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Financial Highlights

Year Ended September30

In Thousands Except Per Share 2010 2009

Net revenues $11917 $10394

Net loss 1556 4228

Net cash used by operating activities 1865 2695

Net loss per share basic and diluted .11 .58

Cash dividends declared per
share

Book value per share .11 .19

Net working capital 1209 2609

Shareholders equity 1592 2604

Total assets 3394 4667

General Employment Enterprises tnc provides perma

nent contract and contract to hire professional staffing

services through nation-wide network of offices The

Company specializes in the placement of information

technology engineering and accounting professionals

and operates under the trade names General Empolyment

Enterprises and Onmi One

Its wholly-owned subsidiary Triad Personnel Services

Inc provides temporary and contract staffing services

under the trade names Triad Personnel Services Genera

tion Technologies and On-Site Services Triad

Personnnel Services and Generation Technologies

provide clients with information technology engineering

and accounting professionals Our recently acquired On-

Site Serives business provides temporary agricultural

staffing for Floridas growing community

For the 2010 fiscal year the Company derived approxi

mately 53% of its revenues from contract services 23%

from agricultural contract services and 24% from

placement services

General Employments shares are traded on the NYSE

Amex stock exchange under the trading symbol JOB



To Our Shareholders

The economic decline that began late in 2007 persisted

through 2010 and General Employment along with the

entire staffing industry faced another year of low

demand for its services This recession continued to

profoundly affect the U.S job market evidenced by the

unemployment rate remaining at record high levels

hovering just below 10% throughout the year Yet we

remain very optimistic about the future of our Company

We began fiscal 2010 with strategic plan to grow

General Employment both organically and through

acquisitions and am pleased to report that we made

significant progress in executing our plan Mid-year we

acquired On-Site Services an agricultural staffing

business located in the heart of Floridas growing

community and we recently acquired DMCC Staffing

LLC and RFFG of Cleveland Ohio Additionally we

entered into management agreement to operate the

day-to-day business for TJB HR Solutions TBS Staffing

LLC Akron Staffing LLC and RHDC Staffing LLC As

the Companys acquisitions become part of larger

organization that has the infrastructure for sustainable

growth our expectation of becoming leader in the

industry will be fulfilled

The majority of our growth in 2010 has been through

acquisitions but we will remain true to our strategy of

expanding our operation organically and through

acquisitions Acquiring companies that are good fit

with our strategy and values will continue to be

priority because the impact they have on our bottom

line is more immediate Organic growth is longer

process but we believe an improved economy in

201 Iwill provide the opportunity to expand the Com

pany in that direction as well

Signs of recovery in the job market emerged during the

fourth quarter of 2010 but the predictions are for slow

prolonged recovery period Nonetheless we are

encouraged by the recent employment trends Compa
nies will remain cautious about hiring permanent staff

but their need for talent will increase as the recovery

period moves forward Our focus will continue to be on

building our temporary/contract business through

acquisitions and in existing offices The progress we

made in this direction over the year has had very

positive effect on our bottom line and put us in the

position to meet future market demands

Our 2010 performance reflects the progress we made

since restructuring the business to reduce and control

our cost structure The economic down-turn continued

to present challenges to our Company but the strategy

we implemented to meet those challenges resulted in

nice improvement in our performance over fiscal year

2009 Our consolidated net revenues increased 14.6%

compared to last year
and our net loss was reduced by

63% The emphasis we placed on our contract busi

ness along with the On-Site acquisition contributed to

an increase of 43.6% in our contract revenues over last

year We were also able to reduce our selling general

and administrative expenses by 38% Our placement

business continued to be adversely affected by the high

unemployment rate and placement revenues declined

29.6% Our 2010 results are encouraging and we believe

that General Employment is in the beginning stages of

sustainable growth

General Employment went through many changes

during the last 18 months beginning with PSQ LLC

acquiring controlling interest in the Company in July

2009 restructuring its operation resulting in the closing

and consolidation of offices and reduction of staff

and lastly implementing our strategic plan to grow the

Company through acquisitions We faced many

challenges during that time and believe General Employ

ment is now stronger more efficient company

positioned to take advantage of the improving job

market We have the right people and the right strategy

to remain competitive today and for the years to come

The progress the Company made in 2010 could not have

been accomplished without the support of our employ

ees our shareholders and our clients Thank you for

the trust you put in our Company

Salvatore Zizza

Chief Executive Officer

January 18 2010



General Employment Enterprises Inc and Subsidiary

Managements Discussion and Analysis of

Financial Condition and Results of Operations

Overview

The Company provides contract and placement staffing

services for business and industry primarily specializing

in the placement of information technology engineering

and accounting professionals With the acquisition of

On-Site Services Inc in June 2010 the Company also

began to provide contract staffing services for the

agricultural industry On June 2010 the Company

entered into an asset purchase agreement to purchase

certain assets of On-Site Services Inc which qualified

as business combination This business is located in

Florida and provides labor and human resource solu

tions including temporary staffing to the agricultural

industry The results of operations of On-Site are

included in the Companys statement of operations from

the date of the acquisition As of September 30 2010

the Company operated twelve offices located in eight

states

The Companys professional staffing services business

is highly dependent on national employment trends in

general and on the demand for professional staff in

particular As an indicator of employment conditions

the national unemployment rate was 9.6% in September

2010 and 9.8% in September 2009 This indicates trend

toward relatively flat level of unemployment in the

United States during the last twelve months

During the year ended September 302010 the U.S

economy experienced period of continued uncertainty

stemming from problems in the housing and credit

markets According to the U.S Department of Labor the

national employment level declined by approximately six

millionjobs during the period Management believes

that employers have remained extremely cautious about

hiring during the period As result the Company

experienced sharp declines in both the number of

billable contract hours and the number of placements

Consolidated net revenues for the year ended Septem

ber 30 2010 increased 14.6% compared with the prior

year due to the acquisition of On-Site Contract service

revenues including On-Site increased by 43.6% while

placement service revenues decreased by 29.6% Due

to the restructuring of its corporate and field operations

during the third quarter of fiscal 2009 and the

Companys efforts to reduce selling general and

administrative expenses the Company was able to lower

its loss from operations from $4228000 in the prior year

to $1556000 in the current year

Results of Operations

Net Revenues

Consildated net revenues are comprised of the

following

Year Ended September30

In Thousands 2010 2009

Placement services 2897 4114

Professional contract services 6217 6280

Agricultral contract services 2803

Consilated net revenues $11917 $10394

Net Revenues

Consolidated net revenues increased by $1523000

14.6% from the prior year
and was primarily due to the

acquisition of On-Site in June 2010 which contributed

$2803000 in revenue for fiscal 2010 The increase was

offset by lower professional contract and permanent

placement services Professional contract and place

ment services decreased by $63000 1% and $1217000

29.6% from the prior year respectively As result of

the weaker economic conditions that prevailed during

the year ended September 30 2010 the Company

experienced less demand for these services

Cost of Contract Services

The cost of contract services includes wages and the

related payroll taxes and employee benefits of the

Companys employees while they work on contract

assignments The cost of contract services for the year

ended September 302010 increased by $2737000 63%
due to the acquisition of On-Site in June 2010 Due to

competitive pricing pressures during the period the

gross profit margin on the professional contract

services business decreased from 30.4% in the prior

year to 29.1% in the current year The gross profit

margin of the On-Site business was 3.5% for the four



General Employment Enterprises Inc and Subsidiary

Managements Discussion Continued

months ended September 30 2010 The lower margin of

the On-Site business was the primary reason for the

decrease in the consolidated contract service gross

profit margin from 0.4% in the prior year to 21.1% in the

current year

Selling General and Administrative Expenses

Selling general and administrative expenses
include the

following categories

Compensation in the operating divisions

which includes commissions earned by the

Companys employment consultants and

branch managers on permanent and temporary

placements It also includes salaries wages

unrecovered advances against commissions

payroll taxes and employee benefits associated

with the management and operation of the

Companys staffing offices

Administrative compensation which includes

salaries wages payroll taxes and employee

benefits associated with general management

and the operation of the finance legal human

resources and information technology func

tions

Occupancy costs which includes office rent

depreciation and amortization and other office

operating expenses

Recruitment advertising which includes the

cost of identifying job applicants

Other selling general and administrative

expenses which includes travel bad debt

expense fees for outside professional services

and other corporate-level expenses such as

business insurance and taxes

The Companys largest selling general and administra

tive expense is for compensation in the operating

divisions Most of the Companys employment

consultants are paid on commission basis and receive

advances against future commissions Advances are

expensed when paid When commissions are earned

prior advances are applied against them and the

consultant is paid the net amount At that time the

Company recognizes the full amount as commission

expense and advance expense is reduced by the

amount recovered Thus the Companys advance

expense represents the net amount of advances paid

less amounts applied against commissions

Selling general and administrative expenses for the year

ended September 302010 decreased $3881000 38.1%

Compensation in the operating divisions decreased by

$955000 46.5% reflecting lower commission expense

on the lower volume of placement business Adminis

trative compensation decreased by $1491000 65 .9%

reflecting executive pay reductions staff reductions and

lower deferred compensation expense Additionally in

fiscal 2009 the Company recorded an administrative

compensation provision of $1070000 for consulting

agreement signed with its former Chief Executive Officer

see Liquidity section below No additional provisions

have been recorded in fiscal 2010 related to this

agreement as the obligation is getting paid out ratably

over the next five years
Branch occupancy costs

decreased by $664000 55.9% for the period because of

operating fewer branch offices than last year Recruit

ment advertising also decreased $508000 57.9% due to

lower utilization ofjob board posting services The

fiscal 2010 results also include 70.4% increase in

professional fees Legal and accounting fees increased

by $256000 over the prior year
due to professional fees

incurred related to both the On-Site acquisition other

acquisition targets that were considered during the year

Other

Interest income for the year ended September 30 2010

was down $37000 from last year due to combination of

lower funds available for investment and lower

average rate of return on investments

There were no credits for income taxes as result of the

pretax losses incurred during the periods because there

was not sufficient assurance that future tax benefits

would be realized



General Employment Enterprises Inc and Subsidiary

Managements Discussion Continued

Interest expense has increased $26000 in 2010 primarily

due to full year of interest expense recorded for the

accretion of the discount recorded on the liability for the

former CEOs consulting agreement as more fully

described below

Liquidity and Capital Resources

As of September 30 2010 the Company had cash and

cash equivalents of $945000 which was decrease of

$1865000 from September 302009 Net working capital

at September 302010 was $1209000 which was

decrease of$ 1400000 from September 30 2009 and the

current ratio was 1.9 to Shareholders equity as of

September 302010 was $1592000 which represented

46.9% of total assets

During the year ended September 30 2010 net cash

used by operating activities was $1865000 The net

loss for the period adjusted for depreciation and other

non-cash charges used $1256000 while working

capital items used $609000 During the year ended

September 30 2009 net cash used by operating

activities was $2695000 The net loss for fiscal 2009

adjusted for depreciation and other non-cash charges

used $3591000 while working capital items provided

$896000 Overall the decrease in cash used in opera

tions during fiscal 2010 is due to the decrease in the net

loss The decrease in the net loss is primarily attribut

able to restructuring of corporate and field operations

which occurred during the third quarter of fiscal 2009

resulting in significant cost reductions Working capital

consumed cash of $609000 in fiscal 2010 due primarily

to an increase in accounts receivable of $382000

because of the acquisition of On-Site and the timing of

payment of accounts payable

There was no cash used in investing activities during

fiscal 2010 The Company does not expect any signifi

cant use of cash for capital expenditures in fiscal 2011

During fiscal 2010 the Company acquired certain assets

of On-Site Services Inc through the issuance of

1476015 shares of its common stock Additionally the

former owner of On-Site is entitled to earn-out payments

over the next four years totaling up to 1020000

$600000 of which is payable in cash and $420000 of

which is payable in either cash or common stock or any

combination thereof in the Companys sole discretion

upon the attainment of certain aggregate performance

targets The Company has determined that the fair

value of the contingent consideration that could be paid

under this earn-out agreement is zero based on the

estimated probability of any payment being made

In November 2010 the Company purchased certain

assets of RFFG of Cleveland and DMCC Staffing LLC

DMCC and entered into management agreement

with RFFc2ç LLC the previous parent company of RFFG

of Cleveland and DMCC Staffing LLC to provide

services to RFFG to operate its day-to-day business

including services related to accounting sales finance

workers compensation benefits physical locations IT

and employees Thomas Bean 10% shareholder of

the Company prior to consideration of common shares

issued in this transaction is the owner of RFFG

In consideration of the services provided under the

management agreement RFFG will pay the Company

approximately 6% of its gross revenues Gross rev

enues of RFFG are expected to approximate $18 million

on an annual basis resulting in an expected manage
ment fee of approximately $1 million per year The

Company will need to add employees to provide the

services required under the management agreement

The assets purchased related to RFFG of Cleveland and

DMCC Staffing LLC constitute businesses and as such

the acquisition of these assets will be accounted for as

business combination In consideration for the assets

acquired and the rights under the management contract

the Company paid $2.4 million through the issuance of

its common stock In addition the purchase agreement

requires the Company to make additional payments of

up to $2.4 million over the next four years if certain

performance targets are achieved These earn-out

payments will be paid 50% in cash and 50% through the

issuance of the Companys common stock Under the

terms of the agreement the maximum amount payable

under the earn-out agreement for fiscal 2011 is $600000

All of the Companys office facilities are leased As

of September 30 2010 future minimum lease pay

ments under non-cancelable lease commitments

having initial terms in excess of one year including

closed offices totaled $1674000 At that date the



General Employment Enterprises Inc and Subsidiary

Managements Discussion Continued

Company also had contractual obligations to

purchase approximately $446000 of recruitment

advertising through December 2011

In fiscal 2009 to improve liquidity the Company

completed the sale of 7700000 shares of common stock

to PSQ and raised net cash proceeds of $1384000

In connection with the completion of the sale of shares

of common stock to PSQ in the prior year the

Companys Chairman Chief Executive Officer and

President the former CEOresigned from those

positions and his employment agreement with the

Company was replaced by new consulting agreement

Under the consulting agreement the Company became

obligated to pay an annual consulting fee of $180000

over five-year period and to issue 500000 shares of

common stock to the former CEO for no additional

consideration and the Company recorded liability for

the net present value of the future fee payments in the

amount of $790000 As of September 302010 $611000

remains payable under this agreement and is included in

accrued expenses on the Companys balance sheet

During fiscal 2010 the Company had loan and security

agreement with Crestmark Bank for financing of its

accounts receivable Under the terms the Company

was allowed to borrow up to 85% of its eligible accounts

receivable not to exceed $3500000 The loan was

secured by accounts receivable and other property of

the Company Interest was charged at the rate of 1%

above the prime rate In addition the agreement

requires service fee of $3500 per
month and an annual

fee equal to 1% of the total maximum borrowing under

the facility The term was for three years twenty six

months remaining as of September 302010 or earlier

upon demand by Crestmark and will be renewed

automatically for consecutive two year terms unless

terminated by either party As of September 302010 there

were no outstanding borrowings under the line of credit

The loan and security agreement with Crestmark

Bank included financial covenants which require

compliance until termination of the agreement As of

September 30 2010 the Company was in compliance

with all such covenants The borrowing base

availability under this agreement was approximately

$610000 as of September 30 2010

In December2010 the Company terminated its agree

ment with Crestmark Bank entered into two year

$3000000 account purchase agreement AR Credit

Facility with Wells Fargo Bank NA Wells Fargo

The AR Credit Facility provides for borrowings on

revolving basis of up to 85% of the Companys eligible

accounts receivable less than 90 days old and bears

interest at rate equal to the three month LIBOR plus

5.25% Upon the terms and subject to the conditions in

the agreement Wells Fargo may determine which

receivables are eligible receivables may determine the

amount it will advance on any such receivables and

may require the Company to repay advances made on

receivables and thereby repay amounts outstanding

under the AR Credit Facility Wells Fargo also has the

right to require the Company to repurchase receivables

that remain outstanding 90 days past their invoice date

The Company continues to be responsible for the

servicing and administration of the receivables pur

chased The Company will carry
the receivables and

any outstanding borrowings on its consolidated

balance sheet

The Company believes that the borrowing availability

under the Wells Fargo agreement will be adequate to fund

the increase in working capital needs resulting from the

acquisitions of On-Site RFFG of Cleveland and DMCC

Staffing In recent years
the Company has incurred

significant losses and negative cash flows from opera

tions Management has implemented strategy which

included cost reduction efforts as well as identifying

strategic acquisitions financed primarily through the

issuance of common stock to improve the overall

profitability and cash flows of the Company In addition

as discussed above the Company entered into an AR

Credit Facility with Wells Fargo to provide working capital

financing In the event Wells Fargo elects not to advance

us funds on our accounts receivable balance or the

performance of the acquired entities does not meet our

expectations we could experience liquidity constraints

As of September 30 2010 there were approximately

$8900000 of losses available to reduce federal taxable

income in future years through 2029 and there were

approximately $7000000 of losses available to reduce

state taxable income in future years expiring from 2010

through 2029 Due to the sale of shares of common

stock to PSQ during fiscal 2009 it is likely that the



General Employment Enterprises Inc and Subsidiary

Managements Discussion Continued

Company will be limited by Section 382 of the Internal

Revenue Code as to the amount of net operating losses

that may be used in future years The Company is

currently evaluating the effects of any such limitation

Future realization of the tax benefits of net operating

loss carryforwards ultimately depends on the existence

of sufficient taxable income within the carryforward

period Based on the weight of available evidence the

Company determined that it is more likely than not that

all of the deferred tax assets will not be realized

Accordingly the Company maintained full valuation

allowance as of September 30 2010

Off-Balance Sheet Arrangements

As of September 30 2010 and during the year then

ended there were no transactions agreements or other

contractual
arrangements to which an unconsolidated

entity was party under which the Company had

any direct or contingent obligation under guarantee

contract derivative instrument or variable interest in the

unconsolidated entity or had retained or contin

gent interest in assets transferred to the unconsolidated

entity

Critical Accounting Policies

The consolidated financial statements are prepared in

conformity with accounting principles generally

accepted in the United States of America and the rules

of the United States Securities and Exchange Commis

sion

Management makes estimates and assumptions that can

affect the amounts of assets and liabilities reported as of

the date of the financial statements as well as the

amounts of reported revenues and expenses during the

periods presented Those estimates and assumptions

typically involve expectations about events to occur

subsequent to the balance sheet date and it is possible

that actual results could ultimately differ from the

estimates If differences were to occur in subsequent

period the Company would recognize those differences

when they became known Significant matters requiring

the use of estimates and assumptions include deferred

income tax valuation allowances and accounts receiv

able allowances Management believes that its esti

mates and assumptions are reasonable based on

information that is available at the time they are made

The following accounting policies are considered by

management to be critical because of the judgments

and uncertainties involved and because different

amounts would be reported under different conditions

or using different assumptions

Income Taxes

Deferred tax assets and liabilities are determined based

on differences between the financial reporting and tax

bases of assets and liabilities and are measured using

the enacted tax rates and laws that are expected to be in

effect when the differences reverse valuation

allowance is recorded to reduce deferred tax assets to

the amount that is more likely than not to be realized as

tax benefit in the future If the Company were to

change its determination about the future realization of

tax benefits the valuation allowance would be adjusted

as provision or credit to income taxes in the period in

which the determination is made Judgment is required

in assessing the likelihood that tax assets will be

realized These judgments are based on estimates about

future taxable income which is inherently uncertain

Accounts Receivable Allowances

An allowance for placement falloffs is recorded as

reduction of revenues for estimated losses due to

applicants not remaining employed for the Companys

guarantee period An allowance for doubtful accounts

is recorded as charge to bad debt expense where

collection is considered to be doubtful due to credit

issues These allowances reflect managements estimate

of potential losses inherent in the accounts receivable

balances based on historical loss statistics and known

current factors impacting its customers

Goodwill

Goodwill represents the excess of cost over the fair

value of the net assets acquired in the June 2010

acquisition of On-Site Services Inc Goodwill is

assessed for impairment at least annually in the absence

of an indicator of possible impairment and immediately

upon an indicator of possible impairment If the
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Managements Discussion Continued

carrying amount of the reporting unit exceeds its fair

value the Company measures the possible goodwill

impairment based upon an allocation of the estimated

fair value of the underlying assets and liabilities of the

reporting unit as if the acquisition had occurred

currently The excess of the fair value of the reporting

unit over the amounts assigned to its assets and

liabilities is the implied fair value of goodwill An

impairment loss would be recognized to the extent the

carrying value of goodwill exceeds its implied fair value

Intangible Assets

Customer lists and non-compete agreements were

recorded at their estimated fair value and are amortized

over their estimated useful lives ranging from two to five

years using accelerated and straight-line methods

respectively

Impairment ofLong-lived Assets

The Company records impairment on long-lived assets

including amortizable intangible assets used in

operations other than goodwill when events or

circumstances indicate that the asset might be impaired

and the estimated undiscounted cash flows to be

generated by those assets over their remaining lives are

less than the carrying amount of those items The net

carrying value of assets not recoverable is reduced to

fair value which is typically calculated using the

discounted cash flow method

Recent Accounting Pronouncements

In December 2007 the FASB issued guidance on

business combinations Under this guidance an entity

is required to recognize the assets acquired liabilities

assumed contractual contingencies and contingent

consideration at their fair value on the acquisition date

It further requires that acquisition-related costs be

recognized separately from the acquisition and ex

pensed as incurred restructuring costs generally be

expensed in periods subsequent to the acquisition date

and changes in accounting for deferred tax asset

valuation allowances and acquired income tax uncertain

ties after the measurement period impact income tax

expense The Company adopted this guidance on

October 2009 The Companys acquisition of On-Site

Services Inc on June 2010 was accounted for under

this guidance refer to the Acquisition Footnote of our

consolidated financial statements

In June 2009 the FASB issued authoritative guidance

which amended the existing guidance for the consolida

tion of variable interest entities to address the elimina

tion of the concept of qualifying special purpose

entity The guidance also replaces the quantitative-

based risks and rewards calculation for determining

which enterprise has controlling financial interest in

variable interest entity with an approach focused on

identifying which enterprise has the power to direct the

activities of variable interest entity and the obligation

to absorb losses of the entity or the right to receive

benefits from the entity Additionally the guidance

requires any enterprise that holds variable interest in

variable interest entity to provide enhanced disclosures

that will provide users of financial statements with more

transparent information about an enterprises involve

ment in variable interest entity The guidance is

effective for the Company commencing October 2010

The Company is currently evaluating the impact if any

the guidance will have on its consolidated financial

statements

In January 2010 the FASB issued guidance which

amends the disclosures regarding fair value guidance

This guidance was issued in response to requests from

financial statement users for additional information

about fair value measurements Under the new guid

ance

reporting entity is now required to disclose

separately the amounts of and reasons for signifi

cant transfers between Level and Level of the

fair value hierarchy and into and out of Level of

the fair value hierarchy for the reconciliation of Level

measurements

reporting entity is no longer permitted to adopt

policy recognizing transfers into Level as of the

beginning of the reporting period and transfers out

of Level as of the end of the reporting period

Rather an entity must disclose and follow consis

tent policy for determining when transfers between

levels are recognized



General Employment Enterprises Inc and Subsidiary

Market In formation

This guidance is effective for fiscal
years beginning

after December 31 2009 except for the required disclo

sures regarding the Level investments which is

effective for fiscal years beginning after December 31

2010 The Company does not expect this guidance to

have material impact on the consolidated financial

statements

Forward-Looking Statements

As matter of policy the Company does not provide

forecasts of future financial performance The state

ments made in this Form 10-K Annual Report which are

not historical facts are forward-looking statements

Such
forward-looking statements often contain or are

prefaced by words such as will and expect As

result of number of factors our actual results could

differ materially from those set forth in the forward-

looking statements Certain factors that might cause our

actual results to differ materially from those in the

forward-looking statements include without limitation

general business conditions the demand for the

Companys services competitive market pressures the

ability of the Company to attract and retain qualified

personnel for regular full-time placement and contract

assignments the possibility of incurring liability for the

Companys business activities including the activities

of its contract employees and events affecting its

contract employees on client premises and the ability to

attract and retain qualified corporate and branch

management The Company is under no obligation to

and expressly disclaims any such obligation to and

does not intend to update or alter its forward-looking

statements whether as result of new information

future events or otherwise

The Companys common stock is listed on the NYSE
Amex stock exchange and is traded under the symbol

JOB The following table sets forth the quarterly high

and low sales prices per share of the Companys

common stock on the consolidated market for each

quarter within the last two fiscal years

Fourth Third Second First

Quarter Quarter Quarter Quarter

Fiscal 2010

High .41 $.67 $.77 $.84

Low .22 .25 .51 .50

Fiscal 2009

High $1.47 $.58 $.52 $.54

Low .46 .36 .19 .30

2010

No dividends were declared or paid during the three

month period ended September 30 2010 We do not

anticipate paying any cash dividends for the foresee

able future

Managements Discussion Concluded

There were 661 holders of record on September 30

10
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Consolida ted Statement of Operations

Year Ended September30

In Thousands Except Per Share 2010 2009

Net revenues

Contract services 9020 6280

Placement services 2897 4114

Net revenues 11917 10394

Cost of contract services 7111 4374

Selling general and administrative expenses 6317 10198

Loss from operations
1511 4168

Interest Expense 36 10

Investment loss 50

Net loss $1556 $4228

Weighted average
number of shares basic and diluted 13874 7232

Net loss per share basic and diluted .11 .58

Cash dividends declared
per

share

See notes to consolidated financial statements
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General Employment Enterprises Inc and Subsidiary

Consolida ted Balance Sheet

As of September30

In Thousands 2010 2009

ASSETS

Current assets

Cash and cash equivalents 945 2810

Accounts receivable less allowances 2010 $86 2009 $76 1419 1038

Other current assets 216 249

Total current assets 2580 4097

Property and equipment net 383 570

Goodwilil 172

Intangible assets net 259

Total assets 3394 4667

LIABILITIES AMSHAREHOLDERSEQIJITY
Current liabilities

Accounts payable 107 348

Accrued compensation 769 666

Other current liabilities 495 474

Total current liabilities
1371 1488

Long-term obligations 431 575

Shareholders equity

Preferred stock authorized 100 shares

issued and outstanding none

Common stock no-par value authorized

20000 shares issued and outstanding

14856 shares in 2010 and 13380 shares in 2009 7287 6743

Accumulated deficit 5695 4139

Total shareholders equity 1592 2604

Total liabilities and shareholders equity 3394 4667

See notes to consolidatedfinancial statements
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General Employment Enterprises Inc and Subsidiary

Consolidated Statement of Cash Flows

In Thousands

Operating activities

Net loss

Adjustments to reconcile net loss to net cash

used in operating activities

Depreciation and amortization

Loss on disposal of fixed assets

Stock compensation expense

Compensation paid by majority shareholder

Changes in current assets and current liabilites

Accounts receivable

Accounts payable

Accrued compensation

Other current items net

Long-term obligaitons

Year Ended September30

2010 2009

Supplemental Disclosure of Cash Flowlnformation 36

Supplemental Disclosure of Non-cash investing activities

In June 2010 the Company purchased certain assets of On-Site Services Inc through the issuance of 1476 shares of

common stock

See notes to consolidated.flnancial statements

1556

243

II

46

382

241

103

55

4228

260

368

276

264

335

116

144 575

Net cash used by operating activities 1865 2695

Investing activities

Acquisition of property and equipment 48

Financing activities

Exercises of stock options

Issuance of common stock 1925

Stock issuance costs 541

Net cash provided used by financing activities 1388

Decrease in cash and cash equivalents 1865 1355

Cash and cash equivalents at beginning of year 2810 4165

Cash and cash equivalents at end of
year

945 2810

10

13



General Employment Enterprises Inc and Subsidiary

Consolidated Statement ofShareholders Equity

Year Ended September30

2010 2009In Thousands

Common shares outstanding

Number at beginning of year 13380 5165

Issuance of common stock 8200

Issuance of common stock for acquisition 1476

Exercises of stock options 15

Number at end of year 14856 13380

Common stock

Balance at beginning of year 6743 4987

Issuance of common stock net of issuance costs of $541 1384

Issuance of common stock for acquisiton 487

Compensation paid by majority shareholder 46

Stock compensation expense ii 368

Exercises of stock options

Balance at end of year 7287 6743

Retained earnings accumulated deficit

Balance at beginning of year 4139 89

Net loss 1556 4228

Balance at end of year 5695 4139

See notes to consolidatedfinancia/ statements
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General Employment Enterprises Inc and Subsidiary

Notes to Consolidated Financial Statements

Description of Business

General Employment Enterprises Inc the Company
provides staffing services through network of branch

offices located in major metropolitan areas throughout

the United States The Companys professional

staffing services provide information technology

engineering and accounting professionals to clients on

either regular placement basis or temporary contract

basis The Companys agricultural staffing services

provide agricultural workers for farms and groves The

portion of consolidated net revenues derived from the

Companys two largest customers together was

approximately 17% in fiscal 2010 and 21% in fiscal 2009

and no other customer accounted for more than 7% of

net revenues during either year

In recent years the Company has incurred significant

losses and negative cash flows from operations

Management has implemented strategy which

included cost reduction efforts as well as identifying

strategic acquisitions financed primarily through the

issuance of stock to improve the overall profitability

and cash flows of the Company In addition in

December 2010 the Company entered into an account

purchase agreement with Wells Fargo Business Credit

to provide working capital financing The account

purchase agreement allows Wells Fargo to advance the

Company funds on accounts receivable at its sole

discretion In the event Wells elects not to advance

funds on our accounts receivable balance or the

performance of the acquired entities does not meet our

expectations the Company could experience liquidity

constraints

Significant Accounting Policies and Estimates

The consolidated financial statements are prepared in

conformity with accounting principles generally

accepted in the United States of America and the rules

of the United States Securities and Exchange Commission

Principles of Consolidation

The consolidated financial statements include the

accounts and transactions of the Company and its wholly-

owned subsidiary All significant intercompany accounts

and transactions are eliminated in consolidation

Estimates and Assumptions

Management makes estimates and assumptions that

can affect the amounts of assets and liabilities reported

as of the date of the financial statements as well as the

amounts of reported revenues and expenses during the

periods presented Those estimates and assumptions

typically involve expectations about events to occur

subsequent to the balance sheet date and it is possible

that actual results could ultimately differ from the

estimates If differences were to occur in subsequent

period the Company would recognize those differences

when they became known Significant matters requiring

the use of estimates and assumptions include deferred

income tax valuation allowances and accounts receiv

able allowances Management believes that its

estimates and assumptions are reasonable based on

information that is available at the time they are made

Revenue Recognition

Placement service revenues are recognized when

applicants accept offers of employment less provi

sion for estimated losses due to applicants not remain

ing employed for the Companys guarantee period

Contract service revenues are recognized when

services are rendered

Cost of Contract Services

The cost of contract services includes the wages and

the related payroll taxes and employee benefits of the

Companys employees while they work on contract

assignments

Income Taxes

Deferred tax assets and liabilities are determined based

on differences between the financial reporting and tax

bases of assets and liabilities and are measured using

the enacted tax rates and laws that are expected to be in

effect when the differences reverse valuation

allowance is recorded to reduce deferred tax assets to

the amount that is more likely than not to be realized as

tax benefit in the future

Income or Loss Per Share

Basic income or loss per share is based on the
average

number of common shares outstanding Diluted income

per share is based on the average number of common

shares and the dilutive effect of stock options Stock

options are not considered to be dilutive during loss
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General Employment Enterprises Inc and Subsidiary

Notes Continued

periods The diluted net loss per share does not

include the effect of 388000 stock options in fiscal 2010

and 630000 stock options in fiscal 2009 because

including them would have had an anti-dilutive effect

Cash Equivalents

Highly liquid investments with maturity of three

months or less when purchased are considered to be

cash equivalents

Accounts Receivable Allowances

An allowance for placement falloffs is recorded as

reduction of revenues for estimated losses due to

applicants not remaining employed for the Companys

guarantee period An allowance for doubtful accounts

is recorded as charge to bad debt expense where

collection is considered to be doubtful due to credit

issues These allowances together reflect

managements estimate of the potential losses inherent

in the accounts receivable balances based on historical

loss statistics and known factors impacting its customers

Property and Equipment

Property and equipment are recorded at cost Deprecia

tion expense is calculated on straight-line basis over

estimated useful lives of five
years

for computer

equipment and two to ten years
for office equipment

furniture and fixtures The Company capitalizes

computer software purchased or developed for internal

use and amortizes it over an estimated useful life of five

years
The carrying value of property and equipment is

reviewed for impairment whenever events or changes in

circumstances indicate that it may not be recoverable

If the carrying amount of an asset group is greater than

its estimated future undiscounted cash flows the

carrying value is written down to the estimated fair

value

Goodwill

Goodwill represents the excess of cost over the fair

value of the net assets acquired in the June 2010

acquisition of On-Site Services Inc Goodwill is

assessed for impairment at least annually in the

absence of an indicator of possible impairment and

immediately upon an indicator of possible impairment

If the carrying amount of the reporting unit exceeds its

fair value the Company measures the possible goodwill

impairment based upon an allocation of the estimated

fair value of the underlying assets and liabilities of the

reporting unit as if the acquisition had occurred

currently The excess of the fair value of the reporting

unit over the amounts assigned to its assets and

liabilities is the implied fair value of goodwill An

impairment loss would be recognized to the extent the

carrying value of goodwill exceeds its implied fair value

Intangible Assets

Customer lists and non-compete agreements were

recorded at their estimated fair value at the date of

acquisition and are amortized over their estimated

useful lives ranging from two to five years using

accelerated and straight-line methods respectively

Impairment of Long-lived Assets

The Company records impairment on long-lived assets

used in operations other than goodwill when events

or circumstances indicate that the asset might be

impaired and the estimated undiscounted cash flows to

be generated by those assets over their remaining lives

are less than the carrying amount of those items The

net canying value of assets not recoverable is reduced

to fair value which is typically calculated using the

discounted cash flow method

Stock-Based Compensation

Compensation expense is recorded for the fair value of

stock options issued to directors and employees The

expense is measured as the estimated fair value of the

stock options on the date of grant and is amortized

over the vesting periods

Advertising

The Company expenses advertising costs as incurred

Advertising costs were $370000 and $878000 for the

years ended September 30 2010 and 2009 respectively

Reclass/ications

Certain fiscal 2009 amounts have been reclassified to

conform with the fiscal 2010 presentation

Recent Accounting Pronouncements

In December 2007 the FASB issued guidance on

business combinations Under this guidance an entity

is required to recognize the assets acquired liabilities
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Notes Continued

assumed contractual contingencies and contingent

consideration at their fair value on the acquisition date

It further requires that acquisition-related costs be

recognized separately from the acquisition and ex

pensed as incurred restructuring costs generally be

expensed in periods subsequent to the acquisition

date and changes in accounting for deferred tax asset

valuation allowances and acquired income tax uncer

tainties after the measurement period impact income tax

expense The Company adopted this guidance on

October 2009 The Companys acquisition of On-Site

Services Inc on June 12010 was accounted for under

this guidance refer to the Acquisition footnote below

In June 2009 the FASB issued authoritative guidance

which amended the existing guidance for the consolida

tion of variable interest entities to address the elimina

tion of the concept of qualifying special purpose

entity The guidance also replaces the quantitative-

based risks and rewards calculation for determining

which enterprise has controlling financial interest in

variable interest entity with an approach focused on

identifying which enterprise has the power to direct the

activities of variable interest entity and the obligation

to absorb losses of the entity or the right to receive

benefits from the entity Additionally the guidance

requires any enterprise that holds variable interest in

variable interest entity to provide enhanced disclo

sures that will provide users of financial statements

with more transparent information about an enterprises

involvement in variable interest entity The guidance

is effective for the Company commencing October

2010 The Company is currently evaluating the impact

if any the guidance will have on its consolidated

financial statements

In January 2010 the FASB issued guidance which

amends the disclosures regarding fair value guidance

This guidance was issued in response to requests from

financial statement users for additional information

about fair value measurements Under the new

guidance

reporting entity is now required to disclose

separately the amounts of and reasons for

significant transfers between Level and Level

of the fair value hierarchy and into and out of

Level of the fair value hierarchy for the reconcili

ation of Level measurements

reporting entity is no longer permitted to adopt

policy recognizing transfers into Level as of

the beginning of the reporting period and transfers

out of Level as of the end of the reporting

period Rather an entity must disclose and follow

consistent policy for determining when transfers

between levels are recognized

This guidance is effective for fiscal years beginning

after December31 2009 except for the required

disclosures regarding the Level investments which is

effective for fiscal
years beginning after December 31

2010 The Company does not expect this guidance to

have material impact on the consolidated financial

statements

Acquisition

On June 2010 the Company through its wholly-

owned subsidiary Triad Personnel Services Inc

entered into an Asset Purchase Agreement Agreement

with On-Site Services Inc On-Site On-Site is located

in Florida and provides labor and human resource

solutions including temporary staffing human

resources and labor and employment consulting and

workforce solutions to the agricultural industry

Pursuant to the Agreement the Company issued

1476015 shares of its common stock no par value to

the seller of On-Site based on stated value of

$600000 divided by the average share price of the 20

consecutive trading days prior to the second trading

day prior to the closing of the Agreement For

accounting purposes the common shares issued were

valued at approximately $487000 based on the quoted

market price on the closing date Additionally the

former owner of On-Site is entitled to earn-out pay

ments over the next four years totaling up to

$1020000 $600000 of which is payable in cash and

$420000 in cash or common stock or any combination

thereof in the Companys sole discretion upon the

attainment of certain aggregate financial performance

targets The Company has determined the fair value of

the contingent consideration that could be paid under
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this earn-out agreement is zero based on the estimated

probability of any payment being made Therefore at

the date of the acquisition no value has been assigned

to the contingent consideration Any subsequent

changes in the estimated fair value of this contingent

consideration will be recorded in the Companys

statement of operations In addition the Company also

provided the seller of On-Site non-interest bearing

advance of $300000 on June 2010 which was fully

repaid by June 30 2010

The following table summarizes the approximate fair

value of the assets acquired at the date of the closing

In Thousands

Fixed assets

Intangible assets

non-compete agreement 89

customer relationship 223

Goodwill 172

Total fair value of assets acquired 487

In connection with the application of purchase

accounting the Company recorded its identifiable

intangible assets at fair value Fair value for the intangible

assets was determined primarily through the use of

discounted cash flow analysis The discounted cash flow

analysis projected the estimated future cash flows to be

generated by the underlying assets and discounted these

at rate reflecting perceived business and financial risks

The projected cash flow estimates used in the discounted

cash flow analysis are based on managements best

estimate and actual results may differ The valuation

approach used to value these intangible assets for

purchase accounting is based predominately on Level

inputs The levels of the fair value hierarchy are described

below

Level Unadjusted quoted prices in active markets

that are accessible at the measurement date for

identical unrestricted assets

Level Inputs other than quoted prices included

within Level that are observable for the asset or

liability either directly or indirectly included quoted

prices for similar assets or liabilities in active markets

quoted prices for identical or similar assets or liabilities

in markets that are not active inputs other than

quoted prices that are observable for the asset or

liability and inputs that are derived principally from

or corroborated by observable market data by

correlation or other means

Level Inputs that are both significant to the fair

value measurement and unobservable

The results of operations of On-Site are included in the

Companys statement of operations from the date of the

acquisition

The following unaudited pro forma information repre

sents the Companys results of operations as if the

acquisition had occurred at the beginning of each of the

respective periods

In Thousands 2010 2009

Net sales $20443 $22058

Net loss 1422 4041

Basic and diluted loss per share .10 .46

Placement Service Revenues

The provision for falloffs and refunds reflected in the

consolidated statement of operations as reduction of

placement service revenues was $393000 in fiscal 2010

and $412000 in fiscal 2009

Investment Income Loss

The components of investment income loss are as

follows

In Thousands 2010 2009

Interest income 40

Loss on investments 11 90

Investment income loss 50
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The losses on investments include unrealized holding

gains and losses on trading securities

Cash and Cash Equivalents

Income Taxes

The components of the provision for income taxes are

as follows

The Companys primary objective for its investment

portfolio is to provide maximum protection of principal

and high liquidity By investing in high-quality securi

ties having relatively short maturity periods or in

money market funds having similarobjectives the

Company reduces its
exposure to the risks associated

with interest rate fluctuations summary of cash and

cash equivalents as of September 30 is as follows

In Thousands 2010 2009

Cash 945 510

Certificate of deposit 2300

Total cash and cash equivalents 945 2810

In November 2009 the Company discovered that it did

not receive the proceeds from bank for $2300000

certificate of deposit that was scheduled to mature in

October 2009 Although the Company made formal

inquiry of the bank it did not receive an adequate

explanation for the banks non-performance related to

the deposit In December 2009 the Company entered

into an agreement to assign its interests in the certificate

of deposit without recourse to an unrelated party that

has other business interests with the bank and the

Company was reimbursed for the face value of the

deposit

The Company maintains deposits in financial institu

tions in excess of amounts guaranteed by the Federal

Deposit Insurance Corporation As of September 30

2010 the balance of cash and cash equivalents in excess

of the insured limits was $243000

Currenttaxprovision

Deferred tax provision credit

related to

Temporary differences 170

Loss carryforwards 590 1381

Valuation allowances 588 1551

Provision for income taxes

The differences between income taxes calculated at the

34% statutory U.S federal income tax rate and the

Companys provision for income taxes are as follows

In Thousands 2010 2009

Income tax provision credit at

statutory federal tax rate 529 $1438

Federal valuation allowance 529 1437

Other

Provision for income taxes

The net deferred income tax asset balance as of

September30 related to the following

In Thousands 2010 2009

Temporary differences 511 513

Net operating loss carryforwards 3470 2880

Valuation allowances 3981 3393

Net deferred income tax asset

As of September 30 2010 there were approximately

$8900000 of losses available to reduce federal taxable

income in future years through 2030 and there were

approximately $7000000 of losses available to reduce

In Thousands 2010 2009
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state taxable income in future years expiring from 2011

through 2030 Due to the sale of shares of common

stock to PSQ LLC PSQ during fiscal 2009 it is likely

that the Company will be limited by Section 382 of the

Internal Revenue Code as to the amount of net operat

ing losses that may be used in future years The

Company is currently evaluating the effects of any such

limitation

Future realization of the tax benefits of existing tempo

rary
differences and net operating loss carryforwards

ultimately depends on the existence of sufficient taxable

income within the carryforward period As of September

30 2010 the Company performed an evaluation to

determine whether valuation allowance was needed

The Company considered all available evidence both

positive and negative which included the results of

operations for the current and preceding years The

Company also considered whether there was any

currently available information about future years

Because long-term contracts are not significant part of

the Companys business future results cannot be

reliably predicted by considering past trends or by

extrapolating past results Moreover the Companys

eamings are strongly influenced by national economic

conditions and have been volatile in the past Consider

ing these factors the Company determined that it was

not possible to reasonably quantify future taxable

income Based on the weight of available evidence the

Company determined that it is more likely than not that

all of the deferred tax assets will not be realized

Accordingly the Company maintained full valuation

allowance as of September 30 2010

As of September 30 2010 the Companys federal income

tax returns for fiscal 2007 and subsequent years were

subject to examination The Companys policy is to

recognize penalties and interest in income tax expense

however no penalties or interest were recognized in

fiscal2OlOor2009

Property and Equipment

Property and equipment consisted of the following as

of September 30

In Thousands 2010 2009

Computer software 1447 1447

Office equipment

furniture and fixtures 1886 2019

Total property

and equipment at cost 3333 3466

Accumulated depreciation

and amortization 2950 2896

Property and equipment net 383 570

Disposals of property and equipment consisting

primarily of fully-depreciated office furniture and

equipment had an original cost of$ 136000 and $190000

in fiscal 2010 and 2009 respectively

Intangible Assets finite life

Intangilbe assets finite life as of September 30 2010

Net

Accumulated Book

In Thousands Cost Ammoritization Value

Non-compete 89 10 79

Customer relationsip 223 43 180

$312 53 $259

Finite life intangible assets are comprised of non-

compete agreement and customer relationships The

non-compete agreement is amortized on straight

line basis over its estimated life of five years The

customer relationships are amortized based on the

future undiscounted cash flows over the next four

years Over the next five years amortization expense

for these finite life intangible assets will be $98000

for 2011 $78000 in 2012 $56000 in 2013 $33000 in

2014 and $12000 in 2015
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Other Current Liabilities

Other current liabilities consisted of the following as of

September 30

In Thousands 2010 2009

Accrued expenses 110 113

Accrued rent 110 213

Deferred rent 275 148

Total other current liabilities 495 474

Office Closings

During fiscal 2009 the Company consolidated ten

branch offices in four metropolitan areas and closed six

of them As result the Company recorded $281000

provision covering the remaining lease obligations of

the closed offices and $49000 adjustment of the book

value of the related office furniture and equipment The

total provision for the cost of closing branch offices

included in selling general and administrative expenses

was $330000 in 2009 The rent liability included in other

current liabilities was as follows as of September 30

In Thousands 2010 2009

Balance at beginning of year 213 47

Provision for office closings 281

Payments 103 115

Balanceatendofyear 110 213

Line of Credit

The Company had loan and security agreement with

Crestmark Bank for financing of its accounts receivable

Under the terms the Company may borrow up to 85% of

its eligible accounts receivable not to exceed $3500000

The loan is secured by accounts receivable and other

property of the Company Interest is charged at the rate

of 1% above the prime rate 3.25% as of September 30

2010 In addition the agreement requires mainte

nance fee of $3500 per month and an annual loan fee of

1% of the maximum borrowing amount under the

agreement The term is for three years twenty six

months remaining as of September 30 2010 or earlier

upon demand by Crestmark and will be renewed

automatically for consecutive two year terms unless

terminated by either party As of September 302010

there were no outstanding borrowings under the line of

credit

The loan and security agreement with Crestmark Bank

includes financial covenants which require compliance

until termination of the agreement As of September 30

2010 the Company was in compliance with all such

covenants The borrowing base availability under this

agreement was approximately $610000 as of September

302010

The Company incurred $77000 of fees related to this

agreement during the
year

ended September 302010

In December2010 the Company terminated its agree

ment with Crestmark Bank in connection with the

execution of an account purchase agreement with Wells

Fargo Bank N.A

Lease Obligations

The Company leases space for all of its branch offices

which are located either in downtown or suburban

business centers and space for its corporate headquar

ters Branch offices are generally leased over periods

from three to five years The corporate office lease

expires in 2015 but it may be cancelled by the Company

in 2012 under certain conditions The leases generally

provide for payment of basic rent plus share of

building real estate taxes maintenance costs and

utilities

Rent expense was $583000 in fiscal 2010 and $802000 in

fiscal 2009 As of September 302010 future minimum

lease payments under non-cancelable lease agreements

having initial terms in excess of one year including the

closed offices totaled $1673540 as follows fiscal 2011

$434781 fiscal 2012 -$389981 fiscal 2013 -$346896

fiscal20l4-$320971 andfiscal20l5-$18091l
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Commitments

As of September 30 2010 the Company had contractual

obligations to purchase approximately $446000 of

recruitment advertising through December2011

Long-Term Obligations

In connection with the completion of the sale of shares

of common stock to PSQ in fiscal 2009 the Companys

Chairman Chief Executive Officer and President the

former CEO resigned from those positions and his

employment agreement with the Company was replaced

by new consulting agreement Under the consulting

agreement the Company became obligated to pay an

aimual consulting fee of$ 180000 over five-year period

and to issue 500000 shares of common stock to the

former CEO for no additional consideration During

fiscal 2009 the Company recorded provision for

additional compensation expense
under the consulting

agreement in the amount of$ 1070000 which is

included in selling general and administrative
expenses

in the consolidated statement of operations Of that

amount the Company recorded liability for the net

present value of the future payments in the amount of

$790000 and recorded additional common stock in the

amount of $280000 based on quoted market price of

$.56 per share on the date of the award As of Septem

ber 302010 the liability for future payments was

reflected on the consolidated balance sheet as accrued

compensation of$ 180000 and long-term obligations of

$431000 As of September 30 2009 the liability for

future payments was reflected on the consolidated

balance sheet as accrued compensation of $180000 and

long-term obligation of $575000

Common Stock

As of June 30 2009 the Company recorded the sale of

7700000 newly-issued shares of common stock to PSQ

for $1925000 in cash pursuant to Securities Purchase

and Tender Offer Agreement that had been entered into

by the Company on March 30 2009 The net proceeds

to the Company from the share issuance after deduct

ing related costs were $1384000 As further described

in Long-Term Obligations under consulting

agreement with the former CEO the Company became

obligated during fiscal 2009 to issue 500000 shares of

common stock to the former CEO for no additional

consideration

In fiscal 2010 the Company issued 1476000 shares

of its common stock in connection with the acquisi

tion of On-Site

During fiscal 2010 the majority shareholder of the

Company paid $47000 of compensation to an

executive of the Company on behalf of the Company

As result the Company recorded this amount as

capital contribution with the compensation expense

recorded in its statement of operations for the year

ended September 30 2010

Stock Option Plans

As of September 30 2010 there were stock options

outstanding under the Companys 1995 Stock Option

Plan Second Amended and Restated 1997 Stock Option

Plan and 1999 Stock Option Plan All three plans were

approved by the shareholders The 1995 Stock Option

Plan and the 1999 Stock Option Plan have expired and

no further options may be granted under those plans

During fiscal 2009 the Second Amended and Restated

1997 Stock Option Plan was amended to make an

additional 592000 options available for granting The

plans granted specified numbers of options to non-

employee directors and they authorized the Compensa

tion Committee of the Board of Directors to grant either

incentive or non-statutory stock options to employees

Vesting periods are established by the Compensation

Committee at the time of grant All stock options

outstanding as of September 302010 were non

statutory stock options had exercise prices equal to the

market price on the date of grant and had expiration

dates ten years
from the date of grant
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Number of Options in Thousands 2010 2009

Number of options outstanding

Beginning of year 630 603

Granted 10 318

Exercised 15
Terminated 253 276

End of year
388 630

Number of options exercisable

atendofyear 318 530

Number of options available for grant

at end of year 686 493

Weighted average option prices

per share

Granted during the year .31 .57

Exercised during the year .30

Terminated during the
year

.83 1.43

Outstanding at end of year .99 .94

Exercisable at end of
year $1.06 .99

Stock options outstanding as of September 30 2010

were as follows number of shares in thousands

Under$1.00 277 .75 207 .65 5.63

$l.25to$2.39 111 1.42 111 1.42 5.15

As of September 30 2010 the aggregate intrinsic value

of outstanding stock options and exercisable stock

options was zero

The average fair value of stock options granted was

estimated to be $0.17 and $0.30 per share in fiscal 2010

and 2009 respectively This estimate was made using

2010 2009

Expected option life years 5.0 5.0

Expected stock price volaltility 65% 59%

Expected dividend yeild

Risk-free interest rate 1.5% 2.4%

Stock-based compensation expense
attributable to stock

options was $11000 in fiscal 2010 and $86000 in fiscal

2009 As of September 302010 there was $25000 of

unrecognized compensation expense
related to

unvested stock options outstanding and the weighted

average vesting period for those options was four

years

Segment Data

During 2010 the Company had change in executive

management and acquired On-Site As result of these

events the Companys internal reporting was adjusted

and as result the Company re-assessed its segment

presentation Accordingly the Companys segment

disclosures were revised in the current year

The Company provides the following distinctive

services placement services temporary profes

sional services staffing in the fields of information

technology engineering and accounting and

temporary staffing in the agricultural industry The

accounting policies of these segments are the same as

those described in the Summary of Significant Account

ing Policies Intersegment net service revenues are

not significant Revenues generated from the

temporary professional services staffing and tempo

rary staffing in the agricultural industry are classified

as contract revenues in the statement of operations

Selling and general and administrative expenses are

not separately allocated among the agricultural and

professional services staffing segments for internal

reporting purposes

summary of stock option activity is as follows the Black-Scholes option pricing model and the follow

ing weighted average assumptions

Range of

Exeitisable

Prices

Weighted Weighted Avesage Weighted Aveiage

Number Avemge Number Avemge Remaining

Outstanding Price Exeitisable Price Life Years
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In Thousands 2010 2009

Placement Services

Revenue

Operating loss

Depreciation and amortization

Accounts receivable net

Contract Services

Agricultural services revenue

Professional services revenue

Agricultural services gross margin

Professional services gross margin

Operating loss

Depreciation and amortization

Accounts receivable

agricultural services

professional services

Corporate

Operating loss

Depreciation and amortization

Subsequent Events

Acquisition Management Agreement with RFFG LLC

In November 2010 the Company purchased certain

assets of RFFG of Cleveland and DMCC Staffing LLC

DMCC and entered into management agreement

with RFFG LLC the previous parent company of RFFG

of Cleveland and DMCC Staffing LLC to provide

services to RFFG to operate its day-to-day business

including services related to accounting sales finance

workers compensation benefits physical locations IT

and employees Thomas Bean 10% shareholder of

the Company prior to consideration of common shares

issued in this transaction is the owner of RFFG RFFG

of Cleveland and DMCC have annual revenue of

approximately $7 million

In consideration of the services provided under the

management agreement RFFG will pay the Company

approximately 6% of its
gross revenues Gross rev

enues of RFFG are expected to approximate $18 million

on an annual basis resulting in an expected manage
ment fee of approximately $1 million

per year The

Company will need to add employees to provide the

services required under the management agreement

The assets purchased related to RFFG of Cleveland and

DMCC Staffing LLC constitute businesses and as such

the acquisition of these assets will be accounted for as

business combination In consideration for the assets

acquired and the rights under the management contract

the Company paid $2.4 million through the issuance of

its common stock In addition the purchase agreement

requires the Company to make additional payments of

up to $2.4 million over the next four
years if certain

performance targets are achieved

Wells Fargo Bank NA Financing Agreement

In December2010 the Company terminated its agree

ment with Crestmark Bank entered into two year $3

million account purchase agreement AR Credit

Facility with Wells Fargo Bank N.A Wells Fargo
The AR Credit Facility provides for borrowings on

revolving basis of up to 85% of the Companys

eligible accounts receivable less than 90 days old and

bears interest at rate equal to the three month LIBOR

plus 5.25% Upon the terms and subject to the

conditions in the agreement Wells Fargo may deter

mine which receivables are eligible receivables may
determine the amount it will advance on any such

receivables and may require the Company to repay

advances made on receivables and thereby repay

amounts outstanding under the AR Credit Facility

Wells Fargo also has the right to require the Company

to repurchase receivables that remain outstanding 90

days past their invoice date The Company continues

to be responsible for the servicing and administration

of the receivables purchased The Company will carry

the receivables and any outstanding borrowings on its

consolidated balance sheet
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General Employment Enterprises Inc and Subsidiary

Report of Independent Registered Public Accounting Firm

Board of Directors and Shareholders

General Employment Enterprises Inc

Oakbrook Terrace Illinois

We have audited the accompanying consolidated

balance sheets of General Employment Enterprises Inc

as of September 30 2010 and 2009 and the related

consolidated statements of operations shareholders

equity and cash flows for the years then ended These

financial statements are the responsibility of the

Companys management Our responsibility is to

express an opinion on these financial statements based

on our audits

We conducted our audits in accordance with the

standards of the Public Company Accounting Oversight

Board United States Those standards require that we

plan and perform the audits to obtain reasonable

assurance about whether the financial statements are

free of material misstatement An audit includes consid

eration of internal control over financial reporting as

basis for designing audit procedures that are appropri

ate in the circumstances but not for the purpose
of

expressing an opinion on the effectiveness of the

Companys internal control over financial reporting

Accordingly we express no such opinion An audit also

includes examining on test basis evidence supporting

the amounts and disclosures in the financial statements

assessing the accounting principles used and signifi

cant estimates made by management as well as evaluat

ing the overall financial statement presentation We

believe that our audits provide reasonable basis for

our opinion

In our opinion the consolidated financial statements

referred to above present fairly in all material respects

the consolidated financial position of General Employ

ment Enterprises Inc at September 302010 and 2009

and the consolidated results of its operations and its

cash flows for the years then ended in conformity with

accounting principles generally accepted in the United

States ofAmerica

ow us1

Chicago Illinois

January 14 2011
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General Employment Enterprises Inc and Subsidiary

Selected Financial Data

Dollars In Thousands Except Per Share

Year Ended September30

Operating Results

Contract service revenues

Placement service revenues

2010 2009 2008 2007

Total revenues

Cost of contract services

Selling general and

administrative exoenses

2006 2005

9020 6280 7476 8448 10253 11754

2897 4114 7759 11242 9815 8594

11917 10394 15235 19690 20068 20348

7111 4374 5037 5641 7256 8335

6317 10198 12041 13436 12023 11436

Income loss from operations 1511 4178 1843 613 789 577

Investment income loss 45 50 37 301 213 94

Income loss from continuing operations 1556 4228 1806 914 1002 671

Per Share Data

Average number of shares thousands

Basic 13874 7232 5163 5150 5148 5142

Diluted 13874 7232 5163 5368 5338 5355

Income loss from continuing operations

per share

BasicS .11 .58 .35 .18 .19 .13

Diluted .11 .58 .35 .17 .19 .13

Cash dividends declared
per share .10 .10

Bookvaluepershare .11 .19 .98 1.42 1.33 1.14

Closingmarketpricepershare .27 .73 .45 1.61 1.69 2.08

Balance Sheet Data

Networkingcapital 1209 2609 4285 6395 6051 5218

Long-term obligations 431 575 419 436 296 192

Shareholders equity 1592 2604 5076 7324 6852 5850

Total assets 3394 4667 7002 9876 9275 8364

Ratio Analysis

Current ratio 1.9 2.8 3.8 4.0 3.8 3.2

Gross profit margin on contract services 29.1 30.4% 32.6% 33.2% 29.2% 29.1%

Profitmarginonincomelossfromoperations 12.7 40.2 12.1 3.1 3.9 2.8

Rate of return from continuing operations

on average equity 72.0 110.1 29.1 12.9 15.8 12.2

Shareholders equity to total assets 46.9 55.8 72.5 74.2 73.9 69.9

Offices and Employees at End of Year

Number of offices 11 10 17 19 20 19

Number of employees 171 170 250 280 320 330
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Corporate Data

Board of Directors Corporate Officers

Salvatore Zizza
Salvatore Zizza

Chief Executive Officer

Chairman and Chief Executive Officer

General Employment Enterprises Inc
Herbert Imhoff Jr

President and Chief Operating Officer

Dennis Baker

Retired Treasurer James Harlan

CF Industries Holdings Inc Chief Financial Officer and Treasurer

Herbert Imhoff Jr Marilyn White

Vice President
President and Chief Operating Officer

General Employment Enterprises Inc
Nancy Frohnmaier

Secretary

Charles Wardell III

Senior Advisor to the CEO Jan Prieto-McCarthy

Korn Ferry International Assistant Treasurer

Thomas Williams
Marlene Justus

Assitant Secretary
Chief Executive Officer

Innova Insurance Ltd

Transfer Agent and Registrar

IndependentAuditors

Continental Stock Transfer Trust Company

BDO USA LLR 17 Battery Place

Chicago IL
NewYork NY 10004

Phone 212 509-4000

Website www.continentalstock.com

Counsel
Stock Listing

Matthew Zicarrelli NYSE Amex stock exchange

General Counsel Trading symbol JOB

General Employment Enterprises Inc

Note to Shareholders

Quarterly earnings releases and financial statements

can be obtained by contacting

Investor Relations Department

General Employment Enterprises Inc

One Tower Lane Suite 2200

Oakbrook Terrace IL 60181

Phone 630 954-0400

E-mail invest@genp.com

Website www.generalemployment.com
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