ur Report to the Community

Job Options is a San Diego-based not-for-profit
organization whose primary mission is to provide
meaningful employment for people with disabilities.
We meet this goal by employing individuals in
basic services such as janitorial, food service, laundry,
administrative/clerical, commissary-inventory manage-
ment and shelf-stocking services to government and
commercial customers. Most of our employment
opportunities are with various agencies within the federal
government and are offered under the provisions of
AbilityOne, formerly known as the Javits-Wagner-O’Day
program, which enables certain federal government
contracts to be set aside for firms that primarily employ
individuals with disabilities. Under this legislation, people
with disabilities must work a minimum of 75% of the
direct labor hours expended under these contracts.
We currently have long-term contracts with the
U.S. Department of Defense, General Services Admin-
istration, Veterans Administration, Homeland Security
(U.S. Customs Border Protection) and the U.S. Postal
Service. Our largest customer is the Department of
Defense, with a substantial presence at many of the Navy
and Marine Corps bases throughout Southern California.
Approximately 87% of our current employees work in
federal government facilities, with the remaining 13%
in the commercial sector.

JOB OPTIONS REVENUE
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JOI is now in its 20th year of operation. Over the past
six years, our annual rate of growth has been more than
20%. This growth resulted in JOI generating revenue of
over $31 million in fiscal 2006/2007. To meet the
requirements of our contracts, JOI currently employs
over 800 people, the majority of whom have a disability:
physical, psychological, developmental or emotional.

JOI works in partnership with
government and commercial customers
to provide quality, reliable and cost-
effective support services.
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JOB OPTIONS DIVISIONAL REVENUE
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Job Options is entirely self-funded through
the contract revenue we receive from various
governmental and commercial entities. We
do not depend on any gifts or grants to fund
our operations, and therefore have an ongoing
responsibility to operate within budget.

In 2006/2007, we reorganized our Custodial
Division into three separate groups: Hospital
Environmental Services, NAVFAC and Base
Custodial to more effectively service our
customers. This resulted in JOI having seven major
Divisions — Food Service, Laundry, Commissary
and Professional/Administrative Services in
addition to the three mentioned above.

Page 3 | Job Options 2007 Annual Report



Statements of Position .............c0iitueann. 5

ASSetS . .. i i e i i i e 5

Liabilities and Net Assets. . .. ...........ou.n. 5
Statements of Activities and Changes in Net Assets. .. .6
Statementsof Cash Flows . .. .................... 7
Statements of Functional Expenses 2007............ 8
Statements of Functional Expenses 2006............ 9
Notes to Financial Statements. .................. 10

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Job Options, Inc.

We have audited the accompanying statements of financial position of Job Options,
Inc., a California Not-for-Profit Corporation (the “Organization”) as of September 30,
2007 and 2006, and the related statements of activities, changes in net assets, functional
expenses and cash flows for the years then ended. These financial statements are the
responsibility of the Organization’s management. Our responsibility is to express an
opinion on these financial statements based on our audit.

We conducted our 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 Job Options, Inc., a California Not-for-Profit
Corporation as of September 30, 2007 and 2006, and the results of its operations
and its cash flows for the years then ended in conformity with accounting principles
generally accepted in the United States of America.

Dm.da Meleen & ¢= Qpps

Donald McLean and Company
San Diego, California
February 12, 2008
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JOb Options, I nc. A CALIFORNIA NOT-FOR-PROFIT CORPORATION

STATEMENTS OF POSITION

SEPTEMBER 30, 2007 AND 2006

ASSETS 2007 . 2006 ...

CURRENT ASSETS
Cash and cash equivalents $ 888,042 $ 692,456
Inventory 250,947 253,025
Contracts receivable 5,301,716 5,058,190
Accounts receivable 113,304 311,830
Prepaid expense oo D e 120,239

Total CUIENTASSEES | oeeesesessessssssssssssssssssssassssssssasesssssssssasssseses 6,731,808 i 6,505,740,

PROPERTY AND EQUIPMENT
Equipment 3,253,268 3,028,678
Furniture and fixtures 6,321 6,321
Leasehold improvements 296,455 292,955
Building 1,322,048 1,322,048
Land 100,539 100,539
Automobiles 261,995 182,076

LIABILITIES AND NET ASSETS
CURRENT LIABILITIES

Accounts payable and other liabilities $ 1,719,674 $ 1,105,462

Accrued payroll and payroll related expenses 1,472,099 1,345,385
Notes payable, current e 416,193 1,005,841,

Total Current Liabilities 3,607,966 3,456,688

NOTES PAYABLE, NET OF CURRENT PORTION 2,095,534 2,319,343

The accompanying notes are an integral part of these financial statements
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J Ob O Ptions, I nc. A CALIFORNIA NOT-FOR-PROFIT CORPORATION

STATEMENTS OF ACTIVITIES AND CHANGES IN NET ASSETS
FOR THE YEARS ENDED SEPTEMBER 30, 2007 AND 2006

2007 2006
REVENUE
Contract revenue $ 30,753,594 $ 29,441,623
Claims and other revenue 297,132 597,465
Interest and investment income 56,233 44,014
L) 0" N SO0
DIRECT EXPENSE
Employee salaries $ 13,343,162 $ 12,660,255
Employee benefits 5,880,188 5,555,780
Subcontractor services 3,230,461 2,940,718
General supplies 1,207,483 1,378,984
NISH commission 934,280 874,265
Utilities 703,013 879,766
Depreciation 358,800 349,344
Equipment leases and rents 292,575 315,879
Other business services 275,849 299,993
Travel 242,393 255,347
Equipment repair and maintenance 198,214 177,965
Bank services and interest 130,262 98,233
Insurance 147,825 132,005
Facility rents 128,666 130,160
Bad Debt expense 110,166 109,506
Professional fees 86,230 200
Food and paper goods 63,374 82,503
Telephone 61,492 69,378
Printing and postage 36,379 19,600
Office supplies 28,049 32,867
Building maintenance 24,832 9,563
Licenses and tax 7,956 13,309
Minor equipment 6,631 10,218
Staff development 4,924 3,131
Marketing 4,855 50
Dues and subscriptions e 586 e, 2,074
Total Direct Expense 27,508,645 26,401,093
ADMINISTRATIVE EXPENSE 3,265,718 3,431,526

Change in Unrestricted Net Assets 332,596 250,483
NET ASSETS AT BEGINNING OF YEAR . oeoeoeeeeesesssssssssssssmmmssssssssssssssssssens 092,773 e 3,842,290
NET ASSETS AT END OF YEAR $ 4,425,369 $ 4,092,773

The accompanying notes are an integral part of these financial statements
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J Ob Options, I nc. A CALIFORNIA NOT-FOR-PROFIT CORPORATION

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED SEPTEMBER 30, 2007 AND 2006

e 2007 2006
CASH FLOW FROM OPERATING ACTIVITIES:
Excess of revenues over expenses $ 332,596 $ 250,483
Add charges to revenue not requiring use of cash:
Depreciation 358,800 349,344
Adjustments to reconcile excess of revenue over
expenses to net cash flow from operating activities
(Increase)/decrease in contracts and accounts receivable (45,000) (475,077)
(Increase)/decrease in inventory 2,078 135,529
(Increase)/decrease in prepaid expense 12,440 64,624
(Increase)/decrease in deposits (14,434) 459
Increase/(decrease) in accounts payable and other liabilities ... 740926 e (440,933),
Net cash (used) by investing activities 1,387,406 (115,571)
CASH FLOW FROM INVESTING ACTIVITIES
Acquisition of property and equipment (528,365) (335,001)
DisposallofeqUipment. [ e s 2,423,
Net cash (used) by investing activities (378,362) (329,548)
CASH FLOW FROM FINANCING ACTIVITIES
Proceeds from additional notes payable 190,835 1,630,626
Principal payments on notes payable | (1,004:293) i (1,345,189),
Net cash provided by financing activities (813,458) x 285,457
NET INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS 195,586 (159,662)

Interest paid $ 179,119 $ 162,218

The accompanying notes are an integral part of these financial statements
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J Ob O Ptions, I nc. A CALIFORNIA NOT-FOR-PROFIT CORPORATION

STATEMENTS OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED SEPTEMBER 30, 2007

... A
TOTAL PROGRAM MANAGEMENT
SERVICE AND GENERAL
Payroll $ 13,343,162 $ 13,343,162 $ -
Payroll benefits 5,914,039 5,880,188 33,851
Management fee 3,048,810 - 3,048,810
Sub-contractor services 3,230,461 3,230,461 -
General supplies 1,208,751 1,207,483 1,268
NISH and other commissions 934,280 934,280 -
Utilities 703,013 703,013 -
Depreciation 358,800 358,800 -
Equipment leases and rents 298,261 292,575 5,686
Other business services 281,297 272,722 8,575
Travel 252,523 242,394 10,129
Insurance 208,650 147,825 60,825
Equipment repair and maintenance 198,321 198,214 107
Bank services and interest 179,119 130,262 48,857
Facility rents 128,666 128,666 -
Professional fees 125,651 86,230 39,421
Bad debt expense 110,166 110,166 -
Telephone 63,948 61,492 2,456
Food and paper goods 63,374 63,374 =
Printing and postage 36,379 27,691 8,688
Office supplies 29,015 28,224 791
Building maintenance 24,872 24,832 40
License and taxes 9,173 7,956 1,217
Staff development 7,211 4,924 2,287
Minor equipment 6,631 6,631 =
Marketing 6,050 4,855 1,195
Dues and subscriptions 2,740 586 2,154

Donations

Totals

The accompanying notes are an integral part of these financial statements
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Job Options, Inc.

STATEMENTS OF FUNCTIONAL EXPENSES

A CALIFORNIA NOT-FOR-PROFIT CORPORATION

FOR THE YEAR ENDED SEPTEMBER 30, 2006

Payroll

Payroll benefits
Management fee
Sub-contractor services
General supplies

Utilities

NISH and other commissions
Depreciation

Other business services
Equipment leases and rents
Travel

Insurance

Equipment repair and maintenance
Bank services and interest
Facility rents

Bad debt expense

Food and paper goods
Telephone

Office supplies

Printing and postage

Staff development

License and taxes
Professional fees

Minor equipment

Building maintenance

Dues and subscriptions

PROGRAM
SERVICE

MANAGEMENT
AND GENERAL

$ 12,847,304
5,619,331
2,974,507
2,940,718
1,379,211

881,765
874,265
349,344
317,895
315,879
255,347
203,986
183,550
162,218
130,160
109,506
82,503
71,560
33,092
21,403
20,066
17,162
12,610
10,218
9,563
8,956

$ 12,660,255
5,555,780

2,940,718
1,378,984
879,766
874,265
349,344
299,993
315,879
255,347
132,005
177,965
98,233
130,160
109,506
82,503
69,378
32,867
19,600
3,131
13,309
200
10,218
9,563
2,074

$ 187,049
63,551
2,974,507
227

1,999

The accompanying notes are an integral part of these financial statements
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NOTE | - NATURE OF BUSINESS

Job Options, Inc. (the “Organization”) contracts with federal agencies
and private companies to provide a variety of services, including janito-
rial, grounds maintenance, shelf stocking and laundry throughout South-
ern California. Work is performed primarily under time and material and
negotiated price contracts. The workforce consists principally of capable
individuals with severe mental, physical or psychological disabilities. On-
the-job training and continued support is provided to assist employees in
reaching their fullest potential. The Organization works closely with the
Department of Rehabilitation and other non-profit agencies that assist
individuals with disabilities and currently employs over 700 individuals.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Basis of Accounting

The Organization utilizes the accrual method of accounting for financial
statement reporting. Under this method, revenue is recognized when
earned and expenses are recognized when incurred.

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

Cash and Cash Equivalents
Cash equivalents consist of short-term highly liquid investments that are
readily converted to cash with an original maturity of three months or less.

Fair Value

The carrying amounts reported in the statements of financial position for
cash and cash equivalents, accounts receivable, and accounts payable
approximate fair value due to their immediate short-term maturity.

Depreciation and Fixed Assets

The Organization capitalizes all fixed asset acquisitions and major
improvements with a cost basis of $1000 or more with a determinable life
greater than one year at the acquisition cost. Replacement, maintenance
and repairs, which do not improve or extend the life of the respective asset,
are expensed as incurred. Depreciation is computed using the straight-line
method over the estimated useful life of the asset. Amortization expense
and accumulated amortization have been included in depreciation expense
and accumulated depreciation, respectively.

Short-Term Investments

In accordance with accounting principles generally accepted in the
United States of America, the Organization accounts for its short-term
investments with a readily determinable market value by recording and
reporting those investments at fair value. Information about the income
earned from short-term investments is discussed in Note 3.

Retirement Plans

The Organization offers a non-contributory 403-B savings plan. The plan
allows eligible employees to defer up to the maximum allowed under
appropriate laws governing the plan selected.

The Organization has two departments, NMC and Food Service, which
are covered under union contracts for health and welfare and pension
benefits. Contributions for these benefits are carried in employee benefits.
Employees in other divisions are paid $.90 per hour as part of the
mandated health and welfare benefit. Additional contributions of varying
amounts for health and welfare are paid to outside administrators. These
contributions are also carried in employee benefits.

Income Taxes

The Organization is a non-profit Corporation exempt from income
taxes, except for unrelated business income, under Internal Revenue
Code Section 501 (C)(3). Unrelated business activities do not result in
significant taxable income.
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Functional Expenses

The costs of providing the Organization’s programs have been
summarized on a functional basis in these financial statements. Based on
management’s estimates, costs have been allocated between programs
and supporting services as they relate to those functions.

Contracts Receivable and Accounts Receivable

Contracts receivable consists of balances due for services provided
pursuant to written and verbal contracts with various public and private
agencies. Generally accepted accounting principles in the United States of
America require that an allowance for doubtful accounts be established
for accounts receivable. It is the Organization’s policy to evaluate the
collectability of receivables on a regular and ongoing basis, if deemed
necessary, an adjustment to the allowance for bad debt account is
recorded. Accordingly, contracts and accounts receivable are shown net
of an allowance for doubtful accounts.

Basis of Presentation

Accounting principles generally accepted in the United States of America
require that the Organization present information about its financial
position and activities in three classes of net assets: unrestricted, temporarily
restricted and permanently restricted. In these reporting periods, the
Organization had only unrestricted net assets.

The Organization reports contributions as restricted if they are received with
donor stipulations that limit the use of the donated asset. When a donor-
imposed restriction expires, that is, when the time restriction expires, or the
purpose restriction is accomplished, temporarily restricted net assets are
reclassified to unrestricted net assets. When restrictions on contributions
are satisfied in the same period as the receipt of the contribution, the
Organization reports both the revenue and the related expense in the
unrestricted net assets.

Administrative Expense

Administrative expense shown on the statement of activities reflects all
costs associated with administration/management and general. Based
on management’s estimates, administrative costs have been allocated be-
tween programs and supporting services as they relate to those functions
as reflected in the statements of functional expense.

NOTE 3 - SHORT-TERM INVESTMENTS

Short-term investment income comprised of interest and dividends in the
amount of $56,233 and $44,014 for the years ended September 30, 2007
and 2006, respectively.

NOTE 4 - CONCENTRATION OF CREDIT RISK

The Organization maintains cash/cash equivalent balances in excess of the
$100,000 FDIC limit in one high-quality financial institution. As of Sep-
tember 30, 2007, $879,483 classified as cash was in excess of the FDIC limit.

NOTE 5-RELATED PARTIES - MENTAL HEALTH SYSTEMS, INC.
Beginning in the year ended September 30, 1994, Mental Health
Systems, Inc. (MHS) assisted in establishing Job Options, Inc. (JOI), as
a non-profit entity administering vocational rehabilitation programs for
MHS. Although JOI is no longer administering vocational rehabilitation
programs for MHS, they have entered into other business transactions
since that time.

As of September 30, 2007 and 2006, the Organization had the following
outstanding liabilities and lease commitments with MHS:

The Organization has entered into an operating lease agreement with MHS
for laundry equipment. The lease commenced December 15, 1997 and
matures December 15, 2012. Monthly lease payments decrease annually
in years one through eight and become fixed in years nine through fifteen.

Monthly lease payments during the year ended September 30, 2007
and September 30, 2006 were $1,800. Total lease payments during the
years ended September 30, 2007 and 2006, were $21,600 and $22,422,



