


COUNCIL ON CRIME AND JUSTICE
Statements of Cash Flows
For the Years Ended December 31, 2007 and 2006

2007 2006
CASH FLOWS FROM OPERATING ACTIVITIES:
Change in net assets $ (183,292) 287,659
Adjustments to reconcile change in net assets to
net cash provided by (used for) operating activities:
Depreciation and amortization 51,343 58,911
Donated securities sold (received) 3,002 (3,092)
Bad debt expense - 2,811
Changes in assets and liabilities:
(Increase) decrease in receivables and promises to give (106,695) 45,922
Increase in prepaid expenses (1,871) (23,633)
Increase (decrease) in accounts payable (9,704) 158
Decrease in tenant payable (130,837) (7,631)
Decrease in accrued real estate taxes - (71,424)
Increase in accrued payroll and related taxes 26,200 4039
Increase (decrease) in income taxes payable (3,451) 1,272
Decrease in advances (8,550) (1,331)
Net cash provided by (used for) operating activities (363,765) 293,661
CASH FLLOWS PROVIDED BY(USED FOR) INVESTING ACTIVITIES:
Purchase of certificate of deposit (430) -
Fixed asset additions (13,100) (30,108)
Net cash used for investing activities (13,530) {30,108)
CASH FLOWS PROVIDED BY (USED FOR) FINANCING ACTIVITIES:
Proceeds from note payable 137,965 -
Proceeds from revolving note - 25,000
Principal payments on mortgage note and revolving note (32,294) (55,014)
Net cash provided by (used for) financing activities 105,671 (30,014)
NET INCREASE (DECREASE) IN CASH (271,624) 233,539
CASH - BEGINNING OF YEAR 519,002 285,463
CASH - END OF YEAR $ 247,378 519,002

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION

Cash paid for interest was $49,493 and $51,183 in 2007 and 2006, respectively.
Cash paid for income taxes and estimated tax payments in 2007 and 2006 was $14,067 and $9,341, respectively.

Cash is defined as cash in checking and savings.

See accompanying notes to financial statements.
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COUNCIL ON CRIME AND JUSTICE
Notes to Financial Statements
December 31, 2007
With Comparative Data for 2006

NATURE OF ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES

Nature of Organization

The Council on Crime and Justice (the Agency) is a non-profit 501(c)(3) organization
whose mission is to improve community capacity to address the causes and consequences
of crime and violence through research, demonstration and advocacy. The Agency works
on behalf of offenders, victims of crime, and persons at risk of involvement in and
communities significantly impacted by the criminal justice system.

Programs

Research Services — The Agency conducts action-oriented research examining issues of
concern identified by the Agency or by others in the areas of criminal justice-related
services, practices and policies. The Agency also conducts commissioned, external
evaluations of existing criminal justice related services, practices and policies.

Demonstration — The Agency designs, tests and recommends for adoption new direct
service models based on findings from its action-oriented research.

Advocacy— The Agency designs and implements individual, grassroots and community
advocacy and policy initiatives based on findings from its action-oriented research and

from its demonstration work.

Basis of Presentation

Financial statement presentation follows the recommendations of the Financial
Accounting Standards Board in its Financial Accounting Standards (SFAS) No. 117,
Financial Statements of Not-for-Profit Organizations. Under SFAS No. 117, the Agency
is required to report information regarding its financial position and activities according
to three classes of net assets: unrestricted net assets, temporarily restricted net assets, and
permanently restricted net assets. The unrestricted net assets are comprised of all
resources over which the Agency’s board of directors has discretionary control.
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COUNCIL ON CRIME AND JUSTICE
Notes to Financial Statements, Page Two
December 31, 2007
With Comparative Data for 2006

NATURE OF ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES
(continued)

Unrestricted, Temporarily Restricted and Permanently Restricted Revenue and
Suppeort

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

Support that is restricted by the donor 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 as net assets released from restrictions.
Restricted contributions whose restrictions are met in the same reporting period are
recorded as unrestricted support.

Promises to Give

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 when the conditions on which they
depend are substantially met.

Unconditional promises to give at December 31, 2007 and 2006 were as follows:

2007 2006
Amounts due in less than one year $ 196,798 215,445
Amounts due in one to five years 50,000 -
Less discount to net present value (__2.799) -
Net unconditional promise to give  $ 243,999 215,445

The interest rate used to discount future cash flows was 5.5%.

Allowance for Doubtful Accounts

It is the policy of the Agency to use the specific method to record an allowance for
doubtful accounts. At December 31, 2007 and 2006, there was no allowance for doubtful
accounts as management believes all receivables and promises to give are collectible.
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COUNCIL ON CRIME AND JUSTICE
Notes to Financial Statements, Page Three
December 31, 2007
With Comparative Data for 2006

NATURE OF ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES
(continued)

Concentrations of Credit Risk Due to Receivables and Promises to Give

Financial instruments that potentially subject the Agency to concentrations of credit risk
consist principally of receivables and promises to give. Management believes concentrations
of credit risk with respect to receivables and promises to give are limited due to the nature
and dollar amounts. Receivables primarily consist of amounts owed by government agencies
for services provided by the Agency. Promises to give consist of promises from individuals,
foundations, and corporations in Minnesota. As of December 31, 2007 and 2006,
management believes the Agency had no significant concentration of credit risk.

Concentrations of Credit Risk Arising from Cash Deposits in Excess of Insured
Limits

The Agency maintains cash and a certificate balance at various financial institutions located
within Minnesota. Accounts at each institution are insured by the Federal Deposit Insurance
Corporation up to $100,000. At December 31, 2007 the Agency had no uninsured cash. At
December 31, 2006, the Agency had approximately $332,000 of uninsured cash.

Depreciation

Depreciation is computed on property and equipment over their estimated useful lives
using the straight-line method. Office equipment and vehicles are depreciated over five
to ten years and building and improvements are depreciated over 15 to 31-1/2 years.

Contracts

At any given time, the Agency is involved in numerous contracts and contract negotiations
with Federal, State and County agencies and various foundations for additional services.
Contracts run from year-to-year, some are renewed while others are not.

Federal, State, and County agencies may disallow certain expenditures billed to them
subsequent to the completion of a contract. It is the Agency’s policy to record any
disallowed expenditures at the time of disallowance. Subsequent to December 31, 2007,
additional expenditure support was requested of the Agency from the Department of Justice
regarding certain 2005 expenditures of approximately $117,000. No adjustment has been
made as of December 31, 2007 relating to this inquiry, as the amount of the disallowed
expenditures, if any, is not determinable.
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COUNCIL ON CRIME AND JUSTICE
Notes to Financial Statements, Page Four
December 31, 2007
With Comparative Data for 2006

NATURE OF ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES
(continued)

Advances

Advances are comprised of prepayment of fees for services from governmental agencies
and prepayment of signage lease fees.

Income Tax

The Agency has tax exempt status under Section 501(c)(3) of the Internal Revenue Code and
Minnesota Statute 290.05. The Agency is, however, subject to tax on its unrelated business
income. It has been classified as an organization that is not a private foundation under the
Internal Revenue Code and charitable contributions by donors are tax deductible.

Functional Allocation of Operating Expenses and Support Services (Management

and General)

Functional expense reporting for program, management and general, and fundraising is
based on actual expenses for each functional category and management’s estimated
allocation of salaries based upon time devoted to the particular functional categories.

Donated Services

The Agency recognizes donated services that create or enhance nonfinancial assets that
require specialized skills, are provided by individuals possessing those skills, and would
typically need to be purchased if not provided by donation. The Agency received
$171,871 in donated legal fees for its expungement and advocacy work, and $3,848 in
donated printing for its Equal Justice Benefit and Forum. The Agency received $20,600
in donated printing and other services during 2006 for the Call to Justice Benefit.

Loan Costs
In 2003, the Agency capitalized $14,346 of loan costs related to the refinancing of the
mortgage payable. The loan costs are amortized over the life of the mortgage payable.

Amortization expenses for the years ended December 31, 2007 and 2006 were $2,869.

Donated Securities

It is the Agency’s policy to sell donated securities as soon as possible after receipt.
Donated securities are recorded at fair value. The cost approximates fair value.

9
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COUNCIL ON CRIME AND JUSTICE
Notes to Financial Statements, Page Five
December 31, 2007
With Comparative Data for 2006

NATURE OF ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES
(continued)

Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect certain
reported amounts and disclosures. Accordingly, actual results could differ from those
estimates.

Prior Year Summarized Information

The financial statements include certain prior year summarized information in total but
not by net asset class. Such information does not include sufficient detail to constitute a
presentation in conformity with generally accepted accounting principles. Accordingly,
such information should be read in conjunction with the Agency’s financial statements
for the year ended December 31, 2006, from which the summarized information was
derived.

Reclassification

Certain 2006 amounts have been reclassified for comparability purposes with those of
2007.

CASH FLOWS AND OPERATIONS (UNAUDITED)

For the five months ending May 31, 2008, the Agency had an additional reduction of net
assets of approximately $241,000. At May 31, 2008 the Agency’s unrestricted current
liabilities exceeded unrestricted current assets by approximately $795,000, which
includes the mortgage note of approximately $827,000 due on July 15, 2008.

The Agency is attempting to reduce the deficit and solve cash flow issues through
extensive fundraising, reducing expenses, and securing new grant funding. The Agency
is aggressively attempting to sell its building, but the lack of tenant lease income will
continue to negatively impact its financial situation until this is accomplished.
Management anticipates refinancing the Agency’s mortgage and using the building equity
to create additional cash as a short-term solution to providing sufficient cash flow. On
March 28, 2008, the building was appraised at $3,630,000.

10



COUNCIL ON CRIME AND JUSTICE
Notes to Financial Statements, Page Six
December 31, 2007
With Comparative Data for 2006

3) MORTGAGE PAYABLE AND REVOLVING NOTE

The Agency has a loan which consists of a mortgage note secured by land, property,
equipment, and receivables and a revolving line of credit secured by land, property and
equipment. The balance of the mortgage note was $841,794 as of December 31, 2007.
The mortgage note’s annual interest rate is fixed at 5.65%, matures on July 15, 2008, and
has monthly interest and principal payments of $6,816. The line of credit has a limit of
$150,000, a variable interest rate of prime plus 1%, matures on July 15, 2008, and has
monthly payments of interest only. The Agency did not borrow or repay any amounts on
the line of credit during 2007. As of December 31, 2007 the line of credit had an interest
rate of 8.25% and no outstanding balance. The mortgage loan agreement requires the
Agency to maintain a debt service coverage ratio of not less than 1.25 to 1.0. The Agency
received a waiver of this covenant from the lender through the maturity date.

4) NOTE PAYABLE

On February 28, 2008, the Agency entered into a note with its former tenant for pay
$137,965 owed to the former tenant. The unsecured note has an annual fixed interest rate
of 4% and matures on July 1, 2013. Beginning July 1, 2008, the Agency is required to
make principal and interest payments of $1,000 per month for twenty-four months.
Beginning July 1, 2010, the Agency is required to make principal and interest payments
of $2,000 per month for thirty-six months. If the Agency sells the building, the balance
of the note and any unpaid interest becomes due at the time of sale.

Future principal payments on the note are as follows:

2008 $ 1,826
2009 6,676
2010 12,998
2011 19,700
2012 and thereafter 96.765

$ 137.965

11
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COUNCIL ON CRIME AND JUSTICE
Notes to Financial Statements, Page Seven
December 31, 2007
With Comparative Data for 2006

RENTAL INCOME

The Agency received income from renting space in its building. The Agency is dependent
on such income to fund program development, other operational costs, and debt service.
The Agency’s lease with its tenant expired on May 31, 2007 and the tenant vacated the
space. Currently, the Agency is searching for new tenants and has also listed the building
for sale.

Also included as rental income and occupancy expense is $100,003 and $92,280
respectively, for 2007 and 2006, of interprogram billings for rent. The purpose of this
interprogram billing is to charge the fair value of rental space back to programs in order
to reflect total program operating costs.

The Agency also has a lease for signage rental which terminates December 31, 2009.
Rental payments will increase each year by the consumer price index for the previous
year or 3%, whichever is greater.

Future minimum base rentals to be received under the signage lease is as follows:
2008 $31,315

2009 32,255
$ 63.570

LAND, PROPERTY AND EQUIPMENT

At December 31, 2007 and 2006, land, property and equipment at cost consisted of the
following:

2007 2006

Land $ 611,409 611,409
Land Improvements 6,933 6,933
Building and Improvements 884,323 874,821
Furnishings and Office Equipment 298.433 294.835

Total Cost 1,801,098 1,787,998
Less: Accumulated Depreciation

and Amortization (_772.090) ( _723.616)

$ 1.029.008 1,064,382

12
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COUNCIL ON CRIME AND JUSTICE
Notes to Financial Statements, Page Eight
December 31, 2007
With Comparative Data for 2006

LEASE COMMITMENTS

The Agency has a copier and postage meter under an operating lease. Rental payments on
these operating leases were $15,441 and $12,308 in 2007 and 2006, respectively.

The future minimum rental payments under the operating leases are as follows:

2008 $ 13,501

2009 3,133

Total $16.634
RETIREMENT BENEFITS

The Agency has a 403(B) plan. The Agency matches 50 percent of an employee’s
contribution not to exceed 6% of the employee’s salary. Employees are eligible to begin
contributing immediately and the Agency’s match begins immediately. The Agency paid
$32,895 and $25,403 in 2007 and 2006, respectively, as their match.

INCOME TAXES

During 2007 unrelated business income, which is subject to income tax, consisted of
building, sign and parking lot rental. During 2006, unrelated business income consisted
of sign and non-tenant parking lot rental. Due to the discontinuance of the Agency’s
employee training program, building rental income became subject to such tax in 2007.
Income tax expense for 2007 and 2006 consisted of the following:

2007 2006
Federal $ 3,713 6,419
State 2.426 4.194

§ 6.139 10,613

The substantial difference between the actual and effective tax rate is the result of exempt
income and income from debt-financed property. The Agency does not recognize
deferred income taxes due to its insignificance.

13
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COUNCIL ON CRIME AND JUSTICE
Notes to Financial Statements, Page Nine
December 31, 2007
With Comparative Data for 2006

PERMANENTLY RESTRICTED NET ASSETS

During 1983, a special fund was established to be known as the Minnesota Council on
Crime and Justice GISELA KONOPKA FUND. The principal of the fund consists of a
certificate of deposit, carried at cost which approximates fair value. As the certificate
matures, it is rolled over into a new certificate.

The income from the certificate is to be used to time to make cash awards to individuals,

organizations, or programs that have made an outstanding contribution towards the
humane and creative care of troubled youth in group living situations.

TEMPORARILY RESTRICTED NET ASSETS

Temporarily restricted net assets at December 31, 2007 and 2006 were as follows:

2007 2006
Research $ 109,495 71,523
Demonstration 111,637 128,455
Advocacy 243,318 257,900
Awards 430 -

$ 464.880 457.878

SPECIAL EVENTS

During 2007, the Agency held an equal justice benefit and forum. During 2006, the
Agency held a call to justice benefit event. Revenue generated from the events in 2007
and 2006 was $238,630 and $159,855, respectively.

Expenses related to the events in 2007 and 2006 were as follows:

007 2006
Direct fundraising expense $ 103,456 101,067
Direct benefit received by
participants 9.590 8.780
Total $ 113.046 109.847

Direct fundraising expense consists of salary, benefits, printing, space rental, speakers,
supplies, etc. relating to the events.
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