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RSMUSLLP

Independent Auditor’s Report

To the Board of Directors
The SkillSource Group, Inc.
Vienna, Virginia

Report on the Financial Statements

We have audited the accompanying financial statements of The SkillSource Group, Inc. (SkillSource),
which comprise the statement of financial position as of June 30, 2016, the related statements of activities
and cash flows for the year then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express an opinion on the 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 from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to SkillSource’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
SkillSource’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of SkillSource as of June 30, 2016, and the changes in its net assets and its cash flows
for the year then ended in accordance with accounting principles generally accepted in the United States
of America.

THE POWER OF BEING UNDERSTOOD
AUDIT | TAX | CONSULTING

RSMUS LLP s the U.S, member firm of RSM International, a global network of independent audit, tax, and consulting firms. Visit rsmus.com/aboutus for more information regarding RSM US LLP and
RSM International



Report on Summarized Comparative Information

We have previously audited SkillSource’s 2015 financial statements, and we expressed an unmodified
audit opinion on those audited financial statements in our report dated November 6, 2015. In our opinion,
the summarized comparative information presented herein as of and for the year ended June 30, 2015, is
consistent, in all material respects, with the audited financial statements from which it has been derived.

PSKM 1S LLP

McLean, Virginia
November 18, 2016



The SkillSource Group, Inc.

Statement of Financial Position
June 30, 2016
(With Comparative Totals for 2015)

2016 2015
Assets
Cash and cash equivalents 258,210 $ 504,353
Cash and cash equivalents — funds held for others 413,865 167,745
672,075 672,098
Grants receivable 1,575,757 1,376,402
Prepaid expenses 34,985 37,781
Equipment, net 22,110 17,984
2304927 $ 2,104,265
Liabilities and Net Assets
Liabilities:
Accounts payable and accrued expenses 1,097,083 $ 1,167,037
Deferred revenue 21,771 19,679
Funds held for others 413,865 167,745
1,532,719 1,354,461
Commitments and contingencies (Notes 2, 4, 5 and 6)
Net assets:
Unrestricted 762,386 725,313
Temporarily restricted 9,822 24,491
772,208 749,804
2,304,927 $ 2,104,265

See notes to financial statements.




The SkillSource Group, Inc.

Statement of Activities
Year Ended June 30, 2016
(With Comparative Totals for 2015)

2016
Temporarily 2015
Unrestricted Restricted Total Total
Revenue and support:
Federal grants $ 6,936,568 $ - 6,936,568 $ 7,153,447
Rental income 464,199 - 464,199 437,668
Non-federal grants and contracts 301,321 139,563 440,884 353,494
Contributions 5,631 - 5,631 22,624
Interest income 4,706 - 4,706 5,558
Net assets released from restrictions 154,232 (154,232) - -
Total revenue and support 7,866,657 (14,669) 7,851,988 7,972,791
Expenses:
Program services 7,274,855 - 7,274,855 7,557,056
Management and general 506,965 - 506,965 345,028
Fundraising 47,764 - 47,764 140,332
Total expenses 7,829,584 - 7,829,584 8,042,416
Change in net assets 37,073 (14,669) 22,404 (69,625)
Net assets:
Beginning 725,313 24,491 749,804 819,429
Ending $ 762,386 $ 9,822 772,208 % 749,804

See notes to financial statements.




The SkillSource Group, Inc.

Statement of Cash Flows
Year Ended June 30, 2016
(With Comparative Totals for 2015)

2016 2015
Cash flows from operating activities:
Change in net assets $ 22,404 % (69,625)
Adjustments to reconcile change in net assets to net cash
provided by (used in) operating activities:
Depreciation 5,035 2,925
Changes in assets and liabilities:
(Increase) decrease in:
Grants receivable (199,355) 65,299
Prepaid expenses 2,796 (14,260)
(Decrease) increase in:
Accounts payable and accrued expenses (69,954) (66,633)
Deferred revenue 2,092 18,635
Funds held for others 246,120 (326)
Net cash provided by (used in) operating activities 9,138 (63,985)
Cash flows from investing activities:
Purchases of property and equipment (9,161) (20,909)
Net cash used in investing activities (9,161) (20,909)
Net decrease in cash and cash equivalents (23) (84,894)
Cash and cash equivalents:
Beginning 672,098 756,992
Ending $ 672,075 % 672,098

See notes to financial statements.




The SkillSource Group, Inc.

Notes to Financial Statements

Note 1. Nature of Activities and Significant Accounting Policies

Nature of activities: The SkillSource Group, Inc. (SkillSource) is a not-for-profit organization organized to
support the workforce and economic development policies and programs determined by the Northern
Virginia Workforce Investment Board (NVWIB) and to promote and implement NVWIB activities in the
Northern Virginia region. SkillSource was established in March 2002 and began operations in January
2003.

A summary of SkillSource’s significant accounting policies follows:

Basis of accounting: The financial statements are prepared on the accrual basis of accounting, whereby
revenue is recognized when earned, and expenses are recognized when incurred. Unconditional support
is recognized when notification of the contribution is received

Basis of presentation: SkillSource 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. SkillSource had no permanently restricted net assets at June 30, 2016
or 2015.

Cash and cash equivalents: For purposes of the statement of cash flows, SkillSource considers all cash
accounts that are not subject to withdrawal restrictions or penalties and all highly-liquid debt instruments
purchased with a maturity of less than three months to be cash equivalents.

Financial risk: SkillSource maintains its cash in bank deposit accounts which, at times, may exceed
federally insured limits. SkillSource has not experienced any losses in such accounts and believes it is
not exposed to any significant financial risk on cash.

Receivables: Receivables are carried at original invoice amount less an estimate made for doubtful
receivables based on a review of all outstanding amounts on a periodic basis. The majority of
SkillSource’s receivables are reimbursable expenditures incurred on federal grants. Management
determines the allowance for doubtful accounts by identifying troubled accounts and by using historical
experience applied to an aging of accounts. Receivables are written off when deemed uncollectible.
Recoveries of receivables previously written off are recorded when received. A receivable is considered
to be past due if any portion of the receivable balance is outstanding for more than 30 days. There was
no provision for doubtful accounts at June 30, 2016.

Equipment: Equipment is stated at cost or, if donated, at fair market value at the date of receipt.
SkillSource follows the practice of capitalizing all expenditures for equipment in excess of $5,000.
SkillSource depreciates equipment using the straight-line method over the estimated useful life of the
asset.

Funds held for others: SkillSource has an agreement with the Northern Virginia Health Care Work Force
Alliance (NoVaHealthFORCE) to act as its fiscal agent. SkillSource receives funds and makes
disbursements on behalf of NoVaHealthFORCE. SkillSource has no control over the decision making
process for NoVaHealthFORCE disbursements and, accordingly, these funds are treated as an agency
liability in the accompanying financial statements.

Revenue recognition: Revenue from federal grants is recognized as related reimbursable expenses are
incurred. Allowable expenses incurred in excess of cumulative reimbursements are reported within grant
receivables.



The SkillSource Group, Inc.

Notes to Financial Statements

Note 1. Nature of Activities and Significant Accounting Policies (Continued)

SkillSource also receives grants from the Commonwealth of Virginia and private grantors, and enters into
contracts for various purposes. The grants and contracts provide for the development and support of
SkillSource’s programs and materials. Revenue from the non-federal grants and contracts are recognized
when allowable costs are incurred or services have been provided.

Contribution revenue is recognized at the time an unconditional promise to give is received. Contributions
received are recorded as unrestricted, temporarily restricted or permanently restricted revenue,
depending on the existence and/or nature of any donor restrictions.

Rental income (including related common area charges) is recognized when earned in accordance with
the terms of sublease agreements.

Functional allocation of expenses: The costs of providing the various programs and other activities
have been summarized on a functional basis in the statement of activities. Accordingly, certain costs have
been allocated among the program and supporting services benefited.

Income taxes: SkillSource is exempt from income taxes under Section 501(c)(3) of the Internal Revenue
Code. Therefore, no provision is made for income taxes. In addition, SkillSource has been determined by
the Internal Revenue Service not to be a private foundation. Income which is not related to its exempt
purpose, less applicable deductions, is subject to federal and state corporate income taxes. SkillSource
had no unrelated business income for the year ended June 30, 2016.

Management evaluated SkillSource’s tax positions and concluded that SkillSource has taken no uncertain
tax positions that require adjustment to the financial statements to comply with the provisions of this
guidance. Generally, SkillSource is no longer subject to income tax examinations by the U.S. federal,
state or local tax authorities for years before 2013.

Use of estimates: The preparation of the financial statements requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities and disclosures of contingent
assets and liabilities at the date of the financial statements, and the reported amounts of support, revenue
and expenses during the reporting period. Actual results could differ from those estimates.

Upcoming accounting pronouncements: In August, 2016, the Financial Accounting Standards Board
(FASB) issued Accounting Standards Update (ASU) No. 2016-14, Not-for-Profit Entities (Topic 958):
Presentation of Financial Statements of Not-for-Profit Entities. The amendments in this ASU make
improvements to the information provided in financial statements and accompanying notes of not-for-
profit entities. The amendments set forth the FASB’s improvements to net asset classification
requirements and the information presented about a not-for-profit entity’s liquidity, financial performance
and cash flows. The ASU will be effective for fiscal years beginning after December 15, 2017. Earlier
applicable is permitted. The changes in this ASU should generally be applied on a retrospective basis in
the year that the ASU is first applied. Management has not evaluated the impact of this ASU on the
financial statements.



The SkillSource Group, Inc.

Notes to Financial Statements

Note 1. Nature of Activities and Significant Accounting Policies (Continued)

In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842). The guidance in this ASU
supersedes the leasing guidance in Topic 840, Leases. Under the new guidance, lessees are required to
recognize lease assets and lease liabilities on the statement of financial position for all leases with terms
longer than 12 months. Leases will be classified as either finance or operating, with classification affecting
the pattern of expense recognition in the income statement. The new standard is effective for fiscal years
beginning after December 15, 2019. A modified retrospective transition approach is required for lessees
for capital and operating leases existing at, or entered into after, the beginning of the earliest comparative
period presented in the financial statements, with certain practical expedients available. Management is
currently evaluating the impact of its pending adoption of the new standard on the financial statements.

Prior year 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 SkillSource’s
financial statements for the year ended June 30, 2015, from which the summarized information was
derived.

Subsequent events: SkillSource evaluated subsequent events through November 18, 2016, which is the
date the financial statements were available to be issued.

Note 2. Leasing Arrangements

SkillSource leases office space through two separate leasing arrangements. The first lease is an annual
lease that is renewed each year. The second lease is for additional office space in Woodbridge, Virginia,
which expires in 2020. The lease includes annual rental escalations of 2.5%. Total rental expense under
these two leases was $277,831 for the year ended June 30, 2016.

The following is a schedule by years of future minimum lease payments under the operating leases:

Amount
Years ending June 30:
2017 $ 290,319
2018 254,158
2019 260,512
2020 109,661
$ 914,650

SkillSource has entered into several sublease arrangements for the office space in Woodbridge, Virginia,
whereby approximately 88% of the leased space in Woodbridge was subleased to several organizations.
These subleases expire in 2020 and include annual rental escalations of 2.5%.



The SkillSource Group, Inc.

Notes to Financial Statements

Note 2. Leasing Arrangements (Continued)

The following is a schedule by years of future minimum receipts under the sublease:

Amount
Years ending June 30:
2017 $ 255,480
2018 223,659
2019 229,250
2020 96,502
$ 804,891

Note 3. Temporarily Restricted Net Assets

Changes in temporarily restricted net assets consist of the following as of and for the year ended June 30,
2016:

Balance Balance
July 1, 2015 Additions Releases June 30, 2016
Metropolitan Washington Council of Governments  $ 14,311 $ 13 3 4502 $ 9,822
U.S. Department of Labor — Jobs for Veterans 7,500 - 7,500 -
Consolidated Community Funding Pool - 52,217 52,217 -
Educating Youth Through Employment:
Summer 2015 2,680 87,333 90,013 -
$ 24491 $ 139563 $ 154,232 S 9,822
Note 4. Pension Plan

SkillSource sponsors a defined contribution tax-deferred 401(k) pension plan (the Plan). All employees
are eligible to participate in the Plan and are fully vested upon their employment. SkillSource contributes
3% of gross salaries plus a discretionary contribution and matches up to $520 of employee deferrals.
Total pension expense for the year ended June 30, 2016, was $126,136.

Note 5. Concentration of Revenue and Contingencies

For the year ended June 30, 2016, approximately 54% of total revenue was from grants funded by the
U.S. Department of Labor (DOL) under the Workforce Investment Act (WIA) and 84% of the total revenue
came from the DOL. Reduction of WIA and DOL funding would have a significant impact on the
operations of SkillSource.

SkillSource receives a majority of its revenue from U.S. government funded grants, all of which are
subject to audit. The ultimate determination of amounts received under these programs is generally
based upon allowable costs reported to and subject to audit by sponsoring agencies. There exists a
contingency to refund any amounts received in excess of allowable costs. Management believes that
disallowed costs, if any, will be immaterial to the financial statements.



The SkillSource Group, Inc.

Notes to Financial Statements

Note 6. Line of Credit

On October 31, 2014, SkillSource renewed a $100,000 line of credit with a local financial institution
bearing interest at the Prime Rate as issued in The Wall Street Journal. The rate at June 30, 2016, was
3.50%. The line of credit is collateralized by all business assets of SkillSource, and expires on March 10,
2018. The line of credit contains various restrictive and financial covenants, including a minimum debt
service ratio requirement and a limitation on the incurrence of additional debt. SkillSource was in
compliance with these covenants for the year ended June 30, 2016.

There was no amount outstanding under the line of credit as of June 30, 2016.
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Independent Auditor’s Report on the Supplementary Information

To the Board of Directors
The SkillSource Group, Inc.
Vienna, Virginia

We have audited the financial statements of The SkillSource Group, Inc. (SkillSource) as of and for the
year ended June 30, 2016, and have issued our report thereon, dated November 18, 2016, which
contained an unmodified opinion on those financial statements. See pages 1 and 2. Our audit was
conducted for the purpose of forming an opinion on the financial statements as a whole.

The accompanying supplementary information is presented for purposes of additional analysis and is not
a required part of the financial statements. Such information is the responsibility of management and was
derived from and relates directly to the underlying accounting and other records used to prepare the
financial statements. The information has been subjected to the auditing procedures applied in the audits
of the financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the financial
statements or to the financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the information is
fairly stated in all material respects in relation to the financial statements as a whole.

PSK VS LLP

McLean, Virginia
November 18, 2016

THE POWER OF BEING UNDERSTOOD
AUDIT | TAX | CONSULTING
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The SkillSource Group, Inc.

Schedule of Grants, Awards, and Activities

For the Fiscal Year Ended June 30, 2016

US DOL Pass-through _ Non-Federal Awards & Activities
ETAWIF Veterans' USBOT SO US DOT US HHS Project Virginia Dept. | Fairfax County Other Total Non-
Fairfax County, VCCS NvCC VEDEM MWCOG Educating 3 N
Entreprenuersh STEER Employment TANF of Corrections | Incarceration Awards & federal
VA WIOA WIOA College to (Contractor Road to Youth through
Total Indirect Costs]  iP (VETEC) (JAVETS) ar Emplovmenn | Emoivment Employment Emplovment Employment Employment Programs Awards Fund—ralsing|

SkillSource Salaries & Wages 1,192,455 189,403 67,787 27,071 16,224 414,073 42,272 36,987 61,920 36,633 53,621 54,326 - 30,251 144,309 228,886 17,679

SkillSource Fringe 421,656 64,306 31,026 5,767 8,701 130,341 15,724 23,028 12,822 7,477 20,201 4,850 - 6,787 69,282 80,919 21,343
SkillSource Total Compensation 1,614,112 253,709 98,812 32,838 24,924 544,414 57,997 60,015 74,742 44,110 73,723 59,176 - 37,038 213,591 309,805 39,022

One Stop Operator Wages 1,888,712 - 117,625 70,002 73,443 1,561,240 N N - - N 9,205 57,197 N - 66,402 -

One Stop Operator Fringe 354,712 10,300 11,784 - 324,783 - - - - 246 7,598 - 7,845 -
One Stop Operator Compensation 2,243,423 - 127,925 81,786 73,443 1,886,023 - - - - - 9,451 64,795 - - 74,246 -
Total Personnel Expenses (NICR basis) 3,857,535 253,709 226,737 114,624 98,367 2,430,437 57,997 60,015 74,742 44,110 73,723 68,628 64,795 37,038 213,591 384,051 39,022
Audit Services 33,700 33,700 - - - - - - - - - - - - - -
Communication Supplies & services 105,580 29,505 28,196 2,438 32 17,786 2,384 1,950 592 - 744 1,769 - 660 18,640 21,069 883
Depreciation 5,035 - - - - - - - - 4,184 - - - - 851 851 -
Facilities Supplies & Services 354,955 22,032 1,457 N N 25,591 1,836 230 825 N 377 N N 301,995 302,372 612
Office Supplies & Services

Computers & Software 6,706 1,326 - - - 3,145 1,002 - 360 - 423 - - 360 - 360 -

Copier 13,070 4,219 - - - - - - - - - - - - 8,851 8,851 -

Dues & Memberships 8,897 4,755 - - - 2,595 - - - - - - - 547 547 1,000

Furniture 1,931 - - - - (468) 316 - - - - - 2,083 - 2,083 -

Postage & Shipping 2,666 2,324 - - - 338 (15) - - - - - - - 19 19 -

Printing & Copying 5,385 3,095 - 65 - 1,629 65 155 125 - - - - - 252 252 -

Office Supplies 21,720 5,617 5,287 N N 1,011 1,124 2,159 - - N 95 N 313 5,855 6,263 260

Subscription Services 3,412 2,795 - - - - - 30 - - - - - 33 33 554
Office Supplies & Services 63,787 24,131 5,287 65 - 8,249 2,582 2,343 485 - 423 95 - 2,756 15,557 18,408 1,814
Participant Training & Services 2,894,986 - 1,353,716 48,353 38,140 1,335,369 - - 53,009 - 31,364 (107) 29,078 - 6,064 35,034 -
Professional Services

Federal Grant Consulting 2,003 - - - - 2,003 - - - - - - - - - -

Financial Services 44,111 44,111 - - - - - - - - - - - - -

HR & PR Processing 31,102 27,430 - - - - - - - - 3,672 - - - 3,672 -

IT Consulting 6,394 6,394 - - - - - - - - - - - - - -

Legal Fees 350 - - - - 350 - - - - - - - - -

Program Evaluation 256,374 256,374 - - - - - - - - - - - - -

ROI Study 3,500 - - - - 3,500 - - - - - - - - - -

Temporary Help 5,474 5,474 - - - - - - - - - - - - -

Workforce Development Consulting 13,774 - - - - 13,774 - - - - - - - - - - -

Other 23,168 8,141 - - - 5,010 - 300 (149) - - - - 5,900 3,966 9,866 -
Total Professional Services 386,250 91,550 256,374 - - 24,637 - 300 (149)] - - 3,672 - 5,900 3,966 13,538 -
Program-related Supplies & Services 78,461 - - - - 57,676 15,510 - - 3,655 - 50 - - 1,571 1,621 -
Travel, Meetings & Conferences 49,295 846 5,108 22 988 26,292 1,648 1,340 1,009 - 3,518 513 - 351 7,158 8,022 501

Total Non-Personnel Expenses 3,972,049 201,764 1,650,138 50,877 39,161 1,495,601 23,960 6,163 54,946 8,665 36,049 6,368 29,078 9,667 355,801 400,914 3,810
Total Expenses before Indirect Costs 7,829,584 455,473 1,876,875 165,501 137,528 3,926,038 81,957 66,178 129,688 52,774 109,772 74,996 93,873 46,705 569,392 784,966 42,832
Allocation of Indirect Costs - (455,473)) 28,656 14,487 12,432 307,173 7,330 7,585 9,446 5,575 9,317 8,674 8,189 4,681 26,995 48,539 4,932
Total Expenses 7,829,584 - 1,905,532 179,988 149,960 4,233,211 89,287 73,763 139,135 58,349 119,090 83,669 102,062 51,386 596,387 833,505 47,764
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