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INDEPENDENT AUDITORS' REPORT

To the Board of Directors
Community Youth Services
Olympia, Washington

We have audited the accompanying statements of financialgmosft Community Youth Services as of
December 31, 2007 and 2006, and the related statements of acfiwit@®mnal expenses and cash flows
for the years then ended. These financial statements are the ilgiipoos Community Youth Services’
management. Our responsibility is to express an opinion on theseifihatatements based on our
audits.

We conducted our audits in accordance with auditing standardsatigaecepted in the United States of
America and the standards applicable to financial audits ioedtan Government Auditing Standards,
issued by the Comptroller General of the United States. Thaxséastls require that we plan and perform
the audit to obtain reasonable assurance about whether theidinatatements are free of material
misstatement. An audit includes consideration of internal contenl favancial reporting as a basis for
designing audit procedures that are appropriate in the circumstancest far the purpose of expressing
an opinion on the effectiveness of the Organization’s interimaitr@l over financial reporting.
Accordingly, we express no such opinion. An audit includes examinimga test basis, evidence
supporting the amounts and disclosures in the financial statenassiessing the accounting principles
used and significant estimates made by management, as we#laating the overall financial statement
presentation. We believe that our audits provide a reasonable basisdpiroon.

In our opinion, the financial statements referred to above préaielyt in all material respects, the
financial position of Community Youth Services as of December 31, 20872006, and the changes in
its net assets and its cash flows for the years tieledein conformity with accounting principles
generally accepted in the United States of America.

In accordance witlsovernment Auditing Standardse have also issued a report dated March 10, 2008
on our consideration of Community Youth Services’ internal cootret financial reporting and our tests

of its compliance with certain provisions of laws, regulati@astracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our tedtitegrafl control over financial
reporting and compliance and the results of that testing, and podtide an opinion on internal control
over financial reporting or on compliance. That report is an iatggart of an audit performed in
accordance witlGovernment Auditing Standardsd should be considered in assessing results of our
audit.

Our audit was performed for the purpose of forming an opinion on the fommncial statements of the
Community Youth Services taken as a whole. The accompanying sclofdeppenditures of federal
awards is presented fpurposes of additional analysis as required by U.S. Office asfdgement and
Budget Circular A-133Audits of States, Local Governments, and Non-Profit Organizatmasis not a
required part of the basic financial statements. Such infmmdias been subjected to the auditing
procedures applied in the audit of the basic financial stateraad{sn our opinion, is fairly stated, in all
material respects, in relation to the basic financial statertetga as a whole.

Lindley and Company LLC
Seattle WA
March 10, 2008




COMMUNITY YOUTH SERVICES

STATEMENTS OF FINANCIAL POSITION
DECEMBER 31, 2007 AND 2006

Asset:

Current asse
Cash and cash equivale
Investment
Accounts receivab
Grants receivab
Pledges receivak
Prepaid expens
Note receivable, current porti
Total current asse

Land, buildings and equipment,
Note receivable, net of current port

Total asse

Liabilities and Net Asset:

Current liabilitie:
Accounts payab
Accrued payroll and payroll tax
Accrued compensated abser
Deferred revenue
Capital leases, current portion
Total current liabilitie

Noncurrent liabilitie
Capital leases, net of current port
Long-term det
Total noncurrent liabilitie
Total liabilities

Net asse!
Unrestricte
Unrestricte:
Investment in fixed assets, net of related
Total unrestricted net ass

Temporarily restricte
Total temporarily restricted net as¢
Total net asset

Total liabilities and net assi

See accompanying notes to financial statements.

2007 200¢

$ 1,306,90 784,98:
700,21¢ 652,73:
44.,45( 246,61:
461,28! 200,46(
- 55,00(
22,75¢ 21,38¢
1,74¢ 1,74¢
2,537,36: 1,962,92.
3,765,94. 3,428,61.
74,36: 76,34(
$ 6,377,67. 5,467,87
$ 19,49: 20,39«
81,41¢ 69,44¢
95,97¢ 75,89¢

29,250 21,600

16,205 16,205
242,34! 203,54:
1,461 21,58¢
1,658,77! 1,266,53!
1,660,23! 1,288,12
1,902,58. 1,491,66:
1,717,51 1,099,78.
2,624,621 2,739,95!
4,342,14. 3,839,73
132,94¢ 136,47(
132,94¢ 136,47(
4,475,09. 3,976,20
$ 6,377,67. 5,467,87




COMMUNITY YOUTH SERVICES
STATEMENT OF ACTIVITIES
YEAR ENDED DECEMBER 31, 2007

Temporarily
Unrestricted Restricted Total
Support
Contributions $ 39,997 $ 121,920 $ 161,917
Annual campaign 38,966 - 38,966
In-kind donations 83,125 - 83,125
Release from restrictions 202,559 (202,559) -
Total support 364,647 (80,639) 284,008
Revenue
Government grants and contracts 4,312,390 - 4,312,390
Other grants - 131,556 131,556
Fees for services 49,241 - 49,241
Investment income 95,881 - 95,881
Rent and voucher revenue 213,289 - 213,289
Other revenue 44,347 - 44,347
Total revenue 4,715,148 131,556 4,846,704
Total support and revenue 5,079,795 50,917 5,130,712
Expenses
Program services 3,726,389 - 3,726,389
Management and general 717,605 - 717,605
Fund-raising 132,833 - 132,833
Total expenses 4,576,827 - 4,576,827
Change in net assets 502,968 50,917 553,885
Prior period adjustment (55,000) (55,000)
Net assets at beginning of year 3,839,737 136,470 3,976,207
Net assets at end of y: $ 4,342,70! $ 132,38 $ 4,475,09:

See accompanying notes to financial statements.




COMMUNITY YOUTH SERVICES
STATEMENT OF ACTIVITIES

YEAR ENDED DECEMBER 31, 2006

Support
Contributions
Annual campaign
In-kind donations
Release from restrictions
Total support

Revenue
Government grants and contracts
Other grants
Fees for services
Investment income
Rent revenue
Other revenue
Total revenue

Total support and revenue

Expenses
Program services
Management and general
Fund-raising

Total expenses
Change in net assets

Net assets at beginning of year
Net assets at end of y

See accompanying notes to financial statements.

Temporarily

Unrestricted

Restricted Total

$ 49,615 $

108,665 $ 158,280

41,183 - 41,183
88,013 - 88,013
228,830 (228,830) -

407,641 (120,165) 287,476
3,660,454 - 3,660,454

- 103,415 103,415
46,699 - 46,699
125,400 - 125,400
124,040 - 124,040
71,750 - 71,750
4,028,343 103,415 4,131,758
4,435,984 (16,750) 4,419,234
3,385,258 - 3,385,258
743,306 - 743,306
111,683 - 111,683
4,240,247 . 4,240,247
195,737 (16,750) 178,987
3,644,000 153,220 3,797,220

$ 383973 $

136,47C $ 3,976,20




COMMUNITY YOUTH SERVICES

STATEMENT OF FUNCTIONAL EXPENSES
YEAR ENDED DECEMBER 31, 2007

Program Services

Support Services

Salary and wages

Payroll tax expense

Employee benefits

Professional services and training
Supplies and equipment
Communications

Occupancy

Equipment repair and rental
Travel

Insurance

Fees, dues, subscriptions
Miscellaneous, fund transfers
Foster parent payments
Participant wages

Participant support

Equipment depreciation and other
Building depreciation and other

Total

See accompanying notes to financial statements.

Washington Street
Specialized Career & Independent Transitional Reading Outreach / Miscellaneous Management

Foster Care  Training  Haven House Living Housing Corps Rosie's R.I.S.E. AmeriCorps  Diversion Programs Total & General Fundraising Total Expenses
$ 272,33% 183,411 $ 411,941 $ 146,903 $ 124,999 $ 100,153 $ 159,276 $ 71,540 $ 57,120 $ 86,482 $ 182,543 % 1,796,703 $ 368,416 $ 94837 $ 2,259,956
24,009 15,650 45,652 13,064 11,173 8,862 14,055 6,355 4,986 8,031 16,963 168,800 33,686 8,242 210,728
27,605 20,038 40,673 14,270 15,396 10,525 16,550 9,090 5,365 10,232 17,241 186,985 49,636 8,900 245,521
10,021 2,506 243 1,278 769 1,340 463 175 610 150 121,277 138,832 18,253 4,862 161,947

3,107 1,232 31,425 2,822 728 5,988 612 917 2,172 495 5,681 55,179 36,411 2,601 94,191

11,047 2,333 4,142 3,727 1,962 6,961 3,809 1,453 1,538 1,413 4,194 42,579 17,120 1,477 61,176
8,936 11,053 10,910 5,633 4,120 9,793 12,792 3,197 2,918 2,813 34,699 106,864 37,818 7,408 152,090

1,346 941 1,034 589 174 1,192 1,212 336 324 919 2,474 10,541 8,165 113 18,819

24,746 3,697 7,143 7,863 4,382 4,086 2,621 3,950 1,687 1,516 20,779 82,470 7,508 64 90,042
4,799 2,237 4,381 1,406 1,381 1,262 1,406 929 1,937 731 7,048 27,517 27,397 780 55,694

417 710 975 329 793 3,668 513 204 640 529 896 9,674 20,451 107 30,232
(21,905) 40 - - 580 - - - 15 1,253 186 (19,831) 12,611 355 (6,865)
282,212 - - - 2,850 - - 1,500 - - 3,510 290,072 - - 290,072

- 50,154 - - 1,878 - - 1,013 127,029 - 73,942 254,016 - - 254,016

12,641 136,661 8,641 45,124 53,640 16,551 69,892 42,856 27,888 - 26,768 440,662 - - 440,662

7,242 1,806 3,335 2,161 305 - 7,052 1,323 - 2,274 6,747 32,245 39,034 757 72,036

15,050 7,640 11,471 4,156 2,479 4,405 12,164 2,156 2,244 2,988 38,328 103,081 41,099 2,330 146,510

$ 683,608 $ 440,109 % 581,966 $ 249,325 % 227,609 % 174786 $ 302,417 $ 146,994 $ 236,473 $ 119,826 $ 563,276 $ 3,726,389 $ 717,605 % 132,833 $ 4,576,827
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COMMUNITY YOUTH SERVICES
STATEMENT OF FUNCTIONAL EXPENSES
YEAR ENDED DECEMBER 31, 2006

Program Services Support Services

Washington Street
Specialized  Career & Independent Transitional Reading Outreach / Miscellaneous Management

Foster Care Training  Haven House Living Housing Corps Rosie's R.I.S.E. AmeriCorps  Diversion Programs Total & General  Fundraising Total Expenses

Salary and wages $ 257,428 177,127 $ 398,257 $ 91,955 $ 105920$% 110,941 $ 144,348 $ 90,975 $ 56,063 $ 85,268 $ 91,079 $ 1,609,361 $ 379,858 $ 76,094 $ 2,065,313
Payroll tax expense 25,215 17,178 50,008 9,067 10,485 10,781 14,213 9,103 5,462 8,624 10,370 170,506 46,505 7,641 224,652
Employee benefits 29,415 18,639 43,290 8,445 12,170 12,358 13,539 10,752 6,119 10,611 11,419 176,757 50,424 8,154 235,335
Professional services and training 7,835 5,716 183 1,242 869 2,828 1,377 742 207 136 46,725 67,860 19,689 226 87,775
Supplies and equipment 1,488 3,043 26,130 1,365 429 10,242 774 920 4,667 141 3,824 53,023 29,287 2,971 85,281
Communications 10,716 3,044 4,076 1,513 1,392 4,134 3,048 1,695 2,009 2,256 1,169 35,052 10,852 5,336 51,240
Occupancy 8,581 10,934 9,673 3,072 3,123 6,449 8,738 2,995 2,565 2,180 18,403 76,713 47,781 5,437 129,931
Equipment repair and rental 1,273 1,561 1,754 219 66 1,554 867 471 415 1,114 2,468 11,762 9,117 63 20,942
Travel 42,266 5,058 8,414 3,646 3,419 5,113 1,454 3,308 1,305 1,180 16,332 91,495 10,847 137 102,479
Insurance 5,270 2,790 4,041 1,399 1,370 1,006 1,475 945 2,064 757 2,962 24,079 25,225 491 49,795
Fees, dues, subscriptions 1,468 474 858 102 745 3,962 526 273 736 168 4,057 13,369 15,637 732 29,738
Miscellaneous 7,829 63 - - - - - - - 1,242 109 9,243 5,507 848 15,598
Foster parent payments 306,249 - - - 2,500 - - 1,400 - - 1,303 311,452 - - 311,452
Participant wages - 42,697 - - - - - - 134,938 - 60,493 238,128 - - 238,128
Participant support 11,160 87,167 10,083 64,873 48,283 20,061 67,886 49,774 31,543 - 15,781 406,611 4,964 - 411,575
Equipment depreciation and other 1,074 68 1,575 4,272 493 720 123 493 - - 2,230 11,048 40,743 1,046 52,837
Awards - - - - - - - - - - - - 6,862 - 6,862
Building depreciation and other 11,633 8,406 5,889 3,977 2,570 5,022 11,415 2,068 1,769 2,876 23,174 78,799 40,008 2,507 121,314
Total $ 728900 $ 383965% 564,231 % 195147 $ 193834 $ 195171 $ 269,783 $ 175914 $ 249862 $ 116,553 $ 311,898 $ 3,385258 $ 743,306 $ 111,683 $ 4,240,247
See accompanying notes to financial statements. 7




COMMUNITY YOUTH SERVICES
STATEMENTS OF CASH FLOWS

YEARS ENDED DECEMBER 31, 2007 AND 2006

2007 200¢
Cash flows from operating activit|
Change in net ass: $ 553,888 $ 178,98
Adjustments to reconcile change in net a:
to net cash from operating activiti
Depreciatiol 168,67 159,82¢
Net unrealized gain on investme (36,040 (42,175
Loss on disposal of equipm - 18¢
Change in operating assets and liabili
Accounts receivabl 202,16: (144,280
Grants receivab (260,825 77,31
Pledges receivable, 1 55,00( 38,83t
Prepaid expens (4,371 6,89¢
Accounts payab (902 (15,729
Accrued payroll and payroll tax 11,97: 18,30
Accrued compensated abser 20,08t (11,776
Deferred revent 7,65( (8,062
Net cash from operating activit 720,29( 258,33
Cash flows from investing activiti
Net sales (purchase) of investm (11,446 (45,213
Payments received for note receivi 1,97¢ 1,76¢
Purchase of land, buildings and equipr (506,006 (615,614
Net cash from investing activiti (515,474 (659,061
Cash flows from financing activiti
Proceeds from long-term di 392,23t 603,00¢
Principal payments on long-term d - -
Principal payments on capital lea (20,127 (24,735
Net cash from financing activiti 372,10¢ 578,27(
Net change in cash and cash equiva 576,92} 177,54:
Cash and cash equivalents at beginning of p 784,98 607,44
Cash and cash equivalents at end of period $ 1,361,90% 784,982
Supplemental information: Cash paid for inte $ 86t % 1,34(
See accompanying notes to financial statements. 8




COMMUNITY YOUTH SERVICES
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2007 AND 2006

Note 1. Nature of Organization and Significant Accounting Policies

Community Youth Services (the Organization), located in Olympia Wéas founded in 1970 as a small,

non-profit, social service agency. For thirty-seven years,igsiom has been to support youth and families
in meeting their needs for health, safety, security, and commdrity Organization assists children and
teens from diverse backgrounds in realizing their potentidl daveloping a sense of responsibility to

themselves and their community as they make the transition into prodadtiklkood.

The Organization became accredited by the Council on Accredititi Children and Family Services in
2000 and has steadily grown and expanded, providing and developing programspibad ito the diverse
and ever-changing needs of the young people in our community. The folloutlirges the major service
programs:

SPECIALIZED FOSTER CARE SERVICES provide stable honwsybuth in foster care and
recruits and trains foster parents who understand a troubled youth’s unégise ne

CAREER TREK provides career counseling, collegggation, on-the-job skills training and labor
market preparation to help low-income youth starb@ath toward productivity and self-sufficiency.
In partnership with South Puget Sound Community College, Choicelfande, an alternative
school, enables high school dropouts to continue their education,Geareral Equivalency
Diplomas (GED), and begin earning college credits toward work-relatededpgpgrams.

HAVEN HOUSE provides temporary housing for teens that are hemeade in crisis in a
residential environment. Trained counselors provide reasssujpgprt, assess immediate needs,
offer counseling or family mediation, and link youth with appropridevices to help eliminate
the crises.

AMERICORPS YOUTH IN SERVICE, a national service program partnership with
READINESS TO LEARN, and local schools and social sersaipencies, provides mentors for at-
risk youth, recruits volunteer mentors, leads community seprigiects and develops a sense of
service in those they serve.

WASHINGTON READING CORPS, a national service program, promotading in local
schools through individual and group tutoring services, pro-reaglegts and recruiting and
managing reading volunteers.

The R.I.S.E TRANSITIONAL LIVING PROGRAM (Bsponsibility, hdependence,upport and
Encouragement) offers transitional housing and individual support to youngatioltsre leaving
foster care or who are homeless and are working toward selfisndly and financial
independence.

STREET OUTREACH counselors provide direct contact, immediaigs intervention, and
appropriate referrals to the Organization and other commueitjces for street youth who are
homeless, vulnerable, or in imminent crisis. Rosie’s Piaee daytime drop-in/resource center
offering meals, counseling, and direct access to a widetyariecommunity-based services for
homeless youth.

JUVENILE DIVERSION provides a successful alternative te formal juvenile justice system
for young people who have committed first-time offenses. Comgnukitountability Board
(CAB) volunteers meet the youth and recommend appropriate penaiisstution, and
community service projects.




COMMUNITY YOUTH SERVICES
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2007 AND 2006
(continued)

Note 1. Nature of Organization and Significant Accounting Policies (cdinued)

INDEPENDENT LIVING SKILLS case managers’ work with youtttansitioning out of foster
care to develop the skills they need to become independent. Theyaide support for youth
who have already transitioned out of foster care by providing eagemnent, skills training, goal
setting, access to basic needs and funding to attend higher education.

FAMILY PRESERVATION SERVICES counselors work with farmagi experiencing conflict.
They assist estranged families in reuniting and building heédtmily structures. They help to
identify the families’ strengths and productive problem resolution.

FOSTER CARE ASSESSMENT PROGRAM provides complete assgdgsnof the health and
well being of children in foster care who lack a finalizednp@nency plan, ensuring their needs
have been met and working to remove obstacles to permanency planning.

Financial statement presentatiohe Organization reports information regarding its finanp@dition
and activities according to three classes of net assets:

Unrestricted net assets are those currently availablesto by the Organization under the direction of the
Board, and those resources invested in land, buildings and equipment.

Temporarily restricted net assets are those stipulated by dimma@pecific operating purposes or for the
acquisition of property and equipment; or those not currentlyladobai for use until commitments
regarding their use have been fulfilled or lifetime beneficiary istereave ceased.

Permanently restricted net assets are those contributihd denor stipulations that they be held in
perpetuity with use of income for unrestricted or temporarily résttipurposes.

The Organization has no permanently restricted net assets.

Contributions: Contributions are recognized as revenues in the period rec&eediibuted support is
reported as unrestricted or as restricted depending on thenedisdf donor stipulations that restrict the
use of the support. When a donor imposed restriction expires, thatds, a stipulated time restriction
ends or purpose restriction is accomplished, temporarily restneteassets are reclassified to unrestricted
net assets and reported in the statement of activities as netragsated from restrictions.

Functional allocation of expense¥he costs of providing the programs and other activities baen
summarized on a functional basis in the statements of assivitAccordingly, certain costs have been
allocated among the programs and supporting services benefited.

Donated services and goodEhe Organization records various types of in-kind contribatiamcluding
food, clothing and linens at fair value when received or when pledged if collectertain.

Many individuals volunteer their time and perform a varietytadks that assist the Organization in
program service. These services do not meet the critari@éognition as contributed services and no
amounts have been reflected in the accompanying financial statemehtsstowolunteer hours.

10




COMMUNITY YOUTH SERVICES
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2007 AND 2006
(continued)

Note 1. Nature of Organization and Significant Accounting Policies (cdinued)

Cash and cash equivalentSash consists of cash held in checking and savings accounts. Cash equivalents
consist of cash held in an investment brokerage account. For paigiodes Statements of Cash Flows,

the Organization considers all unrestricted, highly liquid investsywith an initial maturity of three
months or less to be cash equivalents. The Organization placessitsand cash equivalents in four
financial institutions. The amount of deposit exceeded the fegé@malired deposit limits at times during

the year.

Investments:Investments in equity securities with readily determinddilevalues and all debt securities

are carried at fair value with gains and losses included astriated in the statements of activities. Other
investments (such as real property) are carried at the lmwemst or fair value. Donated investments are
recorded at fair value on the date of donation and thereadteled in accordance with the above

provisions.

Accounts receivable:Accounts receivable are stated at the amount management expeotiect from
outstanding balances. Management provides for uncollectible rascby adjustment to a valuation
allowance based on its assessment of the current status ofliradlireceivables from grants, contracts and
foster care payments. Changes in the valuation allowance f@véeen material to the financial
statements.

Buildings and equipmentPurchased buildings and equipment is capitalized at cost.  Dusaiio
buildings and equipment are recorded as contributions at theira¢sti fair value. Such donations are
reported as unrestricted contributions unless the donor hagtesstthe donated asset to a specific
purpose. Assets donated with explicit restrictions regarding tiseiand contributions of cash that must
be used to acquire buildings and equipment are reported as &igpastricted contributions. Absent
donor stipulations regarding how long these donated assets mustiriiained, the Organization reports
expirations of donor restrictions when the donated or acquired assgikaced in service as instructed by
the donor. The Organization reclassifies temporarily résttinet assets to unrestricted net assets at that
time.

Depreciation is provided using the straight-line method ovanattd useful lives of three to thirty years.
The Organization's policy is to capitalize property and equipmenmt®8,000. Amortization of equipment
acquired under capital leases is included with depreciatipanse. The net fixed asset balance has been
recorded as a separate component in unrestricted net as¥atse government grants and contracts
contain a reversionary interest in fixed assets purchased withudihd.

Deferred revenueDeferred revenue represents cash revenue received in adegrogram development
expenditures. Revenue is recorded as funds are expended.

Cost reimbursement contractRevenues under cost-reimbursement type contracts are recobassst

on billings submitted for reimbursement and are subject to audiednylatory and other agencies and
retroactive adjustments may be made by the funding agencies.

11




COMMUNITY YOUTH SERVICES
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2007 AND 2006
(continued)

Note 1. Nature of Organization and Significant Accounting Policies (ctinued)

Income tax statusfhe Organization is exempt from federal income taxes under thisiprms/of Section
509(a) of the Internal Revenue Code as an entity describedtinr$801(c)(3). Accordingly, no provision
for income taxes has been made. In addition, the Organization has bsdiedlas an organization that is
not a private foundation under Section 509(a)(1).

Use of estimatesThe preparation of financial statements in conformity witlkoaating principles
generally accepted in the United States requires managjdgmanake estimates and assumptions that
affect the reported amounts and disclosures. Accordingly, lagsidts could differ from the estimated
amounts.

Reclassification: Certain items have been reclassified from the prior year forntedies purposes.

Note 2. Investments

Investments, consisting of various mutual funds, are carriedr ah&aket value, based on year-end market
values. Investment income consisted of the following at December 31:

2007 200¢
Interest and dividen $ 62,71 % 43,59
Realized gair 99¢ 36,21!
Unrealized gair 36,04( 42,17¢
Less investment management - (20,452 (3,371
Interest on Special Reserves - Board desig! 6,58 6,794
$ 95,881 $ 125,400
Note 3. Pledges Receivable
Pledges receivable at December 31 consist of the following:
2007 200¢
Receivable in less than one y $ - $ 55,00(
Receivable in one to five yei - -
- 55,000
Less discounts to net present value ( - -
$ - $ 55,00(

12




COMMUNITY YOUTH SERVICES
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2007 AND 2006
(continued)

Note 4. Note Receivable
The Organization holds a thirty-year note receivable arigiog fa property sale to an unrelated party.
The down payment of $23,000 is temporarily restricted per agreemtérthe seller. Interest accrues at

8.5% per annum; payments are $8,560 annually. The note will be paid in full in 2025. All amouwmis due
the note are deemed collectible; therefore, no allowance has beeisksthbl

Note 5. Land, Buildings and Equipment

Land, buildings and equipment consisted of the following at December 31.:

2007 200¢€
Buildings and improvemer $ 4,262,81! $ 3,818,52.
Vehicles 167,13( 108,47t
Equipmen 66,94 63,88¢
4,496,88 3,990,88.
Less: accumulated depreciat (1,206,993 (1,038,318
3,289,89. 2,952,56:
Lanc 476,04¢ 476,04¢
$ 3,765,943 $ 3,428,612

Note 6. Capital Lease Commitments

The Organization has a five-year capital equipment leasthdatrelephone system which was paid off in
2007. They also have five-year capital leases commencing in 2004 and 2008dier perchases.

Future lease payments under these leases for the years ended D&dewdrer.

2007 200¢€
Honda Motor Company five-year financing on six
vehicles, four purchased in 2003, and two in 2004.

Monthly payments are made on each vehicle, totaling
approximately $1,750 per month. $ 17,666 $ 37,7¢€
17,66 37,7¢
Less current portio (16,20 (16,20
$ 1,46 $ 21,5¢

13




COMMUNITY YOUTH SERVICES
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2007 AND 2006
(continued)

Note 6. Capital Lease Commitments (continued)

Future scheduled maturities of capital lease payments are as follows:

December 3:
200¢ $ 15,90
200¢ 1,76
201( -
2011

$ 17,66

Note 7. Tenant Lease Commitments

The Organization leases a building to an unrelated nonprofit or¢gjanizan agency serving special needs
youth. The lease expired December 31, 2006, with monthly legsgepts of $4,500 - $6,000, which are
recorded to rental income in the statement of activities.

14




COMMUNITY YOUTH SERVICES
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2007 AND 2006

(continued)
Note 8. Long-term Debt

Long-term debt consisted of the following at December 31.:

Department of Community, Trade and Economic
Development 40-year note commencing 2006 and expiring
2047. Debt for Pear Street transitional housing will be
forgiven if all contract terms and condition are met;
substantially, use of property is restricted. $

City of Olympia promissory note entered into September
2006 for rehabilitation of Pear Street transitional housing.
Terms are 0%, with debt forgiveness if certain perform
conditions are met.

City of Olympia promissory note entered into July 200!
rehabilitation of the operating facility. Terms are 0%, with
debt forgiveness if certain performance conditions are met.

City of Olympia deferred loan entered into February 2007.
Non-expiring note. Terms are 0%, with debt non-callable
if contract terms and conditions are met; substantially, use
of property is restricted.

Department of Community, Trade and Economic
Development 20-year note commencing 1992 and expiring
2012. Debt for Haven House will be forgiven if all

contract terms and conditions are met; substantially, use of
property is restricted.

Department of Community, Trade and Economic
Development 25-year note commencing 1995 and expiring
2020. Debt for Housing Assistance Program will be
forgiven if all contract terms and conditions are met;
substantially, use of property is restricted.

2007 200¢
714,907 450,0C
212,022 153,0C

50,000 50,0C

68,312

87,834 87,8<
180,850 180,8¢

(Continued on next pac
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COMMUNITY YOUTH SERVICES
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2007 AND 2006
(continued)

Note 8. Long-term Debt (continued)
2007 200¢€

(Continued from previous pac

Department of Community, Trade and Economic

Development 40-year note commencing 2003 and expiring

2043. Debt for Transitional Housing will be forgiven if all

contract terms and conditions are met; substantially, L

property is restricted. 180,850 180,85

Department of Community, Trade and Economic
Development 25-year note commencing 1994 and expiring
in 2019. Debt for Emergency and Transitional
Homes/Youth Shelter Project will be forgiven if all

contract terms and conditions are met; substantially, use of

property is restricted. 164.000 164.0¢C

1,658,775 1,266,5¢

Less current portic -
$ 1,658,775 $ 1,266,5%

Note 9. In-kind Donations

In-kind donations, consisting of food, clothing, and linens, were donated as follows:

2007 2006

Program

Haven Hous $ 550 $ 11,48

Fostercare Servic 2,58 3,67

Independent Living Servic 1,08 1,43

Street Outreach/ Rosie's PI 43,99 44,28

R.I.S.E. Transitional Housil 4,77 7,45

Readiness to Lea 20

Transitional Living Progral 4,77 11,15

Career Tre 5 87

AmeriCorps Youth in Servic 4,75 3,41

Washington Reading Corps 6,139 3,036

Other programs 1,005
Management and Genel

Administrative 9,47

$ 83,125 $ 88,013
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COMMUNITY YOUTH SERVICES
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2007 AND 2006
(continued)

Note 10. Fund Balances

Fund balances, including reclassification of building and equiproet+ Board designated for the years
ended December 31, were as follows:

Temporarily
Unrestricted Restricted Total

Operations fund $ 62,690 $ 136,470 $ 199,160
Special reserve - Board designated 737,092 - 737,092
Operations reserve - Board designated 300,000 - 300,000
Total operations and endowment fund 1,099,782 136,470 1,236,252
Building and equipment fund 78,247 - 78,247
Building and equipment fund - Board designated 2,661,708 - 2,661,708
Total fund balances, December 31, 2006 $ 3,839,73% 136,470 $ 3,976,207
Operations fun $ 68042« $ 132,94 $ 813,37:

Special reserve - Board designated 737,092 737,092
Operations reserve - Board designated 300,000 300,000
Total operations and endowment fund 1,717,518 132,948 1,850,466
Building and equipment fund 78,247 - 78,247
Building and equipment fund - Board designated 2,546,379 - 2,546,379
Total fund balances, December 31, 2007 $ 4,342,148 132,948 $ 4,475,092

Note 11. Temporarily Restricted Net Assets

Temporarily restricted net assets, not including temporadtricted investment in fixed assets, consisted
of the following at December 31:

2007 200¢

Rosie's Place - drop in cer $ 6,33¢ $ 18,40(
Volunteerisn - 28,45«
Youth Cour 10,00( -
RISE 2,00( -
Human resource developm 9,22¢ 12,11¢
General Operatiol 54,33’ 22,50(
Time restricted (pledge 11,05( 55,00(

$ 92,94¢ $ 136,47(
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COMMUNITY YOUTH SERVICES
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2007 AND 2006
(continued)

Note 12. Retirement Plan

The Organization established an Internal Revenue Code 403(bjneiirplan effective January 1, 1983,
amended January 1, 2000. Under the Plan, the employer can makeotiggretontributions up to 5% of
eligible employees’ salaries. Employer Plan contributions #68:843 and $57,723 for the years ended
December 31, 2007 and 2006, respectively.

Note 13. Economic Dependence

The WA Department of Social and Health Services (grants asddeservice) and the US Department of
Labor provided approximately 56% and 50% of total revenue and suppdine years ended December
31, 2007 and 2006, respectively.

Note 14. Contingent Liabilities

In 1995, the Organization purchased property on which the Washington Estgieyment Security
Department had placed a lien on the prior owners for about $38,000. Theypvegepurchased with the
understanding that the payment will be required when the propesiylds As payment is contingent
based on the sale of the property, no amount has been recordeditartb@l statements for the years
ended December 31, 2007 and 2006. There are no pending plans to sale the property.
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SUPPLEMENTARY REPORTS AND SCHEDULES
IN ACCORDANCE WITHGOVERNMENT AUDITING STANDARDS
AND OMB CIRCULAR A-133
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COMMUNITY YOUTH SERVICES
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED DECEMBER 31, 2007

Federal
Federal Grantor/Pass-Through Grantor Program or Cluster CFDA Pass-Through Entity Federal Total By
Title Number Grant Period Identifying Number Expenditures Agency
US Dept of Agriculture
Pass Through the WA Office of Superintendent oflieub
Instruction
School Breakfast Program 10.553 9/1/2006 - 8/31/2007 34-003-9800 $ 5,237
School Breakfast Program 10.553 9/1/2007 - 8/31/2008 34-003-9800 2,242
Total US Department of Agriculture $ 7,479
US Department of Housing and Urban Development
Supportive Housing Program (B,C) 14.235 8/1/200634/20007 WAO01B501016 $ 134,071

8/1/2007 - 7/31/2008 WAO01B601002

Pass through WA Dept of Community Trade & Economic
Development/Housing Authority / ESGP
Emergency Shelter Grants Program 14.231 5/1/20080/ 2307 06-46106-34 2,024
Emergency Shelter Grants Program 14.231 5/1/20030/21308 06-46106-34 3,407
Pass through DCTED/Transitional Living Program/ESAP
Emergency Shelter Grants Program 14.231 7/1/2006 8160 S 06-461-05-34 3,269
Emergency Shelter Grants Program 14.231 7/1/200728168 S 06-461-05-34 3,269
Pass through Housing Authority of Thurston County
Section 8 Housing Choice Vouchers 14.871 6/1/200%/300)7 WA 049 14,869
Total US Department of Housing and Urban Developnen $ 160,909
US Department of Justice
Pass through WA Dept of Social and Health Services
Juvenile Justice and Delinquency Prevention- 16.540 /1/2@06-06/30/2007 1-100-01506 $ 6,318
Allocation to States (A,B)
Juvenile Justice and Delinquency Prevention- 16.540 /1/2007-06/30/2008 1-100-00907 4,517
Allocation to States (A,B) $ 10,835
Total US Department of Justice
US Department of Labor
Pass through Thurston County
Workforce Investment Act Youth Activities (A) 17.259 7/1/2006-6/30/2007 C763-7006 Mod 2 $ 226,425
Workforce Investment Act Youth Activities (A) 17.259 7/1/2007-6/30/2008 C763-7006 Mod 2 274,877
Total US Department of Labor $ 501,302
Federal Emergency Management Agency
Pass Through United Way of Thurston County
Emergency Food and Shelter National Board Progfgm ( 97.024 10/01/2006 - 9/30/2007 24-8934-00-003 $ 15,000
Federal Emergency Management Agency Total $ 15,000
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COMMUNITY YOUTH SERVICES

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED DECEMBER 31, 2007

(continued)

Federal

Federal Grantor/Pass-Through Grantor Program or Cluster CFDA Pass-Through Entity Federal Total By
Title Number Grant Period Identifying Number Expenditures Agency
US Department of Health and Human Services
Pass through Together!
Compassion Capital Fund, Communities Empoweringtfyou 93.009 10/01/2006 - 9/30/2007 5,317

10/01/2007 - 9/30/2008 -
Transitional Living for Homeless Youth (B) 93.550 2006-1/31/2007 10CX0045/04 17,364
Transitional Living for Homeless Youth (B) 2/1/200731/2008 10CX0045/05 197,325
Education and Prevention to Reduce Sexual AbuBeindway,
Homeless and Street Youth 93.557 9/30/2006-9/29/2007 10CY00048/03 73,689
Education and Prevention to Reduce Sexual AbuBeindway,
Homeless and Street Youth 9/30/2007-9/29/2008 10CYO0058/01 4,097
Suicide Prevention 93.243 9/30/2006 - 9/29/2007 N15508-1 12,443
Suicide Prevention 9/30/2007 - 9/29/2008 N15508-1 2,175
Runaway and Homeless Youth 93.623 9/30/2006-9/29/2007 10CY0141/03 66,906
Runaway and Homeless Youth 9/30/2007-9/29/2008 10CY0162/01 21,896
Independent Living (A) 93.674 9/01/2006-8/31/2007 0612-04735 (3,190)
Independent Living (A) 9/01/2006-8/31/2007 0612-04735 108,775
Independent Living (A) 9/01/2007-8/31/2008 0712-25871 58,723
Total US Department of Health and Human Services $ 565,520
Corporation for National and Community Service
Pass Through WA Commission for National & Commuiggrvice 94.006 8/1/2006-7/31/2007 03AFHWAO001-07-16 138,808

8/1/2007-7/31/2008 06AFHWA0010007 87,097
Pass Through WA Dept of Employment Security - Wagtan
Service Corps. 9/01/2006-8/31/2007 07-017-G 89,895

94.006 9/01/2007-8/31/2008 K18 41,972

Pass Through WA Dept of Employment Security - Wagtan
Service Corps. 94.013 9/01/2006-8/31/2007 07-017G 25,509

9/01/2007-8/31/2008 K18 9,477
Total for Corporation for National and Community Seice $ 392,759
Total Expenditure of Federal Awards $ 1,653,804
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COMMUNITY YOUTH SERVICES
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED DECEMBER 31, 2007

Note 1. Significant Accounting Policies

The accompanying schedule of expenditures of federal awardsdadiue federal grant activity of the
Organization and is presented on the accrual basis of accouritirg.information in this schedule is
presented in accordance with the requirements of OMB Circ#aB3, Audits of States, Local
Governments, and Non-Profit Organization$herefore, some amounts presented in this schedule may
differ from amounts presented in, or used in the preparation of, the basicdlrsatments.
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND _ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING
STANDARDS

To the Board of Directors
Community Youth Services
Olympia, Washington

We have audited the financial statements of Community Youthcesr(the Organization) as of and for
the year ended December 31, 2007, and have issued our report therebMatate 10, 2008. We
conducted our audit in accordance with auditing standards gerera#ipted in the United States and the
standards applicable to financial audits containedsavernment Auditing Standardssued by the
Comptroller General of the United States.

Internal Control over Financial Reporting

In planning and performing our audit, we considered Community Youth $srwidernal control over
financial reporting as a basis for designing our audit procedioréise purpose of expressing our opinion
on the financial statements, but not for the purpose of expressingraonopn the effectiveness of the
Organization’s internal control over financial reportingccordingly, we do not express an opinion on
the effectiveness of the Organization’s internal control over finareparting.

A control deficiencyexists when the design or operation of a control does not allamagement or
employees, in the normal course of performing their assigned functtonprevent or detect
misstatements on a timely basis. shgnificant deficiencyis a control deficiency, or combination of
control deficiencies, that adversely affect the entity’ditgbio initiate, authorize, record, process, or
report financial data reliably in accordance with genemdigepted accounting principles such that there
is more than a remote likelihood that a misstatement of thtg’sriinancial statements that is more than
inconsequential will not be prevented or detected by the Organizatitersahcontrol.

A material weaknests a significant deficiency, or combination of significantidencies, that results in
more than a remote likelihood that a material misstatemenibeo financial statements will not be
prevented or detected by the entity’s internal control.

Our consideration of internal control over financial reportirgs for the limited purpose described in the
first paragraph of this section and would not necessarilyifgeait deficiencies in internal control that
might be significant deficiencies or material weaknes¥és.did not identify any deficiencies in internal
control over financial reporting that we consider to be material weakas defined above.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether glamigation's financial statements are free
of material misstatement, we performed tests of its campd with certain provisions of laws,
regulations, contracts and grant agreements, noncompliance with eduld have a direct and material
effect on the determination of financial statement amounts. Howeverdpr@an opinion on compliance
with those provisions was not an objective of our audit, and dogbydwe do not express such an
opinion. The results of our tests disclosed no instances of noriaos®lor other matters that are
required to be reported undéovernment Auditing Standards.
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Lindley and Company LLC
Community Youth Services

This report is intended solely for the information and usehef US Department of Labor, the US
Department of Health and Human Services, the Washington Sta@tident of Social and Health
Services and federal awarding agencies and other pass-throughsetite audit committee and
management and is not intended to be and should not be used by anyone athlkeesbhaspecified

parties.

Lindley and Company LLC
March 10, 2008
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REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACHM AJOR
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE IN ACCORDA NCE WITH
OMB CIRCULAR A-133

To the Board of Directors
Community Youth Services
Seattle, Washington

Compliance

We have audited the compliance of Community Youth Services (tganation) with the types of

compliance requirements described in th8. Office of Management and Budget (“OMB”) Circular A-
133 Compliance Supplemdhtt are applicable to each of its major federal programthéoyear ended

December 31, 2007. The Organization’s major federal programsdengified in the summary of

auditors’ results section of the accompanying schedule of findings arttbgedscosts. Compliance with

the requirements of laws, regulations, contracts, and gepypbcable to each of its major federal
programs is the responsibility of the Organization's manager@emtresponsibility is to express an
opinion on the Organization’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing stisngenerally accepted in the
United States of America; the standards applicable to fiakaadits contained iGGovernment Auditing
Standardsjssued by the Comptroller General of the United States; &nl Oircular A-133,Audits of
States, Local Governments, and Non-Profit Organizatiofisose standards and OMB Circular A-133
require that we plan and perform the audit to obtain reasonafieaase about whether noncompliance
with the types of compliance requirements referred to abdatecbuld have a direct and material effect
on a major federal program occurred. An audit includes examining,test dasis, evidence about the
Organization’s compliance with those requirements and performsutdy other procedures as we
considered necessary in the circumstances. We believe thatiditiprovides a reasonable basis for our
opinion. Our audit does not provide a legal determination of tharation’s compliance with those
requirements.

In our opinion, the Organization complied, in all material respeath, the requirements referred to
above that are applicable to each of its major federal prograntsefge&r ended December 31, 2007.

Internal Control over Compliance

The management of the Organization is responsible for edtadgliand maintaining effective internal
control over compliance with the requirements of laws, regulatiomstracts and grants applicable to
federal programs. In planning and performing our audit, we consideedrganization’s internal control

over compliance with the requirements that could have atdiret material effect on a major federal
program in order to determine our auditing procedures for the pugiosepressing our opinion on

compliance, but not for the purpose of expressing an opinion on theveffiess of internal control over

compliance. Accordingly, we do not express an opinion on the effeetiseof the Organization’s

internal control over compliance.
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Lindley and Company LLC
Community Youth Services

A control deficiencyin an entity’s internal control over compliance exists whendésign or operation of

a control does not allow management or employees, in the normakocauperforming their assigned
functions, to prevent or detect noncompliance with a type of compliance regntrefva federal program
on a timely basis. Aignificantdeficiencyis a control deficiency, or combination of control deficiencies,
that adversely affect the entity’s ability to administefiederal program such that there is more than a
remote likelihood that noncompliance with a type of compliance mexmeint of a federal program that is
more than inconsequential will not be prevented or detected by the emtigyizal control.

A material weaknests a significant deficiency, or combination of significantidencies, that results in
more than a remote likelihood that material noncompliance wiyipe of compliance requirement of a
federal program will not be prevented or detected by the entity’s intemntbt

Our consideration of internal control over compliance wasHerlimited purpose described in the first
paragraph of this section and would not necessarily identifyeéitiencies in internal control that might
be significant deficiencies or material weaknesses. Wendididentify any deficiencies in internal
control over compliance that we consider to be material weaknesskesdinasl above.

This report is intended solely for the information and use¢hef US Department of Labor, the US
Department of Health and Human Services, the Washington Sta@tident of Social and Health
Services and federal awarding agencies and other pass-throughsetite audit committee and
management and is not intended to be and should not be used by anyone aothlkeesbtaspecified

parties.

Lindley and Company LLC
March 10, 2008
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COMMUNITY YOUTH SERVICES
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED DECEMBER 31, 2007
SECTION 1 — SUMMARY OF AUDITORS' RESULTS

Type of auditors’ report issued: Unqualified

Internal control over financial reporting:
Material weakness(es) identified: yes __ X__no

Reportable condition(s) identified
that are not considered to be material weakness(es)? yes X __ho

Noncompliance material to the financial
statements noted? yes _ X__ no

Federal Awards

Internal control over major programs:
Material weakness(es) identified: yes __ X__no

Reportable condition(s) identified
that are not considered to be
material weakness(es) ? yes X __ no

Type of auditors’ report issued on compliance
for major federal award programs: Unqualified

Any audit findings disclosed that are required to be
reported in accordance with Section 510(a) of

OMB Circular A-133? yes __ X__ no
Identification of major programs Department of Health and Human Service
Name of Federal Program or Cluster CFDA 94.006 AmeriCorps

Department of Housing and Urban Development
CFDA 14.235 Supportive Housing Program

Dollar threshold used to distinguish between
Type A and Type B programs: $300,000

Auditee qualified as low-risk auditee: __X__yes no

SECTION 2 — FINANCIAL STATEMENT FINDINGS
NONE

SECTION 3 — FEDERAL AWARD FINDINGS AND QUESTIONED COSTS
NONE
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COMMUNITY YOUTH SERVICES
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
YEAR ENDED DECEMBER 31, 2007

SECTION 2 — FINANCIAL STATEMENT FINDINGS
NONE
SECTION 3 — FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

NONE
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