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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors -
Workmg in the Schools, Inc

Wc have audlted the aceompanymg statemem; of financ1a1 posmon of Workmg in the Schools |

N 1Inc' (WITS) (a not-for-profit organization).as of June 30, 2010 and 2009, and the related statements of -

“activities, cash-flows and functional expenses for-the years then ended. These financial statements are -
- the responslbxhty of WITS’ management, Our responsrblhty is to express an oprmon on these financral L

N

‘ statements based on our audlts

We conducted our audlts in accordance with audltmg standards generally accepted in the Umted '

" E "States of America. Those standards require that we plan and perform the audit to obtain reasoniable
' assurance about whether the financial statements are free of material misstatements.. An audit includes
-examining, on a test basis; evrdence _supporting the amounts and disclogures in the financial stateruents.. -

i An-audit also includes assessing the; accounting principles used and mgmﬁcant estimates made by
- management,-as' well ‘as evaluating. the overall ﬁnancral statement presentam)n We beheve that our

o audits prov1de a reasonable ba31s for our oplmon

- Inour oplmon, the financial statements referred 10 above present fa1rly, in-all matenal respects
* the financial position of WITS' asof June 30, 2010 and 2009, and the changes in its net-assets, cash

flows ‘and functional expenses for the years then ended in confonmty wrth accountmg prmclples
: generally accepted in the Umted States of Amerlca A ,

])uqand r /{0

~ = . DUGAN &. LOPATKA
- Wheaton, Illinois
‘ Septer‘nber 28,2010

AFFILIATE ..

N N PAC T:,j

“INTERNATIONAL NETWORK OF -
PROFESSIONAL ACCDUNTANTS -
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_ 2010 2009

ASSETS
CURRENT ASSETS - | -
" Csh and cash equivalents : 0§ 292420 $ . 231,146
- Pledges recejvable o 118,899 27,295
~ Grants receivable o : 65,000 " 72,000
 QOther receivables = IR ' I . 9431 . . 3,506
. Investments : . 178,120 170,707

 Prepaid expenses o 1,112 - 5473

Total current assets o sissm _ slonr

NON:CURRENT ASSETS: C ST
' Property-and equipment, net L e 34,952 . . 42,407

Long-term portion of pledges recexvable | 9435 . . ... 9435 . -

Security-deposit- -~ PRI . 6,085 - 9,085

Permanently resmctedeash c _' 10‘,000._ IO 000 -

Totalnon-cmemassets o e04m2 70927;;,

Totalassets R LT e $-_7636,05_4;,.,$_;.58-1,,054‘

o  LIABILITIES AND NET ASSETS
' Accountspayableandaccmed expenses L e 8 4399 8 10,632
Accmedpayrollandvacanonpay c S 25,730 0 017,536

Deforredrent S 3o - 37423
) . ,

Total current habﬂmes | R SR - r B
COMMITMENTS | -
NET ASSETS:

Unrestricted .~ | B 410874 . 381,155
‘Temporarily resiricted © S ' 147,841 - 124,308

Permanently restricted | _ . loooo . 10,000

Total petassets o se8715 515463

Total abilities and net assets o $ 636,054 $ 581,054

. The accompanymg notes are. an integral part of this financial statement.
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WORKING IN THE SCHOOLS. INC.

STATEMENT OF CASH FI.OWS

' FOR THE YEARS ENDED JUNE 30. 2010 AND 2009

CASH FLOWS FROM OPERATING ACTIVITIES:
Contributions and grants received
Interest and dividends received
Cash paid to suppliers and employees

Net cash provided by (used in) operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Proceeds from the sale of investments
Purchases of investments
Purchases of equipment

Net cash (used in) investing activities
. Net change in cash and cash equivalents

CASH AND CASH EQUIVALENTS, Bcgmnmg of year
CASH AND CASH EQUIVALENTS, End of year

RECONCILIATION OF CHANGES 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

Loss on disposal of fixed assets

Non-cash portion of rent contributed in prior year

Donated fixed assets

Unrealized (gain) loss from investment

Realized loss from investment

Changes in other operating assets and liabilities:
Decrease in pledges receivable
Decrease in contributions receivable
(Increase) decrease in grants receivable
(Increase) in other receivables
(Increase) decrease in prepaid expenses
(Increase) decrease in security deposit
Increase (decrease) in accounts payable and accrued expenses
Increase in accrued payroll and vacation pay
Increase (decrease) in deferred rent

Net cash provided by (used in) operating activities

The accompanying notes are an integral part of this financial statement.

EXHIBIT 3

2010 2009
$ 986,783 $ 887,988
5,995 10,855
(928,444) (941,121)
64,334 (42,278)
- 20,016
- (218,827)
(3,060) (33,208)
(3,060) (232,019)
61,274 (274,297)
231,146 . 505,443
$ 292,420 $ 231,146
$ 53,252 $§ (145,512
10,518 . 6,045
- 900
- 2,960
- (10,000)
(7,415) 27,689
- 416
8,396 27,358
- 35,000
7,000 (8,000)
(5,925) (3,386)
(6,239) 18,711
3,000 (5,986)
(6,234) 6,352
8,194 1,202
(213) 3,973

$ 64,334

$  (42,278)



“JI2WoNe)s [eronenyy st Jo wed peiSajay we axe sajou Jujluedwoooe sy,

OLy'iee ¢ 621°LLT $ 6v8'6L §$ T6v'089 $ veS'90I $  968'T9 §  LILLS &  SSE'S0T $ 06T §
6¥8'61 LEY 708 01981 LTt cE 99 £86°1 669°€1
096'e 096'8 - - - - - - -
$59°1 8 ove'l TEE ] : £8 £8 €8
11611 0 | 1473 L88'6 906'1 o'l L0 BL6'T 658°'C
€SE°11 €68'F 8¢k 790'9 691°1 LS9 LS9 978°1 €SL'1
pee‘y 181°' €12 - - - - - -
0l6‘g 99¢ (1] £ ¥E0°0 $97'1 1324 06 198°1 421
815°01 LST1'1 1€9 OEL‘8 €801 L¥S L6 679'C 78T
656°1 91z 8IT $Z9°'1 191 £ 9LT 9L . 0oF oLy
€9T'EL 650°8 96E'y 808°09 T $65°9 £65°0 91€‘81 €85°L1
147 ¥8¢E 06 ove'l 6T Vel PET PLE 65¢
LLg'or L6581 E10°1 LOO¥1 00T 6151 6151 6IT'¥ 050y
609°0p L¥S'1 8L 00E'8E 018's 1€€°S 14438 056°6 €86°91
6LI'ES 1€6'C LTL'WE 125°C1 158'T LOE'1 PLST 96"y 618'%
99p'LE (AR V't 860°1€ S66°S TLE'E TLE'e L9g'6 66'8
9ET 6T 91T’ ysL'1 99Z°vT 8L9Y 1€9'2 1€9°C 60E°L LIO'L
L9E‘E - Th0'e ¢TE - - 001 cTT -
890°01 80T‘1 124 95e°8 119°F 906 9206 L1S'e ) S
LET'T - - LET'1 - LET'T - - -
16E°88 16£°88 - - - - - - -
95Z‘9 (443 €181 190°v - 118 €Tl 12T 1951
(314 - - (14 - - 6F - -
01606 - - Ov6'06 €8L'E 0ge 881'1 €10°LE ozE'3Y
9cgs 960'€ 991 $6T'T (444 6vT < 169 €99
PR'IOr $§ SHE'TY $ 689'CC 0§ 0IR9EE §  ZIS'SS $ STTCE §  BIBEE $  966°001 $  6TT'ROI §
®oL Smyses Te1ouad smre1goid PO uresdorg SIIEISISSY Suptouapy goun'y
-pung pue JeloL, Apreg Aepinyeg WOOISSe] ) aoujdyrom Iamog
MmawRSeney sureISo1g
U102 "0 ANTNT QIANH VAL 90T 5904
SHSNAIX T TYNOITONIT 20 INAWIIVIS
“ONI "STO0HDS THI NI SNGHOMA
TIoT988d o

uonepodsuen asiojdug
puiy-y/sosuadxa pooypIlyD A[req
suondizosqns pue sanp dmysIoquuapy
suonepas ofqud pue Sopay1eN
soueuaew wawdinbg

sagrejo yueq

sasmadxs Smaopw
asuadxa jremsuo))
uonemaxda
Aomoarg

1y

A1aarjep pue agwsoq
auoudajaf,

sopddns weidosd pue 20110
5§39 [BUOISSIjOI]

siyaueq safopdnrg

saxe f[oided
STLOSNEI[AOSIIN
soueInsO]

sastradyo preoq Jomng
SJU2A2 jeroads

JnodojoAap [BUOISS9I0I]
woperaardde pae Surmen IaaunoA
uonenodsaen sng

ssoneayqnd pue Sunmig

salre[es



"USWSIES Jeroueuly I Jo 11ed [e13ain; ue are ssjon SmAmedmooos ay],

6CL'800°T § T1E0°LET $  L9S'SPI § IEI'€Z0 §  1£8°'t6 $ sphi'st $ 8S5't6 § 8SO'loT $  666'681 $
bi6'sT 961 1.9 LO1°S1 1951 - 90¢ £89°1 CCET1
€181 - - Si8°1 SL8'1 - - - -
$95°1 8L PLI'T (413 8L - 3L 8L 8L
€6T°T1 060'C £v8°1 09€°8 865°1 8¢L - 62T'1 785'T €1zt
LL8'TL 06%°L £6L P6S°E L89 T LIE 678 o111 156
090'¢ % 2| LTl - - - - - -
88191 - 88v‘01 - - - - - -
68L'S €68 88L 80I'V LI8 Sit 659 LET'T 080°1
S0 LZ0'1 L06 HI'p 982 £9¢€ 09 69C'1 880°1
y98°C L3Y 0cy L6l e Tl 98T 109 91¢
Vbl 'OL 920°T1 TI9°01 901°8t L61'6 YTy $L0°L 9SR PI VEL'TT
0op'T 659 cTE oLyl 18¢C Ot 91T 1214 S6E
80e°C1 760°T 9p8'1 0LE°8 009°1 6EL 1€T°1 SRS‘T S1T'
€20'1T 601 - 916'0C 865°T - 0T’z 6ST°ET 626'c
106%S SLL'S 0r8‘oz 987'Te POT'y P8 Y TLI'E 966'9 080°0
£08°0¢ LS9'6 0zs‘s 979°8¢ $8E‘L 80¥°€ 089°c 6Z6°11 szz'ol
0z0‘sg £S6'S £6T°S Pig'ee €SSy 101°T TOS°E yoe°L 1204
TsLtl EST'L £€6'T 999°C 6¢ ¥s IS 9EL 1r6
6L5°6 879°1 LEV'T 14090 STl GLS 856 Z10°T L'l
W'y - - We'y - W'y - - -
€886 £82'86 - - - - - - -
98¢°8 1454 8P°T 069'S - SLOT c9t 890°C 8¢
6L - - 6L - - 6L - -
LY9°68 - - L¥9'68 (449 - 008°Z1 ShE'eE 086°zy
76681 9%°6 L'l 808‘L £64°1 689 8V1°1 . 1P 190
LoL'vey $  OTI'OL $ 9819 § S9L'TOE $ 9T9'ES $  6hLYT §  LIV'6r § 1656 $ 7T8908 §
0L, Surster [RIoUa3 smeISoid pooypmID) werdarg SEsIssy | SuLIomapy gour]
-puny pue ei0], Ajreqy Aepimeg WOOISSELD) aoepdyIom M0
Joma3emey sureIgorg
SHSNAIXH "TYNOLLONII 0 INTWALVIS
“ONISTOOHRJS 4RI NT ONDIE0MA
TI0 7 agey

uonencdsuen aafoiduyg
pupy-ui/sasuadxa pooyppy) A1ieq
suondirosqns pue sanp digsioquuagy
suonepes sqnd pue Sopayie
somensyuren owdinby

sedreyo yueq

sosuadxa SulAOp
ssuadya uensuc)

nonersaxdaq
fpoinsalg
blie): ¢

Araazjep pue ofejsog

suoydsjay,

sorjddns uresSoxd pue so110
$39] [eHOISSYOI]
siyauaq aafopdmyg

SIXE) [JosAeq
SNOJUR[ISIN
JOUBINSUY

sasuadxa preog Jomng

STU2A3 Jeroadg

mowdofeaap [EHOISS9Joid
woneisardde poe Summen paumo
uoneliodsmen sng

suoneatjqnd pue Somuug

saLrerEs



WORKING IN THE SCHOOLS, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2010 AND 2009

[6))] NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

This summary of significant accounting policies of Working in the Schools, Inc. (WITS) is
presented to assist in understanding 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.

The financial statements were available to be issued on September 28, 2010, with subsequent
events being evaluated through this date.

Nature of Activities -

For the year ended June 30, 2010, WITS’ volunteers donated a total of 29,716 hours to help
children learn the skill and love of reading. WITS worked with 24 partnering organizations and is in
26 schools around the city. Currently, WITS’ volunteers consist of corporate and government
employees, retirees and community -volunteers: of all ages and backgrounds pamc:paﬂng m the.
following five programs; .

Power Lunch: A lunchtime literacy and i:nentoring program pairing elementary school students
and business volunteers for one-on-one reading. Power Lunch promotes the skills and love of reading
through'reading aloud, sharing favonte stories and talking about books. I :

Workplace Mentoring: Workplace Mentoring is an after-school program where third through
sixth grade students ‘are transported by bus to a corporate office where they are matched with.
- employees for one-on-one, 1.5 hour tutoring/mentoring sessions.

Classroom Assistants: This program, comprised of retirees, homemakers and community
volunteers, formed the backbone of the WITS program during its initial years. The majority of
Classroom Assistants volunteer at least three hours each week, working with individual students or with
-small groups in their assigned classroom.

Saturday_Program: More than 50 young Chicagoans participate in the Saturday Program,
volunteering weekly or partnering up to tutor on alternating weekends. Launched by the Junior Board
in 2002, the program entails two-hour sessions based on a one-on-one curriculum of reading and
phonics.

Early Childhood: WITS newest program, Early Childhood, buses volunteers for two-hour,
one-on-one reading sessions with preschool students (three- and four-year olds). Trained by Erickson
Institute staff in “dialogic reading”, a technique for reading aloud, volunteers read with students for
twenty-minute intervals, allowing each child to be actively involved in telling the story.




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

(Continued)

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.

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 ﬁnaumal statements and the reported amounts of revenues and expenses during the
reporting penod 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. :

Recelvables -

Recelvables represent contnbutlons .grants and pledges due to- WITS from corporatmns
foundations, individuals and government agencies. Receivables are valued at management’s estimate of
. the amount that will ultimately be collected. The allowance for doubtful accounts is based on specific
identification of uncollectible accounts.

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.

Deferred Revenue -

WITS reports cash received in advance of events as deferred revenue.



4)) NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

(Continued)

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.

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 1,200 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 29,716 and
37,292 hours served by volunteers working in the schools during the 2010 and 2009 school years,
respectively.

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 and 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.



WITS is a not~for-proﬁt orgamzauon 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 in activities that

_ are unrelated to its exempt purpose. Accordingly, no provision for income taxes has been recorded in

the accompanymg ﬁnanmal statements.

(2) __PLEDGES RECEIVABLE:
Plédges re_ceivable c_onsisted of the following:

. S 2010 2009
Uncondmonalprommestonge T L e e
before amortized discount.. - S % 30,000 $ 40,000 -
Less - Unamomzed_d_xscount, : . ' 1,666 3,270._

L Netuncoxidiﬁonalpromises-to-_give e 3. f-;g,@!_;g'_ $ 36 J30
Ammmtsareduem ST R
" Less'than one year - S § 18,899 0§ 0 27,295 -
- Ome o five years. B 0435

| )

o | One party accounts for 100% of the pledges recelvable in the current and prevmus year
mem - L

| WITS investments are carried at fair value and at June 30, 2010 and 2009 are summarized 25

_ follows: | |
2010 2009
. Cost =  FairVale __ Cost _ - _Fair Value

‘Common stock $ 198,408 §_ 178120 $ 170,707
Total investment return consists of the following for the years ended June 30, 2010 and 2009:

2010 ___2009
Tnterest and dividend income $ 595 $ 10,85
" Unrealized gain (l0ss) on investments 7,415 (27,689
Realized loss on investments _ _ - _(416)

Total investinent return R $ 13410 § (17250




4 FAIR VALUE MEASUREMENTS:

The Accounting Standards Codification (ASC) for Fair Value Measurements establishes a single
definition of fair value and a framework for measuring fair value, sets out a fair value hierarchy to be
used to classify the source of information used in fair value measurement and expands disclosures about
fair value measurements required under other accounting pronouncements. It does not change existing
guidance as to whether or not an instrument is carried at fair value.

The ASC established market and observable inputs as the preferred source of values, followed
by assumptions based on hypothetical transactions in the absence of market inputs.

- The valuation techniques are based upon observable and unobservable inputs. Observable
ipputs reflect market data obtdined from independent sources, while unobservable inputs reflect WITS’
market assumptions. These two types of inputs create the following fair value hierarchy:

Level 1 - Quoted prices in active markets for identical asset or liabilities.

Level 2 - Observable inputs other than quoted prices included in Level 1, such as quoted
prices for similar assets and liabilities in active markets; quoted prices for identical or
similar assets and liabilities in markets that are not active; or other inputs that are
observable or can be corroborated by observable market data. If the asset or liability has
a specified (contractual) term, the level 2 input must be observable for substanna]ly the -
full term of the asset or liability. , ,

Level 3 - Unobservable inputs that are supported by little or no market activity. and that
are significant to the fair value of the assets or liabilities. These inputs reflect .
management's own assumptions about the assumptions a market participant would
use in pricing the asset or liability. This includes certain pricing models, discounted
cash flow methodologies and similar techniques that use significant unobservable inputs.

Following is a description of the valuation methodologies used for assets measured at fair value.
There have been no changes in the methodologies used at June 30, 2010 and 2009.

Mutual Fynds: AValued at the nef asset value (NAV) of shares held at year end.

Assets Measured at Fair Value on a Recurring Basis:

Fair values of assets measured on a recurring basis at June 30, 2010 and 2009 are as follows:

Assets at Fair Value as of June 30, 2010
Description Tevel 1 Level 2 Level 3 Total

Investments - Mutual Funds $ 178120 § - 3 - $ 178,120




“ FAIR VALUE MEASUREMENTS: (Continued)

Assets at Fair Value as of June 30, 2009
Description Level 1 Level 2 Level 3 Total

Investments - Mutual Funds $_170,707 $ - 3 - $ 170707

Certain assets and liabilities are measured at fair value on a non-recurring basis, and therefore
not included in the preceding table. :

(5) ____ PROPERTY AND EQUIPMENT:

Property and equipment consisted of the following:

2010 ‘ 2009

Equipment . $ 57,539 § 57,605
- Leasehold improvements 20,161 . 20,161
_Less - Accumulated depreciation 42,748 35,359

$ .. 34952 § 42,407

Depreclatlon was $10 518 and $6,045 for 2010 and 2009, respectively.
(6 TEMPORARILY RESTRICTED NET ASSETS:

Temporarily restricted net assets consist of the following as of June 30:

2010 2009

Time restrictions : $ 03,334 §$ 36,730
Purpose restrictions - Power Lunch 54,507 87.578
Total temporarily restricted net assets $ 147,841 §_ 124308

€)) 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 investments is temporarily restricted for expansion,
recruiting, training and trapsportation and can be disbursed for those purposes only upon Board
approval of request.



(8) LEASES:

In October, 2008, WITS signed a new seven-year agreement for an office lease at a new location.
The lease included a six-month rent deferral period prior to the beginning of the lease term, followed by
monthly payments of $6,085. The lease expires in 2016 and includes an option to extend the lease five

additional years.

Deferred rent of $37,210 relating to the six months rent deferral is included on the balance sheet
and will be amortized over the initial lease term.

WITS also has an equipment operating lease requiring thirteen quarterly payments of $310 and a
copier lease with sixty monthly payments of $350. At June 30, 2010 and 2009, rent expense was $73,263
and $70,744, respectively.

The future minimum lease payments are as follows:

2011..: $ 75,150
2012 76,975
2013 - 78,801
2014 80,626
2015 82,452
Thereafter 69.978
$ 463,982

)] CONCENTRATIONS:

WITS maintains its cash primarily with banks located in Illinois. The cash balances are insured
by the FDIC up:to $250,000 per bank. At June 30, 2010, WITS has a concentration of cash at
Shorebank in the amount of $420,567 that exceeds the federally insured limit of $250,000 by $170,567.
There were no cash concentrations greater than the federally insured limit at June 30, 2009.



