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1529 St. Clair Avenue * Cleveland, OH 44114
(216) 687-0220 « FAX: (?16) 687-0224

SIS

SAMUEL, KELLOGG & CO., INC.
CERTIFIED PUBLIC ACCOUNTANTS *

INDEPENDENT AUDITOR'S REPORT

To the Board of Directors of
VOCATIONAL GUIDANCE SERVICES
VOCATIONAL SERVICES, INC.
VGS, INC.
Cleveland, Ohio

We have audited the combined statements of financial position of Vocational Guidance
Services, VGS, Inc., and Vocationzal Services, Inc. {(non-profit organizations), as of December 31, 2000,
and the related statements of activities, statements of functional expenses, and statement of cash
flows for the year then ended. These financial statements are the responsibility of the organization's
management. Our responsibility is to express an opinion on these financial statements based on
our audit.

We conducted our audits in accordance with generally accepted auditing standards and
the standards applicable to financial audits contained In Government Auditing Standards, issued by
the Comptroller General of the United States. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounis 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 apinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Vocational Guidance Services, VGS, Inc. and Vocational Services, Inc., as of
December 31, 2000, and the changes in its net assets and its cash flows for the year then ended in
conformity with generally accepted accounting principles.

ADOO e e e I Y 1. U

infurmation for the year ended December 31, 1588, is presented for comparative purposes
only and was extracted from the financial statements presented for that year, on which an ungualified
opinion dated March 30, 2000, was expressed.

Sewn-w:.Q., Kﬂﬂl&m—d" Co. M

SAMUEL, KELLOGG & CO., INC.
Cleveland, Ohio

May 21, 2001
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VOCATIONAL GUIDANCE SERVICES
VOCATIONAL SERVICES, INC.

VGS, INC.

STATEMENT OF CASH FLOWS i
FOR THE YEARS ENDED DECEMBER 31,

OPERATING ACTIVITIES:
Change in net assets
Adjustments to reconcile change in net assets
to net cash provided by operating activities:
Depreciation

Recognition of donation made in a prior year and for which

the asset is recognized in the current year
Investment return in excess (less than) of amounts
designated for current operations
Changes in operating assets and liabilities:
{Increase) in accounts receivable
Decrease {Increase) in inventories
(Increase) in prepaid expenses and other assets
Increase (decrease) in accounts payable
(Decrease) In accrued expenses
and other liabilities

Net cash provided by opcrating activitics
INVESTING ACTIVITIES:
Purchase of equipment. vehicles and
additions to building
(Increase) decrease in investments
Net cash provided by (used by) investing activities
FINANCING ACTIVITIES:
Proceeds/repayment from line of credit, net
Proceeds from long-term debt
Principal payments on long-term cbligations
Net cash provided by (used by) financing activities
Increase (decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash egquivalents at end of year

2000

$ 2,577,570

335,602
591,670
(1,555,548)
808

(85,761)
47,667

(10,305)

§ 1,901,603

$  (686,163)
(651,923)

$ _ (1,338,086

5 500,000
300,000

{(20,000)
5 780,600

$ 1,343,517
290,015

5 __1.030.692

1999

$

1,352,659

267,178
(311,783)
(679,534)

(94,108)

(92,961)

(40,962)
(6,178)

(96,134)

208,177

(381,634)

397,421

3

15,787

(300,000)

5 (360,000)

$

13,964

276,051

290,015

§ 290015

The accompanying notes are an integral part of these financial statements.
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VOCATIONAL GUIDANCE SERVICES
VOCATIONAL SERVICES, INC.
VGS, INC. i
Notes to the Financial Statements
December 31, 2000 and 1999

(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

a.) Nature of activities -

Vocational Guidance Services, VGS, Inc. and Vocational Services, Inc. are not-for-profit
operations which provide vocational evaluation, training, work experience, and ptacement
services for Northeast Ohioans facing barriers to employment. The Organizations are
supported by product sales, fees for service, grants from both private Foundations and
Governmental Agencies, donor contributions, and the United Way.

b.) Financial statement presentation -

In 1995, the Crganizations adopted Statement of Financial Accounting Standards (SFAS)
No. 117, "Financial Statements for Non-Profit Organizations”. Under SFAS No. 117, the
Organizations are required to report information regarding its financial position and activities
according to three categories of net assets.

A description of these categories is as follows -

Unrestricted net assets:
Include the net assets that are free of donor restrictions and are neither permanently
restricted nor temporarily resfricted.

Temporarily restricted net assets:
include the net assets from contributions or other inflows where the use is limited by
deonor imposed restrictions that either expire by the passage of time or can be fulfilled
and removed by actions of the Organization.

Permanently restricted net assets:
Include the net assets from contributions or other inflows where the use is limited by
donor imposed restrictions that neither expire by passage of time nor can be fulfilled
or removed by actions of the Organization,

Contributions which include donations and Foundation support are reported as increases in
unrestricted, temporarily restricted, or permanently restricted net assets depending on the
nature of the restrictions. When a restriction expires, temporarily or permanently restricted
net assets are reclassified to unrestricted net assets.

C. mbined financial presentation -

Due to related organizational goals and objectives, along with the combined cperating locations
and shared administrative services, it is deemed appropriate to present combined statements
for Vocational Guidance Services, VGS, In¢. and Vocational Services, Inc.. All significant
interorganizational activity has been eliminated in this presentation. :

d.) Lan iidin n uipment -

Land is carried at cost or at an appraisal of hictorical cost where records are not available.

Buildings and improvements are carried at cost, as determined from memorandum records
which approximate actual cost. The cost of the main building at 2233-45 East 55th Street
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is based on 1972 replacement cost as determined in connection with an insurance appraisal,
Contributed assets are recorded at their fair market value at the date of receipt. Equipment
is carried at cost or at appraisals of historical cost.
i

Maintenance and repairs are charged to income while expenditures for renewals which proleng
the live of the assets are capitalized. A provisicn for depreciation of assets is recorded by
a charge against income at rates considered adequate to amortize the cost of such assets
over their estimated useful life.

e.)._Depreciation -

Property and equipment accounts are depreciated utilizing the straight-line method based
on estimated service lives of the property. Major classes of property and equipment,
useful lives and accumulated depreciation at December 31, 2000 and 1998 are as follows:

Estimated Cost Accumulated Depreciation
Assets Useful Life 2000 2000 1999
Building and improvements 15 - 45 years 3 5,090,866 § 4265187 § 4,215 446
Equipment 3-10years 1,845,429 1,360,458 1,079,808
Vehicles 2 -3 years 69,690 54,356 49 245
$ 7,005,985 § 5680001 § 5,344 499

Depreciation expense for the years ended December 31, 2000 and 1999 totaled $335,502 and
$267,178, respectively.

f) Inventory -

Inventory is stated on the first-in, first-out method and is valued at the lower of cost or market.
inventory includes the following classifications at December 31:

2000 199¢

SeWino Shop:

Finished goods 35118 § 30,746

Work in process 60,689 83,950

Raw materials 78,819 70,795
Sunbeam Shop:

Retail inventory 66,942 62,506
Vocational Services, Inc.:

Finished goods 5,398 8,459

Work in process 5,955 4,844

Raw materials 8,634 8,118

Allowance for obsolesce (10,000) (10,000)
Industrial:

Finished goods 24,418 39,320

Work in process 3,424 4,623

Raw materials 62,781 38,217

342178 $ 342,085

me taxes -

Under Internal Revenue Code Section 501(c{3), both Vocational Guidance Services, VGS, Inc.
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and Vocational Services, Inc. qualify as a public charity and. accordingly are exempt from
Federal income taxes.

h.) Statement of Cash Flow Disclosures - i

The Organizations consider all highly liquid investments with a maturity of three months or less
to be cash equivalents. Interest paid for the years ended December 31, 2000 and 1999, totaled
$43,999 and $21,956, respectively.

i.) Donated Services & Fagilities -

Amounts have been included in the financial statements for donated services and/or
facilities if the armounts is considered material.

|-)..Revenue recognition -

All public support and revenue are considered to be available for unrestricted use unless
specifically reslricted by the donor. Aifter satisfaction of the donor restriction the revenue
is transferred to unrestricted.

k.) Use of 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 of assets and liabilities. Accordingly, actual results could differ from
those estimates.

L.) Recognition of Investment income -

The Organization follows the total return concept with respect to income from its investments.
This policy allows the Organization to use earnings of 5% for current operations with the
balance of earnings {either realized or unrealized) being retained within the investment.

Investment income has been recognized in the Statement of Activities in accordance with terms
of any endowment restrictions.

m.) Donations £ received in futur ri -

As of December 31, 2000 and 1999 the Organization has received notification of donations
for specific programs from various Foundations and individuals. These assets are shown as

temporarily rostricted net asscts untit such timie that they are expended for their intended surpo

e To e
WMporarny roSuwiGiCld NoL G550 UNith SUth M€ Nau ity are CXponQia 1o wiCiv iNnenacd purpasc.

Of the donations to be received in future periods, these funds should be received as follows:

T Receiv 2000 1989
In less than one year 3 1,630,084 $ 233,288
Between one year and five years 224,302 106,000
In mere than five years 5,000 -
$ 1859396 § 339,289

n.) _Endowment Assets-

The endowment assets are stated at the original amount confributed unless specific requirements
were allsched to the dunalion requiring sarnings in excess of the tolal return policy be added
to the endowment.
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(2) ENDOWMENT ASSETS:

Vocational Guidance Services and Vocational Services, Inc. Have received certain donor-
restricted gifts which have been segregated as permanently restricted endowments.
Earnings from these investments are part of the total return pelicy and are used as stipulated
by the donor.

At December 31, 2000 and 1999, the permanently restricted endowment assets consist
of the following:

2000 1999

The GAR Foundation Endowment $ 41,194 § 44,427
The Elisabeth Severance Prentiss Endowment 120.000 120,000
The 1525 Foundation Endowment 300,000 300,000
The F. J. O'Neill Endowment 1,775,000 1,275,000
The Fahyan Job Placement Endcwment 404,801 401,526
The McBride Endowment 33,060 35,000
The Mary Ann Swetland Building Fund 866,190 934,174
Irrevocable interest in The Jane Jenkins Trust 1,706,477 1,832,565
Irrevocable interest in The Robert Rhodes Trust 1,245,302 1,304,049
Irrevocable interest in The Ellen Garretson Wade Trust 311,963 314,686
lrrevocable interest in The Helen Bowler Trust 52,357 48,319
Irrevocable interest in The John Huntington Trust 161,265 162,405
Irrevocable interest in The Armington Trust 109,464 101,060

$ 7129013 § 6,873,211

During 1998, The Organization has discovered that it has an irrevocable interest in
three Trusts which were set up for its benefit. Since these donations were made to the
Qrganization in a prior year, it has been recorded as other changes in net assets.

During 1999, the Board of Trustees agreed to reclassify the Mary Ann Swetland Building Fund from
a Board Designated Net Asset to a Permanent Restricted Net Asset based upon the
acceptance of a future gift to the Capital Campaign.

(3)  BOARD DESIGNATED ASSETS:

Vocational Guidance Services and Vocational Services, Inc. have established a securities
portfolio under control by the Board of Trustees. These assets consist of the following at
Deacember 31, 2000 and 1999

20090 1999
Unrestricted 5 2,023,165 % 2,181,509
Temporarily Restricted
Anonymous Charitable Remainder Trust 266,735 1,006,442
VGS Pooled Income Fund 122,726 120,224
Designated - .
Bruce Griswold Job Placement Fund 50,00C 50,000
J. Cunin Job Placement Fund 50,000 50,000
3 3,212,626 § 3,408,175
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(4)

The Board has designated control over the use of these funds and allows the use by operations of
5% earnings as recognized under the total return palicy. Excess earnings not required to be
added to permanently restricted or temporarily restricted net assets are added to these other
Board Designated Assets. T

INVESTMENTS:

At December 31, 2000, the investment securities portfolio, is reported at fair market value.

The Organization follows the total return concept for recognition and use of investment income.
This policy allows the use of 5% of the average of the Tair value of the investments at the end
of the previous 3 years be appropriated to support current operations. Any return in excess of
or less than this amount has been recognized as an investment return in excess of or less than the
amount designated for current operations. These amounts are shown as othar changes on the
combined statements of activities.

The investments are classified as follows at December 31, 2000 and 1999:

2000 199¢
Board of Trustee Designated (Note 3) -
Unrestricted $ 2,023,165 § 2,181,509
Temporarily restricted 1,089,461 1,126,666
Nesignated 100,000 100,000
Permanentty restricted {(Note 2) 7,129,013 6,873,211
3 10,341,638 § 10,281,386

The Board of Trustees has adopted the total return concept for recognition and use of investment
income. The Board has authorized that 5% of the average of the fair value of the investments
at the end of the previcus 3 years be appropriated to support current operations. Any return
in excess of this amount has been recognized as an investment return in excess of the amount
designated for current operations.

At December 31, 2000 and 1999 investments consisted of the following:

2000 1999
Investments held in NCB trust account -
Corporate bonds $ 902,810 § 901,986
Treasuries and federal agencies 502,127 573,877
Other short term funds 212,412 210.764
Common and convertible preferred stock 4,048,001 3,705,009
3 5,665,350 5 5,391,638
Interest in investments maintained by third party -
Irrevacable interest in The Jane Jenkins TFrust 1,706,477 1,832,565
Irrevocable interest in a Charitable Remainder Trust 966,735 1,006,442
Irrevocable interest in VGS Pooled Income Fund 122,726 120,224
irrevocable interest in The Robert Rhodes Trust 1,245,302 1,304,049
trrevocable interest in The Ellen Garretson Wade Trust 311,963 . 314,686
frrevocable interest in The Helen Bowler Trust 52,357 . 48,318
trrevocable interest in The John Huntingfor Trust 161,265 162,405
frrevocable interest in The Armington Trust 109,464 101,060
Investments available for sale at market value $ 10341639 § 10,281,386
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(5)

The investment return to the Organization is as follows:

) 2000 1999
i
Realized gains 3 5,516 b 1,275,501
Unrealized gains (losses) current year (452,753) (381,917
Dividends and investment income net of investment fees 356,923 237,116
b3 {90,314) % 1,130,750

The dividends and Investment income is shown net of investment and trustee fees. The amount
of these fees during 2000 and 1999 were $23,164 and $21,992, respectively.

DEFINED BENEFIT PENSIQN PLAN:

Vocatienal Guidance Services has a non-contributory pension plan that covers all staff
employees who have attained bulh lwo years of service and have reached the age of 21.
For employees hired after July 1, 1997, the required level of service is one year.

Certain other employees are covered under a hourly pension plan. Pension costs include
current service costs, which are accrued and funded on a current basis.

The ptan provides a monthly pension equal to 1.5% of the highest three year average monthly
compensation multiplied by years and months of participation, plus 0.5% of such compensation
in excess of covered compensation multiplied by years and months of participation up to a
maximum of 25 years. The pension has invested in a combination of equity securities,
Treasury securities, and corporate bonds.

The following table sets forth the plan's funded status and amounts recognized in the
Organization's Statement of Activities for the year ended December 31, 2000 and 1999:

2000 1999
Actuarial present value of benefit obligations:
Accumulated benefit obligation, included vested benefits
of $2,319,282 in 2000 and $1,966,45% in 1999 $ 2391584 § 1,988,838
Unrecognized prior service cost $ 20393 § 25,758
Projected benefit obligation for service rendered to date 3 3,268243 § 2,696,988
Plan assets at fair value 3,196,738 3,200,714
Projected benetit (Qbligation) in excess of plan assels 5 (7r1,5307) % 503,726
Unrecognized net obligation (63,682) {667,679)
Prepaid (accrued) pension cost 3 (135,189) $ (163,953)
2000 1969
Net pension cost inciudes the following components:
Service cost - benefits earned during the period $ 250259 § 239,055
Interest cost on projected benefit cbligation 209,112 . 200,389
Actual return on plan assets (12,355} (297,142)
Net amortization and deferral (255.780) 70,268
Net periodic pension cost $ 191236 § 212,570
Employer contributicns to the plan during the year $ 220,000 3 180,000
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Benefits paid to Participants S 736,333 % 220 488

The weighted-average discount rate, rate of compensation increase, and long-term rate of

return of assets used to actuarially compute the net periodic‘pension cost for 2000 and
1999 are as follows:

2000 1999
Weightcd-average discount rate 7.41% 7.00%
Weighted-average rate of compensation 5.00% 5.00%
Weighted-average expected long-term rate of return
of assets 7.50% 7.50%
(6) DEFINE NTRIBUTION P N _PLAN:

Vocational Guidance Services, VGS, Inc. and Vocational Services, inc. have a multi-employer
contributory pension plan that covers all hourly employees who have attained one year of
service. The amount contributed to the plan is 2% of the eligible employees compensation.
Total pension expense in 2000 and 1999 for this plan was $57,504 and $56,550, respectively.

{7) SHORT-TERM LINE OF CREDIT:

Vocational Guidance Services has an available short-term line of credit in the amount of $1,000,000.
The note bears interest at the prime lending rate. The note is secured by marketable
securities held in the NCB trust department. At December 31, 2000 the outstanding balance was
$700,000 with an interest rate of 8.50%.

(8) NOTE PAYABLE - BANK:

Vocational Guidance Services borrowed $300,000 during August, 2000. The loan is
payable in 60 monthly installments of $5,000 plus accrued interest. The loans bears
interest at the one month LIBCR rate plus 1.50%. The rate at December 31, 2000
was 8.3037%.

The aggregate maturities of outstanding long-term debt during the next five years are as follows:

YEAR AMOUNT
2001 5 60,000
2002 60,000
2003 60,000
2004 60,000
2005 40,000
5 280,000

(9) NCEN R

Financial instruments that potentially subject the Agency to concentrations of credit risk
consist principally of temparary cash investments and trade accounts receivable. The ‘
Agency maintains its cash with financial institutions and limits the amount of credit exposure
to any one financial institution, Concentrations of credit risk with respect to trade receivables
are limited due to the large number of custormers comprising the Agency's credit base.

The Agency performs ongoing credit evaluations of its customer's financial condition. As of
December 31, 2000, the Agency had no significant concentrations of credit risk.
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