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Independent Auditor's Report
Board of Directors

Seward Neighborhood Group

Minneapolis, Minnesota

We have audited the accompanying statement of financial position of the Seward Neighborhood Group as of December 31, 2004, and the related statement of activities, statement of functional expenses and statement of cash flows for the year then ended.  These financial statements are the responsibility of the Organization's management.  Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America.  Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement.  An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.  An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation.  We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to in the first paragraph, present fairly, in all material respects, the financial position of the Seward Neighborhood Group as of December 31, 2004, and the results of its operations and changes in net assets for the year then ended, in conformity with accounting principles generally accepted in the United States. 

Our audit was made for the purpose of forming an opinion on the basic financial statements of the Seward Neighborhood Group taken as a whole.  The supplemental information  is presented for purposes of additional analysis and is not a required part of these basic financial statements.  Such information has been subjected to the auditing procedures applied in the examination of the basic financial statements and, in our opinion, is fairly stated in all material respects in relation to the basic financial statements takes as a whole.

August 26, 2005

SEWARD NEIGHBORHOOD GROUP

STATEMENT OF FINANCIAL POSITION

DECEMBER 31, 2004

	
	
	
	
	
	
	
	

	ASSETS
	
	
	
	
	
	
	

	Current Assets:
	
	
	
	
	
	

	
	Cash and equivalents
	
	 $  116,626 
	
	

	
	Accounts receivable
	
	
	       19,925 
	
	

	
	Pledges receivable
	
	
	       17,000 
	
	

	
	Prepaid expenses
	
	
	         1,368 
	
	

	
	   Total current assets
	
	     154,919 
	
	

	
	
	
	
	
	
	
	

	
	Land, building, and equipment,
	
	
	
	

	
	net of accumulated depreciation 
	     155,217 
	
	

	
	
	
	
	
	
	
	

	
	Total Assets
	
	
	 $  310,136 
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	LIABILIITES AND NET ASSETS
	
	
	
	

	Current Liabilities
	
	
	
	
	
	

	 
	Accounts payable
	
	
	 $      1,000 
	
	

	
	Refundable advance
	
	
	       26,151 
	
	

	
	Line of credit
	
	
	       26,681 
	
	

	
	   Total current liabilities
	
	       53,832 
	
	

	
	
	
	
	
	
	
	

	Long-term liabilities
	
	
	
	
	
	

	 
	Mortgage payable
	
	
	     180,000 
	
	

	
	
	
	
	
	
	
	

	
	Total Liabilities
	
	
	     233,832 
	
	

	
	
	
	
	
	
	
	

	Net Assets
	
	
	
	
	
	

	
	Unrestricted
	
	
	            416 
	
	

	
	Temporarily restricted
	
	       75,888 
	
	

	
	   Total net assets
	
	
	       76,304 
	
	

	
	
	
	
	
	
	
	

	
	Total Liabilities and Net Assets
	     310,136 
	
	


See accountant’s report and notes to financial statements.
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	Temporarily 
	

	
	
	
	Unrestricted
	
	Restricted
	
	Total

	
	
	
	
	
	
	
	

	Support and Revenue:
	
	
	
	
	

	
	Membership contributions
	 $    11,644 
	
	 $          -   
	
	 $  11,644 

	
	Contributions
	       53,648 
	
	     72,000 
	
	   125,648 

	
	Minneapolis Neighborhood Revitalization
	       69,627 
	
	             -   
	
	     69,627 

	
	Other government awards
	       29,292 
	
	             -   
	
	     29,292 

	
	Satisfaction of time and purpose 
	         7,247 
	
	      (7,247)
	
	             -   

	
	Relocation income
	       28,789 
	
	             -   
	
	     28,789 

	
	Program revenue
	       26,866 
	
	             -   
	
	     26,866 

	
	Housing repayments
	         6,125 
	
	             -   
	
	       6,125 

	
	Special events
	         8,204 
	
	             -   
	
	       8,204 

	
	
	
	     241,442 
	
	     64,753 
	
	   306,195 

	Expenses:
	
	
	
	
	
	

	Program expenses:
	
	
	
	
	
	

	
	   Total program expenses
	     152,627 
	
	             -   
	
	   152,627 

	Supporting services:
	
	
	
	
	
	

	
	Management and general
	       61,988 
	
	             -   
	
	     61,988 

	
	Fundraising
	       14,440 
	
	             -   
	
	     14,440 

	
	   Total supporting services
	       76,428 
	
	             -   
	
	     76,428 

	
	
	
	
	
	
	
	

	
	   Total expenses
	     229,055 
	
	             -   
	
	   229,055 

	
	
	
	
	
	
	
	

	Change in net assets
	
	       12,387 
	
	     64,753 
	
	     77,140 

	
	
	
	
	
	
	
	

	Net assets, beginning of year
	     (11,971)
	
	     11,135 
	
	         (836)

	
	
	
	
	
	
	
	

	Net assets, end of year
	 $         416 
	
	 $  75,888 
	
	 $  76,304 


SEWARD NEIGHBORHOOD GROUP

STATEMENT OF ACTIVITIES

DECEMBER 31, 2004

See accountant’s report and notes to financial statements.
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	Total

	
	
	
	Program
	Management
	Fundraising
	Expenses

	
	
	
	
	
	
	

	Salaries
	
	
	        68,487 
	 $      15,610 
	 $     11,000 
	 $     95,097 

	Payroll taxes and insurance
	          7,024 
	           1,440 
	          1,021 
	          9,485 

	Benefits
	
	
	          4,300 
	           1,405 
	             416 
	          6,121 

	Total personnel
	
	        79,811 
	         18,455 
	        12,437 
	      110,703 

	
	
	
	
	
	
	

	Contract services
	
	        15,432 
	           4,686 
	                -   
	        20,118 

	Facilities
	
	
	        22,938 
	         13,959 
	             367 
	        37,264 

	Telephone
	
	          1,620 
	              498 
	             350 
	          2,468 

	Supplies
	
	
	          3,389 
	           2,226 
	             200 
	          5,815 

	Postage
	
	
	             657 
	              300 
	             132 
	          1,089 

	Copying and printing
	          8,801 
	           3,077 
	             421 
	        12,299 

	Insurance
	
	
	             900 
	           1,178 
	                -   
	          2,078 

	Advertising
	
	             885 
	                36 
	                -   
	             921 

	Accounting
	
	                -   
	           1,420 
	                -   
	          1,420 

	Interest and charges
	
	                -   
	              714 
	                -   
	             714 

	Development
	
	             530 
	              150 
	                -   
	             680 

	Fees
	
	
	                -   
	              173 
	                -   
	             173 

	Environment program
	                -   
	                -   
	                -   
	                -   

	Repair and maintenance
	        11,664 
	              388 
	                -   
	        12,052 

	Miscellaneous
	
	
	           3,254 
	             533 
	          3,787 

	Program expenses
	
	          6,000 
	                -   
	                -   
	          6,000 

	Depreciation
	
	                -   
	         11,474 
	                -   
	        11,474 

	
	
	
	
	
	
	

	
	
	
	 $   152,627 
	 $      61,988 
	 $     14,440 
	 $   229,055 


SEWARD NEIGHBORHOOD GROUP

STATEMENT OF FUNCTIONAL EXPENSES

DECEMBER 31, 2004

See accountant’s report and notes to financial statements
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SEWARD NEIGHBORHOOD GROUP

STATEMENT OF CASH FLOWS

	Cash Flows From Operating Activities
	
	
	

	
	
	
	
	
	
	
	

	Change in Net Assets
	
	
	
	
	 $   77,140 

	
	
	
	
	
	
	
	

	Adjustments to Reconcile Changes in Net Assets to Net Cash
	
	

	   Provided by Operating Activities
	
	
	
	

	Depreciation
	
	
	
	
	
	      11,474 

	Changes in Assets and Liabilities
	
	
	
	

	
	(Increase) Decrease in accounts receivable
	
	      17,268 

	
	(Increase) Decrease in prepaid expenses
	
	
	           610 

	
	Increase (Decrease) in accounts payable
	
	
	       (2,818)

	
	Increase (Decrease) in refundable advances
	
	     (27,349)

	
	Total adjustments
	
	
	
	
	          (815)

	
	
	
	
	
	
	
	

	
	Net Cash Provided by Operating Activities
	
	      76,325 

	
	
	
	
	
	
	
	

	Cash Flows From Investing Activities
	
	
	
	

	
	Cash used to purchase fixed assets
	
	
	       (2,544)

	
	
	
	
	
	
	
	

	Cash Flows From Financing Activities
	
	
	
	

	
	Net payments on debt
	
	
	
	       (9,085)

	
	   Cash used for financing activities
	
	
	       (9,085)

	
	Increase/(Decrease) in Cash and Cash Equivalents
	
	      64,696 

	
	Cash and Cash Equivalents, Beginning of Year
	
	      45,830 

	
	Cash and Cash Equivalents, End of Year
	
	
	 $ 110,526 

	
	
	
	
	
	
	
	

	
	Supplemental Disclosure of Cash Flow Information
	
	

	
	Cash Paid for Interest
	
	
	
	 $        714 


DECEMBER 31, 2004

See accountant’s report and notes to financial statements.
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SEWARD NEIGHBORHOOD GROUP

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2004

NOTE 1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Description of Organization:
The Seward Neighborhood Group, Inc., (SNG) is the officially recognized citizen participation organization for the Seward Neighborhood whose boundaries are I-94, the Mississippi River, and the railroad tracks paralleling Hiawatha Avenue and 27th street.  For 33 years, Seward neighbors have organized as members of the SNG to improve the quality of life in Seward.  SNG assists residents and businesses to address their common problems and opportunities.

The SNG’s programs are as follows:

Citizen Participation

To represent the interests of Seward to the City of Minneapolis and to other public and private organizations, sponsor public forums, and assist residents and businesses in implementing projects approved by open participatory process.

Community Building

Crime Prevention - promote citizen involvement in various initiatives designed to reduce the incidence of crime, and increase perceptions of safety by building a sense of community, educate residents about crime, inform the community on how to prevent crime, and develop relationships with law enforcement.

Community Development - sponsor free neighborhood-wide events of interest to residents (garage sales, Clean Sweep, King’s Fair) in order to build community; organize and encourage participation in these events by all Seward constituencies:  residents, youth, business, institutions, churches, and special groups.

Youth – provide opportunities and incentives for at-risk youth to engage in community service, learn employment skills, and build self-esteem.

Environment - provide environmental education and practical assistance to neighborhood residents, empowering them to reduce environmental impacts.

Housing - improve the quality of housing stock by providing grants and deferred loans to homeowners and other strategies in the approved Minneapolis Neighborhood Revitalization Program (NRP) action plan.
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SEWARD NEIGHBORHOOD GROUP

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2004

NOTE 1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED
Method of Accounting:
In 1997, The Organization adopted Statement of Financial Accounting Standards (SFAS)  No. 116, Accounting for Contributions Received and Contributions Made and SFAS No. 117, Financial Statements for Not-For-Profit Organizations.  The provisions of the new standards have been applied to the periods presented.

Under these provisions, net assets and revenues, expenses, gains and losses are classified based on the existence or absence of donor-imposed restrictions.  Accordingly, net assets of the Seward Neighborhood Group and changes therein are classified and reported as follows.
Unrestricted Net Assets
This classification contains net assets that are not subject to donor-imposed stipulations.

Temporarily Restricted Net Assets
This category includes net assets subject to donor-imposed stipulations that may or will be met by actions of the Organization and/or the passage of time.  Temporarily restricted net assets are released from restrictions when donor-imposed stipulations are satisfied.

Permanently Restricted Net Assets
These are net assets subject to donor-imposed stipulations that are required to be maintained permanently SNG.  This classification does not apply to SNG.

Basis of Accounting
The SNG uses the accrual basis of accounting where revenues are recognized when they are earned and expenses are recognized when they occur.
Income Taxes:

Seward Neighborhood Group is exempt from federal income tax under Section 501(c)(3) of the Internal Revenue Code and Minnesota Statute 290.05.

Cash

Cash includes deposits at FDIC insured institutions with maturities of 90 days or less.

Property and Equipment:

Property and equipment are recorded at cost. Depreciation is computed using the straight-line method over the estimated useful lives of the assets which range from 3 to 5 years for furniture and equipment, and 30 years for building.  Upon retirement or other disposition of property and equipment, the applicable cost and accumulated depreciation are written-off.
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SEWARD NEIGHBORHOOD GROUP

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2004

NOTE 1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED
In-Kind Donations
The following types of contributions are recorded as revenue at their fair market value when they are received unconditionally:  cash, promises to give, certain contributed services, and gifts of long-lived assets.  Conditional contributions are recognized as revenue when the conditions on which they depend have been substantially met.  Donated services for the year ended December 31, 2004 that met the conditions for recognition include the use of the facilities under a loan deferment program (see Note 5).  

Major Funding Sources

Government awards are the primary funding sources for the Seward Neighborhood Group.  Government grants and contracts recognize revenue as earned when eligible expenses, as defined in each grant or contract, are made. Expenses under government grants are subject to review by the granting authority.  To the extent, if any, that such a review reduces expenses allowed under these grants, the Seward Neighborhood Group will record such disallowance at the time the final assessment is made.

Functional Accounting for Expenses
The costs of providing the various programs have been presented on a functional basis.  Accordingly, certain costs have been allocated among the programs and supporting services benefited.  Expenses other than salaries and related expenses, which are not directly identifiable by program or supporting service, are allocated based on the best estimates of the management team.

Contingencies
The Organization relies on the Neighborhood Revitalization Program (NRP) for support of certain programs, creating a financial dependency on this funding source to carryout these programs.  If NRP decreased funding, some programs would be financially challenged to continue to perform at the same high quality level that currently exists
Reclassifications
Certain reclassifications to the 2003 financial statements were made to be consistent with 2004 presentation.

Defined Contribution Plan
The Organization offers a defined contribution plan to substantially all employees who meet minimum service requirements.
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SEWARD NEIGHBORHOOD GROUP

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2004

NOTE 2.  RECEIVABLES

Contracts, and Pledges receivable at December 31, 2004 are as follows:



Costs to be reimbursed 



Longfellow Community Center


$1,481



City of Minneapolis


1,444


Other government contracts


17,000



Total contracts receivable


19,925


Pledges receivable – McKnight Peace Garden


17,000

        Total receivables


$36,925




NOTE 3.  BUILDING AND EQUIPMENT AND DEPRECIATION

Equipment at December 31, 2004 consisted of:



Building


$180,000



Building improvements


28,777



Equipment


13,472


          Less: Accumulated Depreciation


(67,552)



   Net book value


$ 155,217

Depreciation expense of $11,474 was recorded for the year ended December 31, 2004.

NOTE 4. LONG-TERM DEBT
The following is a summary of long-term debt payable at December 31, 2004:

A 0% note payable to MCDA without monthly 

installments, through 2028.  Secured by building
$180,000
The SNG entered into a mortgage agreement with the MCDA for $180,000 for the purchase of an office building.  A portion of the mortgage will be forgiven on the 15th anniversary, with the full mortgage forgiven on the 30th anniversary if the SNG has complied with certain requirements as defined by the mortgage agreement.  
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SEWARD NEIGHBORHOOD GROUP

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2004

NOTE 5.  CONTINGENT LIABILITY
The SNG’s home office was financed by a mortgage through the Community Planning and Economic Development. The home office was subsequently sublet to Northern Clay Center, an agreement that was approved by the Community Planning and Economic Development.  The mortgage agreement provides for loan forgiveness on the15th and 30th anniversary if certain conditions are met.  The mortgage does not require monthly payments, if SNG does complies with the provisions of the agreement

NOTE 6.  TEMPORARILY RESTRICTED NET ASSETS

Temporarily restricted net assets as of December 31, 2004 are as follows:

McKnight time restricted contributions
$55,000

Excel Energy Grant
3,888

McKnight – Peace Garden
17,000   



$ 75,888
NOTE 7.  REFUNDABLE ADVANCES

Refundable advances are related to neighborhood revitalization program funds..   


The balance represents collections of forfeited housing grants.  These funds are required to be used for housing purposes, unless a plan modification is approved by the funding source.
NOTE 8.  NET ASSETS RELEASED FROM RESTRICTIONS

Net assets released from restrictions for the following purposes as follows:


Sevre Fund
$1,135



Excel Energy
6,112

Total
$7,247     

10

SEWARD NEIGHBORHOOD GROUP

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2004

NOTE 9.  CONTINGENCY
Seward Neighborhood Group invested $180,000 in a shared office space facility with Northern Clay Center in 1996.   The SNG used Minneapolis Neighborhood Revitalization Program funds for the investment in an agreement drafted by the Community Planning and Economic Development (CPED).  During 2003, SNG agreed to relocate to a new facility, retain their investment in the facility, and transfer to Northern Clay Center the option of purchasing the facility when the lease expires with CPED at a below market value.  The relocation was made to accommodate Northern Clay Center’s need for additional space.   While the risk of litigation is low, members of the SNG board are not satisfied with the agreement.
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	 Implement 
	 Mwmo 
	 Mwmo 
	 LCC 
	 Phase 2 
	 CDBG 
	 CDBG 
	 Total 

	
	
	
	
	4222
	Streams
	Rainbarrel
	
	29
	30
	

	 Cash Collections 
	
	          -   
	    60,316 
	     4,387 
	     7,435 
	     2,615 
	    26,511 
	    12,525 
	     7,306 
	  121,094 

	
	
	
	
	
	
	
	
	
	
	
	

	 Add 2004 A/R 
	
	
	     1,444 
	          -   
	
	     1,481 
	
	          -   
	          -   
	     2,925 

	
	
	
	
	
	
	
	
	
	
	
	

	 less 2003 A/R 
	
	
	   (36,259)
	          -   
	
	
	    (5,383)
	    (7,986)
	          -   
	   (49,628)

	
	
	
	
	
	
	
	
	
	
	
	

	 Deferred revenue 
	
	
	     6,001 
	          -   
	          -   
	          -   
	     8,750 
	          -   
	          -   
	    14,751 

	
	
	
	
	
	
	
	
	
	
	
	

	 Total Revenue 2004 
	
	
	    31,502 
	     4,387 
	     7,435 
	     4,096 
	    29,878 
	     4,539 
	     7,306 
	    89,142 

	
	
	
	   
	
	
	
	
	
	
	
	

	 Total expenses 
	
	
	    18,530 
	     2,868 
	     5,644 
	     4,096 
	    29,398 
	     4,539 
	     7,500 
	    72,575 

	
	
	
	
	
	
	
	
	
	
	
	

	 Net  
	
	
	
	    12,972 
	     1,519 
	     1,791 
	          -   
	        480 
	           (0)
	       (194)
	    16,567 


SEWARD NEIGHBORHOOD GROUP

SCHEDULE OF CONTRACT ACTIVITIES

DECEMBER 31, 2004
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SEWARD NEIGHBORHOOD GROUP

REPORT ON INTERNAL CONTROLS AND

COMPLIANCE OVER FINANCIAL REPORTING

The management of the Seward Neighborhood Group is responsible for establishing and maintaining internal controls  In fulfilling this responsibility, management must make estimates and judgments to assess the expected benefits and related costs of internal control structure policies and procedures. The objectives of an internal control structure are to provide management with reasonable, but not absolute, assurance that:

· assets are safeguarded against loss from unauthorized use or disposition,

· transactions are executed in accordance with management's authorization and 

· transactions are recorded properly to permit the preparation of financial statements in accordance with generally accepted accounting principles.

Because of inherent limitations in any internal control structure, errors, irregularities, or instances of noncompliance may nevertheless occur and not be detected.  Also, projection of any evaluation of the structure to future periods is subject to the risk that procedures may become inadequate because of changes in conditions or that the effectiveness of the design and operation of policies and procedures may deteriorate.

In planning and performing our audit, we considered the Organization’s internal control over financial reporting in order to determine our auditing procedures for the purpose of expressing an opinion on the financial statements and not to provide assurance on the internal control over financial reporting.  However, we noted certain matters involving the internal control over financial reporting and its operation that we consider to be reportable conditions.  Reportable conditions involve matters coming to our attention relating to significant deficiencies in the design or operation of the internal control over financial reporting that, in our judgment, could adversely affect the Association’s ability to record, process, summarize and report financial data consistent with the assertions of management in the financial statements.  Reportable conditions are described in the accompanying Schedule of Findings and Recommendation as items 98-1, 2-5, and  4-2.

A material weakness is a reportable condition in which the design or operation of one or more of the internal control structure elements does not reduce to a relatively low the risk that misstatement in amounts that would be material in relation to the financial statements being audited may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. Our consideration of the internal controls over financial reporting would not necessarily disclose all matters in the internal control that might be reportable conditions and accordingly would not necessarily disclose all reportable conditions that are also considered to be material weaknesses.  However, of the reportable conditions listed above, we consider items 98-1, 2-5, 3-5, and 4-2 to be a material weakness. 
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SEWARD NEIGHBORHOOD GROUP

REPORT ON INTERNAL CONTROLS AND

COMPLIANCE OVER FINANCIAL REPORTING

Compliance
As part of obtaining reasonable assurance about whether the Seward Neighborhood Group’s financial statements are free of material misstatement, we performed tests on its compliance with certain provisions of laws, regulations, contracts, and grants, noncompliance with those provisions was not an objective of our audit and, accordingly, we do not express such an opinion.  The results of our tests disclosed one instance of noncompliance which is described in the accompanying Schedule of Findings and Recommendations as item.

This report is intended for the information of the Seward Neighborhood Group’s Board of Directors, its management, and the Neighborhood Revitalization Policy Board and is not intended to be, and should not be, used by anyone other than those specific parties. 
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