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INDEPENDENT AUDITOR’S REPORT

The Board of Directors
Minnesota Council of Nonprofits
St. Paul, Minnesota

We have audited the accompanying statement of financial position of Minnesota Council of Nonprofits (the
Organization), as of December 31, 2008, and the related statements of activities and changes in net assets,
functional expenses and 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. The prior year summarized comparative information has been derived from the Organization’s 2007
financial statements, and in our report dated May 20, 2008, we expressed an unqualified opinion on those
financial statements.

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 consideration of internal control over
financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the Organization’s internal control over financial
reporting. Accordingly, we do not express such an opinion. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements, 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 above present fairly, in all material respects, the financial
position of Minnesota Council of Nonprofits, as of December 31, 2008, and the results of its operations and its
cash flows for the year then ended in conformity with accounting principles generally accepted in the United
States of America.

M% LLF

Minneapolis, Minnesota
May 11, 2009

PEOPLE. PRINCIPLES. POSSIBILITIES.

5601 Green Valley Dr., Ste. 700 I Minneapolis, MN 55437-1145 1 Phone 952.944.6166 1 Fax 952.944.8496 1 EOE 1



MINNESOTA COUNCIL OF NONPROFITS
STATEMENT OF FINANCIAL POSITION
DECEMBER 31, 2008 (WITH COMPARATIVE TOTALS FOR 2007)

2008 2007
ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 1,567,416 $ 1,186,659
Investments 9,217 20,279
Accounts receivable 27,250 18,542
Unconditional promises to give (due within 12 mos.) 695,225 646,162
Inventory 9,617 14,988
Prepaid expenses and other assets 64,865 38,088
Total current assets 2,373,590 1,924,718
FURNITURE, EQUIPMENT AND SOFTWARE,
net of accumulated depreciation 243,894 206,455
OTHER ASSETS
Unconditional promises to give, net of current (due after 12 mos.) 48,125 327,250

$ 2,665,609 $ 2458423

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES
Accounts payable $ 99,001 $ 101,509
Accrued expenses 32,692 61,726
Deferred revenue 66,366 12,700
Total current liabilities 198,059 175,935
NET ASSETS
Unrestricted
Undesignated, available for general activities 179,195 (13,584)
Invested in furniture, equipment and software 243,894 206,455
Board designated operating reserve 188,278 88,567
Board designated for research 5,000 -
Board designated for anti-racism award 10,000 10,000
Total unrestricted 626,367 291,438
Temporarily restricted 1,841,183 1,991,050

2,467,550 2,282,488

$ 2,665,609 $ 2,458,423

See Notes to Financial Statements 2



MINNESOTA COUNCIL OF NONPROFITS
STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS
FOR THE YEAR ENDED DECEMBER 31, 2008 (WITH COMPARATIVE TOTALS FOR 2007)

PUBLIC SUPPORT AND REVENUE

PUBLIC SUPPORT
Contributions and grants
Net assets released from restrictions
Total public support

REVENUE
Membership dues
Workshops and education
Annual conference
Publications
Honoraria and consulting income
Sponsorships and other marketing
Interest income
Miscellaneous income
Total revenue

TOTAL PUBLIC SUPPORT AND
REVENUE

EXPENSES

PROGRAM SERVICES
Education
Public policy & civic engagement
Member services
Research
Advocacy
Total program services

SUPPORTING SERVICES
Management and general
Fundraising

Total supporting services

TOTAL EXPENSES

CHANGE IN NET ASSETS

NET ASSETS, BEGINNING OF YEAR

NET ASSETS, END OF YEAR

See Notes to Financial Statements

2008 2007
Temporarily

Unrestricted Restricted Total Total
$ 1,061,341 $ 1,113,433 2,174,774 $ 2,274,306
1,263,300 (1,263,300) - -
2,324,641 (149,867) 2,174,774 2,274,306
556,085 - 556,085 393,950
374,891 - 374,891 314,720
245,866 - 245,866 169,983
41,547 - 41,547 45,467
57,676 - 57,676 18,832
160,741 - 160,741 132,264
29,171 - 29,171 33,487
2,139 - 2,139 2,873
1,468,116 - 1,468,116 1,111,576
3,792,757 (149,867) 3,642,890 3,385,882
801,454 - 801,454 642,535
1,428,700 - 1,428,700 714,441
366,855 - 366,855 350,666
293,940 - 293,940 189,518
132,264 - 132,264 104,325
3,023,213 - 3,023,213 2,001,485
251,010 - 251,010 259,834
183,605 - 183,605 134,377
434,615 - 434,615 394,211
3,457,828 - 3,457,828 2,395,696
334,929 (149,867) 185,062 990,186
291,438 1,991,050 2,282,488 1,292,302
$ 626,367 $ 1,841,183 2,467,550 $ 2,282,488




MINNESOTA COUNCIL OF NONPROFITS
STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 2008 (WITH COMPARATIVE TOTALS FOR 2007)

2008
Program Services
Public Policy Member
Education & Civic Engagement Services Research Advocacy

Salaries, taxes and benefits $ 305046 $ 423,494 $ 218,751 $ 222,460 101,616
Consulting fees 44,533 254,089 3,477 5,072 4,110
Office rent 22,894 31,783 16,417 16,696 7,626
Office supplies 5,523 10,016 4,143 3,353 1,637
Telephone 1,966 6,015 2,507 1,410 1,023
Postage 19,996 36,933 11,867 4,746 1,418
Printing and publishing 21,838 195,035 23,474 23,008 3,677
Dues and subscriptions 3,019 5,756 2,042 3,930 2,230
Advertising 473 920 - 120 60
Bank/merchant fees 12,716 30 6,304 - -
Equipment 2,256 3,132 2,142 1,645 751
Software 615 707 41,755 343 157
Insurance - - - - -
Staff training 3,511 6,692 1,362 966 505
Board retreat - - - - -
Workshop expenses 161,333 5,688 20,197 - 493
Leadership Institute expense 42,918 - - - -
Travel 6,470 60,785 5,125 2,372 1,587
Meeting expenses 7,760 48,731 1,191 2,226 2,855
Annual conference 119,495 - - - -
Miscellaneous 4,895 2,560 1,913 1,334 573
Grants and allocations 8,357 328,225 - - -
Total expenses 795,614 1,420,591 362,667 289,681 130,318
Depreciation 5,840 8,109 4,188 4,259 1,946
$ 801454 $ 1,428,700 $ 366,855 $ 293,940 132,264

See Notes to Financial Statements



2008 2007
Total Management
Program and Total Total
Services General Fundraising Expenses Expenses
$ 1,271,367 $ 179,838 $ 74,789 $ 1,525,994 $ 1,270,523
311,281 15,155 76,034 402,470 247,769
95,416 13,497 5,613 114,526 102,931
24,672 2,419 888 27,979 19,980
12,921 1,010 725 14,656 10,260
74,960 2,939 2,115 80,014 48,280
267,032 3,271 3,067 273,370 94,660
16,977 1,588 660 19,225 10,118
1,573 - - 1,573 631
19,050 - 2,101 21,151 17,296
9,926 1,330 553 11,809 12,391
43,577 332 113 44,022 38,045
- 4,589 - 4,589 503
13,036 346 - 13,382 8,269
- 6,950 - 6,950 8,496
187,711 - - 187,711 145,806
42,918 - 42,918 33,815
76,339 4,519 9,690 90,548 61,376
62,763 3,336 3,414 69,513 40,810
119,495 - - 119,495 89,595
11,275 6,448 2,411 20,134 5,182
336,582 - - 336,582 103,914
2,998,871 247,567 182,173 3,428,611 2,370,650
24,342 3,443 1,432 29,217 25,046
$ 3,023213 $ 251,010 $ 183,605 $ 3,457,828 $ 2,395,696
88 % 7 % 5% 100 %

Salaries, taxes and benefits
Consulting fees

Office rent

Office supplies

Telephone

Postage

Printing and publishing
Dues and subscriptions

Advertising
Bank/merchant fees
Equipment
Software

Insurance

Staff training
Board retreat
Workshop expenses

Leadership Institute expense
Travel
Meeting expenses

Annual conference

Miscellaneous

Grants and allocations
Total expenses

Depreciation



MINNESOTA COUNCIL OF NONPROFITS
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2008 (WITH COMPARATIVE TOTALS FOR 2007)

OPERATING ACTIVITIES
Change in net assets
Adjustments to reconcile increase in net assets
to net cash
Depreciation
Loss on disposal of equipment
Donated stock
Unrealized loss (gain) on investments, net
Changes in assets and liabilities
Accounts receivable
Unconditional promises to give
Inventory
Prepaid expenses and other assets
Accounts payable
Accrued expenses
Deferred revenue

NET CASH FROM OPERATING ACTIVITIES
INVESTING ACTIVITIES

Purchase of property and equipment

Sale of investments

NET CASH USED FOR INVESTING ACTIVITIES

FINANCING ACTIVITIES
Principal payments on long-term debt

NET CASH FROM (USED FOR) FINANCING ACTIVITIES
NET CHANGE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS, END OF YEAR

NON-CASH INVESTING ACTIVITIES
Property and equipment included in accounts payable

See Notes to Financial Statements

2008 2007

$ 185,062 $ 990,186
29,217 25,046

- 2,760
- (5,637)
5425 (795)
(8,708) (284)
230,062 (326,412)
5,371 (2,402)
(26,777) (6,343)
53,725 23,171
(29,034) 10,078
53,666 650
498,009 710,018
(122,889) (149,725)
5,637 -
(117,252) (149,725)
- (5,258)
- (5,258)

380,757 555,035
1,186,659 631,624

$ 1,567,416 $ 1,186,659
$ - $ 56,233



MINNESOTA COUNCIL OF NONPROFITS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2008

NOTE 1- NATURE OF ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Nature of Organization

Minnesota Council of Nonprofits (the Organization or MCN) is incorporated under the Minnesota Nonprofit
Corporation Act. MCN offers educational, public policy, research and advocacy activities to help nonprofit
organizations be more efficient and effective and to increase public understanding of the role and contributions of
Minnesota’s nonprofit organizations.

MCN’s program services are as follows:

Education — Convenes workshops, conferences and meetings for nonprofit organizations on topics related to
managing nonprofit organizations. Publishes directories and maintains a website (www.mncn.org) to provide
additional information on issues faced by nonprofit organizations and their staff and Board members.

Public Policy & Civic Engagement — Sponsors briefings on public policies which affect nonprofit
organizations and the communities they serve; conducts skill-building workshops for nonprofit staff, Board
members and volunteers to strengthen their public policy work; undertakes nonpartisan voter participation
efforts on behalf of nonprofit clients and community members in Minnesota through Minnesota Participation
Project and over five other states through the Nonprofit Voter Engagement Network; and provides up-to-date
information during the legislative session via newsletters and the Internet.

Member Services — Sponsors services to member nonprofit organizations to strengthen the stability and
effectiveness of these nonprofit organizations. Services include group purchasing and discounts on products
like insurance and supplies, as well as events and newsletters planned and organized for members.

Research — Conducts nonpartisan research and prepares reports on the nonprofit economy and public role of
nonprofit organizations. Analyzes public policies affecting the nonprofit sector, including the impact of
budget and tax policies on low-income people.

Advocacy — Undertakes direct and grassroots lobbying campaigns that address specific legislative proposals
affecting nonprofit organizations and the communities they serve. MCN has elected to report its expenditures
for lobbying in accordance with Section 501(h) of the Internal Revenue Code.

Basis of Accounting

The financial statements of the Organization have been prepared on the accrual basis of accounting and,
accordingly, reflect all significant receivables, payables and other liabilities.

(continued on next page) 6



NOTES TO FINANCIAL STATEMENTS

Basis of Presentation

The financial statement presentation follows the recommendations of the Financial Accounting Standards Board
in its Statement of Financial Accounting Standards, (SFAS) No. 117, Financial Statements of Not-for-Profit
Organizations. Under SFAS No. 117, the Organization is required to report information regarding its financial
position and activities according to three classes of net assets: unrestricted net assets, which represents the
expendable resources that are available for operations at management's discretion; temporarily restricted net
assets, which represents resources restricted by donors as to purpose or by the passage of time; and permanently
restricted net assets, which represents resources whose use by the Organization is limited by donor-imposed
stipulations that neither expire by passage of time nor can be fulfilled or otherwise removed by actions of the
Organization. The Organization has no permanently restricted net assets.

Cash and Cash Equivalents

For purposes of the statement of cash flows, the Organization considers all highly liquid investments with a
maturity of three months or less to be cash equivalents. At times, cash and cash equivalents may be in excess of
FDIC limits.

Investments

The Organization classifies its securities as available-for-sale and the available-for-sale securities are recorded at
fair value. Fair value is determined at a specific point in time, based on quoted market prices. Realized and unrealized
investment gains or losses are determined by comparison of specific costs of acquisition to net proceeds received at
the time of disposal or changes in the difference between fair value and cost respectively.

A decline in the market value of any available for sale security below cost that is deemed other than temporary results
in a charge to earnings and the establishment of a new cost basis for the security. Premiums and discounts are
amortized or accreted over the life of the related security as an adjustment to the yield using the effective interest
method and prepayment assumptions. Dividend and interest income are recognized when earned.

Gains and losses on sales of investment securities are recognized on the settlement date, based on the amortized
cost of the specific security. The financial statement impact of settlement date accounting versus trade date is
immaterial.

Receivables

Receivables are stated at net realizable value. Unconditional promises to give are recognized as revenues or gains
in the period received and as assets, decreases of liabilities, or expenses depending on the form of the benefits
received. Conditional promises to give are recognized only when the conditions on which they depend are
substantially met and the promises become unconditional.

The Organization uses the allowance method to account for uncollectible receivables. This method provides
allowances for doubtful receivables based on historical experience and management's evaluation of estimated
losses that will be incurred in the collection of receivables. No allowance was deemed necessary for the year
ended December 31, 2008.

Inventory

Inventory is stated at the lower of cost (first-in, first-out) or market.

(continued on next page) 7



NOTES TO FINANCIAL STATEMENTS

Equipment

Equipment is carried at cost or, if donated, at the approximate fair value at the date of donation. Depreciation of
equipment is provided using the straight-line method over its estimated useful life. The estimated useful lives of
equipment are as follows:

Furniture and equipment 3 -5 years
Computer software 9 years

Support Recognition

Contributions received are recorded as unrestricted, temporarily restricted, or permanently restricted support
depending on the existence and/or nature of any donor restrictions.

Support that is restricted by the donor is reported as an increase in unrestricted net assets if the restriction expires
in the reporting period in which the support is recognized. All other donor-restricted support is reported as an
increase in temporarily or permanently restricted net assets, depending on the nature of the restriction. When a
restriction expires, that is, when a stipulated time restriction ends or purpose restriction is accomplished;
temporarily restricted net assets are reclassified to unrestricted net assets and reported in the statement of activities
and changes in net assets as net assets released from restrictions.

Donated Services and Supplies

Non-cash donations are reflected as unrestricted support in the financial statements at their estimated values on
the date of donation.

Donated services are recognized as contributions in accordance with SFAS No. 116, Accounting for Contributions
Received and Contributions Made, if the services (a) create or enhance nonfinancial assets, or (b) require
specialized skills, are performed by people with those skills and would otherwise be purchased by the
Organization. Volunteers also provided services throughout the year that are not recognized as contributions in
the financial statements since the criteria for SFAS No. 116 is not met.

Functional Allocation of Expenses

The costs of providing the various programs and activities have been summarized on a functional basis.
Accordingly, certain costs have been allocated among the programs and supporting services benefited.

Use of Estimates

The preparation 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
reported amounts of revenues and expenses during the reporting period. Actual results could differ from those
estimates.

(continued on next page) 8



NOTES TO FINANCIAL STATEMENTS

Tax-exempt Status

The Organization has been recognized by the Internal Revenue Service as a tax-exempt nonprofit organization
under Section 501(c)(3) of the Internal Revenue Code. Accordingly, no provision for taxes is required. In
addition, the Organization qualifies for the charitable contribution deduction under Section 170(c) and as an
organization other than a private foundation under Section 509(a)(1) and 170(b)(1)(A)(vi).

In July 2006, Financial Interpretation No. 48, Accounting for Uncertainty in Income Taxes, (FIN No. 48) was issued.
Subsequent to its original issuance, the effective date of its implementation for nonpublic enterprises has been
deferred, and is currently deferred for nonpublic entities until years beginning after December 15, 2008. The
Organization has elected to defer implementation of FIN No. 48, as allowable.

The Organization undergoes an annual analysis of its various tax positions, assessing the likelihood of those positions
being upheld upon examination with relevant tax authorities, as defined by FIN No 48.

Comparative Financial Information

The financial statements include certain prior year summarized comparative information in total but not by net
asset class. Such information does not include sufficient detail to constitute a presentation in conformity with
accounting principles generally accepted in the United States of America. Accordingly, such information should
be read in conjunction with the Organization’s financial statements for the year ended December 31, 2007, from
which the summarized information was derived.

Fair Value Measurements

The Organization has determined the fair value of certain assets and liabilities in accordance with the provisions of
FASB Statement No. 157, Fair Value Measurements, which provides a framework for measuring fair value under
generally accepted accounting principles.

Statement No. 157 defines fair value as the exchange price that would be received for an asset or paid to transfer a
liability (an exit price) in the principal or most advantageous market for the asset or liability in an orderly transaction
between market participants on the measurement date. SFAS 157 requires that valuation techniques maximize the use
of observable inputs and minimize the use of unobservable inputs. SFAS 157 also establishes a fair value hierarchy,
which prioritizes the valuation inputs into three broad levels.

Level 1 inputs consist of quoted prices in active markets for identical assets or liabilities that the reporting entity has
the ability to access at the measurement date. Level 2 inputs are inputs other than quoted prices included within
Level 1 that are observable for the related asset or liability. Level 3 inputs are unobservable inputs related to the asset
or liability.

The investments held by the Organization as of December 31, 2008, consisted entirely of Level 1 inputs.

Account Reclassifications

Certain prior year balances have been reclassified for comparative purposes.

(continued on next page) 9



NOTES TO FINANCIAL STATEMENTS

NOTE 2 - INVESTMENTS

Investments consist of an equity fund recorded at market value of $9,217 at December 31, 2008. An unrealized
loss of $5,425 was recognized during the year ended December 31, 2008.

NOTE 3 - UNCONDITIONAL PROMISES TO GIVE

Unconditional promises to give receivable are as follows for the year ended December 31, 2008:

Unconditional promises to give at December 31, 2008, are primarily restricted for use in future years for specific
programs.

Promises to give receivable in more than one year are discounted at approximately 3.75 percent.

NOTE 4 - PROPERTY AND EQUIPMENT

The following is a summary of property and equipment at December 31, 2008:

Capital equipment $ 414,583
Less accumulated depreciation 170,689
$ 243,894

NOTE 5 - LINE OF CREDIT

As of December 31, 2008, the Organization had a $75,000 line of credit with a bank available as needed, with an
interest rate of 5.50 percent. The credit line is secured by all inventory, chattel paper, accounts, equipment, and
general intangibles and expires on June 1, 2010. As of December 31, 2008, there was no amount drawn on the
line of credit.

(continued on next page) 10



NOTES TO FINANCIAL STATEMENTS

NOTE 6 - LEASES

The Organization leases office space under an operating lease, which expires September 30, 2010. The agreement
calls for monthly payments of $10,035 for the first year, $10,360 for the second year, and $10,770 for the third
year and includes utilities, real estate taxes and insurance. Rent expense was $114,527 for the year ended

December 31, 2008.

The Organization also has several noncancelable operating equipment leases that expire various dates through
2012.

In 2007, the Organization began a noncancelable three-year lease for capitalized internet software.

Future minimum lease payments are as follows:

Years Ending December 31, Amount
2009 $ 168,724
2010 166,525
2011 4,195
2012 1,748
$ 341,192

NOTE 7 - GRANTS

In 2008, grants expense included 43 mini-grants totaling $16,225 from the Minnesota Participation Project to
501(c)(3) nonprofit organizations for nonpartisan voter education events held in Minnesota; $312,000 to 501(c)(3)
nonprofit organizations to plan and implement statewide nonpartisan nonprofit voter participation efforts in
Colorado, Louisiana, Maine, Massachusetts, Michigan, Minnesota, Montana, New Mexico, North Carolina and
Ohio through the Nonprofit Voter Engagement Network (NVEN); $2,357 for nonprofits in Dakota County and St.
Paul to continue the efforts of the Social Leader Action Networks; $5,000 to the North Dakota Association of
Nonprofits to train nonprofits on the requirements of the new version of the IRS Form 990; and $1,000 for the
recipients of the 2008 Nonprofit Mission Awards.

NOTE 8 - RETIREMENT PLAN
The Organization has a defined contribution retirement plan covering all eligible employees. The contribution is

at the discretion of the Board of Directors. Employees are eligible to participate in the plan after one month of
service. Contributions to the plan were $52,271 for the year ended December 31, 2008.

(continued on next page) 11



NOTES TO FINANCIAL STATEMENTS

NOTE 9 - RESTRICTIONS ON NET ASSETS

Net assets were released by incurring expenses satisfying the restricted purposes specified by donors for the year

ending December 31, 2008, as follows:

Leadership Program $ 131,000
Minnesota Budget Project 293,500
Database Upgrade 9,000
Financial Survey 10,000
Minnesota Participation Project 150,000
National Voter Engagement Network 419,800
Public Policy 200,000
Regional Policy Networks 50,000

$ 1,263,300

Temporarily restricted net assets consisted of the following at December 31, 2008:

Leadership Program $ 43,500
Minnesota Budget Project 407,333
Minnesota Participation Project 73,500
National Voter Engagement Network 589,350
Public Policy 510,000
Regional Policy Networks 75,000
Form 990 Workshops 58,500
Charitable Tax Exemption Campaign 25,000
Leadership Institute Scholarships 8,500
Itasca Area Workshops 3,000
Legal Handbook 22,500
General Operations 25,000

$ 1,841,183

NOTE 10 - CONTINGENCIES

Certain grants from donors are subject to audit by the donor. Such audits could result in claims against the
Organization for disallowed costs or noncompliance with grantor restrictions. No provision has been made for any

liabilities that may arise from such audits since the amounts, if any, cannot be determined at this time.
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