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Karen M. Olson INDEPENDENT AUDITOR’S REPORT

To the Board of Directors of
Working in the Schools, Inc.:

We have audited the accompanying statements of financial position of Working in the
Schools, Inc. (WITS) (a not-for-profit organization) as of June 30, 2005, and the related
statements of activities, cash flows and functional expenses for the year then ended. These
financial statements are the responsibility of WITS’ management. Our responsibility is to
express an opinion on these financial statements based on our audit. The financial statements of
Working in the Schools, Inc. as of June 30, 2004 was audited by other auditors whose report
dated September 13, 2004 expressed an unqualified opinion on those 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 misstatements.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes 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 WITS as of June 30, 2005, and the related statements of
activities, cash flows and functional expenses for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

Liwgon v Hoprulteas

DUGAN & LOPATKA
Wheaton, Illinois
August 23, 20006
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WORKING IN THE SCHOOLS, INC.

Statements of Financial Position

Current Assets:
Cash and cash equivalents
Contributions receivable
Other receivables
Current portion of contributed rent
Prepaid expenses

Total current assets
Non-Current Assets:
Equipment, net
Security deposits
Contributions receivable
Long-term portion of contributed rent
Permanently restricted cash

Total non-current assets

Total assets

Current Liabilities:
Accounts payable and accrued expenses
Accrued payroll and vacation pay
Deferred revenue
Total current liabilities

Commitments

Unrestricted
Temporarily restricted
Permanently restricted

Total net assets

Total liabilities and net assets

June 30, 2005 and 2004

ASSETS

LIABILITIES

NET ASSETS

2005 2004
125,805 30,451
30,000 48,360
5,030 1,791
32,560 -
4312 3,402
197,707 84,004
20,121 3,944
] 1,400
56,668 112,832
74,000 -
10,000 10,000
160,789 128,176
358,496 212,180
13,293 55,548
9,012 6,512
] 4,000
22,305 66,060
132,964 (22,372)
193,227 158,492
10,000 10,000
336,191 146,120
358,496 212,180

The accompanying noles are an integral part of these financial statements.
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WORKING IN THE SCHOOLS, INC.

Statements of Cash Flows

For the years ended June 30, 2005 and 2004

Cash flows from operating activities:
Contributions and grants received
Interest received
Cash paid to suppliers and employces

Net cash provided by (used in) operating activities

(ash tlows trom investing activities:
Purchase ot tixed assets
Cash recerved on security deposits

Net (decrease) in cash and cash equivalents

Cash and cash cquivalents at beginning of year

Cash and cash equivalents at end of year

Reconciliation of change in net assets to net cash
provided by (used in) operating activities:
Change in net assets
Adjustments to reconcile change in net assets to
net cash provided by (used in) operating activities:
Depreciation
Changes in other operating assets and liabilities:
(Increase) decrease in assets:
Contributions receivable
Other receivables
Prepaid expenses
Increase (decrease) in liabilities:
Accounts payable and accrued expenses
Accrued payroll and vacation pay
Deferred revenue

Net cash provided by (used in) operating activities

2005 2004
$ 1,004,023  $ 864,988
1,044 85
(888,489) (867,141)
$ 116578  $  (2,068)
h (22,624) b -
1,400 -

$ (21,224) % -
$ 95,354 $ (2,068)
30,451 32,519

$ 125805 § 30451
$ 190,071 $  (50,191)
6,447 14,173
(34,536) 22,323
(739) (360)
(910) (579)
(42,255) 11,442
2,500 (2,876)
(4,000) 4,000
$ 116578  $  (2,068)

The accompanying notes are an integral part of these financial statements.
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WORKING IN THE SCHOOLS, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2005 AND 2004

(1) NATURE OF ACTIVITIES AND SUMMARY QF SIGNIFICANT ACCOUNTING
POLICIES:

This summary of significant accounting policies of Working in the Schools, Inc. (WITS)
is presented to assist in undertaking WITS’ financial statements. The financial statements and
notes are representations of WITS’ management who is responsible for their integrity and
objectivity. These accounting policies conform to accounting principles generally accepted in
the United States of America and have been consistently applied in the preparation of the
financial statements.

Nature of activities -

WITS was incorporated on March2, 1993. WITS’ initial program was Classroom
Assistants, a tutoring and mentoring program involving community members. This program
provides volunteers to support the education and development of children in the Chicago Public
Schools.

The Workplace Mentoring Program transports elementary school students to corporate
workplaces for tutoring and mentoring.

During the year ended June 30, 2001, WITS began a new tutoring program called Power
Lunch. A lunchtime literacy and mentoring program, Power Lunch, matches elementary school
students with corporate and government volunteers transporting volunteers to the schools.

In January, 2003, the WITS Junior Board launched a new Saturday Program. At Walsh
Elementary School, volunteers attend weekly sessions to work one-on-one with students on
various reading related tutoring activities.

In February, 2005, WITS entered into an agreement to implement the Experience Corps
program. The program mobilizes time, talent, and experience of older adults in service of local
schools.

Financial statement presentation -

WITS reports 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. WITS is by definition considered a voluntary health and welfare
organization since it receives its support primarily from the general public to be used for specific
community services.
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a) NATURE QOF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES: (Continued)

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

Cash and cash equivalents -

For purposes of the statement of cash flows, WITS considers all highly liquid debt
securities purchased with an initial maturity of three months or less to be cash and cash
equivalents, excluding cash held for permanently restricted net assets.

Equipment -

Equipment is carried at cost. WITS capitalizes all equipment additions greater than or
equal to $500. Depreciation is computed on a straight-line basis over the useful lives of the
respective assets ranging from 3 to 7 years. Significant donated property and equipment is
recorded at fair market value at the date of donation. Repairs to equipment are expensed in the
period in which such costs occur. Upon the sale or retirement of any capitalized assets, the cost
and related accumulated depreciation are eliminated from these respective accounts and the
resulting gain or loss is included in the statement of activities.

Revenue and support recognition -

WITS reports gifts of cash and other assets as restricted support if they are received with
donor stipulations that limit the use of the donated assets. When a donor restriction expires, that
is, when a stipulated time restriction ends or purpose restriction is accomplished, temporarily
restricted net assets are reclassified to unrestricted net assets and reported in the statement of
activities as net assets released from restrictions.

Unconditional promises to give -

Unconditional promises to give, less an allowance for uncollectible amounts, are
recognized as contributions receivable and support in the period in which the promise is made.
Contributions receivable in excess of one year are discounted to their net present value. The
discount on those amounts is computed using risk-free rates applicable to the years in which the
promises are received.
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(1) NATURE QF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES: (Continued)

Donated services -

No amounts have been reflected in the financial statements for donated services. WITS
generally pays for services requiring specific expertise. However, more than 1,600 individuals
volunteer their time and perform a variety of tasks that assist WITS with its tutoring programs,
fundraising solicitations, and various committee assignments. WITS received more than 135,000
hours served by volunteers working in the schools during the 2005 and 2004 year.

These services have not been recognized since they either do not require specialized
skills or would not typically be purchased had they not been provided by donation.

Contributed service -

Contributed professional services are recognized if the services received a) create or
enhance long-lived assets or b) require specialized skills, are provided by individuals possessing
those skills, and would typically need to be purchased if not provided by donation.

In-kind contributions -

Amounts reflected in the accompanying statements as in-kind contributions are measured
at fair value.

Functional expenses -

The costs of providing the various programs have been summarized on a functional basis
in the statement of activities. Accordingly, certain costs have been allocated among program
services, management and general and fundraising expenses based on direct salary expense and
relative use of facilities.

Income taxes -

WITS is a not-for-profit organization exempt from income taxes under Section 501(c)(3)
of the Internal Revenue Code. Therefore, it is not subject to income taxes, unless it engages n
activities that are unrelated to its exempt purpose. Accordingly, no provision for income taxes
has been recorded in the accompanying financial statements.



(2) CONTRIBUTIONS RECEIVABLE:

Contributions receivable consisted of the following:

2005 2004

Unconditional promises to give before
amortized discount ) 90,000 $ 172,700
Less - Unamortized discount 3.332 11,508

Net unconditional promises to give $ 80,668 3 161,192
Amounts are due in:

Less than one year $ 30,000 $ 48,360

One to five years 56,668 112.832

$ 86,008 § 161,192

Four parties account for 100% of the contributions receivable in the current year and six
in the previous year.

(3) EQUIPMENT:

Equipment consisted of the following:

Unrestricted
June 30,
2005 2004
Equipment $ 60,962 $ 100,653
Less - Accumulated depreciation 40,841 96.709
$ 20121 § 3,944

Depreciation was $6,447 and $14,173 for 2005 and 2004, respectively.

(4) TEMPORARILY RESTRICTED NET ASSETS:

Temporarily restricted net assets are time restricted and available for use in the period the
contributions are received or in the year the rental payment is due.
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(3 PERMANENTLY RESTRICTED NET ASSETS:

Permanently restricted net assets are held in the cash accounts and are restricted in
perpetuity. Investment income from the permanently restricted in investments, is temporarily
restricted for expansion, recruiting, training and transportation and can be disbursed for those
purposes only upon Board approval of request.

(6) LEASES:

WITS entered into an operating lease in April 2005 for office space with a lease term from
August 2005 to July 2008. The lease agreement requires WITS to pay monthly for common area
expenses with the base rent being donated. The base rent of $2,960 per month is determined by the
total square footage occupied by WITS. During the year ended June 30, 2005, WITS was asked to
move. The new space is represented by a lease that requires the payment of the expense portion of
the fair market value of the square footage rent. The remaining portion of the rent is reported as
donated facilities revenue of $106,560 and is recorded temporarily restricted in 2005. The
restrictions will be released over the three year lease term.

(7)  CONCENTRATIONS:

WITS maintains its cash primarily with banks located in Illinois. The cash balances are
insured by the FDIC up to $100,000 per bank. At June 30, 2005, WITS’ cash balances on
deposit exceed federally insured limits by approximately $20,000.



