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INDEPENDENT AUDITORS' REPORT

Board of Directors 
East Side Neighborhood Services, Inc.
Minneapolis, Minnesota

Report on the Financial Statements 

We have audited the accompanying financial statements of East Side Neighborhood Services, Inc. 
(a nonprofit organization), which comprise the statement of financial position of December 31, 2014 
and 2013 and the related statements of activities, cash flows and functional expenses for the years 
then ended, and the related notes to the financial statements.  

Management's Responsibility for the Financial Statements  

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this 
includes the design, implementation, and maintenance of internal control relevant to the preparation 
and fair presentation of financial statements that are free from material misstatement, whether due 
to fraud or error.

Auditors’ Responsibility  

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

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements.  The procedures selected depend on the auditor's judgment, 
including the assessment of the risks of material misstatement of the financial statements, whether 
due to fraud or error.  In making those risk assessments, the auditor considers internal control 
relevant to the entity's preparation and fair presentation of the financial statements in order to 
design audit procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the entity's internal control.  Accordingly, we express 
no such opinion.  An audit also includes evaluating the appropriateness of accounting policies used 
and the reasonableness of significant accounting estimates made by management, as well as 
evaluating the overall presentation of the financial statements.  

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our audit opinion. 
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East Side Neighborhood Services, Inc. 
Page Two 

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of East Side Neighborhood Services, Inc. as of December 31, 2014 and 2013, and 
the changes in its net assets and its cash flows for the years then ended in accordance with 
accounting principles generally accepted in the United States of America.  

Report on Supplementary Information 

Our audit was conducted for the purpose of forming an opinion on the financial statements taken as 
a whole.  The accompanying schedule of expenditures of federal awards shown on pages 20-21 is 
presented for the purposes of additional analysis as required by the Office of Management and 
Budget Circular A-133, Audits of States, Local Governments, and Non Profit Organizations, and is 
not a required part of the financial statements.  Such information is the responsibility of 
management and was derived from and relates directly to the underlying accounting and other 
records used to prepare the financial statements.  The information has been subjected to the 
auditing procedures applied in the audit of the financial statements and certain additional 
procedures, including comparing and reconciling such information directly to the underlying 
accounting and other records used to prepare the financial statements or to the financial statements 
themselves, and other additional procedures in accordance with auditing standards generally 
accepted in the United States of America. In our opinion, the information is fairly stated in all 
material respects in relation to the financial statements as a whole.

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued a report dated April 22, 
2015 on our consideration of East Side Neighborhood Services, Inc.’s internal control over financial 
reporting and our tests of its compliance with certain provisions of laws, regulations, contracts, 
grants and other matters.  The purpose of that report is to describe the scope of our testing of 
internal control over financial reporting and compliance and the results of that testing, and not to 
provide an opinion on the internal control over financial reporting or on compliance.  That report is 
an integral part of an audit performed in accordance with Government Auditing Standards in 
considering East Side Neighborhood Services, Inc.’s internal control over financial reporting and 
compliance. 

St. Paul, Minnesota 
April 22, 2015



The accompanying notes are an integral part of the financial statements.
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EAST SIDE NEIGHBORHOOD SERVICES, INC. 

STATEMENT OF FINANCIAL POSITION 
DECEMBER 31, 2014 AND 2013

ASSETS 

2014 2013
CURRENT ASSETS:

Cash and Cash Equivalents 329,559$    364,769$    
Restricted Cash 18,670 38,056        
Accounts and Grants Receivable, Net of Allowance for

Doubtful Accounts of $25,000 287,780 411,875      
Prepaid Expenses 31,169 39,760        
Investments 1,049,863 808,238      

Total Current Assets 1,717,041 1,662,698

PROPERTY AND EQUIPMENT, NET 6,171,332 6,038,236

TOTAL ASSETS 7,888,373$ 7,700,934$

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES:
Accounts Payable 120,840$    56,442$      
Accrued Expenses 252,459 215,265      
Other Current Liabilities 11,979 19,456        
Deferred Revenue 47,580       23,212        

Total Current Liabilities 432,858     314,375      

LONG-TERM LIABILITIES:
Deferred Revenue 138,786     –                 

NET ASSETS:
Unrestricted Net Assets:

Undesignated 1,007,163 1,215,576
Board Designated - Property and Equipment 6,171,332 6,038,236

Total Unrestricted Net Assets 7,178,495 7,253,812
Temporarily Restricted Net Assets 118,234     113,247      
Permanently Restricted Net Assets 20,000       19,500        

Total Net Assets 7,316,729 7,386,559

TOTAL LIABILITIES AND NET ASSETS 7,888,373$ 7,700,934$



The accompanying notes are an integral part of the financial statements.
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EAST SIDE NEIGHBORHOOD SERVICES, INC.

STATEMENT OF ACTIVITIES 
YEAR ENDED DECEMBER 31, 2014  

2014
Temporarily Permanently

Unrestricted Restricted Restricted Total
PUBLIC SUPPORT AND REVENUES:

Public Support:
Contributions 253,591$    198,701$ 500$       452,792$    
In-Kind Contributions 266,780 266,780     
United Way 385,500 385,500     

Revenues:
Government Grants and Contracts:

Federal 2,120,018 2,120,018
State and County 980,261     980,261     

Service Fees:
Contract Revenue 1,159,840  1,159,840
Client Fees 512,477     512,477     
Special Event Fees 51,846       51,846       

Other:
Merchandise Sales –                –                
Investment Income (Loss) 40,727       40,727       
Room Rental Income 80,736       80,736       
Lease Income 73,626 73,626       
Program Reimbursements 82,171 82,171       

Net Assets Released from Restrictions 193,714 (193,714)              –                
Total Support and Revenues 6,201,287 4,987 500         6,206,774

EXPENSES:
Program Services:

Senior Services 1,849,598                              1,849,598
Early Childhood Education 690,841     690,841     
Community Services 683,419     683,419     
Employment 472,706     472,706     
Alternative School 596,319     596,319     
Youth Services 859,931                             859,931     

Total Program Services 5,152,814 –             –             5,152,814
Supporting Services:

Management and General 872,017     872,017     
Fundraising 251,773                             251,773     

Total Expenses 6,276,604 –             –             6,276,604

CHANGE IN NET ASSETS (75,317)     4,987      500         (69,830)     

NET ASSETS, Beginning of Year 7,253,812 113,247 19,500 7,386,559

NET ASSETS, End of Year 7,178,495$  118,234$  20,000$  7,316,729$



The accompanying notes are an integral part of the financial statements.
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EAST SIDE NEIGHBORHOOD SERVICES, INC.

STATEMENT OF ACTIVITIES (Continued) 
YEAR ENDED DECEMBER 31, 2013 

2013
Permanently

Unrestricted Restricted Total
PUBLIC SUPPORT AND REVENUES:

Public Support:
Contributions 242,496$    153,600$ 1,500$ 397,596$
In-Kind Contributions 226,380 226,380
United Way 435,500 435,500

Revenues:
Government Grants and Contracts:

Federal 2,364,247 2,364,247
State and County 806,430 806,430

Service Fees:
Contract Revenue 1,044,130 1,044,130
Client Fees 509,747 509,747
Special Event Fees 55,041 55,041       

Other:
Merchandise Sales 30,450 30,450       
Investment Income (Loss) (4,039) (4,039)       
Room Rental Income 67,879 67,879       
Lease Income 66,240 66,240       
Program Reimbursements 81,256 81,256       

Net Assets Released from Restrictions 140,972 (140,972)              –                
Total Support and Revenues 6,066,729 12,628 1,500 6,080,857

EXPENSES:
Program Services:                                

Senior Services 1,885,594                               1,885,594
Early Childhood Education 669,125 669,125
Community Services 659,044 659,044
Employment 385,846 385,846
Alternative School 546,058 546,058
Youth Services 903,296                             903,296

Total Program Services 5,048,963 –             –             5,048,963
Supporting Services:

Management and General 747,922                   747,922
Fundraising 246,329                             246,329

Total Expenses 6,043,214 –             –             6,043,214

CHANGE IN NET ASSETS 23,515       12,628    1,500      37,643       

NET ASSETS, Beginning of Year 7,230,297 100,619 18,000 7,348,916

NET ASSETS, End of Year 7,253,812$  113,247$  19,500$  7,386,559$

Temporarily
Restricted



The accompanying notes are an integral part of the financial statements.
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EAST SIDE NEIGHBORHOOD SERVICES, INC. 

STATEMENT OF CASH FLOWS 
YEARS ENDED DECEMBER 31, 2014 AND 2013 

2014 2013
CASH FLOWS FROM OPERATING ACTIVITIES:

Change in Net Assets (69,830)$    37,643$     
Adjustments to Reconcile Change in Net Assets

to Net Cash Provided By Operating Activities:
Depreciation 230,812 225,723     
Reinvested Investment Income (30,398) (29,154)      
Unrealized (Gain) Loss on Investments (4,603) 36,160       
Changes in Assets and Liabilities:

Grants and Contributions Receivable 124,095 133,742     
Prepaid Expenses 8,591 (2,983)        
Accounts Payable 64,398 (1,381)        
Accrued Expenses 37,194 2,507         
Other Current Liabilities (7,477) 8,040         
Deferred Revenue (70,792) 23,212       

Net Cash Provided By Operating Activities 281,990 433,509     

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchases of Property and Equipment (363,908) (2,116)        
Sale of Investments 278,140 275,557     
Purchase of Investments (484,764) (478,141)    
Deferred Revenue 233,946 –                

Net Cash Used In Investing Activities (336,586) (204,700)    

NET CHANGE IN CASH AND CASH EQUIVALENTS (54,596) 228,809     

CASH AND CASH EQUIVALENTS at Beginning of Year 402,825 174,016     

CASH AND CASH EQUIVALENTS at End of Year 348,229$   402,825$   

STATEMENT OF FINANCIAL POSITION PRESENTATION:
Cash and Cash Equivalents 329,559$   364,769$   
Restricted Cash 18,670 38,056       

Total 348,229$   402,825$   

SUPPLEMENTAL CASH FLOW INFORMATION:
Cash Paid During the Year for Interest –$              –$              

Cash Paid During the Year for Income Taxes –$              –$              



The accompanying notes are an integral part of the financial statements.
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EAST SIDE NEIGHBORHOOD SERVICES, INC. 

STATEMENT OF FUNCTIONAL EXPENSES 
YEAR ENDED DECEMBER 31, 2014  

Program Services Supporting Services
Senior Early Childhood Community Alternative Youth Management

Services Education Services Employment School Services Total and General Fundraising Total
Personnel Costs:

Salaries and Wages 1,417,690$ 418,779$ 250,329$ 260,843$ 373,991$ 542,681$ 3,264,313$ 589,855$ 156,348$ 4,010,516$
Payroll Taxes 131,810      47,115     29,240     30,449     41,053     61,873     341,540      51,377     13,750     406,667
Employee Benefits Costs 31,578 42,404 17,469 24,970 32,545 46,690 195,656 52,203 17,605 265,464

Total Personnel Costs 1,581,078 508,298 297,038 316,262 447,589 651,244 3,801,509 693,435 187,703 4,682,647

Occupancy 44,555        64,295     42,238     27,416     50,970     43,370     272,844      –              1,170       274,014
Client Services –                 –              15,214     23,452     –              2,813       41,479        –              –              41,479        
Supplies and Equipment 76,148        24,861     264,314   28,455     29,208     76,300     499,286      13,451     38,762     551,499
Travel and Transportation 45,703        296          22,545     764          664          11,893     81,865        790          2,582       85,237        
Office Expense 56,982        36,400     18,903     49,947     20,265     46,091     228,588      161,950   20,378     410,916
Depreciation 45,132 56,691 23,167 26,410 47,623 28,220 227,243 2,391 1,178 230,812

TOTAL EXPENSES 1,849,598$ 690,841$ 683,419$ 472,706$ 596,319$ 859,931$ 5,152,814$ 872,017$ 251,773$ 6,276,604$



The accompanying notes are an integral part of the financial statements. 
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EAST SIDE NEIGHBORHOOD SERVICES, INC. 
 

STATEMENT OF FUNCTIONAL EXPENSES 
YEAR ENDED DECEMBER 31, 2013  

 
 

Program Services Supporting Services
Senior Early Childhood Community Alternative Youth Management

Services Education Services Employment School Services Total and General Fundraising Total
Personnel Costs:

Salaries and Wages 1,481,638$ 400,028$ 245,195$ 228,911$ 350,934$ 621,182$ 3,327,888$ 509,300$ 158,770$ 3,995,958$ 
Payroll Taxes 131,068      39,252     26,001     21,453     33,660     60,137     311,571      39,542     13,843     364,956      
Employee Benefits Costs 30,122        43,261     8,471       33,838     23,384     54,492     193,568      32,617     20,318     246,503      

Total Personnel Costs 1,642,828   482,541   279,667   284,202   407,978   735,811   3,833,027   581,459   192,931   4,607,417   

Occupancy 43,017        64,435     59,573     24,702     46,246     46,134     284,107      –              7,198       291,305      
Client Services –                 –              25,638     12,578     –              2,340       40,556        –              –              40,556        
Supplies and Equipment 79,561        25,650     220,735   13,284     28,760     52,999     420,989      3,498       24,528     449,015      
Travel and Transportation 35,517        431          26,277     501          304          7,037       70,067        486          1,583       72,136        
Office Expense 43,051        35,684     21,888     26,560     19,788     30,999     177,970      160,150   18,942     357,062      
Depreciation 41,620        60,384     25,266     24,019     42,982     27,976     222,247      2,329       1,147       225,723      

TOTAL EXPENSES 1,885,594$ 669,125$ 659,044$ 385,846$ 546,058$ 903,296$ 5,048,963$ 747,922$ 246,329$ 6,043,214$  
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EAST SIDE NEIGHBORHOOD SERVICES, INC. 

NOTES TO FINANCIAL STATEMENTS 

NOTE 1 - NATURE OF ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES 

Nature of Activities 
East Side Neighborhood Services, Inc. was formed as a non-profit organization whose mission is to 
foster the healthy development and well being of individuals and families while strengthening our 
diverse community. The Organization provides neighborhood based social services, child and youth 
development services, family care centers and camp facilities for residents of the Twin Cities 
metropolitan area.         

Basis of Presentation 
The Organization’s financial statements have been prepared on the accrual basis of accounting in 
accordance with generally accepted accounting principles.  Revenues, expenses, gains and losses, 
and net assets are classified based on the existence or absence of donor imposed restrictions.  
Accordingly, net assets of the Organization and related changes are classified and reported as 
follows: 

Unrestricted Net Assets - Resources over which the Board of Directors has discretionary control.  
Designated amounts represent those net assets which the Board has set aside for a particular 
purpose. 

Temporarily Restricted - Resources received with donor stipulations that limit the use of the 
donated assets.  When a donor restriction expires, that is, when a stipulated time restriction ends 
or purpose restriction is accomplished, temporarily restricted net assets are reclassified to 
unrestricted net assets and reported in the statement of activities as net assets released from 
restrictions.

Permanently Restricted - Those resources subject to donor imposed restrictions which will be 
maintained permanently by the Organization. Permanently restricted endowments were $20,000  
and $19,500 at December 31, 2014 and 2013, respectively 

Accounting Estimates 
The presentation of financial statements in conformity with accounting principles generally accepted 
in the United States of America requires management to make estimates and assumptions that 
affect the reported amounts of assets and liabilities and disclosure of contingent assets and 
liabilities at the date of the financial statements and the reported amounts of revenues and 
expenses during the reporting period.  Actual results could differ from those estimates. 

Subsequent Events 
In preparing these financial statements, the Organization has evaluated for recognition or disclosure 
the events or transactions that occurred through April 22, 2015, the date the financial statements 
were available to be issued.

Cash Equivalents
The Organization considers all highly liquid debt instruments with a maturity of three months or less 
when purchased to be cash equivalents.  Cash equivalents are stated at cost, which approximates 
market value. 
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EAST SIDE NEIGHBORHOOD SERVICES, INC. 

NOTES TO FINANCIAL STATEMENTS 

NOTE 1 - NATURE OF ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES 
(Continued)

Restricted Cash 
The Organization is required to maintain a separate account for disbursement of payroll for the 
Senior Community Employment Program. The Organization has restricted cash in the amounts of 
$18,670 and $38,056 at December 31, 2014 and 2013, respectively.  

Accounts and Grants Receivable 
Receivables are stated at the amounts the Organization expects to collect from outstanding 
balances.  The Organization provides for probable uncollectible amounts through charges to 
earnings and credits to the valuation allowance based on prior experience and management’s 
assessment of the current status of individual accounts.  Balances that are still outstanding after the 
Organization has used reasonable collection efforts are written off through charges to the valuation 
allowance and credits to receivable accounts. Changes in the valuation allowance have not been 
material to the financial statements. 

Property and Depreciation 
Property and equipment are recorded at original cost.  Additions, improvements or major renewals 
at or above $1,000 are capitalized.  If items of property are sold, retired or otherwise disposed of, 
they are removed from the asset and accumulated depreciation accounts and any gains or losses 
thereon are reflected in operations.  Donated property and equipment are carried at the 
approximate fair value at the date of donation. 

Depreciation is computed using the straight-line method at rates based on the estimated service 
lives of the various assets as follows: 
 Buildings  10- 30 Years
 Furniture and Equipment  3-15 Years
 Vehicles  3-5 Years

Investments
Investments in bond funds are stated at fair value, which is determined by quoted market prices in 
active markets. Realized and unrealized gains and losses are included in the statement of activities.  
Realized gains and losses are determined using the specific identification method. Interest and 
dividend income are reported as income when earned.   

Included in investments on the statement of financial position are certificates of deposit.  The 
certificates of deposit are readily convertible to cash and are stated at cost plus accrued interest, 
which approximates fair value.

Short-term certificates of deposit are those with maturities of less than one year but greater than 
three months when purchased. These investments are shown as current assets. 



11

EAST SIDE NEIGHBORHOOD SERVICES, INC. 

NOTES TO FINANCIAL STATEMENTS 

NOTE 1 - NATURE OF ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES 
(Continued)

Revenue Recognition 
Contributions received and unconditional promises to give are measured at their fair values and are 
reported as an increase in net assets.  The Organization reports gifts of cash and other assets as 
restricted support if they are received with donor stipulations that limit the use of the donated 
assets, or if they are designated as support for future periods.  When a donor restriction expires, 
that is, when a stipulated time restriction ends or purpose restriction is accomplished, temporarily 
restricted net assets are reclassified to unrestricted net assets and reported in the statement of 
activities as net assets released from restrictions.  Donor-imposed contributions whose restrictions 
are met in the same reporting period are reported as unrestricted support. 

Government grants are recognized when earned.  Revenue is earned when eligible expenditures, 
as defined in each grant are made.  Expenditures under government grants are subject to review by 
the granting authority.  To the extent, if any, that such a review reduces expenditures allowable 
under these grants, the Organization will record such disallowance at the time the final assessment 
is made. 

Service fees are recognized when earned. Fees are billed when the service has been provided.  
Deferred revenue consists of government contract revenue received not yet earned and will be 
recognized as revenues in future years. 

In-Kind Contributions 
In-kind contributions are recognized if they create or enhance nonfinancial assets or require 
specialized skills, are provided by individuals and organizations possessing those skills, and would 
ordinarily be purchased if not provided by donation.  In-kind contributions, including promises to 
give, that do not meet these criteria are not recognized.  

Many individuals have donated time and services to advance the Organization’s programs and 
objectives.  The value of these services has not been recorded in the financial statements because 
it does not meet the definition of recognition under generally accepted accounting principles. 

The expense associated with in-kind contributions consists of contributed supplies, equipment and 
legal services of $266,780 and $226,380 in 2014 and 2013. 

Retirement Plan
The Organization has a defined contribution plan covering employees who meet certain age and 
service requirements.  The Organization contributes 5% of each participant’s eligible compensation. 
The Organization contributed $119,482 and $91,137 in 2014 and 2013. 

The Organization sponsors a voluntary 403(b) retirement plan that covers all employees. The plan 
is funded solely by employee contributions.  

Income Taxes 
The Organization is exempt from Federal and State income taxes under Section 501(c)(3) of the 
Internal Revenue Code, therefore, the statements do not include a provision for income taxes.
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EAST SIDE NEIGHBORHOOD SERVICES, INC. 

NOTES TO FINANCIAL STATEMENTS 

NOTE 1 - NATURE OF ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES 
(Continued)

Income Taxes (Continued) 
The Organization reviews income tax positions taken or expected to be taken in income tax returns 
to determine if there are any income tax uncertainties.  This includes positions that the entity is 
exempt from income taxes or not subject to income taxes on unrelated business income.  The 
Organization recognizes tax benefits from uncertain tax positions only if it is more likely than not that 
the tax positions will be sustained on examination by taxing authorities, based on the technical 
merits of the positions.  The Organization has identified no significant income tax uncertainties.  The 
Organization files information returns as a tax-exempt organization.  Should that status be 
challenged in the future, all years since inception could be subject to review by the IRS. 

The Organization’s federal and state returns are open to examination for tax years 2011 through 
2013.

Functional Allocation of Expenses 
The Organization allocates its expenses on a functional basis among the various elements of its 
programs and supporting services.  Expenses that can be identified with a specific program element 
are allocated directly according to their natural expenditure classification. 

Credit Risk
Financial instruments which potentially subject the Organization to concentrations of credit risk 
consist principally of cash and cash equivalents. The Organization places its cash and cash 
equivalents with high credit quality financial institutions and has not experienced any losses in such 
accounts. The Organization has a credit risk concentration as a result of depositing $386,313 of 
funds in excess of insurance limits in a single bank. 

Fair Value Measurements 
Under generally accepted accounting principles, fair value is the price that would be received to sell 
an asset or paid to transfer a liability in an orderly transaction between market participants at the 
measurement date.  The accounting standards establish a three-level fair value hierarchy that 
prioritizes information used in developing assumptions when pricing an asset or liability as follows: 

 Level 1 - Observable inputs such as quoted prices in active markets; 

 Level 2 - Inputs, other than quoted prices in active markets, that are observable either directly or 
indirectly; and, 

 Level 3 - Unobservable inputs where there is little or no market data, which requires the reporting 
entity to develop its own assumptions. 

The Organization uses observable market data, when available, in making fair value 
measurements.  Fair value measurements are classified according to the lowest level input that is 
significant to the valuation. 

The Organization holds certain assets that are required to be measured at fair value on a recurring 
basis.  The fair values of the Organization’s bond funds were determined by reference to quoted 
prices in active markets, which are Level 1 inputs.   
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EAST SIDE NEIGHBORHOOD SERVICES, INC. 

NOTES TO FINANCIAL STATEMENTS 

NOTE 1 - NATURE OF ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES 
(Continued)

Reclassifications
Certain amounts in the 2013 financial statements have been reclassified to conform with the 2014 
presentation. These reclassifications had no effect on net assets for either period. 

NOTE 2 - INVESTMENTS 

Investments consist of bond funds and certificates of deposit. The endowment fund includes 
permanently restricted contributions of $20,000 and $19,500 as of December 31, 2014 and 
December 31, 2013.   

Investments at December 31, 2014 and 2013 consist of the following: 
2014 2013

Bond Funds 565,098$ 530,098$
Certificates of Deposit 484,765 278,140

Total 1,049,863$ 808,238$

Investment income (loss) consists of the following: 
2014 2013

Interest and Dividend Income 36,124$ 32,121$
Net Unrealized Investment Gains (Losses) 4,603         (36,160)

Total 40,727$ (4,039)$

The Organization holds investments in a variety of investment funds.  In general, its investments are 
exposed to various risks, such as interest rate, credit and overall market volatility.  Due to the level 
of risk associated with certain investments, it is reasonably possible that changes in the values of 
the investments will occur in the near term and such changes could be material to the amounts 
reported in the statement of financial position.

NOTE 3 - PROPERTY AND EQUIPMENT 

Property and equipment consists of the following: 
2014 2013

Land 841,645$ 841,645$
Construction Work in Progress 241,946 –                 
Buildings 7,738,777 7,640,942
Furniture and Equipment 298,596 274,469
Vehicles 312,292 312,292

Total Property and Equipment 9,433,256 9,069,348
Less Accumulated Depreciation (3,261,924) (3,031,112)

Total 6,171,332$ 6,038,236$
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EAST SIDE NEIGHBORHOOD SERVICES, INC. 

NOTES TO FINANCIAL STATEMENTS 

NOTE 4 - TEMPORARILY RESTRICTED NET ASSETS 

Temporarily restricted net assets at December 31, 2014 and 2013 consist of the following: 

2014 2013
Restrictions for Specific Program Expenses 49,596$   38,267$
Restrictions for Time and Program 68,638    74,980

Total 118,234$ 113,247$

Temporarily restricted net assets released from restriction were $193,714 and $140,972 in 2014 
and 2013.  Temporarily restricted net assets were released from restriction due to satisfaction of 
time and program restrictions. 

NOTE 5 - LEASE COMMITMENTS 

The Organization rents its office space and office equipment under operating lease agreements 
which expire between 2015 and 2017. The Organization pays operating costs associated with each 
location based on its share of space. 

The Organization’s rent expense and its share of the future minimum rental commitments under 
these operating leases are as follows: 
Expense:

2014 30,144$   
2013 49,981     

Commitments:
2015 18,350$   
2016 10,850     
2017 10,850     

Total Commitments 40,050$   

The Organization subleases some of its facility space and services to other nonprofits under 
contracts which expire between 2014 and 2018. Rental income was $73,626 and $66,240 for the 
years ended December 31, 2014 and 2013, respectively. The total minimum future lease payments 
to be received under these sublease agreements are as follows: 
Commitments:

2015 101,230$
2016 103,800   
2017 106,400   
2018 99,800     

Total Commitments 411,230$
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EAST SIDE NEIGHBORHOOD SERVICES, INC. 

NOTES TO FINANCIAL STATEMENTS 

NOTE 6 - CONTINGENCIES - UNEMPLOYMENT INSURANCE 

The Organization has elected out of Minnesota state unemployment insurance program and 
participates in a grantor trust to cover unemployment insurance claims. If claims exceed payments 
into the trust the Organization could be liable for those claims. 

The Organization has estimated cash balances of $108,900 and $148,700 at December 31, 2014 
and 2013, respectively, for eligible unemployment claims in Minnesota. No asset has been recorded 
on the Statement of Financial Position.       

NOTE 7 - MAJOR SOURCES OF REVENUE AND SUPPORT 

The Organization receives a substantial amount of its support from various forms of government 
funding. A significant reduction in the level of funding from these sources would have a material 
effect on the Organization’s programs and activities.   

The Organization has a federal contract which accounts for 21% and 24% of all revenues in 2014 
and 2013.   



 
 
 
 
 
 

Reports on Audit of Federal Financial 
Assistance 

 
 

For The Year Ended December 31, 2014
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER FINANCIAL 
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT 

OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH  
GOVERNMENT AUDITING STANDARDS 

Board of Directors and Management 
East Side Neighborhood Services, Inc.
Minneapolis, Minnesota 

We have audited, in accordance with the auditing standards generally accepted in the United States 
of America and the standards applicable to financial audits contained in Government Auditing 
Standards issued by the Comptroller General of the United States, the financial statements of East 
Side Neighborhood Services, Inc., which comprise the statement of financial position as of             
December 31, 2014, and the related statements of activities, cash flows and functional expenses for 
the year then ended, and the related notes to the financial statements, and have issued our report 
thereon dated April 22, 2015.    

Internal Control Over Financial Reporting

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

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

Our consideration of internal control was for the limited purpose described in the first paragraph of 
this section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify 
any deficiencies in internal control that we considered to be material weaknesses. However, 
material weaknesses may exist that have not been identified.   
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East Side Neighborhood Services, Inc. 
Page Two 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the Organization’s financial statements 
are free of material misstatement, we performed tests of its compliance with certain provisions of 
laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct 
and material effect on the determination of financial statement amounts.  However, providing an 
opinion on compliance with those provisions was not an objective of our audit, and accordingly, we 
do not express such an opinion.  The results of our tests disclosed no instances of noncompliance 
or other matters that are required to be reported under Government Auditing Standards. 

Purpose of this Report 

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

St. Paul, Minnesota 
April 22, 2015 
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM AND 
ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY OMB CIRCULAR A-133 

Board of Directors and Management 
East Side Neighborhood Services, Inc.
Minneapolis, Minnesota 

Report on Compliance for Each Major Federal Program 

We have audited East Side Neighborhood Services, Inc.’s compliance with the types of compliance 
requirements described in the OMB Circular A-133 Compliance Supplement that could have a direct 
and material effect on the Organization’s major federal program for the year ended December 31, 
2014.  The Organization’s major federal program is identified in the summary of auditor's results 
section of the accompanying Schedule of Findings and Questioned Costs.     

Management’s Responsibility 

Management is responsible for compliance with the requirements of laws, regulations, contracts and 
grants applicable to its federal programs. 

Auditors’ Responsibility 

Our responsibility is to express an opinion on compliance for each of the Organization’s major 
federal programs based on our audit of the types of compliance requirements referred to above.  
We conducted our audit of compliance in accordance with auditing standards generally accepted in 
the United States of America; the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States; and OMB Circular 
A-133; Audits of States, Local Governments and Non-Profit Organizations. Those standards and 
OMB Circular A-133 require that we plan and perform the audit to obtain reasonable assurance 
about whether noncompliance with the types of compliance requirements referred to above that 
could have a direct and material effect on a major federal program occurred.  An audit includes 
examining, on a test basis, evidence about the Organization’s compliance with those requirements 
and performing such other procedures as we considered necessary in the circumstances.  We 
believe that our audit provides a reasonable basis for our opinion on compliance for each major 
federal program. However, our audit does not provide a legal determination of the Organization’s 
compliance. 

Opinion on Each Major Federal Program 

In our opinion, the Organization complied, in all material respects, with the types of compliance 
requirements referred to above that could have a direct and material effect on each of its major 
federal programs for the year ended December 31, 2014. 
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East Side Neighborhood Services, Inc. 
Page Two 

Internal Control Over Compliance 

Management of the Organization is responsible for establishing and maintaining effective internal 
control over compliance with the types of compliance requirements referred to above.  In planning 
and performing our audit of compliance, we considered the Organization’s internal control over 
compliance with the types of requirements that could have a direct and material effect on a major 
federal program to determine the auditing procedures that are appropriate in the circumstances for 
the purpose of expressing our opinion on compliance and to test and report on internal control over 
compliance in accordance with OMB Circular A-133, but not for the purpose of expressing an 
opinion on the effectiveness of internal control over compliance.  Accordingly, we do not express an 
opinion on the effectiveness of the Organization’s internal control over compliance. 

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

Our consideration of internal control over compliance was for the limited purpose described in the 
first paragraph of this section and was not designed to identify all deficiencies in internal control 
over compliance that might be material weaknesses or significant deficiencies.  We did not identify 
any deficiencies in internal control over compliance that we consider to be material weaknesses. 
However, material weaknesses may exist that have not been identified. 

Purpose of this Report 

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

St. Paul, Minnesota 
April 22, 2015 
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EAST SIDE NEIGHBORHOOD SERVICES, INC. 

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 
YEAR ENDED DECEMBER 31, 2014 

CFDA Pass-Through Federal
Federal Grantor/Pass-Through Grantor Program Title Number Grantors Number Expenditures

U.S. DEPARTMENT OF AGRICULTURE:
Passed Through:

Minnesota Department of Agriculture:
School Nurtition Program 10.558 * 17,122$

Wisconsin Department of Public Instruction:
School Nurtition Program 10.558 * 8,180         

Total U.S Department of Agriculture 25,302

U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT:
Passed Through:

City of Minneapolis:
Community Development Block Grant (CDBG) Cluster:

CDBG - Entitlement Grants 14.218 * 143,046
CDBG - Minneapolis Public Housing - Glendale Food Shelf 14.218 * 40,000

Total CDBG Cluster 183,046
Public and Indian Housing - Luxton 14.850 * 10,000

Total U.S. Department of Housing and Urban Development 193,046

U.S. DEPARTMENT OF LABOR:
Passed Through:

Senior Service America, Inc.
Senior Community Service Employment 17.235 * 1,315,922

City of Minneapolis:
 Workforce Investment Act - Youth Activities 17.259 * 78,868

Total U.S. Department of Labor 1,394,790

U.S. DEPARTMENT OF EDUCATION:
Passed Through:

Minnesota Department of Education:
Title I 84.010 * 27,570
Twenty-First Century Community Learning Centers 84.287 * 390,753

Total U.S Department of Labor 418,323

U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES:
Passed Through

Metropolitan Council - Minnesota Board of Aging:
Transportation Services - Title IIIb 93.044 * 76,930

U.S. DEPARTMENT OF HOMELAND SECURITY:
Passed Through Greater Twin Cities United Way:

ARRA - Emergency Food and Shelter Program 97.114 * 11,627

Total Federal Awards 2,120,018$

* Pass-through grantors number was not available.
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EAST SIDE NEIGHBORHOOD SERVICES, INC. 

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS (Continued) 
YEAR ENDED DECEMBER 31, 2014 

NOTES TO SCHEDULE: 

Description of Major Program:

Senior Community Service Employment Program  

The Senior Community Service Employment program offers low-income elderly persons paid 
community service and training as an entry into productive work. 

Basis of Presentation 

East Side Neighborhood Services, Inc. presents its schedule of federal expenditures of federal 
awards (the Schedule) in accordance with requirements of OMB Circular A-133, Audits of States, 
Local Governments and Non-Profit Organizations.  Because the Schedule presents only a 
selected portion of the operations of the Organization, it is not intended to and does not present 
the financial position, change in assets or cash flows of East Side Neighborhood Services, Inc. 

Summary of Significant Accounting Policies 

Expenditures reported on the schedule of expenditures of federal awards are reported on the 
accrual basis of accounting. Such expenditures are recognized following the cost principles 
contained in OMB Circular A-122, Cost Principles for Non-Profit Organizations, wherein certain 
types of expenditures are not allowable or are limited as to reimbursement.  
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EAST SIDE NEIGHBORHOOD SERVICES, INC. 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
YEAR ENDED DECEMBER 31, 2014

SECTION I - SUMMARY OF AUDIT RESULTS 

Financial Statements 

Type of auditor’s report issued: Unmodified 

Internal control over financial reporting:      
 Material weakness(es) identified?  yes  X no 
 Significant deficiency(ies) identified?  yes  X no 

      
Noncompliance material to financial statements noted?  yes  X no 

Federal Awards 

Internal control over major programs:      
 Material weakness(es) identified?  yes  X no 
 Significant deficiency(ies) identified?  yes  X no 

Type of auditor’s report issued on compliance for major programs:  Unmodified

Any audit findings disclosed that are required to be reported      
 In accordance with Section 510(a) of OMB Circular A-133?  yes  X no 

Identification of major Programs:   

  Name of Federal 
CFDA Number(s)  Program or Cluster 

17.235 Senior Community Service Employment Program 

Dollar threshold used to distinguish between       
 type A and type B programs: $300,000  

Auditee qualified as low-risk auditee? X yes   no 

SECTION II - FINANCIAL STATEMENT FINDINGS 

No matters were reportable conditions 

SECTION III - FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL PROGRAMS 

No matters were reportable conditions.


