250 Stelton Road » Suite 8 99 John Strect » Suite 408
A. F. Paredes & Co., LLP Piscataway, NJ 08854 New York, NY 10038
Certified Public Accountants Tel: (732)752-9530 Tek: (212) 285-1725
Fax: (732) 752-7954 Fax: (212) 285-1759

website: parcdescpa.com

Independent Auditors’ Report

To the Board of Directors of
The Harlem Center for Education, Inc.

We have audited the accompanying statements of financial position of The Harlem Center for
Education, Inc. (“The Harlem Center”) as of August 31, 2009 and 2008 and the related statements of
activities, cash flows and schedules of functional expenses for the years then ended. These financial
statements are the responsibility of The Harlem Center's management. Our responsibility is to express
an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States
of America, and the 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 the overall financial statement presentation. We believe that our audits provide 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 The Harlem Center as of August 31, 2009 and 2008, and the changes in its net
assets and its cash flows for the years 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 our report dated November
19, 2009 on our consideration of The Harlem Center's internal control over financial reporting and
on our tests of its compliance with certain provision 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.



Our audits were performed for the purpose of forming an opinion on the basic financial statements of
The Harlem Center taken as a whole. The accompanying schedule of expenditures of federal awards
is presented for purposes of additional analysis as required by U.S. Office of Management and Budget
Circular A-133, "Audits of States, Local Governments, and Non-Profit Organizations," and is not also
a required part of the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, are fairly stated in
all material respects in relation to the basic financial statements taken as a whole.

(. Prvedr % Co. Lu?

November 19, 2009



THE HARLEM CENTER FOR EDUCATION, INC.

STATEMENTS OF FINANCIAL POSITION
AUGUST 31, 2009 and 2008

2009 2008

ASSETS

Cash and Cash Equivalents (Note 2) $ 142,840 $ 139,444

Advances to Employees (Note 3) - 1,450

Prepaid Expenses 5,348 2,921

Property and Equipment - Net (Note 1) 36,673 46,802

Security Deposits - 1,000

TOTAL ASSETS 3 184,861 $ 191,617

LIABILITIES AND NET ASSETS

Liabilities

Salaries Payable 3 26,664 $ 21,503

Payroll Taxes Payable 7,828 2,306

Accrued Expenses (Note 4) 14,903 10,321
' Total Liabilities 49,395 34,130

Net Assets

Unrestricted 135,466 154,487

Temporarily restricted - 3,000

Total Net Assets 135,466 157,487
TOTAL LIABILITIES AND NET ASSETS $ 184,861 $ 191,617

See¢ accompanying notes to the financial statements.



THE HARLEM CENTER FOR EDUCATION, INC.
STATEMENTS OF ACTIVITIES
FOR THE YEARS ENDED AUGUST 31, 2009 AND 2008

Tempeorarily Total
Unrestricted  Restricted 2009 2008
Operating revenues, gains and other support
Government grants $ - § 935642 $§ 935,642 §$ 935,642
Contributions - corporate and foundations 14,375 210,500 224875 51,500
Contributions - individuals 1,351 - 1,351 630
In-kind confributions 607 - 607 40,280
Interest and other income 3,560 - 3,560 4,150
Net assets released from restrictions -
Satisfaction of restriction by payment 1,146,142 (1,146,142) B -
Total operating revenues, gains
and other support 1,166,035 - 1,166,035 1,032,202
Expenses
Program services -
College counselling 319,349 - 319,349 310,561
Career counselling 125,460 - 125,460 122,006
Financial aid counseling 273,729 - 273,729 266,194
Tutoring 114,052 - 114,052 110,915
Academic classes 148,269 - 148,269 144,150
PSAT/ SAT 91,244 - 91,244 88,733
Computer class 22,810 - 22,810 22,183
Program Design Improvement & Oversight 45,621 - 45,621 44,367
1,140,534 E 1,140,534 1,109,149
Supporting services -
Administrative and general 23,761 - 23,761 23,107
Fundraising expenses 23,761 - 23,761 23,107
47,522 - 47,522 46,214
Total Expenses 1,188,056 - 1,188,056 1,155,363
Change in net assets (22,021) - (22,021) {123,161)
Net assets at beginning of year 154,487 3,000 157,487 280,648
Reclassification 3,000 (3,000) - -
Net assets at end of year $ 135466 % - § 135,466 § 157,487

See accompanying notes to financial statements.



THE HARLEM CENTER FOR EDUCATION, INC.
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED AUGUST 31, 2009 AND 2008

2009 2008

Cash flows from operating activities:
Change in net assets $ (22,021) § (123,161)
Adjustments to reconcile change in net assets
to net cash provided by (used in) operating activities:

Depreciation 10,736 5,320
‘Write-off of security deposits - 1,449
Write-off of advances to employees - 350
Change in assets and liabilities:
Increase in prepaid expenses (2,427) (1,532)
Decrease in advances to employees 1,450 932
Decrease in security deposits 1,000 318
Decrease in grants receivable - 112,500
Increase in accrued expenses 4,582 204
Increase in salaries payable 5,161 813
Increase in payroll taxes payable 5,522 425
Donated equipment (607) (40,280)
Net cash provided by (used in) operating activities 3,396 (42,662)
Cash and cash equivalents at beginning of year 139,444 182,106
Cash and cash equivalents at end of year $ 142,840 $ 139,444

See accompanying notes to financial statements
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Note 1:

THE HARLEM CENTER FOR EDUCATION, INC.
Notes to Financial Statements
August 31, 2009 and 2008

Organization and Summary of Significant Accounting Policies

Organization and Nature of Activities

The Harlem Center is a not-for-profit organization, incorporated in the State of New
York. It provides free services to community members with respect to college and
career opportunities available to them such as college, career, financial aid and
academic counseling; tutoring; after-school programs; college campus visits;
cultural/educational trips; Scholastic Aptitude Test (SAT) preparation; and others.

Basis of Presentation

Financial statement presentation is in accordance with the provisions of the
Statement of Financial Accounting Standards (SFAS) No. 117, Financial
Statements of Not-for-Profit Organizations. Under SFAS No. 117, The Harlem
Center is required to report 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.

Unrestricted net assets - Consists of assets that are neither permanently nor
temporarily restricted by donor-imposed stipulations.

Temporarily restricted net assets - Consists of assets whose use by The Harlem
Center is limited by donor-imposed stipulations that either expire by passage of
time or can be fulfilled and removed by actions of the Organization. The
temporarily restricted assets include all revenues and contributions designated for
program activities.

Permanently restricted net assets - Consists of assets whose use by The Harlem
Center is subject to donor-imposed stipulations that the funds be maintained in
perpetuity and only the interests earned from the investment of such funds may be
released from restrictions and used in The Harlem Center's operations.

The Harlem Center has also adopted the Statement of Financial Accounting
Standard No. 116, "Accounting for Contributions Received and Contributions

Made".



Note 1:

THE HARLEM CENTER FOR EDUCATION, INC.
Notes to Financial Statements
August 31, 2009 and 2008

Organization and Summary of Significant Accounting Policies (continued)

Basis of Accounting

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

Income Tax Status

The Harlem Center is a qualified tax-exempt organization under Section 501(c)(3)
of the Internal Revenue Code. As a not-for-profit organization, The Harlem Center
is also exempt from New York State and New York City income and sales taxes.

Cash and Cash Equivalents

Cash and cash equivalents include cash held in banks and money market funds with
original maturities of three months or less.

Property and Equipment

Property and equipment are carried at cost, or, if donated, at the approximate fair
value at the date of donation. Depreciation of property and equipment is calculated
using the straight-line method over the estimated useful lives of the assets.
Depreciation expense for the current year is $10,736. Details of property and
equipment follow:

2009 2008
Computer equipment $161,218 $160,611
Computer sofiware 15,450 19,450
Furniture and fixtures 1,352 1,352
Total 182,020 181,413
Less — Accumulated depreciation 145,347 134,611

$36,673 $46,802




Note 1:

THE HARLEM CENTER FOR EDUCATION, INC.
Notes to Financial Statements
August 31, 2009 and 2008

Organization and Summary of Significant Accounting Policies (continued)
Restricted and Unrestricted Revenue and Support

Contributions received are recorded as unrestricted, temporarily restricted, or
permanently restricted support, depending on the existence and/or nature of any
donor restrictions. Support that is restricted by the donor is reported as an increase
in unrestricted net assets if the restriction expires in the reporting period in which
the support is recognized. All other donor-restricted support is reported as an
increase in the temporarily or permanently restricted net assets, depending on the
nature of the restrictions. 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 Statements of
Activities as net assets released from restrictions.

In-kind Contributions

In-kind contributions are valued at the estimated fair value at the date of receipt and
are recognized as revenue when received.

Total in-kind coniributions for the years ended August 31, 2009 and 2008 amounted
to $607 and $40,280, respectively.

Use of Estimates

The preparation of financial statements in accordance with generally accepted
accounting principles 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 revenues and expenses during the reporting period. Actual results could differ
from these estimates.

Functional Allocation of Expenses

The costs of providing various programs and other activities have been summarized
on a functional basis in the Statements of Activities and in the Schedule of
Functional Expenses. Accordingly, certain costs have been allocated among the
programs and supporting services benefited, based on reasonable determinations by
management.



THE HARLEM CENTER FOR EDUCATION, INC.
Notes to Financial Statements
August 31, 2009 and 2008
Note 2: Cash and Cash Equivalents

This account consists of the following:

2009 2008
Cash in Bank:
CA# 034-036059 $6,348 $21,359
CA #688-5015392-65 53,944 17,250
CA #034-036067 10,557 29,511
JP Morgan Prime Money Market - 0283-

5200026659 23,521 23,257
JP Morgan Treasury Securities - MM-M0677-

5200125212 45,449 45,333
Business Money Market - 688-6168158-65 1,060 1,060
Business Money Market - 688-6168166-65 1,061 1,060
Peity Cash 900 614

$142,840 $139,444

Note 3: Advances to Employees

This account consists of the following:

2009 2008

Salary advances to an employee $- $1,450
Note 4: Accrued Expenses
This account consists of the following:

2009 2008
Professional fees $8,500 $8,000
Utilities 1,916 -
Rent 1,704 -
Supplies 1,080 1,084
Postage 559 -
Office repair 450 -
Dues and membership - 1,200
Others 694 37

$14,903 $10,321

10



THE HARLEM CENTER FOR EDUCATION, INC.
Notes to Financial Statements
August 31, 2009 and 2008

Note 4: Accrued Expenses (continued)

Subsequent to August 31, 2009, the amount of $10,655 was paid.

Note 5: Lease Commitments

The Harlem Center leases its property from East Harlem Arts & Education LDC, a
New York not-for-profit local development corporation which leases the property
from the City of New York. The rental expense for the years ended August 31, 2009
and 2008 amounted to $60,828 and $59,124, respectively.

The Harlem Center also leases another property from Hope Community, Inc. with

rental of $44,604 and $46,308 for the years ended August 31, 2009 and 2008,
respectively.

11



Other Financial Information

and

Reports of Independent Auditors



THE HARLEM CENTER FOR EDUCATION, INC.
Schedule of Expenditures of Federal Awards
For the year ended August 31, 2009

Grant/Program Title CFDA No. Award No. Amount
U. S. Department of Education 84.044A P044A070144-09 $451,273
Talent Search Program P044A060139-09 257,769
U. S. Department of Education 84.066A P066A070110-09 226,600
Educational Opportunity Centers $935,642

12



Note I:

THE HARLEM CENTER FOR EDUCATION, INC.
Notes to Schedule of Expenditures of Federal Awards
August 31, 2009

Basis of Presentation

The accompanying Schedule of Expenditures of Federal Awards includes the federal
grant activity of the Harlem Center for Education, Inc. for the year ended August 31,
2009. The information presented on this schedule has been prepared on the accrual
basis of accounting and is in accordance with the requirements of OMB Circular A-
133, Audits of States, Local Government and Non-Profit Organizations.
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