

















CAREER RESOURCES, INC.
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2009 AND 2008

1. Nature of Organization and Summary of Significant Accounting Policies
Nature of Organization

Career Resources, Inc. 1s a not-for-profit, non-stock Connecticut corporation, exempt
from federal income taxes under Internal Revenue Code 501(c)3). The Organization
provides job training, placement and support services for dislocated and economically
disadvantaged individuals in Southwestern Connecticut.

In 2000, the U S. Congress enacted the Workforce Investment Act (WIA) to replace
the Job Training Partnership Act (JTPA). The WIA provides the fiamework for the
One-Stop System, a national workforce preparation and employment system designed
to meet the needs of both employers and job seekers. The WorkPlace, Inc. has been
designated the Local Workforce Investment Board.

The Organization has been awarded various grants by The WorkPlace, Inc. to be the
One-Stop Operator and Provider and the TANF case manager for the One-Stop
System established by the WIA. Currently, the Organization is operating under a two
year contract with The WorkPlace, Inc. that began October 1, 2007, with an option
for a third year.

Financial Statement Presentation
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,
temporarily restricted net assets and permanently restricted net assets

Net Asset Categories

To ensure the observance of limitations and restrictions placed on the use of resources
available to the O1ganization, the accounts of the Organization are maintained in the
following net asset categories:

Unrestricted — Equipment

Net assets reflect the total canrying value after depreciation of all equipment
used by the Organization, less directly related liabilities.

Unrestricted — Undesignated
Unrestricted net assets represents available sources other than donor restricted
contributions. Included in unrestricted net assets are grants and contracts, which
may be earmarked for specific purposes.

Unrestricted — Designated

Net assets are to be used for purposes specified by the Board of Directors.
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NOTES TO FINANCIAL STATEMENTS, Continued

Temporarily Restricted

Temporarily restricted net assets represent contributions that are restricted by the
donor either as to purpose or as to time of expenditure.

Permanently Restricted

Permanently restricted net assets répresent contributions received with the donor
restriction that the principal be invested in perpetuity. The Organization has no
permanently restricted net assets.

Recognition of Support and Revenue
Grants and Contracts

Grants and contracts are generally consideted to be exchange transactions in which
the grantor or contractor requires the performance of specified activities.

Entitlement to cost reimbursement grants and contracts is conditioned on the
expenditure of funds in accordance with grant restrictions and, therefore, revenue is
recognized to the extent of grant expenditures. Entitlement to performance-based
grants and contracts is conditioned on the attainment of specitic performance goals
and, therefore, is recognized to the extent of performance achieved. Grant and
contract receipts in excess of revenues recognized are presented as deferred grant
revenue.

Contributions
Contributions are defined as voluntary, non-reciprocal transfers.

Unrestricted and unconditional contiibutions are recognized as support when
teceived o1 pledged, if applicable. Contributions ate reported as temporarily
restricted support if they are received with donor stipulations that limit the use of
such assets When a restriction expires, that is, when a stipulated time restriction
ends ot a purpose restriction is accomplished, temporarily 1estricted net assets are
reclassified to unrestricted net assets and reported in the statement of changes in net
assets as net assets released from 1estrictions. The Organization’s policy is to
present temporarily restricted net assets received during the year whose restrictions
are also met during the current year as unrestiicted net assets. Contributions
received with donor imposed conditions are presented as deferred support until such
conditions are substantially met, at which time they are recognized as support.

The Organization’s policy is to recognize the expitation of donor restrictions for
contributions of property and equipment o1 the use of contributions restricted for
property and equipment in the year the property and equipment is placed in service.

Furniture, Equipment and Depreciation
Donated property is stated at fair market value as determined by management at the

date contributed. Property purchased is recorded at cost. Depreciation is computed by
the straight-line method over the estimated useful lives of the 1espective assets.
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Maintenance and repair costs are charged to operations as incurired; major renewals and
betterments are capitalized. The costs relating to assets sold or retired are removed
from the account balance at the time of the disposition and the 1elated gains and losses
are included in the change in net assets

Use of Estimates

Management uses estimates and assumptions in prepating financial statements. lhose
estimates and assumptions affect the reported amounts of assets and liabilities, the
disclosure of contingent assets and liabilities and the reported revenues and expenses.
Actual results could vary from the estimates that ate used.

Income Taxes

Career Resources, Inc., a not-for-profit organization operating under section 501(c)(3)
of the Internal Revenue Code, is generally exempt from federal, state and local taxes
and, accordingly, no provision for income taxes is recorded in the financial statements.

Functional Allocation of Expenses

The costs of providing the various programs and other activities have been summarized
on a functional basis in the statements of unrestricted revenues, expenses and other
changes in unrestricted net assets. Accordingly, certain costs have been allocated
among the programs and supporting services benefited.

Programs
Workforce Development

Grants passed through The WorkPlace, Inc. from the U.S. Department of Labor
Wotkforce Investment Act (WIA) and fiom the Connecticut Department of Labor
Jobs First Employment Services program for One-Stop Operator and Providet
services.

Alternative Incarceration Center and Gender Specific Program for Female
Offenders

Grant from the Connecticut Office of Court Support Services Division either directly
ot through a subcontract with another agency.

STRIVE Program

Contributions from the general public, a grant from Connecticut Department of
Labor and a grant passed through The WorkPlace, Inc.

Adult and Youth Programs

Grants passed through The WorkPlace, Inc. from the U.S. Department of Labor
Workforce Investment Act (WIA) and from the Connecticut Department of Laboz

- Jobs First Employment Services program; and program revenue contracts with
various organizations to perform specified activities.
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2. Concentrations of Credit Risk

The Organization's financial instruments that are exposed to concentrations of credit 11sk
consist primarily of cash, and grants and contracts receivable.

Cash

The Organization places its cash deposits with high credit-quality institutions and
such deposits may exceed federal depository insurance limits. The Organization
believes it 1s not exposed to any significant credit risk on cash. In September
2008, the Organization converted its overnight sweep account to a U.S Treasury
money market account. '

Grants and Contracts Receivable

Grants and contracts receivable are evidenced by signed contracts with a variety of
state and federal governments and The WoikPlace, Inc. Based on historical
expetience, management believes these receivables represent negligible credit risk.
Accordingly, management has not established an allowance for potential credit
losses.

Support and Revenue Concentrations

The Organization receives a majority of its support and revenue from federal and
state grants passed through The WorkPlace, Inc. All of these grants ate subject to
reduction or termination in future years. Any significant reduction in these grants
could have an adverse impact on the Organization's program setvices.

3. Furniture and Equipment

Under the terms of a grant agreement with the State of Connecticut Office of Court
Support Services (CSSD), the Organization purchases equipment whereby title rests
with the CSSD . Since the Organization does not have title to the equipment, the
amounts have been excluded from the accompanying statement of financial position and
are expensed in the year purchased.

For the year ended JTune 30, 2009, the Organization did not purchase equipment under a
CSSD grant agieement. As of June 30, 2009, a total of §16,557 of equipment purchases
has been expensed under this grant agreement with CSSD for the Gender Specific
Program for Female Offenders
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NOTES TO FINANCIAL STATEMENTS, Continued

4. Deferred Grant Revenue

For the year ended June 30, 2009, deferred grant revenue consisted of the following:

Connecticut Department of Corrections
Nonresidential Program

The WorkPlace, Inc :
Green Training Program
STRIVE _

U 8. Department of Labor Prisoner
Re-entry Program

U S. Health and Human Services
Responsible Fatherhood Program

Connecticut Department of Public Utility
Control PEGPETIA Grant '

5. Net Assets

On January 14, 2000, the O1ganization's Board of Directors designated unrestricted net
assets for various purposes. During the year ended June 30, 2009 no amounts were

$291,741

211,163
1,165

209,931
36,296
8.760

$759.056

released from the designations As of June 30, 2009, the Board of Directors’

designations consisted of the following:

Cash flow reserve

Funds to support additicnal capacity
and personnel _

Funds to address miscellaneous needs
and expenses

Funds to address increased marketing
needs and expenses

Funds to promote lifelong learning and
economic self-sufficiency for graduates

$222,579
57,000
20,000
9,239

8,891

$317,709
Temporarily restricted net assets consisted of the following at June 30, 2009:
Balance Balance
at June 30, at June 30,
2008 Addition Release 2009
STRIVE program $50,000 $27.114 $ - $77,114
Website development 235 - (235) -

$50.235 $27.114

$ (235) $77.114
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6. Profit Sharing Plan

The O1ganization has established a profit sharing plan in accordance with Section 401(k)
of the Internal Revenue Code. Employees are eligible for participation in the plan after
six months of employment and after they reach 21 years of age. The Organization is
required to match patticipant's contributions up to 1.5% of annual compensation. For
the years ended Tune 30, 2009 and 2008, $19,849 and $21,982, respectively, has been
tecorded as an expense under the [.5% matching requirement of this plan

In addition, under the plan the Organization has elected to make additional contributions
to the plan as a fixed percentage of compensation. The Organization has the right to
change this fixed percentage in accordance with the plan documents. For the years
ended June 30, 2009 and 2008, the Organization has elected to contribute 5% of eligible
employee compensation. For the years ended June 30, 2009 and 2008, $104,288 and
$97,082 respectively, has been recorded as an expense under this portion of the plan.

During the year ended June 30, 2008, the Organization recognized $7,624 of forfeitures
which wete recorded as prepaid expenses. The Organization reduced their required cash
contributions by these forfeitures in accordance with plan documents.

7. Commitments
STRIVE Trademark License

The Organization has been granted a non-exclusive license fiom East Harlem
Employment Services, Inc. (“EHES”) to use the STRIVE trademark EHES owns the
STRIVE trademark and has developed a distinctive and proprietary system to help
unemployed men and women find jobs and achieve financial independence. The
Organization must adhere to the STRIVE guidelines which delineate basic mission,
operating benchmarks and principles, outcome standards and activity standards for
the program. As pait of the agreement, EHES will provide the Organization with
training, technical support and guidance.

350 Fairfield Avenue, Bridgeport, Connecticut

The Organization leases its corporate office space at 350 Fairfield Avenue,
Biidgeport, Connecticut.

In July 2005, the O1ganization entered into a new 5 year lease for 9,249 square feet of
office space at 350 Fairfield Avenue for an annual minimum rent amount of $131,336
directly with the owner of the building. The lease calls for annual minimum rent to
be paid in monthly installments of $10,945, except for the month of July 2005 when
no monthly rent was due. In addition, the Organization is required to pay for
electricity at $1.75 per square foot and, beginning in January 2006, its proportionate
share of the increase in operating expenses and property taxes over the base year
(calendar 2005). The Organization has an option to extend the lease beginning Tuly 1,
2010 for an additional 5 years for an annual minimum rent of $151,036, to be paid in
monthly amounts of $12,586.
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The Organization was provided a Fit Up Allowance (the “Allowance”), not to exceed
$92,490, to paint, re-carpet and construct demising walls  If the actual cost of the
work performed was less than the Allowance, the Organization would be provided
with a credit for the difference that would be applied on a monthly basis over 120
months. If the Organization does not exercise the option to extend the lease an
additional 5 years, the balance of the credit will be paid to the Organization in June
2010.

In October 2005, the Organization was notified that the unused portion the Allowance
was $54,430. The landlord issued a credit of $1,814 for the period of July through
October 2005 and beginning in November 2005, $454 is being credlted to the
monthly rent.

The Organization is negotiating with the landlord of office space at 1085 Maln Street,
Bridgepott, to relocate their corporate offices.

For the years ended June 30, 2009 and 2008, rent expense for corporate space and space
utilized for the One-Stop Center, net of the monthly Allowance credit, amounted to
approximately $154,000 and $150,000, respectively.

Future minimum lease payments, net of the monthly and unused balance of the
Allowance credit, as of June 30, 2009 is approximately $115,000.

8. Subsequent Events
Management has evaluated subsequent events through December 11, 2009, the date

which the financial statements were available for issue and has determined that no
events have occurred that would impact the financial statements.
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CARTER CERTIFIED

PUBLIC
ACCOUNTANTS

HAYES |
1952 WHITNEY AVENUE
HAMDEN
+ ASSOCIATES, P.C. . CONNECTICUT
INDEPENDENT AUDITORS' REPORT ON 2
THE SUPPLEMENTARY INFORMATION FAX {203) 287-3905

www carterhayes com

Board of Directors
Career Resources, Inc.
Bridgeport, Connecticut

Our report on the audit of the basic financial statements of Career Resources, Inc. appears on
page 1. We conducted our audit in accordance with auditing standards generally accepted in the
United States of America for the purpose of forming an opinion on the basic financial statements
taken as a whole.

The information contained in the supplemental schedule is presented for the purpose of
additional analysis and is not a required part of the basic financial statements. Such information
has been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, is fairly stated in all material respects in relation to the basic
financial statements taken as a whole.

(s, thyss - Absds

Hamden, Connecticut
December 11, 2009
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