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CPAs & BUSINESS ADVISORS

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Lifetrack Resources, Inc.
St. Paul, Minnesota

We have audited the accompanying statement of financial position of Lifetrack Resources, Inc. (a nonprofit
organization) (Lifetrack or the Organization) as of December 31, 2009 and the related statements of activities,
cash flows and functional expenses 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 2008
financial statements and, in our report dated May 21, 2009, we expressed an unqualified opinion on those
financial statements.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to the 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 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 Lifetrack Resources, Inc. as of December 31, 2009, and the changes in its net assets and cash flows
for the year then ended in conformity with accounting principles generally accepted in the United States of
America.

In accordance with Government Auditing Standards, we have also issued reports dated June 4, 2010 on our
consideration of Lifetrack Resources, Inc.’s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements and other matters. The
purpose of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be considered in assessing the results of our audit.

&M L’

Minneapolis, Minnesota
June 4, 2010

WWw. .com
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LIFETRACK RESOURCES, INC.
STATEMENT OF FINANCIAL POSITION
DECEMBER 31, 2009 (WITH COMPARATIVE TOTALS FOR 2008)

2009 2008
ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 634,523 $ 259,459
Receivables
Accounts, less allowance for doubtful accounts
of $44,000 in 2009 and $80,000 in 2008 547,032 650,200
Contributions, net 3,658 113,680
Grants 631,014 952,906
Inventory 185,209 243,931
Prepaid expenses and other assets 131,898 52,126
Total current assets 2,133,334 2,272,302
PROPERTY AND EQUIPMENT, net 2,483,626 2,753,602
INVESTMENTS 613,411 500,399
LONG-TERM CONTRIBUTIONS RECEIVABLE, net 68,195 5,736
OTHER ASSETS 40,779 39,817
TOTAL ASSETS $ 5,339,345 $ 5,571,856
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Accounts payable $ 85,906 $ 221,781
Accrued expenses 334,983 501,421
Deferred revenue 19,600 15,000
Total current liabilities 440,489 738,202
NET ASSETS
Unrestricted
Undesignated 4,009,892 4,077,348
Board designated for endowment purposes 288,721 234,491
Temporarily restricted 334,155 278,015
Permanently restricted 266,088 243,800
Total net assets 4,898,856 4,833,654
TOTAL LIABILITIES AND NET ASSETS $ 5,339,345 $ 5,571,856

See Notes to Financial Statements




LIFETRACK RESOURCES, INC.

STATEMENT OF ACTIVITIES

YEAR ENDED DECEMBER 31, 2009 (WITH COMPARATIVE TOTALS FOR 2008)

SUPPORT AND REVENUE

Contributions

United Way

Program service fees
Government
Non-government service fees
Packaging First sales

Rent income

Interest income

Investment income (loss)

Miscellaneous

Net assets released from restrictions

Total support and revenue

EXPENSES
Program services
Employment and Business Services
Child and Adult Therapies
Early Childhood and
Family Services
Total program services
Supporting services
Management and general
Fundraising
Total supporting services

Total expenses
CHANGE IN OPERATING NET ASSETS

NONOPERATING ACTIVITY
Loss on disposal of assets

CHANGE IN NET ASSETS
NET ASSETS, BEGINNING OF YEAR

NET ASSETS, END OF YEAR

See Notes to Financial Statements

2009 2008
Temporarily  Permanently
Unrestricted Restricted Restricted Totals Totals
$ 103,159 $ 494,000 $ 22,288 $ 619,447 $ 506,740
1,096,473 - - 1,096,473 1,027,160
4,958,946 - - 4,958,946 6,134,779
1,236,528 - - 1,236,528 1,191,988
1,600,469 - - 1,600,469 2,768,252
12,789 - - 12,789 18,046
2,052 - - 2,052 3,157
55,182 36,494 - 91,676 (117,618)
16,708 - - 16,708 11,693
474,354 (474,354) - - -
9,556,660 56,140 22,288 9,635,088 11,544,197
4,968,593 - - 4,968,593 7,196,831
1,777,741 - - 1,777,741 1,889,196
1,675,525 - - 1,675,525 1,661,630
8,421,859 - - 8,421,859 10,747,657
798,482 - - 798,482 868,214
251,418 - - 251,418 247,197
1,049,900 - - 1,049,900 1,115,411
9,471,759 - - 9,471,759 11,863,068
84,901 56,140 22,288 163,329 (318,871)
(98,127) - - (98,127) -
(13,226) 56,140 22,288 65,202 (318,871)
4,311,839 278,015 243,800 4,833,654 5,152,525
$ 4298613 $ 334155 $ 266,088 $ 4,898,856 $ 4,833,654




LIFETRACK RESOURCES, INC.
STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2009 (WITH COMPARATIVE TOTALS FOR 2008)

2009 2008

OPERATING ACTIVITIES
Change in net assets $ 65,202 $ (318,871)
Adjustment to reconcile change in net assets to net cash
provided by operating activities

Depreciation and amortization 273,168 292,599
Loss on disposal of equipment 98,127 2,187
(Gain) loss on sale of investment (17,993) 176
Unrealized (gain) loss on investments (73,683) 117,442
Changes in operating assets and liabilities
Receivables 472,623 6,225
Inventory 58,722 91,890
Prepaid expenses (79,772) (17,809)
Other assets (962) (1,308)
Accounts payable (135,875) (137,135)
Accrued expenses (166,438) (166,973)
Deferred revenue 4,600 (3,509)
Permanently restricted contributions (22,288) (9,860)
NET CASH FROM (USED FOR) OPERATING ACTIVITIES 475,431 (144,946)
INVESTING ACTIVITIES
Purchase of investments (21,336) (18,063)
Proceeds from sale of investments - 18,200
Purchase of building improvements (68,128) (51,572)
Purchase of equipment (33,191) (27,988)
NET CASH USED FOR INVESTING ACTIVITIES (122,655) (79,423)
FINANCING ACTIVITIES
Permanently restricted contributions 22,288 9,860
NET CHANGE IN CASH AND CASH EQUIVALENTS 375,064 (214,509)
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 259,459 473,968
CASH AND CASH EQUIVALENTS, END OF YEAR $ 634,523 $ 259,459

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Cash paid during the year for interest $ - $ 2,036

See Notes to Financial Statements 4



LIFETRACK RESOURCES, INC.
STATEMENT OF FUNCTIONAL EXPENSES
YEAR ENDED DECEMBER 31, 2009 (WITH COMPARATIVE TOTALS FOR 2008)

2009
Program Services
Early
Employment Child and Childhood
and Business Adult and Family
Services Therapies Services Total

PERSONNEL COSTS

Salaries and wages $ 2124668 $ 1,151,723 $ 993,801 $ 4,270,192

Program participant wages 323,884 - - 323,884

Payroll taxes and fringe benefits 694,210 326,725 333,071 1,354,006

Total personnel costs 3,142,762 1,478,448 1,326,872 5,948,082

OTHER EXPENSES

Professional fees/purchased services 163,170 139,586 26,875 329,631

Temporary production labor - - - -

Supplies 34,881 19,954 49,249 104,084

Production materials 553,082 - - 553,082

Occupancy 162,214 6,868 62,348 231,430

Travel and transportation 53,875 28,389 46,318 128,582

Printing and postage 31,527 6,304 1,798 39,629

Subscriptions, publications and media use 10,428 2,290 460 13,178

Telephone 29,267 7,229 10,368 46,864

Equipment rental and maintenance 12,436 - 556 12,992

Program participant assistance 91,431 1,563 89,218 182,212

Meetings, conferences and training 17,189 8,065 8,269 33,523

Depreciation and amortization 140,411 53,972 26,662 221,045

Special activities 51 6,553 917 7,521

Payments to sub-recipients 512,874 - 19,972 532,846

Other 12,995 18,520 5,643 37,158

Total other expenses 1,825,831 299,293 348,653 2,473,777

TOTAL EXPENSES $ 4968593 $ 1,777,741 $ 1675525 $ 8,421,859
Percentage of total expenses 52% 19% 18% 89%

See Notes to Financial Statements



2009 2008

Supporting Services

Management
and Fund Total Total
General Raising Expenses Expenses

$ 377,018 % 129,002 $ 4,776,212 $ 6,033,983

- - 323,884 137,504
114,485 37,904 1,506,395 1,524,843
491,503 166,906 6,606,491 7,696,330
73,995 69,591 473,217 500,864
- - - 173,816
17,052 437 121,573 242,270
- - 553,082 1,008,381
106,624 762 338,816 365,790
3,786 455 132,823 154,443
22,016 1,045 62,690 75,061
4,739 - 17,917 24,848
5,756 635 53,255 63,646
4,771 - 17,763 26,151

- - 182,212 185,038

9,650 966 44,139 86,930
49,939 2,179 273,163 292,596
2,250 7,841 17,612 13,340

- - 532,846 897,494

6,401 601 44,160 56,070
306,979 84,512 2,865,268 4,166,738

$ 798,482 $ 251,418 $ 9,471,759 $ 11,863,068

8% 3% 100%




LIFETRACK RESOURCES, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2009

NOTE1- NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Nature of Activities
Lifetrack Resources, Inc.’s (Lifetrack or the Organization) mission is to work together to develop the strengths
within children, families, and adults facing the greatest life challenges. Services are provided through their focus
on: Employment & Economic Opportunity and Child & Family Healthy Development.
Employment and Economic Opportunity
Lifetrack provides employment services in the Twin Cities and Minnesota. Lifetrack is an intermediary
between businesses and their participants, and also works holistically with families to help them achieve their
goals for today and the future.

Child & Family Healthy Development

Within Child & Family Healthy Development, services fall into two categories: Early Childhood & Family
Services and Child & Adult Therapeutic Services.

Child & Adult Therapeutic Services: Lifetrack’s work is made possible through an in-house therapeutic
team and network of partners, and provides integrated, effective therapeutic services to their clients and
families. Lifetrack is licensed as a Home Care Provider by the Minnesota Department of Health.

Early Childhood & Family Services: Through the Early Childhood & Family Services programs,
Lifetrack is committed to helping every child they serve improve in one or more key developmental
indicators: social, cognitive, motor, speech/language and mental health and to seeing that their parents
and caregivers increase their knowledge of resources to meet their child’s basic, health and developmental
needs.

Basis of Accounting

The financial statements of the Organization have been prepared on the accrual basis of accounting and,
accordingly, reflect all significant receivables, payables and other liabilities.

Basis of Presentation

The Organization reports information regarding its financial position and activities according to three classes of
net assets: unrestricted net assets, temporarily restricted net assets and permanently restricted net assets.

(continued on next page) 6



NOTES TO FINANCIAL STATEMENTS

Cash and Cash Equivalents

For purposes of the statement of cash flows, the Organization considers all highly liquid debt instruments
purchased with an original maturity of three months or less to be cash equivalents. Cash and cash equivalents also
does not include cash held by investment managers and designated for investment.

The Organization’s cash balances in financial institutions periodically exceed Federal Deposit Insurance
Corporation coverage.

Receivables

Accounts receivable are stated at unpaid balances, less an allowance for doubtful accounts. The Organization
provides for losses on these receivables using the allowance method. The allowance is based on experience and
other circumstances. Receivables are considered past-due based on contractual terms. The Organization does not
charge interest on past due accounts. The Organization charges off uncollectible receivables against the allowance
for doubtful accounts when all other options to pursue collection have been exhausted.

Contributions receivable are recognized as revenues or gains in the period earned and as assets, decreases of
liabilities, or expenses depending on the form of the benefits received. Conditional promises to give are
recognized only when the conditions on which they depend are substantially met and the promises become
unconditional.

Grants receivable are primarily due from government agencies and are considered fully collectible. Accordingly,
no allowance for doubtful accounts is required. If accounts become uncollectible, they are charged to operations
when that determination is made.

Inventory

Inventory consists primarily of packaging materials and is maintained at Packaging First, an employment training
center, and is stated at the lower of cost or market determined by the first-in, first-out method.

Property and Equipment
Expenditures for the acquisition of property and equipment greater than $2,100 are capitalized at cost, and
donated property and equipment are capitalized at fair value at the date of the donation. Depreciation is computed

on the straight-line method over the following useful lives:

Building 30 years
Furniture and equipment 3-20 years

(continued on next page) 7



NOTES TO FINANCIAL STATEMENTS

Investments

Investments in marketable securities with readily determinable fair values and all investments in debt securities
are reported at their fair values in the statement of financial position. Unrealized gains and losses are included in
the change in net assets. Investment income and realized and unrealized gains and losses are reported as
increases/decreases in unrestricted and temporarily restricted net assets in the reporting period in which the
income and gains and losses are recognized.

The investments are not insured and involve risks, including the possible loss of the principal invested.

The Organization has a Donor Restricted Endowment Fund which is permanently restricted. Investment earnings
are available to support the Organization’s charitable efforts and are reported as unrestricted in the statement of
activities.

Support/Revenue Recognition

Contributions including unconditional promises to give or be received are recorded as unrestricted, temporarily
restricted, or permanently restricted support, depending on the existence and/or nature of any donor restrictions.

All donor-restricted support is reported as an increase in temporarily or permanently restricted net assets,
depending on the nature of the restriction. When a 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.

Government grants and contract funds are recorded as revenue when earned. Revenue is earned when eligible
expenditures, as defined in each grant or contract, are made. Grant and other revenue billed in advance is recorded
as deferred revenue and recognized as revenue in the period in which the related services are rendered.

Packaging First sales are recorded when goods are shipped.

Donated Services and Supplies

Non-cash donations are reflected as support in the financial statements at their estimated fair value on the date of
donation.

Donated services are recognized as contributions if the services (a) create or enhance non-financial assets, or (b)
require specialized skills, are performed by people with those skills and would otherwise be purchased by the
Organization. Volunteers also provided services throughout the year that are not recognized as contributions in
the financial statements since the criteria above are not met.

Functional Allocation of Expenses

The costs of providing the various programs and activities have been summarized on a functional basis.
Accordingly, certain costs have been allocated among the programs and supporting services benefited.

(continued on next page) 8



NOTES TO FINANCIAL STATEMENTS

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
reported amounts of revenues and expenses during the reporting period. Actual results could differ from those
estimates.

Comparative Financial 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
accounting principles generally accepted in the United States of America. Accordingly, such information should
be read in conjunction with the Organization’s financial statements for the year ended December 31, 2008, from
which the summarized information was derived.

Income Taxes

The Organization is exempt from income taxes as a nonprofit corporation under Internal Revenue Service Code
Section 501(c)(3) and is an organization that is not a private foundation under the Internal Revenue Code.
Accordingly, the financial statements do not reflect a provision for income taxes.

The Organization has adopted the provisions of ASC Topic 740-10 (previously Financial Interpretation No. 48,
Accounting for Uncertainty in Income Taxes) on January 1, 2009. The implementation of this standard had no
impact on the financial statements. As of both the date of adoption, and as of December 31, 2009, the
unrecognized tax benefit accrual was zero.

The Organization undergoes an annual analysis of its various tax positions, assessing the likelihood of those
positions being upheld upon examination with relevant tax authorities, as defined by ASC Topic 740-10.

Fair Value Measurements

The Company has determined the fair value of certain assets and liabilities in accordance with the provisions of
ASC Topic 820-10 (previously FAS 157, Fair Value Measurements), which provides a framework for measuring
fair value under generally accepted accounting principles.

Fair value is defined as the exchange price that would be received for an asset or paid to transfer a liability (an
exit price) in the principal or most advantageous market for the asset or liability in an orderly transaction between
market participants on the measurement date. This requires that valuation techniques maximize the use of
observable inputs and minimize the use of unobservable inputs and also establishes a fair value hierarchy, which
prioritizes the valuation inputs into three broad levels.

Level 1 inputs consist of quoted prices in active markets for identical assets or liabilities that the reporting entity
has the ability to access at the measurement date. Level 2 inputs are inputs other than quoted prices included
within Level 1 that are observable for the related asset or liability. Level 3 inputs are unobservable inputs related
to the asset or liability.

(continued on next page) 9



NOTES TO FINANCIAL STATEMENTS

Subsequent Events

The Organization has evaluated subsequent events through June 4, 2010, the date which the financial statements

were issued.

NOTE 2- INVESTMENTS

The Organization’s investments at December 31, 2009 are stated at fair value. Fair values and unrealized

appreciation (depreciation) are summarized as follows:

Money market
Equities

Mutual funds

CD's, bonds and notes

The investment restrictions and designations are as follows:

Investments restricted to
Endowment - donor restricted (including
temporarily restricted earnings)

Endowment - board restricted

The following schedule summarizes the investment income reported in the statement of activities:

Investment and dividend income
Net realized and unrealized gains

(continued on next page)

Fair
Value

$ 5,004
111,685
352,404
144,318

$ 613,411

Fair
Value

$ 324,690
288,721

3 613,411

$ 17,993
73,683
3 91,676

10



NOTES TO FINANCIAL STATEMENTS

NOTE 3- FAIR VALUE MEASUREMENTS

The following table sets forth by level, within the fair value hierarchy, the Organization’s assets at fair value as of
December 31, 2009:

Other
Quoted Prices in Observable Unobservable
Active Markets Inputs Inputs
(Level 1) (Level 2) (Level 3)

Money market $ 5,004 $ - $ -
Equities 111,685 - -
Mutual funds 352,404 - -
CD's, bonds and notes - 144,318 -

$ 469,093 $ 144,318 $ -

NOTE 4 - CONTRIBUTIONS RECEIVABLE

Contributions receivable as of December 31, 2009 are as follows:

Contributions receivable $ 76,562
Less allowance for uncollectibles (3,973)

$ 72,589

Receivable in less than one year $ 3,658
Receivable in one to five years 68,931
72,589

Less discounts to net present value (736)
Net contributions receivable $ 71,853

Contributions receivable that are due in more than one year are reflected at the present value of estimated future
cash flows using a discount rate of five percent.

(continued on next page) 11



NOTES TO FINANCIAL STATEMENTS

NOTES5- PROPERTY AND EQUIPMENT

Property and equipment at December 31, 2009, consist of the following:

Land
Buildings and improvements
Equipment and software

Total property and equipment
Less accumulated depreciation and amortization

Net property and equipment

NOTE6- LINE OF CREDIT

$

446,745
3,898,283
2,570,968

6,915,996

(4,432,370)

$

2,483,626

The Organization has available a $500,000 line of credit with a bank, collateralized by substantially all assets of
the Organization. Interest accrues monthly at the prime rate, with a minimum rate of five percent. At
December 31, 2009, the interest rate was five percent. The line of credit agreement expires August 18, 2010. As
of December 31, 2009, there were no advances under the line of credit agreement.

NOTE7- OPERATING LEASES

As Lessee:

The Organization leases office facilities and equipment under leases expiring in 2010. The total expense incurred

under these leases was $124,000 for the year ended December 31, 20009.

Future minimum payments under these leases are:

Years Ending December 31,

2010

(continued on next page)

Amount

$

57,000

12



NOTES TO FINANCIAL STATEMENTS

As Lessor:

The Organization leases office space to tenants and billboard space under operating leases expiring through 2014.

The total rental income received under these leases was $13,000 for the year ended December 31, 20009.

Future minimum rentals under these leases are:

Years Ending December 31, Amount
2010 $ 4,000
2011 4,000
2012 5,000
2013 5,000
2014 2,000
$ 20,000

NOTE 8- TEMPORARILY RESTRICTED NET ASSETS
Temporarily restricted net assets are available for the following purposes or periods:
Employment and Business Services

Employment services general support $ 2,500
Total Employment and Business Services 2,500

Child and Adult Therapies

Hearing related programs 58,602
Other therapies program 5,000
Total Child and Adult Therapies 63,602

Early Childhood and Family Services
Families Together program 177,624
Home Visiting pilot project 67,415
Total Early Childhood and Family Services 245,039

Management and general -

for periods after December 31, 2009 23,014
$ 334,155

(continued on next page)
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NOTES TO FINANCIAL STATEMENTS

Net assets released from restrictions during the year were comprised of the following:

Employment and Business Services

Employment services general support $ 53,500
Refugee/immigrant financial education 15,000
Total Employment Services 68,500
Child and Adult Therapies

Hearing related programs 712
Other therapies programs 9,917
Total Child and Adult Therapies 10,629

Early Childhood and Family Services
Families Together program 244,950
Home Visiting pilot program 122,586
Total Early Childhood and Family Services 367,536
General and administrative 27,689
$ 474,354

NOTE9- ENDOWMENT
Board-designated Endowment

The Board of Directors of Lifetrack Resources, Inc. has designated $288,721 of unrestricted net assets as a
general endowment fund to support the mission of the Organization. Since that amount resulted from an internal
designation and is not donor-restricted, it is classified and reported as unrestricted net assets and is not subject to
UPMIFA as described in a following paragraph.

The Board of Directors has elected to spend the earnings as needed for operations and to grow the fund as
earnings are not needed. The Organization attempts to maximize total return consistent with an acceptable level of
risk. Endowment assets are invested in a well diversified asset mix that is intended to result in a consistent
inflation-protected rate of return. Investment risk is measured in terms of the total endowment fund; investment
assets and allocation between asset classes and strategies are managed to not expose the fund to unacceptable
levels of risk.

Donor-designated Endowments (Minnesota UPMIFA)

The endowment consists of approximately four individual funds established for a variety of purposes. Its
endowment consists of donor-restricted endowment funds. Net assets associated with endowment funds are
classified and reported based on the existence or absence of donor-imposed restrictions.

Interpretation of Relevant Law

The Board of Directors of the Organization has interpreted the Minnesota adopted Universal Prudent

Management of Institutional Funds Act (UPMIFA) as requiring the preservation of the fair value of the original
gift as of the gift date of the donor-restricted endowment funds absent explicit donor stipulations to the contrary.

(continued on next page) 14



NOTES TO FINANCIAL STATEMENTS

As a result of this interpretation, the Organization classifies as permanently restricted net assets (a) the original
value of gifts donated to the permanent endowment, (b) the original value of subsequent gifts to the permanent
endowment and (c) accumulations to the permanent endowment made in accordance with the direction of the
applicable donor gift instrument at the time the accumulation is added to the fund. The remaining portion of the
donor-restricted endowment fund that is not classified in permanently restricted net assets is classified as
temporarily restricted net assets until those amounts are appropriated for expenditure by the organization in a
manner consistent with the standard of prudence prescribed by UPMIFA. In accordance with Minnesota
UPMIFA, the Organization considers the following factors in making a determination to appropriate or
accumulate donor-restricted endowment funds:

(1) The duration and preservation of the fund.

(2) The purposes of the organization and the donor-restricted endowment fund.
(3) General economic conditions.

(4) The possible effect of inflation and deflation.

(5) The expected total return from income and the appreciation of investments.
(6) Other resources of the organization.

(7) The investment policies of the organization.

2009 Endowment Net Asset Composition by Type of Fund as of December 31, 2009 is:

Temporarily Permanently
Unrestricted Restricted Restriced Total

Donor-restricted
endowment funds $

$ 58602 $ 266,088 $ 324,690

Board-designated
endowment funds 288,721 - - 288,721

$ 288,721 $ 58602 $ 266,088 $ 613411

(continued on next page) 15



NOTES TO FINANCIAL STATEMENTS

Changes in Endowment Net Assets for the Fiscal Year Ended December 31, 2009 are:

Temporarily Permanently
Unrestricted  Restricted Restricted Total
Endowment net assets, beginning of year $ 234491 $ 22,108 $ 243800 $ 500,399
Investment return:
Investment income 10,667 7,326 - 17,993
Net appreciation (realized and unrealized) 44,515 29,168 - 73,683
Contributions - - 22,288 22,288
Appropriation of endowment
assets for expenditure (952) - - (952)
Endowment net assets, end of year $ 288,721 $ 58602 $ 266,088 $ 613,411
Permanently Restricted Net Assets
The portion of perpetual endowment funds that is required to be retained
permanently either by explicit donor stipulation or by UPMIFA. $ 266,088
Total endowment funds classified as permanently restricted
net assets $ 266,088
Temporarily Restricted Net Assets
The portion of perpetual endowment funds subject to a time
restriction under Minnesota UPMIFA:
With purpose restrictions $ 58,602
Total endowment funds classified as temporarily restricted
net assets $ 58,602

(continued on next page)
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NOTES TO FINANCIAL STATEMENTS

Return Objectives and Risk Parameters

The Organization has adopted investment and spending policies for endowment assets that attempt to provide a
predictable stream of funding to programs supported by its endowment while seeking to maintain the purchasing
power of the endowment assets. Endowment assets include those assets of donor-restricted funds that the
organization must hold in perpetuity or for a donor-specified periods as well as board-designated funds. Under
this policy, as approved by the Finance and Audit Committee, the endowment assets are invested in a manner that
is intended to produce results that provide a reasonable balance between the quest for growth and the need to
protect principal. The Organization expects its endowment funds, over time, to provide an average rate of return
of approximately 7.5 percent annually. Actual returns in any given year may vary from this amount.

Strategies Employed for Achieving Objectives

To satisfy its long-term rate-of-return objectives, the Organization relies on a total return strategy in which
investment returns are achieved through both capital appreciation (realized and unrealized) and current yield
(interest and dividends). The Organization targets a diversified asset allocation that places a greater emphasis on
equity-based investments to achieve its long-term return objectives within prudent risk constraints.

Spending Policy and How the Investment Objectives Relate to Spending Policy

The Organization has a policy of appropriating for distribution each year an amount not to exceed five percent of
its endowment fund's average fair value over the prior four quarters (or the latest one year’s Endowment Fund
earnings, if less) through the calendar year-end preceding the fiscal year in which the distribution is planned. In
establishing this policy, the Organization considered the long-term expected return on its endowment.
Accordingly, over the long term, the Organization expects the current spending policy to allow its endowment to
grow at an average of three percent annually. This is consistent with the Organization’s objective to maintain the
purchasing power of the endowment assets held in perpetuity or for a specified term as well as to provide
additional real growth through new gifts and investment return.

NOTE 10 - RETIREMENT PLANS

The Organization makes contributions to the Lifetrack Resources, Inc. 403(b) plan, which was established on
January 1, 2005, under Section 403(b) of the Internal Revenue Code. All regular staff employees except highly
compensated employees are eligible to participate in this defined contribution plan. The Organization provides
base and matching contributions to the plan for employees who are 21 years old and who have completed one
year of service. The base employer contribution for each year is equal to 1 percent to 3 percent of salary
depending on years of service, with an additional 3 percent for employees meeting certain age and service criteria.
The employer matching contribution is equal to the lesser of (a) 100 percent of the employee’s salary reduction
contributions deferred during the plan year or (b) 1 percent of the employee’s compensation received during the
plan year. Employer contributions to the 403(b) plan were $114,000 for the year ended December 31, 2009.

The Organization maintains a Section 457 plan for highly compensated employees who are excluded from the
403(b) plan; currently one employee. The 457 plan is funded solely by employee salary reduction contributions.
Pursuant to Board action, the salary of the affected employee was adjusted to provide an employer contribution in
lieu of what would have been received through participation in the 403(b) plan.
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The Organization also participates in the Pension Plan of the Greater Twin Cities United Way and Participating
Affiliated Agencies, a multi-employer defined benefit plan which was frozen effective December 31, 2004, with
no further accumulation of benefits. The pension cost consists of normal cost plus amortized past-service cost, as
applied to service through December 31, 2004. The Organization made contributions to the plan totaling $294,000
in the year ended December 31, 2009.

The Employee Retirement Income Security Act of 1974, as amended by the Multi-Employers Pension Plan
Amendment Act of 1980, imposes certain liabilities on employers who are contributors to multi-employer plans in
the event of their withdrawal from such a plan or upon a termination of such a plan. The Organization has not
undertaken to terminate, withdraw, or partially withdraw from the plan.

NOTE 11 - CONCENTRATIONS

The Organization receives a significant amount of support from the Greater Twin Cities United Way and program
service fee revenue from Ramsey County Workforce Solutions and from other various governmental agencies.
Any change in the level of funding from these entities could affect the activities of the Organization.

In 2009, the Organization recognized Packaging First sales revenue of $1,600,000 with $958,000 or 60 percent of
it from one major customer. At December 31, 2009, the Organization had accounts receivable from this customer
of approximately $118,000.

NOTE 12 - CONTINGENCIES
Financial assistance from federal, state and local governmental entities in the form of grants is subject to special
audit. Such audits could result in claims against the Organization for disallowed costs or honcompliance with

grantor restrictions. No provision has been made for any liabilities that may arise from such audits since the
amounts, if any, cannot be determined at this date.
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