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FINANCIAL STATEMENTS



INDEPENDENT AUDITOR'S REPORT 

To the Board of Directors 
InnerCity Tennis Foundation 
Minneapolis, Minnesota 

Opinion 

We have audited the accompanying financial statements of InnerCity Tennis Foundation (a 
nonprofit organization), which comprise the statements of financial position as of December 31, 
2025 and 2024, and the related statements of activities, functional expenses, and cash flows for 
the years then ended, and the related notes to the financial statements. 

In our opinion, the financial statements referred to above present fairly, in all material respects, 
the financial position of InnerCity Tennis Foundation as of December 31, 2025 and 2024, 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. 

Basis for Opinion 

We conducted our audits in accordance with auditing standards generally accepted in the United 
States of America. Our responsibilities under those standards are further described in the 
Auditor’s Responsibilities for the Audit of the Financial Statements section of our report.  We 
are required to be independent of InnerCity Tennis Foundation and to meet our other ethical 
responsibilities in accordance with the relevant ethical requirements relating to our audits.  We 
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our audit opinion. 

Responsibilities of Management for the Financial Statements 

Management is responsible for the preparation and fair presentation of the financial statements in 
accordance with accounting principles generally accepted in the United States of America, and 
for 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. 

In preparing the financial statements, management is required to evaluate whether there are 
conditions or events, considered in the aggregate, that raise substantial doubt about InnerCity 
Tennis Foundation’s ability to continue as a going concern within one year after the date that the 
financial statements are available to be issued. 
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Auditor’s Responsibilities for the Audit of Financial Statements 
 
Our objectives are to obtain reasonable assurance about whether the financial statements as a 
whole are free from material misstatement, whether due to fraud or error, and to issue an 
auditor’s report that includes our opinion.  Reasonable assurance is a high level of assurance but 
is not absolute assurance and therefore is not a guarantee that an audit conducted in accordance 
with generally accepted auditing standards will always detect a material misstatement when it 
exists.  The risk of not detecting a material misstatement resulting from fraud is higher than for 
one resulting from error, as fraud may involve collusion, forgery, intentional omissions, 
misrepresentations, or the override of internal control.  Misstatements are considered material if 
there is a substantial likelihood that, individually or in the aggregate, they would influence the 
judgment made by a reasonable user based on the financial statements.   
 
In performing an audit in accordance with generally accepted auditing standards, we: 
 

 Exercise professional judgment and maintain professional skepticism throughout the 
audit. 

 Identify and assess the risks of material misstatement of the financial statements, whether 
due to fraud or error, and design and perform audit procedures responsive to those risks.  
Such procedures include examining, on a test basis, evidence regarding the amounts and 
disclosures in the financial statements. 

 Obtain an understanding of internal control relevant to the audit 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 InnerCity Tennis Foundation’s internal 
control.  Accordingly, no such opinion is expressed. 

 Evaluate the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluate the overall 
presentation of the financial statements.   

 Conclude whether, in our judgment, there are conditions or events, considered in the 
aggregate, that raise substantial doubt about InnerCity Tennis Foundation’s ability to 
continue as a going concern for a reasonable period of time. 

 
We are required to communicate with those charged with governance regarding, among other 
matters, the planned scope and timing of the audits, significant audit findings, and certain 
internal control related matters that we identified during the audits.  
 
 
 
REDPATH AND COMPANY, LLC  
St. Paul, Minnesota 
 
April 15, 2026 
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INNERCITY TENNIS FOUNDATION
STATEMENTS OF FINANCIAL POSITION Statement 1
For The Years Ended December 31, 2025 and 2024

2025 2024
Assets:

Current assets:
Cash and cash equivalents $554,922 $833,902
Investments 1,015,706 1,129,930
Contributions receivable 40,000 177,078
Accounts receivable, net 100,489 263,508
Inventory 9,497 14,438
Prepaids 10,374 18,891

Total current assets 1,730,988 2,437,747

Property and equipment:
Buildings and improvements 1,884,918 1,856,114
Air structures 1,552,588 1,524,405
Equipment and furniture 421,696 405,286
Vehicles 128,471 128,471
Expansion project in progress 204,185 90,560
Accumulated depreciation (2,743,478) (2,469,658)

Total property and equipment 1,448,380 1,535,178

Other assets:
Goodwill 185,291 185,291
Intangible assets 10,985 10,985
Accumulated amortization - intangibles (10,985) (10,985)

Total other assets 185,291 185,291

Total assets $3,364,659 $4,158,216

Liabilities and net assets:
Current liabilities:

Accounts payable $76,457 $40,928
Accrued expenses 89,155 208,921
Deferred revenue 136,503 416,969
Finance lease liability        -       4,196
Note payable, due within one year 7,134 6,754

Total current liabilities 309,249 677,768

Non-current liabilities: 
Note payable, due in more than one year 12,806 19,930

Total liabilities 322,055 697,698

Net assets:
Without donor restrictions 2,978,604 3,360,518
With donor restrictions 64,000 100,000

Total net assets 3,042,604           3,460,518

Total liabilities and net assets $3,364,659 $4,158,216

The accompanying notes are an integral part of these financial statements.
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INNERCITY TENNIS FOUNDATION 
STATEMENTS OF ACTIVITIES Statement 2
For The Years Ended December 31, 2025 and 2024

 Without 
Donor 

Restrictions 
 With Donor 
Restrictions Total

 Without 
Donor 

Restrictions 
 With Donor 
Restrictions Total

Revenue:
Activity revenue $2,256,674 $       -       $2,256,674 $2,061,540 $       -       $2,061,540
Summer park program fees 77,003        -       77,003 40,981        -       40,981
Unrealized gain on beneficial interest        -              -              -       123,704        -       123,704
Investment income (loss), net 173,378        -       173,378 (7,179)        -       (7,179)
Other income 49,877        -       49,877 32,768        -       32,768

Total revenue 2,556,932 0 2,556,932 2,251,814 0 2,251,814

Support:
Contributions 601,453 108,000 709,453 424,522 477,534 902,056
In-kind contributions 135,632        -       135,632 12,430        -       12,430
Special event income 47,141        -       47,141 54,900        -       54,900

Total support 784,226 108,000 892,226 491,852 477,534 969,386
Net assets released from restriction 144,000 (144,000)        -       824,526 (824,526)        -       
Total support and revenue 3,485,158 (36,000) 3,449,158 3,568,192 (346,992) 3,221,200

Expenses:
Program:

Outreach 602,760        -       602,760 901,688        -       901,688
Tennis center 2,124,377        -       2,124,377 1,820,326        -       1,820,326
Expansion project 265,586        -       265,586 91,142        -       91,142

Total program 2,992,723 0 2,992,723 2,813,156 0 2,813,156
Supporting services:

Management and general 706,465        -       706,465 725,955        -       725,955
Fundraising 167,884        -       167,884 178,020        -       178,020

Total supporting services 874,349 0 874,349 903,975 0 903,975

Total expenses 3,867,072 0 3,867,072 3,717,131 0 3,717,131

Change in net assets (381,914) (36,000) (417,914) (148,939) (346,992) (495,931)

Net assets - beginning of year 3,360,518 100,000 3,460,518 3,509,457 446,992 3,956,449

Net assets - end of year $2,978,604 $64,000 $3,042,604 $3,360,518 $100,000 $3,460,518

20242025

The accompanying notes are an integral part of these financial statements.
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Page 1 of 2

O
utreach

Tennis C
enter

Expansion Project
M

anagem
ent

Fundraising
Total

Expenses:
Personnel costs

$490,874
$1,239,300

$169,225
$277,942

$81,619
$2,258,960

U
tilities

9,978
183,594

       -       
5,987

       -       
199,559

D
epreciation and am

ortization
       -       

273,820
       -       

       -       
       -       

273,820
C

ost of goods sold
       -       

19,717
       -       

       -       
       -       

19,717
Special event expense

       -       
       -       

       -       
       -       

57,322
57,322

Program
 expenses

59,773
29,584

465
6,291

       -       
96,113

C
ontract services

16,458
71,437

215,599
198,034

3,750
505,278

Insurance
8,577

18,583
       -       

28,590
1,429

57,179
Lease expense

10,161
54,190

       -       
1,693

1,693
67,737

Facility m
aintenance

219
21,412

       -       
1,397

50
23,078

Training and staff developm
ent

2,071
1,229

       -       
13,903

       -       
17,203

Supplies
322

(217)
       -       

846
291

1,242
B

ad debt expense
       -       

75,948
       -       

26,979
       -       

102,927
Telephone

3,651
11,113

       -       
1,111

       -       
15,875

Postage and delivery
203

1,102
       -       

33
112

1,450
D

ues and subscriptions
70

2,946
       -       

2,306
100

5,422
Printing and copying

       -       
4,189

       -       
114

2,551
6,854

A
dvertising, m

arketing and PR
       -       

1,946
       -       

4,814
9,666

16,426
B

ank charges
382

76,970
       -       

12,057
125

89,534
Interest expense

21
1,389

       -       
231

       -       
1,641

O
ther

       -       
36,125

       -       
4,434

9,176
49,735

Total expenses
$602,760

$2,124,377
$385,289

$586,762
$167,884

$3,867,072

2025
Program

 Services
Supporting Services

The accom
panying notes are an integral part of these financial statem

ents.
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For The Y
ears Ended D
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ber 31, 2025 and 2024

Page 2 of 2

O
utreach

Tennis C
enter

Expansion Project
M

anagem
ent

Fundraising
Total

Expenses:
Personnel costs

$796,871
$1,053,755

$52,199
$449,369

$111,102
$2,463,296

U
tilities

7,320
134,680

       -       
4,392

       -       
146,392

D
epreciation and am

ortization
       -       

273,550
       -       

       -       
       -       

273,550
C

ost of goods sold
       -       

22,187
       -       

       -       
       -       

22,187
Special event expense

       -       
       -       

       -       
       -       

50,059
50,059

Program
 expenses

66,953
37,659

695
4,132

       -       
109,439

C
ontract services

953
92,528

38,248
188,604

2,750
323,083

Insurance
6,635

14,375
       -       

22,116
1,106

44,232
Lease expense

9,417
50,225

       -       
1,570

1,570
62,782

Facility m
aintenance

       -       
32,536

       -       
4,408

59
37,003

Training and staff developm
ent

3,524
(176)

       -       
11,337

130
14,815

Supplies
       -       

1,245
       -       

1,048
146

2,439
B

ad debt expense
       -       

637
       -       

       -       
       -       

637
Telephone

3,217
9,791

       -       
979

       -       
13,987

Postage and delivery
152

824
       -       

25
84

1,085
D

ues and subscriptions
139

1,141
       -       

3,679
       -       

4,959
Printing and copying

841
4,623

       -       
126

2,816
8,406

A
dvertising, m

arketing and PR
5,666

(4,435)
       -       

16,057
7,204

24,492
B

ank charges
       -       

89,679
       -       

9,759
       -       

99,438
Interest expense

       -       
2,240

       -       
809

       -       
3,049

O
ther

       -       
3,262

       -       
7,545

994
11,801

Total expenses
$901,688

$1,820,326
$91,142

$725,955
$178,020

$3,717,131

2024
Supporting Services

Program
 Services

The accom
panying notes are an integral part of these financial statem

ents.
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INNERCITY TENNIS FOUNDATION 
STATEMENTS OF CASH FLOWS Statement 4
For The Years Ended December 31, 2025 and 2024

2025 2024

Cash flows from operating activities:
Change in net assets ($417,914) ($495,931)
Adjustments to reconcile change in net assets
  to net cash used in operating activities:

Depreciation and amortization 273,820 273,550
Gain on beneficial interest        -       (123,704)
(Gain) loss on fair value of investments (151,776) 35,023
Allowance for doubtful accounts (26,796) 637
(Increase) decrease in current assets:

Contributions receivable 137,078 (109,849)
Accounts receivable 189,815 (73,654)
Inventory 4,941 2,211
Prepaids 8,517 (5,252)

Increase (decrease) in current liabilities:
Accounts payable 35,529 (5,325)
Accrued expenses (119,766) 52,669
Deferred revenue (280,466) 21,633

Net cash used in operating activities (347,018) (427,992)

Cash flows from investing activities:
Purchases of property and equipment (187,022)            (143,977)
Withdrawals from investments 300,000                     -       
Purchase of investments, including reinvested income (34,000) (3,250)

Net cash provided by (used in) investing activities 78,978 (147,227)

Cash flows from financing activities:
Principal payments on note payable (6,744) (6,391)
Principal payments on finance lease (4,196) (7,982)

Net cash used in financing activities (10,940) (14,373)

Increase (decrease) in cash and cash equivalents (278,980) (589,592)
 
Cash and cash equivalents - beginning of year 833,902 1,423,494

Cash and cash equivalents - end of year $554,922 $833,902

Supplemental cash flow information:
   Cash paid for interest $1,641 $3,049

The accompanying notes are an integral part of these financial statements.
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INNERCITY TENNIS FOUNDATION 
NOTES TO FINANCIAL STATEMENTS  
December 31, 2025 and 2024 
 
 

 

 

Note 1 ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

A. ORGANIZATION 
 

InnerCity Tennis Foundation (Foundation), which was organized in 1952, is a Minnesota non-profit charitable 
organization designated under Section 501(c)(3), of the Internal Revenue Code. The Foundation raises funds 
from the general public used for conducting various youth and adult programs throughout the year to provide 
mentoring, training, and personal growth opportunities that enhance health, education, and character through the 
game of tennis. 
 
B. FINANCIAL STATEMENT PRESENTATION 

 
The financial statements of the Foundation have been prepared on the accrual basis of accounting and are 
presented in accordance with the FASB Accounting Standards Codification (ASC) 958, Not-for-Profit Entities. 
 
C. 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 certain reported 
amounts and related disclosures. Accordingly, actual results could differ from those estimates. 

 
D. CASH AND CASH EQUIVALENTS 
 
For the purpose of presenting cash flows, cash equivalents include short-term investments with maturities of 
three months or less, except for cash equivalents included in investments. 
 
E. INVESTMENTS 

 
Investments consists of cash, mutual funds and exchange traded funds held by an investment broker. 
Investments are recorded at fair value based upon quoted market prices, when available, or estimates of fair 
value. Investment income or loss and unrealized gains or losses are included in the statements of activities as 
increases or decreases in net assets without donor restrictions, unless the income or loss is restricted by the 
donor or law 
 
F. ACCOUNTS RECEIVABLE  
 
Accounts receivable are stated at net realizable value. An allowance is provided for uncollectible amounts based 
primarily on historical loss experience, adjusted as necessary for current economic conditions and other relevant 
qualitative factors. Services are provided on an unsecured basis and no interest is charged. Payment is required 
within 30 days of receipt. Past-due balances are reviewed monthly by management and when all collection 
efforts have been exhausted, the accounts are written off.  
  
The Foundation has elected the practical expedient permitted under U.S. GAAP to assume that current 
conditions as of the balance sheet date do not change for the remaining life of the asset. Management also 
considers subsequent cash collections on accounts receivable, through the date the financial statements are 
available to be issued, in evaluating the adequacy of the allowance.  

 
Based on these factors, management has established an allowance for doubtful accounts of $8,000 and $34,796 
as of  December 31, 2025 and 2024, respectively. 
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INNERCITY TENNIS FOUNDATION 
NOTES TO FINANCIAL STATEMENTS  
December 31, 2025 and 2024 
 
 

 

 

G. CONTRIBUTIONS RECEIVABLE 
 
The Foundation records unconditional promises to give that are expected to be collected within one year at net 
realizable value. For long-term contributions receivable, management has determined the amount of the present 
value discount to be immaterial and was not recorded.  
 
The Foundation uses the allowance method to determine uncollectible contributions receivable. Past due 
balances are reviewed monthly by management and when all collection efforts have been exhausted, the 
accounts are written off. At December 31, 2025 and 2024, all contributions receivables are due within one year 
and are expected to be fully collected.   
 
H. INVENTORY 

 
Inventory consists of clothing, tennis equipment and accessories held for resale. Inventory is valued at the lower 
of cost, (determined on a first-in, first-out basis) or net realizable value. 
 
I. PROPERTY AND EQUIPMENT 

 
Property and equipment are recorded at original cost. Additions, improvements, or major renewals greater than 
$1,000 are capitalized. Donations of property and equipment are recorded as contributions at estimated fair 
value. Any gains or losses on property and equipment retirements are recognized in the statements of activities. 
 
Depreciation is computed using straight-line and accelerated methods and rates based on estimated service lives 
as follows: 
 

Buildings and improvements 15-39 Years
Air structures 7-15 Years
Equipment and furniture 3-7 Years
Computer equipment 3-5 Years
Vehicles 5 Years

 
J. INTANGIBLE ASSETS 
 
The Foundation has goodwill resulting from the acquisition of Nicollet Tennis Center, Inc. for an amount in 
excess of the fair value of the net assets acquired. The Foundation performs an annual review for impairment of 
the goodwill balance of $185,291. No such impairment existed as of December 31, 2025 and 2024. 
 
K. NET ASSETS 

 
Net assets, revenues, gains, and losses are classified based on the existence or absence of donor or grantor 
imposed restrictions. Accordingly, net assets and changes therein are classified and reported as follows: 
 

Net Assets Without Donor Restrictions – Net assets available for use in general operations and not subject 
to donor (or certain grantor) restrictions. 
 
Net Assets With Donor Restrictions – Net assets subject to donor-imposed restrictions. Some donor-
imposed restrictions are temporary in nature, such as those that will be met by the passage of time or other 
events specified by the donor. Other donor-imposed restrictions are perpetual in nature, where the donor 
stipulates that resources be maintained in perpetuity.  
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INNERCITY TENNIS FOUNDATION 
NOTES TO FINANCIAL STATEMENTS  
December 31, 2025 and 2024 
 
 

 

 

The Foundation reports contributions restricted by donors as increases in net assets without donor restrictions if 
the restrictions expire (that is, when a stipulated time restriction ends or purpose restriction is accomplished) in 
the reporting period in which the revenue is recognized. All other donor-restricted contributions are reported as 
increases in net assets with donor restrictions, depending on the nature of the restrictions. When a restriction 
expires, net assets with donor restrictions are reclassified to net assets without donor restrictions and reported in 
the statements of activities as net assets released from restrictions. 
 
At December 31, 2025 and 2024, the Foundation had no net assets with donor restrictions that were permanent 
in nature.   
 
L. REVENUE AND REVENUE RECOGNITION 

 
The Foundation recognizes contributions when cash, securities or other assets; or an unconditional promise to 
give is received.  Conditional promises to give, that is, those with a measurable performance or other barrier and 
a right of return, are not recognized until the conditions on which they depend have been met.  At December 31, 
2025 and 2024, the Foundation had conditional grants approximating $3,000,000 and $0, respectively.  These 
grants are subject to donor-imposed conditions related to the expansion project and will be recorded as revenue 
with donor restrictions when the conditions have been met. 
 
For the year ended 2025, 36% of total support, as presented on the statements of activities, was received from 
two donors.  For the year ended 2024, 56% of total support, as presented on the statements of activities was 
received from three donors.   
 
The Foundation recognizes revenue from activities it offers, such as leagues, tennis lessons, court rental, and 
summer park programs.  Revenue is recognized at a point in time, when the activities take place.  These 
contracts with customers are reported as activity revenue and summer park program on the statements of 
activities. The Foundation records special events revenue equal to the fair value of direct benefits to donors, and 
contribution income for the excess received when the event takes place.   
 
Customers are charged in advance for activities they register for, however customers can cancel prior to the 
activity occurring and receive a refund. Payments collected in advance are recorded as deferred revenue until 
the activity takes place.   
 
Balances relating to transactions recognized in accordance with ASC 606 are as follows: 
     

 

December 31, December 31, January 1,
2025 2024 2024

Account receivable, net $100,489 $263,508 $190,491

Deferred revenue $136,503 $416,969 $395,336
 

M. CONTRIBUTIONS IN-KIND  
 
The Foundation receives contributed nonfinancial assets, including professional services and other in-kind 
contributions. These assets are recorded at their estimated fair value on the date of donation. Contributed special 
event auction items for special events are valued based on estimated U.S. wholesale prices for identical or 
similar items, using a like-kind methodology that considers the condition and utility of the goods at the time of 
contribution. Contributed legal services were provided by attorneys in support of the expansion project. These 
services are recorded at fair value, based on prevailing market rates for comparable legal work. 
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INNERCITY TENNIS FOUNDATION 
NOTES TO FINANCIAL STATEMENTS  
December 31, 2025 and 2024 
 
 

 

 

In addition to contributed nonfinancial assets, volunteers contribute significant amounts of time to program 
services, administration, and fundraising and development activities; however, the financial statements do not 
reflect the value of these contributed services because they do not meet recognition criteria prescribed by 
generally accepted accounting principles.  
 
For the years ended December 31, contributed nonfinancial assets recognized within the statements of activities 
include the following: 
 

2025 2024

Special event auction items $15,929 $12,430
Legal services 119,703        -       

Total $135,632 $12,430

 
N. FAIR VALUE MEASUREMENTS 
 
The Foundation measures fair value using a three-level hierarchy for fair value measurements based upon the 
transparency of inputs to the valuation of an asset or liability. Inputs may be observable or unobservable and 
refer broadly to the assumptions that market participants would use in pricing the asset or liability. Observable 
inputs reflect the assumptions market participants would use in pricing the asset or liability based on market 
data obtained from sources independent of the reporting entity. Unobservable inputs reflect the reporting 
entity’s own assumptions about the assumptions that market participants would use in pricing the asset or 
liability developed based on the best information available in the circumstances. 
 
The objective of a fair value measurement is to determine 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 (an exit 
price). Accordingly, the fair value hierarchy gives the highest priority to quoted prices (unadjusted) in active 
markets for identical assets or liabilities (Level 1) and the lowest priority to unobservable inputs (Level 3). The 
Foundation may use valuation techniques consistent with the market, income and cost approaches to measure 
fair value. 

 
O. INCOME TAXES 

 
The Foundation is a not-for-profit organization that is exempt from income taxes under Section 501(c)(3) of the 
Internal Revenue Code and classified by the Internal Revenue Service as other than a private foundation.  
 
The Foundation follows the accounting standards for uncertain tax positions and files as a tax-exempt 
organization.  No liability has been recognized by the Foundation as a result of the implementation of this 
standard.  Should that status be challenged in the future, all years since inception could be subject to review by 
the Internal Revenue Service.  
 
P. CREDIT RISK 

 
Financial instruments which potentially subject the Foundation to concentrations of credit risk are principally 
cash and pledges receivable. The Foundation places its cash investment with a high-quality financial institution. 
Although the balance may at times exceed the federally insured limits, the Foundation has not experienced 
losses in these accounts and does not believe it is exposed to any significant credit risk. 
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INNERCITY TENNIS FOUNDATION 
NOTES TO FINANCIAL STATEMENTS  
December 31, 2025 and 2024 
 
 

 

 

Q. FUNCTIONAL EXPENSES 
 
The financial statements report certain categories of expenses that are attributable to one or more programs or 
supporting function of the Foundation. Those expenses include personnel, accounting, audit, legal fees, utilities, 
insurance, telephone, postage and delivery, printing and copying, and advertising and marketing. Personnel 
costs are allocated based on estimates of time and effort. Non-personnel costs are allocated based on an estimate 
of the benefit received by each function. 
 
R. LEASES 

 
The Foundation leases certain space and equipment at various terms under operating lease and finance lease 
agreements. For any lease with an initial term in excess of 12 months, the related leased asset and liability are 
recognized on the balance sheets as either operating or finance leases at the inception of an agreement where it 
is determined that a lease exists. The Foundation has elected the short-term lease exemption for all leases with a 
term of 12 months or less for both existing and ongoing leases to not recognize the asset and liability for the 
leases. A lease is considered to be short-term if it contains a lease term of 12 months or less. Lease expense 
related to short term leases is recognized on a straight-line basis over the term of the lease.   
 
Finance leases are included in property and equipment and finance lease liabilities. These assets and liabilities 
are recognized based on the present value of future payments over the lease term at the commencement date. 
The Foundation has elected to use the risk-free rate as the discount factor in lieu of determining the incremental 
borrowing rate for all classes of underlying assets when the implicit rate is not readily determinable. 
 
S. RECLASSIFICATIONS  

 
Certain prior-year amounts have been reclassified to conform to the current-year presentation. These 
reclassifications had no effect on previously reported net assets. 

 
T. RECENTLY ISSUED ACCOUNTING PRONOUNCEMENT 
 
In July 2025, the FASB issued ASU 2025-05, Financial Instruments - Credit Losses (Topic 326): Measurement 
of Credit Losses for Accounts Receivable and Contract Assets, which provides a practical expedient 
allowing the Foundation to assume that current conditions as of the balance sheet date will remain unchanged 
for the remaining life of the assets. ASU 2025-05 also provides for a policy election available to nonprofit 
organizations that elect the practical expedient. This accounting policy election permits the Foundation to 
consider collection activity after the balance sheet date when estimating expected credit losses. ASU 2025-05 is 
effective for annual periods beginning after December 15, 2025, with early adoption permitted.   
  
The Foundation has elected to adopt both the practical expedient and the accounting policy election under this 
guidance during the year ended December 31, 2025. These elections were applied prospectively to current 
accounts receivable arising from transactions accounted for under ASC 606, and did not have a material impact 
on the financial statements. 
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Note 2 LIQUIDITY AND AVAILABILITY 
 
The Foundation’s financial assets available to meet cash needs for general expenditures within one year of the date 
of the statements of financial position are as follows: 
 

2025 2024

Cash and cash equivalents $530,922 $833,902
Investments 1,015,706 1,129,930
Accounts receivable 100,489 263,508
Contributions receivable        -       77,078

Total $1,647,117 $2,304,418

 
 

The Foundation considers all net assets restricted by donors for specific purposes to be unavailable for general 
expenditure. 
 
As the Foundation focuses on its long-term financial sustainability, it has raised funds that are greater than the 
current operating needs which can be used for long-term projects. To optimize returns while still maintaining a 
prudent risk profile, the Finance Committee of the Board has overseen the establishment of an investment fund. The 
fund invests in a balanced way; investing in equity and fixed income funds and securities. 
  
In addition, the Foundation maintains a conservative liquidity management strategy in which it holds two months of 
personnel expenses, in excess of anticipated costs.   
 
 
Note 3 INVESTMENTS AND FAIR VALUE MEASUREMENTS 
 
The Foundation uses fair value measurements to record fair value adjustments to certain assets and liabilities and to 
determine fair value disclosures. For additional information on how the Foundation values all other assets and 
liabilities refer to Note 1E – Investments and Note 1N – Fair Value Measurements.  
 
Assets that are measured at fair value on a recurring basis are categorized as Level 1 and are as follows at December 
31: 

 
2025 2024

Mutual funds - fixed $       -       $265,933
Mutual funds - equity        -       135,466
Exchange traded funds - fixed 333,432 104,690
Exchange traded funds - equity 652,596 594,010

Investments at fair value 986,028 1,100,099

Cash and cash equivalents 29,678 29,831

Total investments $1,015,706 $1,129,930

 
 

14



INNERCITY TENNIS FOUNDATION 
NOTES TO FINANCIAL STATEMENTS  
December 31, 2025 and 2024 
 
 

 

 

Note 4 LEASE COMMITMENTS 
 

A. OPERATING LEASE 
 

The Foundation has a facility lease through May of 2029, with one additional 5-year term available. 
 
Rent is calculated at 3% of monthly gross receipts (less sales and entertainment taxes) of InnerCity Tennis 
Foundation payable to the Minneapolis Park and Recreation Board by the tenth of the following month 
accompanied by a statement of total monthly gross receipts. All operating costs of the leased premises are the 
responsibility of the Foundation. Based on the variable rent amount, the lease with the Minneapolis Park and 
Recreation Board is exempt from the ASU 842 recognition of lease asset and liability. 

 
The lease agreement specifies that InnerCity Tennis Foundation may not increase court fees during any 12-
month period by more than $2 per hour without obtaining approval of the Minneapolis Park and Recreation 
Board. 
 
B. FINANCE LEASE 

 
In 2021, the Foundation entered into a lease purchase agreement for a court sweeper. The agreement requires 
monthly payments of $713 through June 2025, with a discount factor applied of 6.7%. 

 
The following summarizes the line items in the statements of functional expenses which include the 
components of lease expense for the years ended December 31: 
 

2025 2024

Operating lease expense included in rent expense $67,737 $62,782

Finance lease costs:
Amortization of lease assets included in depreciation
  and amortization expense $4,278 $4,278
Interest on lease liabilities included in interest expense 82 574

Total finance lease costs $4,360 $4,852

 
 
Note 5 NET ASSETS WITH DONOR RESTRICTIONS 
 
As of December 31, net assets with donor restrictions are restricted for the following purposes: 
 

2025 2024
Subject to expenditure for specified purpose:

Capacity building $24,000 $       -       
Schools and community programming 40,000 100,000

Total $64,000 $100,000
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Note 6 RETIREMENT PLAN 
 
The Foundation sponsors a SIMPLE IRA plan that covers eligible employees.  The Foundation matches employee 
contributions up to 3%.  The Foundation’s contributions to the plan were $29,540 and $27,214 for the years ended 
December 31, 2025 and 2024, respectively. 
 
 
Note 7 CONTINGENT LIABILITIES 
 
On May 8, 2020 the Foundation entered into a Paycheck Protection Program (PPP) loan for $253,834. The 
Foundation received full forgiveness from the SBA on July 9, 2021. On February 17, 2021, the Foundation obtained 
a second draw PPP loan for $304,745. The Foundation received full forgiveness from the SBA on April 4, 2022. The 
expenditures made under the PPP loan program are subject to review and audit by the SBA for six years from the 
date the loan was forgiven. Management believes that any liability for disallowances, which may arise as a result of 
an audit, would not be material. 
 
 
Note 8 NOTES PAYABLE 
 
Notes payable consists of the following at December 31: 
 

2025 2024

Vehicle note payable to GM Financial bearing interest at
5.49% with monthly installments of $671.  Matures
August 2028, secured by vehicle purchased. $19,940 $26,694

Less: Current maturities (7,134) (6,754)

Long-term portion $12,806 $19,940

 
The annual maturities of the note payable are as follows for the years ending December 31: 
 

Years Ending Amount

2026 $7,134
2027 7,536
2028 5,270

Total $19,940

 
The interest expense on the note payable for the years ended December 31, 2025 and 2024 was $1,297 and $1,657, 
respectively. 
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Note 9 SUBSEQUENT EVENTS 
 
During 2025, the Foundation entered into a purchase agreement for land related to its North Minneapolis expansion 
project, which required a refundable earnest money deposit of $37,500. In February 2026, the Foundation executed a 
second amendment to the purchase agreement extending the due diligence period through July 24, 2026. 
 
Management has evaluated subsequent events for potential recognition or disclosure through April 15, 2026, the 
date that the financial statements were available to be issued. 
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