 

Year 8 - Five (5%) perce nt of Gross Sales over $2,730,030. 

Year 9 - Five (5%) perce nt of Gross Sales over $2,766,877. 

Year 10 - Five (5%))erce nt of Gross Sales over $2,805,196. 

Year 11 - Five (5%))erce nt of Gross Sales over $3,243,878. 

Year 12 - Five (5%) ~ercent of Gross Sales over $3,301,278. 

Year 13 - Five (5%) ~ercent of Gross Sales over $3,360,974. 

Year 14 - Five (5%))erce nt of Gross Sales over $3,423,058. 

Year 15 - Five (5%))erce nt of Gross Sales over $3,563,058. 

Year 16 - Five (5%))ercent of Gross Sales over $4,048,878. 

Year 17 - Five (5%) ~ercent of Gross Sales over $4,138,478. 

Year 18 - Five (5%))ercent of Gross Sales over $4,231,662. 

Year 19 - Five (5%))erce nt of Gross Sales over $4 ,328,574. 

Year 20 - Five (5%) }erce nt of Gross Sales over $4,429,361. 

Years 21 thro ugh 42 - to be negotiated in year 20 of the lease 



CANAL STREET DEVELOPM ENT CORPORATION 

NOTES TO FINANCIA L STATEM ENTS 

Decem ber 31, 2003 and 2002 

NOTE 3 - DESCRIPTION OF LEASING ARRANGEMENTS (CONTINUED) 

(3) Operatinq Costs: Tenant shall pay its pro rata share (4.82%) of property taxes 
and insurance prem ium s for all insura nce m aintained in connection with the 
Building. 

The term s of the Hotel Lease between CSDC and 800 Canal Street Limited Partnership 
("Partnership") are as follows: 

The term of the Hotel Lease is for ninety-nine (99) years and is effective as of Dece mber 
1, 1989, the Lease Com m encem ent Date. 

(1) Fixed Rent: Commencing with the Rental Commencement Date (December 1, 
1994) and continuing until the end of the term , tenant shall pay a fixed minimum 
rent to the Landlord on a monthly basis as follows: 

(2) 

(a) Year one - $259,200 for the year 

(b) Years two through the expiration or termination of the lease, Fixed Rent 
shall be adjusted annually (but not decreased) commencing on the first 
anniversary of the Rental Commence ment Date in accordance with the 
CPI Adjustment and Fixed Rent Appraisal provisions of the Hotel Lease. 

(c) Year sixteen (16) and thereafter, Fixed Rent is tied to Market Value by 
appraisal. The Hotel will be appraised every ten (10) years. 

(d) Reduction in monthly Fixed Rent equal to one-half (1/2) of the monthly 
base rent payable to Mercier Realty & Investment Company under the 
lease known as the "Com er Lot Lease." 

Perce ntaqe Rent: Com m encing with Year Six, Dece m ber 31, 1999, a 
perce ntage rent in the amount of six (6%) percent of gross inco me as defined in 
the Hotel Lease, in exce ss of $6,500,000 (the "Perce ntage Rent Threshold 
Level"). For the years ended Dece mber 31, 2003 and 2002, percentage rent of 
$280,640 and $392,099, respectively, was payable to CSDC. 



CA NAL STREET DEVELO PM ENT CO RPO RATIO N 

NOTES TO FINANCIAL STATEM ENTS 

Decem ber 31, 2003 and 2002 

NOTE 3 - DESCRIPTION OF LEASING ARRANGEMENTS (CONTINUED) 

(3) 

(4) 

The Percentage Rent Thre shold Level may be increased after Year Six, but 
only after Fixed Rent has exce eded $390,000. The method for recalculating 
the Perce ntage Rent Threshold Level is detailed in the Hotel Lease. 

n accordance  with the new lease agre ement, 
commencing August 30, 2000, the Hotel is required to pay forty-one (41%) 
perce nt of net co m m ercial incom e, including base and percentage rent, rece ived 
from third parties. At Dece m ber 31, 2003, the Hotel had the following subtenants: 

a) 

b) 

c) 

e) 

Red Fish Grill - operations began on January 15, 1997 

O rleans Optical - operations began on October 21, 1997 

Gangat Enterprises, LLC - operates under the nam e of Jazz Boutique. A 
new lease was negotiated in 2002. 

Storyville District New Odeans, LLC - opera tions began on Decem ber 29, 
1998. This lease was assigned to Bourbon Stre et Management on 
February 4, 2002, and subsequently to Jazz Parlor, LLC and Howl at the 
M oon, effective the sam e date. See Note 9 - Subsequent Events. 

Magnifique Parfumes and Cosmetics, Inc. - opera tions began on 
Decem ber 29. 1998 

Percentage re nt due to or paid to CSDC during 2003 and 2002 on the above 
subleases was $254,254 and $297,522, respectively. 

Revenue Sharinq Rent: Revenue Sharing Rent shall only be payable after the 
earlier to occur of : (a) the payment of the Principal Reduction Payment to Bank 
One for described loans, or (b)the ca ncellation or satisfaction of the Bank One 
loans. The Revenue Sharing Rent will be equal to fifteen (15%) percent of Net 
Cash Flow (as defined) for the project each quarter. During 2000, the Bank One 
loan was paid in full, and as a result, re venue sharing rent co mmenced. For the 
years ended December 31, 2003 and 2002, revenue sharing re nt due to or paid to 
CSDC amounted to $0 and $102,425, respectively. Due to overpayment of 
re venue sharing re nt by the tenant in prior years, no re venue sharing was due for 
2003. 
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NOTES TO FINANCIAL STATEM ENTS 

Decem ber 31, 2003 and 2002 

NOTE 3 - DESCRIPTION OF LEASING ARRANGEMENTS (CONTINUED) 

(5) 

(6) 

Air Rights Rent: The Partnership is required to pay CSDC Air Rights Rent in the 
amount of $330 per month, commencing on the Rental Commencement Date 
(Dece mber 1, 1994). Beginning December 1, 1999, the rent will increase by 15% 
every five years. For the years ended December 31, 2003 and 2002, $4,554 
and $4,554, respectively, of air rights rent was received. 

Landlord Administrative Expenses (LAE): CSDC shall receive a ce rtain 
m inim um am ount of annual revenue for Landlord Adm inistrative Expenses. LAE 
shall not be payable in addition to any Rent (other than Carrying Cost Rent) 
unless the sum of such annual Rent payments totals less than $73,615 per year, 
or unless there  is an event of foreclosure under the Subordinating M ortgage. 

On August 7, 1996, the Hotel (800 Canal Street Limited Partnership) entered into a 
Lease with 115 Bourbon, L.L.C. (Red Fish Grill) for the operation of a restaurant, bar, 
restaurant-related catering and/or other related purposes having a character and quality 
sim ilar to and consistent with that of the Hotel as of the date of the execution of the 
Lease, with sales of food and alcoholic beverages pdmadly on-prem ises, and the kitchen, 
office , and support facilities nece ssary for this use. 

The term of the Lease is for forty (40) years and is effective as of January 16, 1997, the 
Lease Com m ence m ent Date. 

(1) Fixed Rent: Commencing with the Lease Commencement Date (January 16, 
1997) and co ntinuing until the end of the term, tenant shall pay a fixed minimum 
rent to the Landlord on a m onthly basis as follows: 

(a) Year one - $12.50 per square foot, or $8,976.92 per Lease period for a 
total of $116,700 annually. 

(b) Years two through ten - $12.50 per square foot or 80% of previous lease 
year's co m bined Perce ntage Rent and Fixed M inim um Rent which ever is 
greater, but not less than the previous Lease Year's Fixed M inim um Rent. 

(c) Years eleven (11 ) through fifteen (15) - $15.00 per square foot or 80% of 
previous lease year's co mbined Percentage Rent and Fixed Minim um 



CANAL STREET DEVELOPM ENT CORPO RATION 

NOTES TO FINANCIAL STATEMENTS 

Decem ber 31, 2003 and 2002 

NOTE 3 - DESCRIPTION OF LEASING ARRANGEMENTS (CONTINUED) 

(2) 

(d) 

(e) 

(g) 

(h) 

Rent, whichever is greater, but not less than the previous Lease 
Year's Fixed Minimum Rent. 

Years twenty-one (21) through tw enty-five (25) - $20.00 per square foot or 
80% of pre vious lease year's combined Percentage Rent and Fixed 
M inim um Rent, whichever is gre ater, but not less than the previous 
Lease Year's Fixed M inim um Rent. 

Year's tw enty-six (26) through thirty (30) - $22.50 per square foot or 80% 
of pre vious lease year's com bined Perce ntage Rent and Fixed M inim um 
Rent, whichever is greater, but not less than the pre vious Lease Year's 
Fixed M inim um Rent. 

Years thirty-one (31) through thirty-five (35) - $25.00 per square foot or 
80% of previous lease year's co m bined Percentage Rent and Fixed 
M inim um Rent, whichever is greater, but not less than the previous 
Lease Year's Fixed M inim um Rent. 

Years thirty-six (36) through forty (40) - $27.50 per square foot or 80% of 
previous lease year's com bined Perce ntage Rent and fixed M inim um 
Rent, whichever is gre ater, but not less than the previous Lease Year's 
Fixed M inim um Rent. 

Perce ntaqe Rent: As a further induce m ent for the Landlord's entering into this 
Lease with Red Fish Grill, the Tenant will pay a Percentage of G ro ss Rece ipts 

(as defined in the Lease) as follows: 

Increm ents of Gross 
Receipts 

$0 - $3,000,000 
$3,000,001 - $6,000,000 
Exce ss over $6,000,000 

Perce ntaqe 

3%  
5%  

4.5% 
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Decem ber 31, 2003 and 2002 

NOTE 3 - DESCRIPTION OF LEASING AGREEMENTS (CONTINUED) 

(3) 

(4) 

Gross Receipts will exclude any am ounts paid by Storyville District New O rleans, 
L. L. C. which Storyville District New Orleans, L. L. C. has included in its gross 
rece ipts and upon which it has paid rent to the extent required under its separate 
lease with Landlord. 

The tenant has the right to offset a one-time construction credit for co~ts (over a 
certain amount) against perce ntage rent over $15.00 per square foot. The 
allowable construction credit is $150,000 if co sts exce ed $1,100,000. If the 
co nstruction co sts are between $900,000 and $1,100,000, the tenant is entitled to 
a co nstruction credit of $150,000 less seventy-five perce nt (75%) of the difference  
betw een the total construction costs and $900,000. The tenant has claimed that 
the costs have exce eded the allowed amount, entitling them to a co nstru ction 
credit. At Dece mber 31, 2001, the tenant had not yet provided a breakdown of 
the construction co sts to substantiate this claim but the matter was resolved in 
2002. 

O peratinq Costs: The tenant will pay a proportionate share  of all co sts incurred by 
the Landlord for m anagem ent, m aintenance or capita l im provem ents to the 
building. 

The tenant will also reim burse the 
Landlord for a proportionate share of expenses for real estate taxes and 
insurance paid. 

On March26, 1997, the Hotel (800 Canal Street Limited Partnership) entered into a 
Lease with Orleans Optical, Inc. (Orleans Optica l) for the operation of a retail store 
selling prescription and non-prescription glasses, sunglasses and co ntact lenses and 
sim ilar item s, and perform ing optica l service s such  as eye exam inations, together with 
offi ce, and support facilities nece ssary for this use. 



CANAL STREET DEVELOPM ENT CORPORATIO N 

NOTES TO FINANCIAL STATEMENTS 
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NOTE 3 - DESCRIPTION OF LEASING AGREEMENTS (CONTINUED) 

The term of the lease is for ten (10) years with an effective date of October 21, 1997. 
The Tenant shall have two (2) options to extend the Lease Term for a period of five (5) 
Lease Years each, upon the term s and conditions set forth below : 

(1) Fixed Rent: From and after the Commencement Date, the Tenant shall pay as 
fixed m inim um rent the sum of: 

(2) 

(3) 

(4) 

(a) Years one through five - $29.72 per square foot or $27,192 annuafly 

(b) Years six through ten - $33.32 per square foo t or $30,488 annually 

(c) Option years eleven through fifteen and thereafter - to be calculated at the 
then prevailing market rate 

Perce ntaqe Rent Rate: As a further induce ment for Landlord's entering into this 
Lease with Tenant, the Tenant agrees to pay a percentage re nt of gro ss re ce ipts 
(as defined in the Lease) as follows: 

(a) Years one through five - Six (6%) percent of exce ss gross receipts over 
natural break ($453,200) 

(b) Years six through ten - Six (6%) percent of exce ss gross rece ipts over 
natural break ($508,133) 

(c) Option years eleven through twenty - Six (6%) percent of exce ss gross 
receipts over natural break (as calculated at extension of Lease term s) 

Operating Costs: The tenant will pay a pro portionate share of all costs incurred 
by the Landlord for management, maintenance  or capital im provements to the 
building. 

Landlord for a pro portionate share of 
insurance  paid. 

The tenant will also reim burse the 
expenses for real estate taxes and 
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NOTE 3 - DESCRIPTION OF LEASING AGREEMENTS (CONTINUED) 

In late 2002, the Hotel (800 Canal Street Limited Partnership) entered into a renegotiated 
lease with Gangat Enterprises, L.L.C. (Jazz Boutique) for the sale of retail products which 
are not identical to products presently being sold by other tenants of the development, 
together with office, and support facilities necessary for this use. 

The term of the Lease is for one (1) year beginning on the effective date of the lease with 
two options to extend the Lease Term  for a period of one year each. 

(1) Fixed Rent; Commencing with the Lease Commence ment Date, Tenant shall pay 
a fixed m ~nim um rent to the Landtord on a monthty basis as fcttows: 

(a) Year one - $30.70 per square foot or $14,400 annually 

(b) Year tw o - $35.82 per square foot or $16,800 annually 

(c) Year three - $40.94 per square foot or $19,200 annually 

On January 26, 1998, the Hotel (800 Canal Street Limited Partnership) entered into a 
Lease with Storyville Distdct New Odeans, L.L.C. (StoryvUle District) for the operation of 
an entertainment club having a character and quality sim ilar to and consistent with that of 
the Hotel, featuring live m usical perform ance s and/or other entertainment, a bar, or 
lounge, which may serve food and alcoholic and non-alco holic beverages and the 
nece ssary kitchen, offi ce , and support facilities appro priate for this use. 

On February 4, 2002, Storyville District New Odeans, L.L.C., a subtenant of the Hotel 
Lease, entered into an agreement with Bourbon Street M anagem ent, L.L.C. to sublease 
the prem ises they currently occupy for the re mainder of the lease term . The leased 
pre m ises will be used only for the operation of an entertainment club having a chara cter 
and quality similar to and co nsistent with that of the Hotel. All terms of the lease 
betw een the Hotel and Storyville District New Odeans, L.L.C. will re main the same. 
However, the sublease redefined the lease years to agree with the odginal lease. 
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NOTE 3 - DESCRIPTION OF LEASING AGREEMENTS (CONTINUED) 

Subtenant - Storvville District New Orleans. L L.C. - Continued 

Sim ultaneously, Bourbon Street Management, L.L.C. subleased these same prem ises 
to Howl at the Moon New O rleans, L.L.C. and Jazz Parlor, L.L.C., for the sam e 
purpose, and retaining the terms of the original sublease. See Note 9 - Subsequent 
Events regarding an additional sublease approved in 2004. 

The term of the Lease is for ten (10) years to commence on May 15, 1998, or the date 
Tenant opens for business, whichever is sooner ("Commence ment Date"). Storyville 
Distdct actually began operations on Dece m ber 29, 1998. The Tenant shall have five 
(5) options to extend the Lease Term for a period of five (5) Lease Years each, upon 
the term s and co nditions set forth hereinafter. In the event the Tenant's Gross 
Receipts (as defined in the Lease) for the five-year pedod ending with the twentieth 
Lease Year (excluding from such five-year period the tw o Lease Years with the highest 
and lowest Gross Rece ipts), are less than $5,500,000 per year on average, the Tenant 
shall have no further options to renew this Lease, and the Lease shall autom atically 
term inate at the end of the fifteenth Lease Year. 

(1) Fixed Rent: Commencing with the Lease Commencement Date, May 15, 1998, 
and co ntinuing until the end of the term , tenant shall pay a fixed m inim um re nt to 
the Landlord on a m onthly basis as follows: 

(a) Years one through three- $16.00 per square foot or $12,485 per lease 
period, for a total of $162,305 annually 

(b) 

(c) 

(d) 

Year four - greatest of (i) $18.00, (ii) 65% of previous Lease Year's 
co mbined Percentage Rent and Fixed Minimum Rent, or (iii) 80% of the 
avera ge co m bined Perce ntage Rent and Fixed M inim um Rent for the 
previous th ree Lease Years , but not less th an the previous Lease Year's 
Fixed Minim um Rent. 

Years five and six - $18.00 or 65% of previous Lease Year's combined 
Perce ntage Rent and Fixed Minim um Rent, whichever is greater, but not 
less than the pre vious Lease Year's Fixed M inim um Rent. 

Year seven - grea test of (i) $18.00, (ii) 65% of previous Lease Year's 
combined Perce ntage Rent and Fixed Minimum Rent, or (iii) 80% of the 
average co m bined Percentage Rent and Fixed Minim um Rent for the 
previous three Lease Years, but not less than the previous Lease Year's 
Fixed Minim um Rent. 

24 
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NOTE 3 - DESCRIPTION OF LEASING AGREEMENTS (CONTINUED) 

(e) Years eight and nine - $18.00 or 65% of previous Lease Year's combined 
Percentage Rent and Fixed M inim um Rent, whichever is gre ater, but not 
less than the previous Lease Year's Fixed M inim um  Rent. 

(f) Year ten - greatest of (i) $18.00, (ii) 65% of previous Lease Year's 
combined Perce ntage Rent and Fixed Minimum Rent, or (iii) 80% of the 
average com bined Perce nta ge Rent and Fixed M inim um Rent for the 
previous three Lease Years , but not less than the previous Lease Year's 
Fixed Minim um Rent. 

(g) 

(h) 

(J) 

(k) 

Option years eleven (11) to fifteen (15) - $20.00 or 65% of previous Lease 
Year's com bined Percentage Rent and Fixed Minim um Rent, whichever is 
greater, but not less than the pre vious Lease Year's Fixed M inimum Rent. 

Option years sixteen (16) to twenty (20) - $22.00 or 65% of previous 
Lease Year's co m bined Perce ntage Rent and Fixed M inim um Rent, 
whichever is gre ater, but not less than the pre vious Lease Year's Fixed 
M inim um Rent. 

Option years tw enty-one (21) to 
pre vious Lease Year's com bined 
Rent, whichever is gre ater, but not 
Fixed M inim um Rent. 

tw enty-fiv e (25) - $24.00 or 65% of 
Percentage Rent and Fixed M inim um 
less than the previous Lease Year's 

Option years twenty-six (26) to thirty (30) - $26.00 or 65% of previous 
Lease Year's com bined Percentage Rent and Fixed M inim um  Rent, 
whichever is greater, but not less than the previous Lease Year's Fixed 
Minimum Rent. 

Option years thirty-one (31) to thirty-five (35) - $28.00 or 65% of previous 
Lease Year's co m bined Perce ntage Rent and Fixed M inim um Rent, 
whichever is greater, but not less than the pre vious Lease Year's Fixed 
M inim um Rent. 
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NOTE 3 - DESCRIPTION OF LEASING AGREEMENTS (CONTINUED) 

(2) 

(3) 

(4) 

Notwithstanding the foregoing, Fixed Minimum Rent shall be adjusted every 
three (3) years beginning in year thirteen (13) to be the greater of (i) the dollar 
amount set forth above for the applicable option period, or (ii) 65% of previous 
Lease Year's com bined Percenta ge Rent and Fixed Minim um Rent for the 
previous three Lease Years, but not less than the previous Lease Year's Fixed 
M inimum Rent. 

Perce nta,qe Rent: As a further inducement for the Landlord entering into this 
Lease with Tenant, from and after the Com mence m ent Date, the Tenant agrees 
to pay the Landlord a perce ntage rent of gross rece ipts (as defined in the Lease) 
as fellows: 

$0 - $4,000,000 
$4,000,001 - $6,000,000 
Exce ss over $6,000,000 

Perce ntage 

5% 
6% 
7% 

Operating Costs: The tenant will pay a proportionate share  of all co sts incurred 
by the Landlord for management, maintenance or ca pita l im provements to the 
building. 

The tenant will also reim burse the 
Landlord for a proportionate share  of expenses for real estate taxes and 
insurance  paid. 

On May 11, 1998, the Hotel entered into a lease with Magnifique Parfum es and 
Cosmetics, Inc. for the operation of a perfume retail store selling perfumes, co smetics 
hair care, skin ca re  and related products and acce ssories together with an office , and 
support facilities nece ssary for this use. Landlord shall have no co ntrol over Tenant's 
standard price policies. 
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NOTE 3 - DESCRIPTION OF LEASING AGREEMENTS (CONTINUED) 

The term of the lease is for five years to com m ence on the date the leased prem ises 
are  "Ready for Occupancy", or the date Tenant opens for business, whichever is 
sooner. The prem ises were  available for occupancy on October 1, 1998, and 
operations began on December 29, 1998. The effective date of the lease was 
January 1, 1999. The tenant shall have two options to extend the lease term  for a 
pedod of five lease years each, upon the terms and conditions set forth here inafter. In 
Novem ber, 2003, 800 Canal Partnership and Subtenant entere d into an Extension of 
Lease, which extended the lease for two years beginning on January 1, 2004 (pursuant 
to rent provisions provided below) and cance led any other options to renew the lease. 

Notw ithstanding anything to the co ntrary co ntained herein, in the event that Tenant's 
Gross Rece ipts for the first three lease years do not average more than $450,000 per 
year, Tenant may term inate this Lease, at its sole option, at the end of the third lease 
year. 

(1) Fixed rent: Commencing with the lease commence ment date, October 1, 1998, 
tenant shall pay Landlord as fixed m inim um re nt for the leased prem ises the sum 
of: 

(a) Year one - $30.00 per square foot or $61,680 annually 

(b) Year two - $32.00 per square foot or $65,792 annually 

(c) Year three - $34.00 per square foot or $69,904 annually 

(d) Year four - $36.00 per square foot or $74,016 annually 

(e) Year five - $38.00 per square foot or $78,128 annually 

Option years six thro ugh eleven - to be negotiated at pre vailing market 
rate. In Novem ber, 2003, the lease was ext ended for tw o years at the 
year five rate. The extension ends on Dece m ber 31, 2005. 

(g) Option years twelve through sixteen - to be negotiated at prevailing 
market ra te 
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NOTE 3 - DESCRIPTION OF LEASING AGREEMENTS (CONTINUED) 

RHht~n~nt - MAanifiaue Parfume~ and Cosm etics. Inc. - Continued 

(2) Percentaqe rent: As a further inducement for Landlord's entering into this lease 
with tenant, from and after the commencement date, the tenant agrees to pay 
the Landlord a percentage re nt of gross receipts as follows: 

(3) 

(4) 

(a) Year one - 6% of exce ss gross rece ipts over $1,028,000 

(b) Year two - 6% of exce ss gross rece ipts over $1,096,533 

(c) Year three - 6% of excess gross rece ipts over $1,165,067 

(d) Year four - 6% of exce ss gross rece ipts over $1,233,600 

(e) Year five - 6% of exce ss gross receipts over $1,302,133 

Option years six thro ugh eleven - 6% of excess gross rece ipts over 
natural bre ak to be determ ined at tim e of renewal 

(g) Option years twelve through sixteen - 6% of exce ss gross rece ipts over 
natura l break to be determ ined at tim e of renewal 

O peratinq costs: The tenant will pay a proportionate share of all costs incurred 
by the Landlord for management, maintenance or capital improvements to the 
building. 

Real estate tax and insurance f~xpense: The tenant will also reim burse the 
Landlord for a proportionate share of expenses for real estate taxes and 
insurance  paid. 
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The term  of the hotel parking lease, signed in May, 1997, m irrors that of the hotel lease 
between CSDC and the Partnership. During the term , the Partners hip shall pay the 
following rentals to CSDC: 

(1) Fixed Minimum Rent: The Partnership shall pay a fixed minimum rent 
to CSDC on a m onthly basis as follows: 

(2) 

(a) Lease years one through three - $225,000 for the year, plus the 
am ount of any Mercier lease increases and the amount of any 
real estate tax increases. 

(b) Lease years four through the expiration or termination of the 
lease - $250,000 per year, plus the amount of any Mercier lease 
increases and the am ount of any re al estate tax incre ases. 

Percentaae Rent: In addition to fixed m inim um rent, the Partners hip 
shall pay percentage re nt as follows: 

(a) Lease years one through three - 85% of any monthly exce ss 
revenues (over $605,000 on an annual basis, increased by 2- 
1/2% annually, and incr eased by the amount of any Mercier 
increases and the amount of any real estate tax increases) 

(b) Lease years four through the expiration or termination of the 
lease 80% of any monthly excess revenues (over $605,000 on 
an annual basis, increased by 2-1/2%  annually, and increased by 
the amount of any Mercier increases and the am ount of any re al 
estate tax increases), Lease year four commenced in May, 
2000. 

(c) The Partnership is obligated 
only after re im bursem ent for 
as defined in the lease. 

to pay percentage rent to CSDC 
the defined tenant im provem ents 
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NOTE 3 - DESCRIPTION OF LEASING AGREEMENTS (CONTINUED) 

HOTEL PARKING LEASE - CONTINUED 

The calculation of Percentage Rent for 2003 is as follows 

Tota l Revenue from Operations 

Sales Taxes 
Hotel Renta l Conce ssions 
Base 

Exce ss Revenue Subject to 
Perce ntage Rent 

Percentage Rate 

Perce ntage Rent 

(3) 

(4) 

(6) 

$1,095,104 

(115,284) 
0 

(710,952) 

268,868 
.80 

Tenant Im provem ents: The Partnership m ay reim burs e itself for the 
tenant im provements, as defined, from the capital im provements fund for 
the entire cost of the im provem ents plus interest thereon co m puted at the 
rate of ten (10%) percent per annum. In addition, the Partnership may 
use perce ntage rent (see above) if the ca pital improvement funds are 
insufficient. 

n addition to fixed m inim um 
rent and perce nta ge rent, the Partnership shall pay monthly to CSDC its 
proportionate share, as defined, of all costs incurred by CSDC in main- 
taining, repairing, opera ting and insuring the leased premises. 

Utilities: The Partnership shall pay all utilities required, used or consum ed 
in the leased prem ises. 

30 
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NOTE 3 - DESCRIPTION OF LEASING AGREEMENTS (CONTINUED) 

CSDC leases the land for the Garage under an agreement with Mercier Realty and 
Investm ent Com pany. 

The original land lease began M arch, 1968 and term inates February, 2020. The 
minimum monthly rental payable to Mercier Realty is $5,650 plus a calculated increase 
based on the annual change (ctosest toAugust 1)in the CPI as defined in the lease. 
The annual rent increase is limited to seven (7%) percent per year. If the CPI increase 
overthe prece ding year is equal to or greater than twelve (12%) percent, then the 
actual CPI increase shall be used and the annual lim itation would not apply. Curre ntly, 
the monthly rental payment is $8,352. 

,VING 

O n June 1, 1997, CSDC entered into a Lease with Dry ades Savings Bank, FSB, a 
federa lly chartere d savings bank, to purchase, install, and operate an autom ated teller 
machine (ATM) on a portion of the Property. 

The term of the Lease is for five (5) years and is effective as of June 1, 1997. Upon the 
expira tion of the Initial Term , the Lease will automatica lly re new for continuous and 
succe ssive renewal periods of two (2) years each, unless cance led by Dryades or 
CSDC by written notice  by either party provided thirty (30) days prior to each renewal 
date. 

In 2003, Dry ades Savings Bank gave notice of their intent to ca ncel the lease. They 
have co ntinued paying fixed and surcharge rent on a m onth-to-m onth basis, but are  in 
the proce ss of negotiating a new lease. 

(1) Fixed Rent: Commencing with the Lease Commence ment Date June 1, 1997, 
and continuing until the end of the term , tenant shall pay fixed m inim um rent to 
the Landlord on a monthly basis of $500. 
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DRYADES SAVINGS BANK. FSB - CO NTINUED 

(2) Surcharge Rent: In addition to the fixed minimum rent, the Lease provides for 
paym ent of a Surcharge Rent to CSDC based on the Foreign Transaction 
Volume (in U.S. Dollars) according to the following schedule: 

V 
$1,000 or less 
$1,001 - $2,000 

$2,001 - 3,000 

$3,001 - 5,000 

$5,001 and greater 

25%  of such Foreign Transaction 
40%  of such increm ent of Foreign Transaction Volum e 
plus Surcharge Rent attributable to lesser volume 
50%  of such increm ent of Foreign Transaction Volum e 
plus Surcharge Rent attributable to lesser volume 
60% of such increm ent of Foreign Transact ion Volum e 
plus Surcharge Rent attributable to lesser volume 
70%  of such increm ent of Foreign Transaction Volum e 
of Foreign Rent attributable to lesser volum e 

The surcharge rental calculations for the year ended Decem ber 31, 2003, were 

January 
February  
March 
April 
May 
June 
July 
August 
Septem ber 
October 
Novem ber 
Decem ber 

Foreign Transaction 
Volum e 

$ 824.25 
740.25 
771.75 
687.75 
934.50 
745.50 
712.00 

1,000.00 
1,000.00 
1,000.00 
975.00 
830.00 

12.50 
64.00 
2.50 

Total $10,221.00 $ 79.00 

Percentaqe Due 
First Over 
$1,000 $1,000 

0.25 
0.25 
0.25 
0.25 
0.25 
0.25 
0.25 
0.25 
0.25 
0.25 
0.25 
0.25 

0.40 
0.40 
0.40 
0.40 
0.40 
0.40 
0.40 
0.40 
0.40 
0.40 
0.40 
0.40 

Surcharge Rent 
Due to CSD 

$ 206.06 
185.06 
192.94 
171.94 
233.63 
186.38 
178.00 
255.00 
275.60 
251.00 
243.75 
207.50 



CANAL STREET DEVELOPM ENT CORPORATION 

NOTES TO FINANCIAL STATEM ENTS 

Decem ber 31, 2003 and 2002 

NOTE 3 - DESCRIPTION OF LEASING AGREEMENTS (CONTINUED) 

In early 2000, CSDC entered into a lease with Chifici Enterpdses, Inc., d/b/a Deanie's 
Seafood for the operation of a restaurant with ancillary bar, and catedng facility. 

The term of the lease is for ten years to commence the earliest of (i) 120 days following 
the Tenant's receipt of permits for Tenants Improvements, or (ii) the date the Tenant 
opens for business (as determined by the date of Tenant's Certificate of Occupancy or 
actual opening, whicheverflrst occurs), or (iii) 180 days after the effective date of the 
lease (February !7, 2000). The latter option applied and the lease beca me effective on 
August 17, 2000. if the Tenant is granted the right to renew or extend this Lease, the 
term will include all renewal or extension term s that beco m e effective by re ason of the 
Tenant's exercise of this option. 

(1) Fixed Rent: Dudng the primary term, the tenant shall pay landlord as fixed rent 
for the leased prem ises the sum of: 

Years 

I-4 
5 -7 
8 -10 

Base Month~ Rent 

$10,000 
12,000 
15,000 

$120,000 
144,000 
180,000 

Ootion Term Rent: Fixed Rent dudng the option term shall be adjusted in 
accordance with increases in the Consum er Pdca  Index. 

During the co nstruction pedod, the tenant shall pay 
the landlord in an amount equal to $1,000 per month. 

(3) Operatin9 Costs: The tenant will pay a proportionate share of all costs incurred 
by the Landlord for management, operation, maintenance, or insurance of the 
building. 

(4) Tax Expenses: The Tenant will also reimburse the Landlord for a 
proportionate share  of expenses for real estate taxes paid, including, but not 
lim ited to, all real property taxes, rates, duties and assessm ents, local 
im provem ent taxes, im port charges or levies, whether general or special, that 
are levied, charged or assessed against the Building by any lawful taxing 
authority, whether federal, state, co unty, m unicipal, school or otherwise. 



CA NAL STREET DEVELO PM ENT CO RPO RATION 

NOTES TO FINANCIAL STATEM ENTS 

NOTE 3 - DESCRIPTION OF LEASING AGREEMENTS (CONTINUED) 

For the year ended December 31, 2003, $59,143 was collected as 
rent from the tenant. Additionally, com missions, leasing fees and repairs and 
maintenance in the amount of $61,957 were paid in co nnection with this tenant. 

See Note 9 - Subsequent Events re garding an additional lease approved by the Board 
of Dire ctors in 2004. 

NOTE 4 - CO NCENTRA TION O F CREDIT RISK 

The bank balances at Bank O ne, Louisiana, and Hancock Bank are com prised of the 
following: 

Dem and deposits, per bank statem ents 



CANAL STREET DEVELOPM ENT CORPORATION 

NOTES TO FINANCIAL STATEMENTS 

Decem ber 31, 2003 and 2002 

NOTE 5 - DESCRIPTIO N OF LEASING ARRANGEM ENTS 

The Canal Street Development Corporation, as a com ponent unit of the City of New 
O rleans, m aintains office space  within the facilities currently used by other City 
departm ents. An allocation of the appropriate rent expense is based on the actual 
square footage used by CSDC, ca lculated at prevailing m arket rates. Current market 
rates indica te that CSDC's allocated rent expense is $4,870. This was ca lculated 
based on CSDC's occupancy of 423 square feet at a m arket rate of approxim ately 
$11.50 per square foot. The current arrangement is subject to change as there is no 
formal lease between the City of New Orleans and CSDC. 

NOTE 6 - CANAL STREET IMPROVEM ENT PROJECT 

The Canal Street Development Corporation (CSDC), together with the Downtown 
Development District (DDD) and the City of New Orleans (City) are sponsors of ce rtain 
ca pital im provements to Canal Street from Claiborne Avenue to the M ississippi River. 
These ca pital im provements include repaving sidewalks, landsca ping and generally 
contributing to the overall beautifica tion of the Canal Street co rridor. 

In order to define and coordinate the rights and responsibilities of the co-sponsors of 
the project, CSDC, DDD and the City entered into a Cooperative Endeavor Agreement, 
a Construction, Design, M onitoring and Disbursem ent Agreem ent, and a Participation 
Agreement setting forth their respective financial obligations in co nnection with the 
project. 

In order to finance  the proposed ca pital im provem ents, the Louisiana Public Facilities 
Authority, a public trust and public co rporation of the State of Louisiana agreed to lend 
CSDC the proce eds of certain revenue bonds in the aggregate principal amount of 
$9,680,000. The issuance date was September 25, 2002. 

The bonds bear interest at a variable m arket rate, not to exceed 12%  per annum , and 
will mature in 20 years, unless sooner prepaid. Interest on the Bonds is payable 
monthly and the Bonds may be prepaid, in whole or in part, without penalty. 

CSDC agreed to com m it the entire amount of the net proceeds of the Bonds toward the 
project, and an additional $500,000 generated from the sale of the Bienvilte Garage. 
(See Note 7). 



CANAL STREET DEVELO PM ENT CORPO RATIO N 

NOTES TO FINANCIAL STATEMENTS 

Decem ber 31, 2003 and 2002 

NOTE 6 - CANAL STREET IMPROVEMENT PROJECT (CONTINUED) 

The Loan of the Bond proceeds by Louisiana Public Facilities Authority was m ade 
pursuant to a Loan Agreem ent between the issuer and CSDC. The Loan Agreement 
require d delivery of a Letter of Cre dit and a Confirm ing Letter of Cre dit to secure the full 
paym ent of the Bonds. Hibernia National Bank agreed to provide the Letter of Cre dit, 
while KBC Bank, N.V., provided the Confirm ing Letter of Cre dit. Hibernia Bank re quired 
CSDC to enter into various agre ements setting forth the conditions for the 
disbursement of the Bond pro ceeds to CSDC, their re sponsibility to reim burs e Hibern ia 
Bank under the Letter of Credit, and the security to be provided to secure its 
perform ance under the agre em ents. 

As security for its obligations, CSDC was required to assign leases and rents to 
Hibern ia Bank. Such leases and re nts relate to direct and indire ct lease re venues 
derived by CSDC from all leases, present and future , including the Chateau Sonesta 
Hotel and related property. As additional security, CSDC assigned  all of its rights under 
the Participation Agreement and the Cooperative Endeavor Agre em ent to Hibernia 
Bank. 

The principal payments on the Bonds will be initially paid by a draw on the Letter of 
Cre dit. Th ere after, CSDC will re im burse Hibern ia for such draws in accordance  with a 
Reimbursement Agreement. The DDD also co mmitted to provide up to $300,000 
annually toward the debt service  on the Bonds; provided that such obligation is 
contingent on CSDC's revenue being insufficient to cover the debt serv ice, or CSDC's 
obligations exce ed $850,000 annually. 



CANAL STREET DEVELO PM ENT CO RPO RATIO N 

NOTES TO FINANCIAL STATEM ENTS 

Decem ber 31, 2003 and 2002 

NOTE 6 - CANAL STREET IMPROVEMENT PROJECT (CONTINUED) 

Agreem ent waive any and all rights of subrogation against the other. CSDC may 
assign any and all of its dghts under the Participation Agreement to Hibernia National 
Bank. 

This agre ement regulates the rights and re sponsibilities among the City of New 
Odeans, CSDC and DDD with respect to the Project. Under the Construction, Design, 
M onitoring and Disbursement Agreement, CSDC shall deposit the net bond proceeds in 
an account established in accordance with the Trust Indenture  and DDD shall 
designate $5,000,000 of the proceeds from a 2001 DDD bond issuance to maintain an 
account under the authority of the Board of Liquidation of City Debt. In acco rdance  
with applicable law, the City will advertise for bids for the co nstruction of the Project and 
award the co ntracts to the lowest responsible bidder. The project will be overseen and 
m onitore d on a day-to-day basis by a qualified co nstru ction m anager chosen by the 
City, with the advice and co nsent of CSDC and DDD. Periodic status reports on the 
project must be provided. The final design and drawings, as well as the budget for t~e 
Project, will be approved by the CSDC, DDD and the City. CSDC may assign any and 
all of its dghts under the agreem ent to Hibern ia National Bank. All parties waive the 
right of subrogation against the other. To the extent allowed by law, the parties 
obligations and liabilities under the agre ement shall not be re leased, im paire d or 
re duce d and shall continue in full force  and effect . 

The Cooperative Endeavor Agreement defines the rights and re sponsibilities among the 
City, CSDC and DDD with respect to the Project. The form of the Cooperative 
Endeavor Agre ement was approved by the New Odeans City Council on May 2, 2002. 
Under the agreement, the City, after approving the plans and specifica tions for the 
Project, will advertise for bids in acco rdance with applica ble law and award the contract 
to the lowest responsible bidder. The City will make available to CSDC $500,000 from 
the City's Capital Fund that was co llected from the sale by public auction of property 
owned by CSDC. (See Note 7). The parties may assign their interests in the 
agreement. All hiring or em ployment made possible from this agre ement m ust satisfy 
City open opportunity requirements. The parties also agree to enter into a 
Construction, Design, Monitoring and Disbursement Agreement (described above). 

37 



CANAL STREET DEVELOPMENT CORPORATION 

NOTES TO FINANCIAL STATEM ENTS 

Decem ber 31, 2003 and 2002 

NOTE 6 - CANAL STREET IMPROVEMENT PROJECT (CONTINUED) 

The loan agreement provides for the loan of $9,680,000 from the Louisiana Public 
Facilities Authority to CSDC and the re lated repaym ent re quire m ents. Under the 
agreement, LPFA will issue, sell and deliver the Bonds. The proceeds from the sale of 
the Bonds, together with funds provided by the DDD and $500,000 put up by CSDC wiU 
be made available to CSDC to pay for Project costs and certain costs of issuance. 
CSDC agre es to make payments to the Trustee pursuant to the Indenture. The 
Trustee will disburse money from the CSDC account in the Project Fund. A promissory 
note evidencing the indebtedness of CSDC in favor of Hancock Bank of Louisiana, the 
assignee of the Louisiana Public Facilities Authodty was executed pursuant to the loan 
agreem ent. 

Scheduled m aturities of long-term debt are as follows 

2004 
2005 
2006 
2007 
2008 
Thereafter 

$ 284,321 
301,768 
320,286 
339,940 
360,799 

7,772,886 

At Decem ber 31, 2003, the fair value of the debt approxim ates the am ounts recorded in 
the financial statem ents. 

Under the reimbursement agreement, CSDC is obligated to reim burse Hibernia 
National Bank for draws against the Letter of Cre dit. Prior to the disburs em ent of the 
Bond Pro ceeds under the Loan Agreement, various co nditions were satisfied, including 
receipt of the plans and specifications for the Project and all required building permits, 
approval of a detailed budget and cash flow projection of the Project, proof of 
insurance , evidence  of satisfactory  lien waivers , and co nfirm ation that the construction 
of the Project co mplies with the plans and applica ble governmental requirements. In 
order to secure CSDC's obligations under the Reim bursement Agre em ent, CSDC will 
pledge to the Bank all of its dghts, title and intere st in the Unremarketed Bonds, assign 
to the Bank its rights under the Coopera tive Endeavor Agre ement and assign to the 
Bank all pre sent and future leases and rents. 



CANAL STREET DEVELO PM ENT CO RPO RATION 

NOTES TO FINANCIAL STATEM ENTS 

Decem ber 31, 2003 and 2002 

NOTE 6 - CANAL STREET IMPROVEMENT PROJECT (CONTINUED) 

The Assignm ent of Leases and Rents provides for the assignment in favor of the Bank 
of all present and future leases and re nts held by or payable to CSDC in order to 
secure  CSDC's re im bursem ent obligations under the Reim bursem ent Agre em ent. 

The Trust Indenture  re gulates the sale, re sale, disbursement of proceeds and 
adm inistration of the Bonds. Following the issuance of the Bonds, all Bond pro ce eds 
will be deposited into the Bond Proce eds Fund. Monies held in the Project Fund are 
disbursed to pay the cost of the Project upon rece ipt of a requisition from CSDC. The 
Tru stee, Hancock Bank, is authorized to m ake paym ents upon receipt of a Certificate 
for Paym ent by CSDC, written approval of the Bank and any docum ents re quired under 
the Loan Agreement (described above). The Indenture also establishes the Investment 
of Bond Fund, the Project Fund, the Debt Service  Reserve Fund and the Rebate Fund 
for the purposes of re ceiving and disbursing Fund Pro ce eds and Revenues and paying 
the principal and interest due on the Bonds. These funds have been classified on the 
balance  sheet as a non-cu rrent item , Cash - Restricted by Bond Issuance. 

NOTE 7 - SALE OF BIENVILLE GARAGE 

In October, 2001, the garage at 931 Bienville was sold at public auction for $506,000. 
The Act of Sale on the garage was effective in February, 2002. An Ordinance of the 
City of New O deans declare d that the pro ce eds from the sale were to be held in the 
Capital Fund to be used for CSDC purposes. These proceeds will be used to satisfy 
CSDC's out of pocket funding of the Capital Street Improvements Project, as described 
above. 



CANAL STREET DEVELOPM ENT CORPORATION 

NOTES TO FINANCIAL STATEM ENTS 

Decem ber 31, 2003 and 2002 

NOTE 8 - RECLASSIFICATION OF NET ASSETS 

In Novem ber, 2001, the Mayor of the City of New O rleans, presented to the CSDC 
Board of Directors a proposal requesting the use of CSDC funds to help m eet various 
budget shortages resulting from the effects of the events of September 11, 2001 on the 
City. The Board agreed to the use of up to $3,434,000 to be used for the following 
projects: 

Sum mer Youth Program 
City Planning - CZO and Master Plan 
City Planning - GIS 
Regional Planning Com m ission 
Emergency Calling System 
NOPD & Sanitation Special Event 
Overtim e 

M ayor's M ilitary Advisory Com m ittee 
Support for NOMA's Egyptian Exhibit 
Streets M aintenance 
Essence Festival 
Arts Council 

Total 

$1,000,000 
270,000 
30,000 
214,000 
110,000 

336,000 
40,000 
334 ,000 
625,000 
250,000 
225,000 

In November, 2002, the City disbursed $2,333,334  for some of the projects listed 
above. The remaining $1,100,666 was transferred from unrestdcted net assets to 
temporarily restricted net assets to reflect the amount dedicated to the City of New 
O deans for the specified purposes detailed above. No additional disburs em ents were  
m ade by the City of New Odeans during 2003. 

On July 23, 2003, the Board approved a Resolution to aUocate $100,000 of CSDC 
reserve funds to help fund the Canal Street Vision and Developm ent Strategy 
com m issioned by the DDD, CSDC and the City of New O rleans. These funds were  
disburs ed in 2003. 

On October 1, 2003, the Board adopted a Resolution giving approval to use $25,000 
out of the Econom ic Developm ent Reserv e toward the production of the Canal Stre et 
Projection Project. These funds were disbursed in 2003. 

On Dece mber 9, 2003, a Resolution was adopted approving the allocation of $645,000 
of Eco nom ic Development Reserve Funds to the Louisiana Artists Guild, Inc. for costs 
associated with the Louisiana Art W orks Project. As of Dece mber 31, 2003, the funds 
had not been disbursed. The am ount was transferred from unrestricted net assets to 
tem porarily restricted net assets to reflect the am ount dedicated for this specified 
purp ose. 



CANAL STREET DEVELOPM ENT CORPORATION 

NOTES TO FINANCIAL STATEM ENTS 

Decem ber 31, 2003 and 2002 

NOTE 8 - RECLASSIFICATION OF NET ASSETS (CONTINUED) 

O n Decem ber9, 2003, a Resolution was adopted approving garage im provem ents in 
an amount not to exceed $145,000. This amount has been transferred from 
unre stdcted net assets to tem porarily restdcted net assets to reflect the amount 
dedicated for this purpose. 

NOTE 9 - SUBSEQ UENT EVENTS 

In January, 2003, the Canal Street Developm ent Corporation was nam ed as a 
defendant in a personal injury lawsuit involving a tenant of the apartments at 800 
Iberville Street, owned by CSDC. It is anticipated that CSDC will be released from any 
liability because the lease states that the tenant shall protect, defend, indem nify and 
hold forever harm less the Landlord and the City of New Odeans from and against any 
and all losses, costs, claim s, charges, expenses, penalties, dam ages, fines, suits, 
demands and actions of any kind. Additionally, CSDC did not have garde of the 
property under the term s of the lease. No provision has been m ade for possible 
contingent liabilities. 

O n Decem ber 9, 2003, the Board of Directors approved the terms of an additional lease 
with Deanie's Seafood for approxim ately 742 square feet on the first floor of the form er 
D. H. Holmes annex along Iberville Street to be used as additional private dining and 
banquet space for Deanie's Seafood Restaurant. 

The term of the lease will run co terminous with the existing lease expiring on 
Dece m ber31, 2009. The lease term will begin on or about the earlier of 120 days 
following the tenants receipt of the perm its for tenant im provements, or the date the 
tenant opens for business. 

Base rental rate is $12.00 per square foot. Perce ntage rent does not apply. The rent 
will esca late in a proportionate share  to the original lease dated Febru ary  17, 2000. 
The tenant will have three (3) options to extend for periods of five (5) years each 
commencing at the tenth anniversary of the original lease term . 

The lease had been approved as of Dece m ber 31, 2003, but had not yet been 
executed. 
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NOTES TO FINANCIAL STATEM ENTS 

Decem ber 31, 2003 and 2002 

NOTE 9 - SUBSEQUENT EVENTS (CONTINUED) 

Letter of Intent from Chrysochoos Gro up, Inc. dba Bourbon Street Entertainment, 
L.L.C. 

O n February 18, 2004, the Board of Directors approved the letter of intent for a 
sublease between 800 Iberville Partners hip and Bourbon Street Entertainment, L.L.C. 
for the use of approximately 9,935 square  feet of com m ercial space in the form er D, H. 
Holmes annex along Iberville Street (Suites E and F) to be used as lounge space and 
office  space . 

The. initial term will be for sixty (60) months from delivery of the space  after lease 
execution. Rent for the first nine (9) months will be $1,000 per month. The rent for the 
remaining fifty-one (51) months will be $4.50 per square foot, tdpte net. The base rent 
shall increase by four (4%) perce nt per year dudng the term of the lease. 

If not in default of the lease, the tenant shall have four (4) five-year options to renew the 
lease, with six m onths pdor written notice of intent to re new . The re ntal rate will 
increase at each re newal accordingly: 

Years 6-10: 4% incre ase over the previous years base re nt, triple net, with a 
four (4%) percent annual increase throughout the term of the lease. 

Years 11-15: $12.00 per square foot, triple net, with a four (4%) perce nt annual 
incre ase thro ughout the term of the lease. 

Years 16-20: 4%  incre ase over the pre vious year's base re nt, triple net, w ith a 
four (4%) perce nt annual increase throughout the term of the lease. 

Years 21-25: 4% increase over the previous years base re nt, tdple net, with a 
four (4%) perce nt annual increase throughout the term of the lease. 

The tenant is also subject to percentage rents over the natural break of five (5%) 
perce nt. A deposit of $15,000 is due upon lease execution. 

The lease will be personally guaranteed by Jacky Chrysochoos for the initial five (5) 
year term only. 
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Decem ber 31, 2003 and 2002 

NOTE 9 - SUBSEQUENT EVENTS (CONTINUED) 

Letter of Intent from Chrysochoos Gro up, Inc. dba Bourbon Street 
L.L.C. (Continued) 

The tenant intends to use a portion of the additional space for office s, additional 
storage of trade fixtures, walk-ins, ice  machines, coolers, etc. and the rem ainder as a 
banquet room , overflow space  and lounges to accom m odate corporate and larger 
gro up events in the New O deans are a. 

The Landlord is to pay Talbot Realty Group a commission of six (6%) perce nt of the 
gross annual re nt annually, to be paid in advance . The sam e perce ntage com m ission 
is to be paid on any renewals, extensions, expansions or renegotiations there of or any 
new leases, exce pt that com m ission on any percentage rents will be paid when such 
perce ntage rents becom e due. 

O n February 14, 2004, the Board of Directors approved the sublease of prem ises 
between Howl at the Moon and Zydeque, L.L.C. to sublease a portion of the space  
being leased from Bourb on Stre et M anagem ent, such space  on assignm ent from 
Storyville, a party to the lease with 800 Canal Stre et Partnership for the operation of a 
full-service resta urant. 

The term of the sublease com m ence d on the date of acce ptance  by CSDC and ends 
On the last day of the term  of the Second Sublease, including any renewals or 
extensions granted under the Seco nd Sublease. The term of the sublease is 
automatically renewed and extended if Howl at the M oon extends the term of their 
sublease unless Zydeque pro vides written notice of non-renewal not less than thirty 
(30) days prior to the date that Howl at the Moon is required to provide notice  of 
re newal to Bourb on Stre et Managem ent. 

Zydeque will pay to Howl  at the Moon an amount equal to the total rent, percentage 
rent, operating co sts, real estate ta xes, insurance  prem iums and all other am ounts 
payable by Howl at the Moon to Bourbon Stre et Management, reduce d pro-rata by the 
square footage occupied by the Zydeque prem ises. 
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NOTE 9 - SUBSEQUENT EVENTS (CONTINUED) 

Zydeque agreed to prepare and deliver to Howl at the Moon
, Bourbon Stre et 

M anagement, Storyville and 800 Canal Stre et Partnership the records of Zydeque's 
gross receipts, and to re tain the re co rds for the period of time re quire d under the 
seco nd sublease. The gross re ce ipts of Zydeque will be co nsidered as part of the 
gross re ceipts of 800 Canal Stre et Partners hip, Storyville, Bourbon Stre et M anagement, 
and Howl at the Moon for the purposes of calculating perce ntage re nt under the master 
lease, first sublease, seco nd sublease and Howl at the Moon sublease. 

All other term s, covenants and conditions of the second sublease will be m ade part of 
this sublease. 
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REPORT O N COM PUANCE AND ON INTERNAL CO NTROL OVER FINANCIAL 
REPORTING BASED ON AN AUDIT OF FINANCIAL STATEM ENTS PERFORMED 

IN ACCORDANCE W ITH GO VERNMENT AUDITING STANDARDS 

To The Board of Directors 
Canal Stre et Development Corporation 

We have audited the financial statements of Canal Street Development Corporation (a 
nonprofit organization) as of and for the year ended December 31, 2003, and have 
issued our re ports thereon dated June 2, 2004. W e conducted our audit in accordance  
with auditing standards generally accepted in the United Sta tes of Am erica and the 
standards applica ble to financial audits co ntained in Government Auditing Standards, 
issued by the Com ptroller Genera l of the United Sta tes. 

As part of obtaining re asonable assurance  about whether Canal Stre et Developm ent 
Corp ora tion's financial statem ents are  fre e of m aterial m isstatem ent, we perform ed tests 
of its co m pliance with certain provisions of laws, regulations, co ntra cts, and grants, 
nonco m pliance with which co uld have a direct and m atedal effect on th e determ ination of 
financial statem ent amounts. However, providing an opinion on com pliance  with th ose 
provisions was not an objective of our audit, and accordingly, we do not express such  an 
op inion. The re sults of our tests disclosed no insta nces of nonco m pliance  that are 
required to be re ported under Govern ment Auditing Standards. 

In planning and perform ing our audit, we considere d Canal Skeet Developm ent 
Corpora tion's intern al co ntrol over financial re porting in order to determ ine our auditing 
pro ce dure s for the purpose of expre ssing our opinion on the financial statements and not 
to provide assurance on the internal contro l over financial reporting. Our co nsidera tion of 
the internal contro l over financial re porting would not necessarily disclose all matters in 
the internal co ntro l over financial re porting that m ight be material weaknesses. A 
m aterial weakness is a condition in which the design or opera tion of one or more  of the 
intern al contro l com ponents does not reduce to a relatively low level th e risk that 
m issta tem ents in am ounts that would be m aterial in re lation to the financial statements 
being audited may occur and not be detected within a timely period by employees in the 
normal co urse of perform ing their assigned functions. W e noted no matters involving th e 
intern al co ntro l over financial re porting and its operation that we co nsider to be material 
weaknesses. 
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To The Board of Directors 
Canal Street Developm ent Corporation 
Page 2 

This report is intended solely for the inform ation and use of the audit com m ittee
, 

m anagement, others within the organization, City Council, and federal awarding agencies 
and pass-through entities, and is not intended to be, and should not be, used by anyone 
other than specified parties. 

New O rleans, Louisiana 
June 2. 2004 


