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D&A

Desmond &Ahern, Ltd.

CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS

Independent Auditor’s Report

To the Board of Directors
OAl, Inc.
Chicago, IL

We have audited the accompanying statement of financial position of OAI, Inc. (a non-profit
organization) as of June 30, 2007, and the related statements of activities, functional expenses
and 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. The prior-year summarized comparative information has been
derived from the Organization’s 2006 financial statements, and, in our report dated September
21, 2006, we expressed an ungualified opinion on those financial 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 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 OAI, Inc. as of June 30, 2007, 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.

Our audit was made for the purpose of forming an opinion on the basic financial statements
taken as a whole. The supplementary information, as listed in the accompanying table of
contents, 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 audits of the basic financial statements and, in our opinion, is fairly presented in all material
respects in relation to the basic financial statements taken as a whole.

Desmond & Ahern, Ltd.

October 26, 2007
Chicago, IL

10827 S. WESTERN AVENUE, CHICAGO, IL 60643-3206 « PHONE 773-779-4720 « FAX 773-779-8310
www.desmondcpa.com






OAl, INC.
STATEMENT OF CASH FLOWS
For the Year Ended June 30, 2007 (with comparative totals for 2006)

Cash Flows from Operating Activities: 2007 2006
Change in net assets $ 315,350 $ 10,662
Adjustments to reconcile change in net assets to net
cash provided by operating activities
Depreciation of property and equipment 32,667 55,776
Loss on disposal of assets 4,173 2,469
(Increase) decrease in assets
Government contributions receivable 312,743 (588,026)
Other receivables 62,584 (60,703)
Prepaid expenses (10,157) (14,723)
Increase (decrease) in liabilities
Accounts payable and payroll accrual (408,057) 477,890
Deferred revenue (34,909) (125,548)
Net cash provided (used) by operating activities 274,394 (242,203)
Cash Flows from Investing Activities:
Purchase of certificates of deposit (319,791) (198,575)
Proceeds from the sale of assets - 13,201
Maturity of certificates of deposit 309,304 190,769
Purchase of property and equipment (3,834) (31,925)
Net cash used by investing activities (14,321) (26,530)
Net increase (decrease) in cash and cash equivalents 260,073 (268,733)
Cash and cash equivalents, beginning of year 184,656 453,389
Cash and cash equivalents, end of year $ 444,729 $ 184,656

See independent auditor's report and notes to financial statements.
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OAI, INC.
NOTES TO FINANCIAL STATEMENTS
June 30, 2007

Note 1 - Nature of Operations and Summary of Significant Accounting Policies

Organization
OAl, Inc. (the Organization) is a not-for-profit Illinois corporation exempt from Federal income

tax under Section 501(c)(3) of the U.S. Internal Revenue Code, and is not considered a private
foundation. The Organization has been serving the Chicago metropolitan area with over 25
years of experience in comprehensive workforce development. The mission of OAI is to create a
community environment in which all people who desire to do so can access education, training,
work, and housing that will allow them to sustain and enjoy safe, secure, and fulfilling lives.
OAI serves people with significant barriers to obtaining and retaining rewarding employment.
Clients include individuals making the transition from welfare to work, at-risk youth,
Empowerment Zone (EZ) residents, displaced workers, those in need of additional skills, and
anyone with earnings below the poverty line.

OAI programs and services are currently organized into two divisions:

Pre-Employment Division

Our Pre-Employment division provides job training, placement and retention services to
residents facing multiple challenges in New York, Dallas, Houston, Kansas City, Chicago
and Washington, DC. Additionally, supplemental funding was provided to work with
residents on the Gulf Coast.

Worker Training Division

The Worker Training division provides technical environmental health and safety training for
first responders and other emergency workers, including limited English proficiency workers.
In addition, the division offers cost-effective on-site workforce skills and safety training
programs for low-wage workers in a variety of industries, with a special focus on
manufacturing.

These two divisions work closely together in the implementation of a nationally recognized
Environmental Health and Safety Program. Funding is provided by various federal, state, local,
foundation, and fee-for-service sources.

Method of Accounting

The accounts and financial statements are maintained on the accrual basis of accounting and,
accordingly, reflect all significant accounts receivable, payable, and other liabilities in
conformity with accounting principles applicable to non-profit organizations.




OAI, INC.
NOTES TO FINANCIAL STATEMENTS
June 30, 2007

Basis of Presentation

The 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 defined as follows:

Unrestricted net assets are available to finance the general operations of OAI. The only
limits on the use of unrestricted net assets are the broad limits resulting from the nature of
OAl, the environment in which it operates and the purposes specified in its articles of
incorporation. Voluntary resolutions by the Board of Directors to designate a portion of
OALI’s unrestricted net assets for specified purposes do not result in restricted funds. Since
designations are voluntary and may be reversed by the Board of Directors at any time,
designated net assets are included under the caption ‘unrestricted net assets.’

Temporarily Restricted net assets result (a) from contributions and other inflows of assets,
the use of which by OAI is limited by donor imposed stipulations that either expire by
passage of time or can be fulfilled and removed by action of OAI pursuant to those
stipulations, (b) from other asset enhancements and diminishments subject to the same kinds
of stipulations, and (c) from reclassifications to (or from) other classes of net assets as a
consequence of donor-imposed stipulations, their expiration by passage of time or their
fulfillment and removal by actions of OAI pursuant to those stipulations.

Permanently Restricted net assets (generally referred to as endowment funds) are assets
that have donor-imposed restrictions that stipulate that the contributed resources be
maintained permanently, but permit the organization to use up or expend part or all of the
income or other economic benefits derived from the donated assets. OAI does not have any
permanently restricted net assets.

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 the
revenues, expenses, gains, losses and other changes in net assets during the reporting period.
Accordingly, actual results could differ from those estimates.




OAI, INC.
NOTES TO FINANCIAL STATEMENTS
June 30, 2007

Comparative Information

The financial statements include certain prior-year summarized comparative information in total
but not by net asset class. Such information does not include sufficient detail to constitute a
presentation in conformity with generally accepted accounting principles. Accordingly, such
information should be read in conjunction with the Organization’s financial statements for the
year ended June 30, 2006, from which the summarized information was derived.

Reclassifications
Certain amounts previously reported in the 2006 financial statements have been reclassified to
conform with the 2007 presentation.

Cash and Cash Equivalents

Cash and cash equivalents consist of bank deposits in federally insured accounts and bank
collateralized accounts. At June 30, 2007, the Organization’s cash accounts exceeded federally
insured limits by approximately $379,000.

For purposes of reporting cash flows, the Organization considers all liquid investments with an
original maturity of three months or less to be cash equivalents.

Certificate of Deposit
Certificates of deposit are carried at fair value with original maturities of six months or more.
Interest income is recorded when earned and reflected in the Statement of Activities.

Property and Equipment

Expenditures for property and equipment, and items which substantially increase the useful lives
of existing assets, are capitalized at cost. The Organization provides for depreciation on the
straight-line method at rates designed to depreciate the costs of assets over their estimated useful
lives as follows:

Furniture and equipment 5 years
Computer equipment 3 years
Leasehold improvements 3-10 years

Support and Revenue

The Organization 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. If a restriction is fulfilled in the same time
period in which the contribution is received, the Organization reports the support as unrestricted.

-8-



OAI, INC.
NOTES TO FINANCIAL STATEMENTS
June 30, 2007

The Organization reports gifts of land, buildings, and equipment as unrestricted support unless
explicit donor stipulations specify how the donated assets must be used. Gifts of long-lived
assets with explicit restrictions that specify how the assets are to be used and gifts of cash or
other assets that must be used to acquire long-lived assets are reported as restricted support.
Absent explicit donor stipulations regarding how long those long-lived assets must be
maintained, the Organization reports expirations of donor restrictions when the donated or
acquired long-lived assets are placed in service.

Government Contributions

Support funded by government contracts, which qualify as conditional promises to give, are
recognized when the condition of performing the contracted services is met. Revenue is
therefore recognized as earned as the condition of eligible expenses is incurred. These
expenditures are subject to audit and acceptance by the granting Organization and, as a result of
such audit, adjustments could be required.

Donated Services

According to Statement of Financial Accounting Standards (SFAS) No. 116, Accounting for
Contributions Received and Contributions Made, contributions of services are required to be
recognized if the services received (a) create or enhance non-financial 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. For the year ended June 30, 2007, $8,614 in
donated services was received by the Organization that met this recognition criteria.

In-Kind Contributions

In addition to receiving cash contributions, the Organization receives in-kind contributions from
various donors. In accordance with generally accepted accounting principles, the Organization
records the estimated fair market value of certain in-kind donations as an expense in its financial
statements, and similarly records corresponding donations by a like amount. For the year ended
June 30, 2007, the Organization received $70,000 in donated facilities.

Certain Vulnerabilities and Concentrations

During the fiscal year ending June 30, 2007, the Organization received approximately 65% of its
public support and revenue funding from the National Institute of Environmental Health
Sciences. Additionally, this funding source represents 57% of the government contributions
receivable at June 30, 2007. Any change in this funding source may cause disruption in program
activities.




OAl, INC.

NOTES TO FINANCIAL STATEMENTS

June 30, 2007

Functional Allocation of Expenses

The costs of providing various programs and other activities have been summarized on a
functional basis in the Statement of Activities and the Statement of Functional Expenses.
Accordingly, certain costs have been allocated among the programs and supporting services

benefited.

Note 2 - Conditional Promises to Give

The Organization has received the following conditional promises to give that are not recognized
as assets in the Statement of Financial Position as of June 30, 2007:

Grant

Term

Conditional Promises to Give Upon Expenditures of Funds:

National Institute of Environmental Health
Sciences — Worker Health and Safety
Cooperative Agreement

U.S. Environmental Protection Agency -
Brownfields Job Training Program

Illinois Department of Commerce and
Economic Opportunity
Job Training and Economic Development —
Incumbent Worker Program

Job Training and Economic Development —
H.O.S.T. Partnership

Employment Opportunity Grant
City of Chicago — Dept. of Environment
Greencorps Program
City of Chicago — Mayor’s Office of
Workforce Development:

TIF Works — Kehoe Designs

Central Loop TIF

Illinois Environmental Protection Agency

10/1/06 to

-10-

8/1/06 to
7/31/07

8/1/07 to
2/28/09

1/1/07 to
12/31/08

7/1/06 to
2/29/08

6/1/07 to
12/31/08

1/1/07 to
12/31/08

9/30/07

3/1/07 to
2/28/08

9/1/06 to
10/31/07

Conditional

Promise
Amount

$ 2,539,193

200,000

180,000

71,000

750,000

228,571

39,280

250,000

8,250
$ 4,266,294

Conditions Conditional
Met as of Promises
6/30/07 Available
$ 2,333,014 $ 206,179
14,166 185,834
4,826 175,174
13,307 57,693
872 749,128
114,286 114,285
35,633 3,647
76,764 173,236
5,280 2,970
$ 2,598,148 $ 1,668,146




OAI, INC.
NOTES TO FINANCIAL STATEMENTS
June 30, 2007

Note 3 - Property and Equipment

The Organization’s property and equipment at June 30, 2007 are as follows:

Furniture and equipment $ 86,175
Computer equipment 143,650
Leasehold improvements 14,119
243,944

Accumulated depreciation (201,431)
Net property and equipment $ 42,513

Depreciation expense amounted to $32,667 for the year ended June 30, 2007.

Note 4 - Refundable Advances

Refundable advances as of June 30, 2007 consist of the following advances from government
and non-governmental sources, which are to be expended on future programs as described by
funders:

Illinois Department of Commerce and Economic Opportunity
Job training and Economic Development —

Eliminate the Digital Divide through 12/31/07 $ 15,274
Eliminate the Digital Divide through 6/30/08 49,352
Total $ 64,626

Note 5 - Lines of Credit

The Organization has a $100,000 revolving line of credit expiring March 5, 2009. At June 30,
2007 there was no money borrowed against this line. The line is collateralized by substantially
all of the Organization’s assets. Interest varies with the bank’s prime rate, which was 8.25% as of
June 30, 2007, and would be payable monthly.

The Organization is obligated for credit cards issued in its name. At June 30, 2007, the
Organization’s total line of credit available related to these credit cards is $29,000, of which
$2,374 is outstanding and included in accounts payable.
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OAI, INC.
NOTES TO FINANCIAL STATEMENTS
June 30, 2007

Note 6 - Leases

OAl leases an operating facility under a non-cancellable operating lease arrangement. This lease
expires on October 31, 2015. Rental expense for this lease, included in the Statement of
Activities for the year ended June 30 2007, was $151,587.

Future minimum annual rental payments required under this operating lease are as follows:

June 30 Amount
2008 $ 155,082
2009 158,959
2010 162,933
2011 167,007
2012 171,182
Thereafter 618,483
Total $ 1,433,646

Note 7 - Retirement Plan

The Organization maintains a 401(k) defined contribution plan for the benefit of all of its
employees which allows for both employee and employer contributions. The Organization
matches up to 50 percent of the participating employee’s contribution which does not exceed six
percent of their compensation. The Organization contributed and expensed $17,315 for the year
ending June 30, 2007.

Note 8 - Temporarily Restricted Net Assets

Temporarily restricted net assets at June 30, 2007 are available for the following programs:

Pre-Employment Education and Training Programs $ 20,017
Worker Education and Training Programs — Gulf Coast 30,000
$ 50,017

Note 9 - Sub-Recipient Awards Payable

During the year ended June 30, 2007, the Organization entered into several agreements to pass-
through funding to other entities to provide the required program services. These grant awards
are recognized as a payable and corresponding expense at the time of conditions, if any, imposed
by the Organization are met. As of June 30, 2007, the conditions had been met for $1,018,025 of
these awards, with $132,228 remaining as conditional promises to give.
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SUPPLEMENTARY INFORMATION
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