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INDEPENDENT AUDITOR'S REPORT

To the Board of Trustees 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 Vocational Services, Inc. (non-profit organizations), as of December 31, 2004,
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 auditing standards generally accepted in the
United States of America 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
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 Vocational Guidance Services, VGS, Inc., and Vocational Services, Inc. as of
December 31, 2004, and the changes in its net assets and its cash flows for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

Information for the year ended December 31, 2003, is presented for comparative purposes
only and was extracted from the financial statements presented for that year, on which an unqualified
opinion dated March 25, 2004, was expressed.

In accordance with Government Auditing Standards, we have also issued our report dated
March 30, 2005 on our consideration of Vocational Guidance Services' internal control over financial
reporting and our tests of its compliance with certain provisions of laws, regulations, contracts, and
grants. That report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be read in conjunction with this report in considering the results of our audit.

Our audit was performed for the purpose of forming an opinion on the basic financial
statements of Vocational Guidance Services, VGS, Inc., and Vocational Services, Inc. taken as a whole.
The accompanying schedule of expenditures of federal awards is presented for purposes of additional
analysis as required by U.S. Office of Management and Budget Circular A-133, "Audits of States, Local
Governments, and Non-Profit Organizations", 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.
Sormual k&%w*' Co.JInc.

SAMUEL, KELLOGG & CO.,
Cleveland, Ohio

March 30, 2005



VOCATIONAL GUIDANCE SERVICES
VOCATIONAL SERVICES, INC.
VGS,INC.
COMBINED STATEMENTS OF FINANCIAL POSITION
DECEMBER 31, 2004 AND DECEMBER 31, 2003

Temporarily Permanently
Unrestricted Restricted Restricted 2004 2003
ASSETS
Cash and cash equivalents $ 197,274 $ 58,282 $ - $ 255,556 $ 1,009,829
Accounts Receivable -
Program Revenue 2,511,081 - - 2,511,081 3,190,769
Donations 83,857 207,857 - 291,714 481,066
Less - allowance for bad debts (29,830) {20,000) - (49,830) (49,830)
investments (Notes 2, 3 and 4) 786,728 781,845 7,661,242 9,229,815 8,432,202
Inventories - (Note 1)
Finished goods 226,188 - - 226,188 152,269
Work in process 36,032 - - . 36,032 30,332
Raw materials 222,195 - - 222,195 219,145
Prepaid expenses 25,819 - - 25,819 28,521
Artwork 65,500 - - 65,500 -
Deposits and other assets 20,968 - - 20,968 28,230
$ 4,145,812 $ 1,027,984 $ 7,661,242 $ 12,835,038 $ 13,522,533
Land, buildings and equipment -
(Notes 1)
Land $ 550,865 3 106 $ - $ 550,971 $ 550,865
Building and improvements 6,789,812 7,680,926 - 14,470,738 14,391,027
Equipment 1,527,388 1,700,150 - 3,227,538 3,102,722
Vehicles 69,690 - - 69,690 69,690
$ 8,937,755 $ 9,381,182 $ - $ 18,318,937 $ 18,114,304
Less - accumulated depreciation 6,256,170 996,075 - 7,252,245 6,690,860
$ 2,681,585 $ 8,385,107 $ - $ 11,066,692 $ 11,423,444
Total assets $ 6,827,397 $ 9,413,091 $ 7,661,242 $ 23,901,730 $ 24945977

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




LIABILITIES
Accounts payable
Line of credit (Note 7)
Note payable - Bank ( Note 8)
Note payable - HUD (Note 8)
Accrued expenses, other liabilities

Total liabilities

NET ASSETS (Notet

Unrestricted

Board of Trustee Designated (Note 3)
Unrestricted
Temporarily restricted
Designated

Temporarily restricted

Permanently restricted (Note 2)

Total net assets

Total liabilities and net assets

VOCATIONAL GUIDANCE SERVICES
VOCATIONAL SERVICES, INC.
VGS, INC.

COMBINED STATEMENTS OF FINANCIAL POSITION

DECEMBER 31, 2004 AND DECEMBER 31, 2603

Temporarily Permanently

Unrestricted Restricted Restricted 2004 2003
$ 256,165 $ 100,000 - $ 356,165 1,435,392
350,000 - - 350,000 600,000
155,000 - - 155,000 245,000
1,747,397 - - 1,747,397 1,747,397
1,787,076 - - 1,787,076 1,567,518
$ 4,295,638 $ 100,000 - $ 4,395,638 5,595,307
$ 1,745,031 $ - - $ 1,745,031 2,212,698
436,728 - - 436,728 827,653
- 781,845 - 781,845 803,039
350,000 - - 350,000 100,000
- 8,531,246 - 8,531,246 8,705,770
- - 7,661,242 7,661,242 6,701,510
$ 2,531,759 $ 9,313,091 7,661,242 $ 19,506,092 19,350,670
$ 6,827,397 $ 9,413,091 7,661,242 $ 23,901,730 24,945,977

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



REVENUE, GAINS, AND OTHER SUPPORT:

Government pragram fees
Allocation United Way Services
Government agency grants
Sales to business and industry
Rental and related agency charges
General contributions
Foundation support
Donations campus project
Earnings campus project investments
Depreciation of funded assets
Investment income designated

for current operations
Board funding of certain expenses
Private service fees
Special events
Other revenue

EXPENSES:

Program services
Vocational rehabilitation
Sheltered employment

Supporting services
Management and general
Fund raising and public education

CHANGE IN NET ASSETS FROM OPERATIONS
OTHER CHANGES:

Total investment return at gross

Total return used in operations

Use of Board of Trustee Designated Assets (Note 3)
Valuation of artwork

FAS 87/132 Other charge for pension

Bequests and additions to endowments

CHANGE IN NET ASSETS
NET ASSETS, beginning of year
NET ASSETS, end of year

VOCATIONAL GUIDANCE SERVICES

VOCATIONAL SERVICES, INC.
VGS, INC.

COMBINED STATEMENTS OF ACTIVITIES .

FOR THE YEARS ENDED DECEMBER 31, 2004 AND DECEMBER 31, 200

Unrestricted

5 3,194,133
427,843
6,991,630
8,691,829
63,160

248,221

338,586

403,560

424,486
200,314
683,453
62,125
8,617

$ _ 21,737,957

$ 10,097,201

9,067,170
$ 19,164,371

$ 2,472,656
318,368

$ 2,791,024
$ 21,955,395

$ (217,438)

434,514
(424,486)
(200,314)
65,500
(315,704)

49,336

$ (608,592)

3,140,351

3 2,531,759

Temporarily Permanently
Restricted Restricted
$ - $ -
43,395 -
185,642 -
(403,560)

$ (174,523) $ -
$ - $ -
$ - $ -
$ - $ -
$ - $ -
$ - $ -
$ (174,523) $ -

(21,195) 98,521

- 861,211

$ (195,718) $ 959,732

9,508,809 6,701,510

$ 9,313,091 $ 7,661,242

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

2004 2003
$ 3,194,133 $ 3,549,796
427,843 415,554
6,991,630 6,757,220
8,691,829 8,167,991
63,160 2,585
248,221 186,944
381,981 802,752
185,642 486,831
- 7,470
424,486 374,872
200,314 .
683,453 614,196
62,125 53,261
8,617 23,432
$ 21,563,434 $ 21,442,904
$ 10,097,201 $ 9,890,313
9,067,170 8,385,466
$ 19,164,371 $ 18,275,779
$ 2,472,656 $ 2,311,684
318,368 412,602
$ 2,791,024 $ 2,724,286
$ 21955395 $ 21,000,065
$ (391,961) $ 442,839
511,840 1,151,120
(424,486) (374,872)
(200,314) -
65,500 -
(315,704) 108,277
910,547 195,737
$ 155,422 $ 1,523,101
19,350,670 17,827,569
$ _ 19,506,092 $ _ 19,350,670




Salaries and wages to staff

Wages to client

Employee and client benefits

Commissions and consultant fees

Payments to Sub-recipients

Transportation and travel

Supplies

Cost of goods sold

Utitities, including rent

Telephone, postage and shipping

Advertising and sales expenses

Volunteer expenses

Donations

Repairs and maintenance

Equipment purchases and
maintenance

Construction and renovation

Bad debts

Interest

Insurance

Meetings and conferences

Other expenses

Depreciation
Building and equipment
Training facility

Total expenses

VOCATIONAL GUIDANCE SERVICES
VOCATIONAL SERVICES, INC.
VGS, INC.
COMBINED STATEMENTS OF FUNCTIONAL EXPENSES
FOR THE YEARS ENDED DECEMBER 31, 2004 AND DECEMBER 31, 2003

Program Services Supporting Services
Public/
Professional
Vocational Sheltered Management Education and
Rehabilitation Employment and General Fund Raising 2004 2003

$ 4,314,886 $ 1,025,148 $ 1,074,545 $ 171,279 6,585,858 $ 6,522,228
1,132,259 4,410,903 49,967 - 5,593,129 5,548,186
1,171,843 1,280,279 288,035 42,746 2,782,903 2,567,442
86,610 194,067 189,483 43,563 513,723 585,707
1,597,030 - - - 1,597,030 1,771,557
51,078 19,407 4,765 231 75,481 63,265
486,973 334,944 59,246 7,001 888,164 664,065
6,440 1,095,519 - - 1,101,959 924,155
464,210 241,221 115,815 3,944 825,190 663,244
124,813 43,798 81,147 12,531 262,289 226,240
21,306 - 28,154 18,639 68,099 95,373
- - 4,597 360 4,957 3,508
- - 51,033 - 51,033 350
95,909 107,539 39,161 1,163 243,772 291,251
230,806 50,234 42,337 2,622 325,999 286,503
15,540 - - - 15,540 17,533
31,509 3,497 104,136 - 139,142 57,644
41,040 43,004 54,248 425 138,717 110,893
72,065 11,910 34,252 11,886 130,113 152,345
3,433 12,056 18,242 651 34,382 43,607
$ 9,947,750 $ 8,873,526 $ 2,239,163 $ 317,041 21,377,480 $ 20,595,096
57,496 183,439 24,110 1,327 266,372 264,426
91,955 10,205 209,383 - 311,543 140,543
$ 10,097,201 $ 9,067,170 $ 2,472,656 $ 318,368 21,955,395 $ 21,000,065

The accompanying notes are an integral part of these financial statements.
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VOCATIONAL GUIDANCE SERVICES

VOCATIONAL SERVICES, INC.

VGS, INC.

STATEMENT OF CASH FLOWS
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
Investment return in excess (less than) of amounts
designated for current operations
Other charges for pension
Changes in operating assets and liabilities:
Decrease in accounts receivable
(Increase) in inventories
Decrease (Increase) in prepaid expenses and other assets
(Decrease) Increase in accounts payable
(Decrease) Increase in accrued expenses
and other liabilities

Net cash provided by operating activities
INVESTING ACTIVITIES:
Purchase of equipment, vehicles and
additions to building
Construction of Training Facility
(Increase) in investments
Net cash (used by) investing activities
FINANCING ACTIVITIES:
Proceeds (repayment) of line of credit, net
Proceeds from long-term debt
Principal payments on long-term obligations
Net cash provided by (used by) financing activities
(Decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

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

$

©¥ &

2004 2003
155422 $ 1,523,101
577,915 404,969
(87,354) (776,248)
315,704 (108,277)
869,040 213,525
(82,669) (12,044)
(55,536) 18,718

(1,079,227) 180,077
(96,146) 338,594
517,149  $ _ 1,782,415

(221,163) $  (948,610)
- (5.033,232)
(710,259) (161,994)
(931,422) $ _ (6,143,836)
(250,000)  $ 600,000
- 1,551,190
(90,000) (65,000)
(340,000) $ 2,086,190
(754,273)  $  (2,275,231)
1,009,829 3,285,060
255556  $ __ 1,009,829




VOCATIONAL GUIDANCE SERVICES
VOCATIONAL SERVICES, INC.
VGS, INC.

Notes to the Financial Statements
December 31, 2004 and 2003

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 placement
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 Organizations 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 restricted.

Temporarily restricted net assets:
Include the net assets from contributions or other inflows where the use is limited by
donor 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. -

¢.) Combined financial presentation -

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

d.) Land, buildings. and equipment - .

Land is carried at cost or atan appraisal of historical 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



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.

Maintenance and repairs are charged to income while expenditures for renewals which prolong
the life of the assets are capitalized. A provision 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, 2004 and 2003 are as follows:

Estimated Cost Accumulated Depreciation
Assets Useful Life 2004 2004 2003
Building and improvements 15 - 45 years $ 5,760,264 $ 4,669,563 § 4,422,394
Training facility 40 years 8,710,474 261,022 192,023
Equipment 3-10years 3,227,538 ) 2,251,970 2,006,753
Vehicles 2 -3 years 69,690 69,690 69,690
$ 17,767,966 $ 7,252,245 $ 6,690,860 '

Depreciation expense for the years ended December 31, 2004 and 2003 totaled $577,915 and
$404,969, respectively.

Depreciation expense of the new Training facility and related equipment for the years ended
December 31, 2004 and 2003 totaled $311,543 and $140,543, respectively. The Training facility
was funded approximately 84% by donations.

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:

2004 2003

VGS, Inc.

Finished goods $ 44237 § 19,430

Work in process 36,032 30,332

Raw materials 79,814 81,945
Sunbeam Shop:

Retail inventory 112,443 93,048
Vocational Services, Inc.:

Finished goods 75,716 45,999

Raw materials 142,381 137,200

Allowance for obsolescence (6,208) (6,208)

$ 484415 § 401,746

g.) Income taxes -

Under Internal Revenue Code Section 501(c)(3), both Vocational Guidance Services, VGS, Inc.
and Vocational Services, Inc. qualify as a public charity and, accordingly are exempt from
Federal income taxes.
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h.) Statement of Cash Flow Disclosures -

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, 2004 and 2003, totaled
$138,719 and $82,961, respectively. Interest capitalized in the year ended December 31, 2003
totaled $25,558.

i.) Donated Services & Facilities -

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

i.) Revenue recognition -

All public support and revenue are considered to be available for unrestricted use unless
specifically restricted by the donor. After 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.

1.)_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 to be received in future periods -

As of December 31, 2004 and 2003 the Organization has received notification of donations
for specific programs from various Foundations and individuals. These assets are shown as
temporarily restricted net assets until such time that they are expended for their intended purpose.
Of the donations to be received in future periods, these funds should be received as follows:

To be Received 2004 2003
In less than one year . $ 201,964 § 349,670
Between one year and five years 89,750 . 126,396
In more than five years - 5,000
$ 291,714 § 481,066

n.) Endowment Assets-

The endowment assets are stated at the original amount contributed unless specific requirements
were attached to the donation requiring earnings in excess of the total return policy be added
to the endowment.



(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 policy and are used as stipulated
by the donor.

At December 31, 2004 and 2003, the permanently restricted endowment assets consist
of the following:

2004, 2003

The GAR Foundation Endowment $ 28,862 $ 29,209
The Elisabeth Severance Prentiss Endowment 120,000 120,000
The 1525 Foundation Endowment 300,000 300,000
The F. J. O'Neill Endowment 1,825,000 1,825,000
The Fabyan Job Placement Endowment 400,385 400,509
The McBride Endowment 35,000 35,000
The Mary Ann Swetland Building Fund 606,872 614,173
The Louis Kacalieff Endowment 400,000 400,000
Salaried Staff Continuing Education Fund 20,470 10,353
Irrevocable interest in The Jane Jenkins Trust 1,372,261 1,358,970
Irrevocable interest in The Robert Rhodes Trust 1,137,365 1,071,295
Irrevocable interest in The Ellen Garretson Wade Trust 287,925 269,920
Irrevocable interest in The Helen Bowler Trust 49,570 47,480
Irrevocable interest in The John Huntington Trust 122,831 99,165
irrevocable interest in The Helen C. Cole Trust 851,094 -
irrevocable interest in The Armington Trust 103,607 120,436

$ 7661242 § 6,701,510

(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
December 31, 2004 and 2003:

2004 2003

Unrestricted $ 436,728 § 827,653
Temporarily Restricted ’

Anonymous Charitable Remainder Trust 663,329 691,825

VGS Pooled Income Fund 118,516 111,214
Designated -

Bruce Griswold Job Placement Fund 50,000 50,000

J. Cunin Job Placement Fund 50,000 50,000

The Elizabeth M. & William Truehaft Endowment 250,000 -

$ 1,568,573 $ 1,730,692

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 policy. Excess earnings not required to be
added to permanently restricted or temporarily restricted net assets are added to these other
Board Designated Assets.

























































