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KAISER & CAROLIN, P.C. — 0187071~

Certified Public Accountonts
Michoe! . Kaiser, CPA
Kathleen A. Carolin, CPA

INDEPENDENT AUDITORS' REPORT

Board of Directors
Mingus Mountain Estate Residential Center, Inc.
Prescott Valley, Arizona

We have audited the accompanying combined statements of financial position of Mingus
Mountain Estate Residential Center, Inc. (an Arizona not-for-profit corporation) as of June 30,
2004 and 2003 and the related combined statements of activities, functional expenses and cash
flows for the years then ended. The combined financial statements are the responsibility of the
Center's management. Our responsibility is to express an opinion on these combined financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporiing the amounts and disclosures
in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the combined financial statements referred to above present fairly, in all material
respects, the combined financial position of Mingus Mountain Estate Residential Center, Inc. as
of June 30, 2004 and 2003, and its combined changes in net assets, functional expenses and
cash flows for the years then ended in conformity with accounting principles generally accepted
in the United States of America.

January 20, 2005

8767 E. Via de Ventura » Suite 270 » Scottsdale, AZ 85258  {480) $22-7074 Office » (480) 922-1624 Fax » kecpas.com
Members: American Institute of Certified Fublic Accouniants # Arizona Sociefy of Ceriified Public Accountants



MINGUS MOUNTAIN ESTATE RESIDENTIAL CENTER, INC.

COMBINED STATEMENTS OF FINANCIAL POSITION

JUNE 30, 2004 AND 2003

ASSETS

CURRENT ASSETS:
Cash

Accounts receivable, net of allowance of $125,000 and $23.408
Total current assets
PROPERTY AND EQUIPMENT, NET
. ENDOWMENT INVESTMENTS

OTHER ASSETS

Total assets

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES:
Accounts payable
Due to Sequel Youth Services of Arizona, LLC
Accrued expenses
Current portion of long-term debt
Current portion of settlement agreement

Total current liabilities
LONG-TERM DEBT, net of current portion
SETTLEMENT AGREEMENT, net of current portion
ANNUITY FUND LIABILITIES
Total liabilities
NET ASSETS:
Unrestricted
Temporarily restricted

Permanently restricted

Total net assets

See notes to combined financial statements.

2004 2003
$ 185,371 $ 114,352
409,629 756,886
595,000 871,238
2,667,860 2,490,436
30,555 28,277
24,020 22,048
$3,217,435 $3,411,999
§ 722 $ 104,582
785,862 -
- 227,839
299,608 203,178
7,200 7,200
1,093,390 632,800
1,684,681 1,746,142
18,400 25,700
50,834 61,094
2,847,305 2,465,736
316,187 752,386
23,388 163,080
30,555 30,797
370,130 048,263
$3,217,435 $3,411,999
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MINGUS MOUNTAIN ESTATE RESIDENTIAL CENTER, INC.

COMBINED STATEMENTS CF CASH FLOWS
YEARS ENDED JUNE 30, 2004 AND 2003

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash received from governmental agencies
Cash received from unrestricted contributions and stora
Cash received from temporarily restricted contributions
Cash received from permanently restricted contributions
Dividends and interest received
Cash paid for program expenses
.Cash paid for administration
interest paid

Net cash provided by operating activities
CASH FLOWS FROM INVESTING ACTIVITIES:
Proceeds from disposal of property and equipment
Repayments of annuity fund liabilities

Purchases of property and equipment
Change in permanently restricted investments

Net cash used by investing activities
CASH FLOWS FROM FINANCING ACTIVITIES:
Repayment of ADE liability
Proceeds from long-term debt
Repayment of long-term debt
Net cash used by financing activities
NET INCREASE (DECREASE) IN CASH
CASH, beginning of year

CASH, end of year

Continued

See notes to combined financial statements.

2004 2003
$2,572,540 $3,722,696
688,378 424,414
74,371 50,400
1,700 2,300
1,199 1,694
(1,719,786) (3,297 ,487)
(1,218,900) {747,868)
(188,030) (149,188)
211,463 6,961
- 39,407
(12,062) (11,320)
(22,602) (109,821)
(2,912) (2,082)
(37,576) (83,816)
- (157,119)
- 125,783
{(102,868) (87,708)
(102,868) (119,044)
71,019 (195,899)
114,352 310,251
$ 185,371 $ 114,352




MINGUS MOUNTAIN ESTATE RESIDENTIAL CENTER, INC.
COMBINED STATEMENTS OF CASH FLOWS
YEARS ENDED JUNE 30, 2004 AND 2003

RECONCILIATION OF INCREASE (DECREASE) IN NET ASSETS TO
NET CASH PROVIDED BY OPERATING ACTIVITIES:

(Continued) 2004 2003
Increase (decrease) in net assets $ (576,133} $ 71,053
Adjustments to reconcile decrease in net assets to net cash

provided by operating activities:
Depreciation and amortization 177,297 182,608
Bad debts 102,333 23,408
Unrealized loss on investments 634 753
Gain on sale of property and equipment - (1,688)
Change in value of annuity fund liability 1,802 18,980
Contribution of telecommunications equipment {184,285) -
Increase (decrease) in:
Accounts receivable 244,924 (296,361)
Other assets {1,972) 3,300
Increase {decrease) in:
Accounts payable (103,860) 13,057
Due to Sequel Youth Services of Arizona, LLC 785,862 -
Accrued expenses (227,839) (1,049)
Settlement agreement payable (7,300) (7,100)
Net cash provided by operating activities $ 211,463 $ 8,981

SUPPLEMENTAL DISCLOSURES:

Non-cash Investing and financing activities:

Acquisition price of telecommunications equipment $ 232119
Temporarily restricted grant revenues 184,285
Amount financed $ 47,834

See notes to combined financial statements.



MINGUS MOUNTAIN ESTATE RESIDENTIAL CENTER, INC.

NOTES TO COMBINED FINANCIAL STATEMENTS
JUNE 30, 2004 AND 2003

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization

Mingus Mountain Estate Residential Center, Inc. (the Center) (MMERCI) was incorporated
under the laws of the State of Arizona as a not-for-profit corporation in 1986. The Center
operates three residential facilities for adolescent females near Prescott Valley, Arizona.
Substantially all of the Center's revenue and unsecured receivables are from government
organizations in Arizona, Indiana and Michigan.

Mingus Mountain Academy (the Academy) was organized as a not-for-profit charter school in
July 1996. The charter with the State of Arizona is effective until July 2011. The Academy
operates as a division of MMERCI and provides educational services to MMERCI clients,
Substantially all of the Academy's revenue is from the State of Arizona Department of
Education.

Combined Financial Statements

The combined financial statements include the accounts of the Center and the Academy,
hereafter referred to as the Organization. All significant inter-organizational transactions and
accounts have been eliminated.

Basis of Presentation

Financial statement presentation follows the recommendations of Statement of Financial
Accounting Standards (SFAS) No. 117, Financial Statements of Not-for-Profit Organizations.
Under SFAS No. 117, the Organization 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 — not subject to donor imposed restrictions. Unrestricted net
assets may be designated for specific purposes by action of the Organization’s
management.

Temporarily Restricted Net Assets — subject to donor imposed stipulations that may be
fulfiled by actions of the Organization to meet the stipulations or that become
unrestricted at the date specified by the donor.

Permanently Restricted Net Assets — subject to donor imposed stipulations that they be
retained and invested permanently by the Organization to use all or part of the return on
these net assets for specified or unspecified purposes.



MINGUS MOUNTAIN ESTATE RESIDENTIAL CENTER, INC.

NOTES TO COMBINED FINANCIAL STATEMENTS
JUNE 30, 2004 AND 2003

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Contributions

The Organization accounts for contributions in accordance with SFAS No. 1186, Accounting for
Contributions Received and Contributions Made. Contributions received are recorded as
unrestricted, temporarily restricted, or permanently restricted support depending on the
existence and/or nature of any donor restrictions. When a restriction expires (that is, when a
stipulated time restriction ends or purpose restrictions are accomplished), temporarily restricted
net assets are reclassified to unrestricted net assets and reported in the combined statement of
activities as net assets released from restrictions. Restricted support, where restrictions are met
in the same period as the donation is made, is shown as an addition to unrestricted support.

The Organization uses the allowance method to determine uncollectible promises receivable.
The allowance is based on prior years’ experience and management’s analysis of specific
promises made. There were no uncollectible unconditional promises to give at June 30, 2004
and 2003.

Daonated Materials and Services

In addition to receiving cash contributions, the Organization occasionally receives in-kind
contributions from various donors. It is the policy of the Organization to record the estimated
fair market value of certain in-kind donations as an asset or expense in its financial statements,
and increase donations by a like amount.

A substantial number of volunteers have donated significant amounts of time to the
Organization’s programs and supporting services. Contributions of donated services that create
or enhance nonfinancial assets or that require specialized skills are provided by individuals
possessing these skills, and would typically need to be purchased if not provided by donation,
are recorded at their fair values in the period received. For the years ended June 30, 2004 and
2003, there were no amounts recorded for contributed services and materials.

Use of Estimates in_the Preparation of Financial Statements

The process of preparing financial statements in conformity with generally accepted accounting
principles requires the use of estimates and assumptions regarding certain types of assets,
liabilities, revenues, and expenses. Such estimates primarily relate to unsettled transactions
and events as of the date of the financial statements. Accordingly, upon settlement, actual
results may differ from estimated amounts.

Cash and Cash Equivalents

The Organization, in the normal course of business, maintains checking and savings account
balances in excess of the $100,000 Federal Deposit Insurance Corporation’s insurance limit.



MINGUS MOUNTAIN ESTATE RESIDENTIAL CENTER, INC.

NOTES TO COMBINED FINANCIAL STATEMENTS
JUNE 30, 2004 AND 2003

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Accounts Receivable

The Organization carries its accounts receivable at cost less an allowance for doubtful accounts
which is based on management's assessment of the collectibility of accounts receivable,

Property and Equipment

Property and equipment are recorded at cost, or, if donated, at the approximate fair value at the
date of donation. The Organization capitalizes all assets in excess of $1,000. Depreciation is
computed using the sfraight-line method over the following usefu! lives:

Buildings 29 — 30 years

Furniture and office equipment 5 -7 years

Machinery and equipment 5—7 years

Leasehold improvements 7~ 15 years

Vehicles 3 years

School equipment 5—7 years
Investments

The Organization has adopted SFAS No. 124, Accounting for Certain Investments Held by Not-
for-Profit Organizations. Under SFAS No. 124, investments in marketable securities with readily
determinable fair values and all investments in debt securities are reported at their fair values in

the combined statements of financial position. Unrealized gains and losses are included in the
combined statements of activities.

Functional Expense Allocation

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

Income Taxes

The Organization qualifies as a tax-exempt organization under Section 501(c) (3) of the Internal
Revenue Code. The Organization also qualifies for the charitable contribution deduction under
Section 70 of the Code and has been classified as an organization that is not a private
foundation under Section 509(a)(2). Income determined to be unrelated business taxable
income (UBTI) would be taxable. UBTI for the years ended June 30, 2004 and 2003 was not
material to the combined financial statements.

Reclassifications

Certain 2003 amounts have been reclassified to conform to the 2004 presentation.



MINGUS MOUNTAIN ESTATE RESIDENTIAL CENTER, INC.

NOTES TO COMBINED FINANCIAL STATEMENTS
JUNE 30, 2004 AND 2003

NOTE 2: PROPERTY AND EQUIPMENT

Property and equipment consists of the following at June 30, 2004 and 2003

2004 2003

Buildings $1,826,257 $ 1,822,772
Land 370,064 370,064
Furniture and office equipment 146,799 129,814
Machinery and equipment 77,650 69,492
Land and building improvements 541,364 548,712
Vehicles 255,895 255,895
School equipment 372,344 139,976

3,590,373 3,336,725
Less: accumulated depreciation 1,022,513 846,289
Property and equipment, net $ 2,567,860 $ 2,490,436

NOTE 3: TELECOMMUNICATIONS AND INTERNET GRANT

During the year ended June 30, 2004, the Academy received funding from an Arizona
State Department of Education Local Education Through Technology grant for a new
telephone and internet access system. in addition to the equipment, maintenance
services and certain telephone usage amounts are covered by the grant. Due to the
nature of the Academy’s student population and the rural location of the Academy, the
grant covers ninety percent of eligible expenditures. The remaining ten percent plus the
ineligible costs are covered by a capital lease with CitiCapital Technology Finance, Inc.

The grant amount of $184,285 is recorded in these financial statements as revenues
from governmental agencies. The total equipment cost of $232,119 is reflected in
machinery and equipment on the balance sheet, and the capital lease has been
recorded in fong-term debt. Payments are $1,608 per month including interest at
12.839%. Accumulated depreciation and depreciation expense related to the
capitalized lease asset was $5,803 for the year ended June 30, 2004.

10



MINGUS MOUNTAIN ESTATE RESIDENTIAL CENTER, INC.

NOTES TO COMBINED FINANCIAL STATEMENTS
JUNE 30, 2004 AND 2003

NOTE 3: TELECOMMUNICATIONS AND INTERNET GRANT (continued)

The following is a summary of payments on the capital lease to maturity:

Year Ending
Juneg 30

2005 $ 19296
2008 19,296
2007 9.648
48,240
Less interest 7,162
§ 41078

NOTE 4. CHARITABLE GIFT ANNUITIES

During the years ended June 30, 2004 and 2003, the Center entered into one additional Joint
Gift Annuity Agreement. During the years ended June 30, 2004 and 2003, the Center agreed to

pay the donors aggregate quarterly payments of $2,644 and $3,054, respectively, for the
remainder of the donors' lives.

In accordance with the American Institute of Certified Public Accountants” Audit and Accounting
Guide for Not-For-Profit Organizations, the Center has recorded a liability for the actuarial
present value of the annuity payments. Discounts rates are determined using the Internal
Revenue Service applicable federal rates for determining the present value of an annuity as of
the last month of the year. Actuarial assumptions are based on IRS Publication 1457 tables.

During the years ended June 30, 2004 and 2003, annuity contributions by the donors were
$5,000 and $10,000, respectively and payments to the donors were $12,062 and $11,320,
respectively, During the year ended June 30, 2002, the Center withdrew all annuity investments
and deposited the funds into its operating account.
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MINGUS MOUNTAIN ESTATE RESIDENTIAL CENTER, INC.

NOTES TO COMBINED FINANCIAL STATEMENTS
JUNE 30, 2004 AND 2003

NOTE &: ENDOWMENT FUND INVESTMENTS

The Center has invested its two endowments in money market funds, U.S. Treasury securities,
mutual funds and corporate bonds. The investment income generated by the securities is
available to be used for the Center's operating purposes. The principal remains in perpetuity
per the endowment agreements.

Investments which are stated at fair value are summarized as follows:

2004 2003
Fair Market Fair Market
Cost Value Cost Value
Money market funds $ 1,931 $ 1,931 $ 732 $ 732
U.S Treasury Notes 6,845 7,042 6,945 7,383
Mutual funds 12,000 11,284 10,300 8,780
Corporate bonds 10,580 . 10,288 10,560 10,382
$31.436 $ 30,555 $ 28,537 28,277

The following schedule summarizes the investment return in the statement of activities:

2004
Permanently
Unrestricted  Restricted Total
Dividend and interest income $ 1,199 $ - $ 1,199
Unrealized loss on investments - (634) (634)
2003
Permanently
Unrestricied Restricted Total
Dividend and interest income $ 1,694 $ - $ 1,694
Unrealized loss on investments - {753) (753)

$ 1694 § (7583) 2§ _9M
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MINGUS MOUNTAIN ESTATE RESIDENTIAL CENTER, INC.

NOTES TO COMBINED FINANCIAL STATEMENTS
JUNE 30, 2004 AND 2003

NOTES6: LONG-TERM DEBT

Long-term debt consists of the following:
2004 2003

Mortgage payable to First American Title,

original amount of $1,685,956, secured by deed

of trust on land and buildings, monthly payments

of $16,793 including interest at 8%, maturing

June 2018 $ 1,690,678  $1,753,271

Note payable to Lincoln Trust Company, Custodian

FBO Richard E. Peterson & Associates Pension/

Profit Sharing Account and Richard E. Peterson and

Nancy C. Peterson Trustees of the Peterson Family

Trust, original amount $200,000, secured by deed

of trust on real property, monthly interest only

payments of $1,667 at 10% through maturity date

of March 2005 200,000 200,000

MNote payable to Ford Motor Credit, secured

by vehicle, original amount of $32,254,

monthly payments of $743 including interest

at 4.9%, maturing February 2004 - 5,859

Note payable to GMAC, secured by vehicle,

original amount of $18,152, monthly payments

of $465 including interest at 10.25%, maturing

April 2004 - 4,404

Capitalized lease payable to CitiCapital Technology

Finance, Inc. secured by equipment, original

amount of $47,834, monthly payments of $1,608

including imputed interest at 12.839%, maturing

December 2006 41,078 -

Note payable to GMAC, secured by vehicle,

original amount of $15,356, monthly payments

of $330 including interest at 10.25%, maturing

April 2004 - 6,597

Note payable to GMAC, secured by vehicle,
original amount of $23,985, monthly payments
of $400, non-interest bearing, maturing March 2008 17,189 22,386

(Continued)
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MINGUS MOUNTAIN ESTATE RESIDENTIAL CENTER, INC.

NOTES TO COMBINED FINANCIAL STATEMENTS
JUNE 30, 2004 AND 2003

NOTE &: LONG-TERM DEBT (Continued) 2004 2003

Note payable to GMAC, secured by vehicle,
original amount of $31,484, monthly payments
of $525, non-interest bearing, maturing July 2007 19,415 25,712

Note payable to GMAC, secured by vehicle,
original amount of $25,827, monthly paymenis

of $430, non-interest bearing, maturing July 2007 15,927 21,092

' 1,084,287 2,039,321
Less current portion 299,606 293,179
Total long-term debt 1,684,681 $1,746,142

The following is a summary of payments on long-term debt to maturity:

Year Ending
June 30,
2005 $ 299,606
2006 107,316
2007 105,864
2008 90,727
2008 94,191
Thereafter 1,286,583

$1,984,287

NOTE7: SETTLEMENT AGREEMENT

During the year ended June 30, 2002, the Center entered into an agreement to settle a
complaint filed by a former employee alleging that MMERCI failed to provide sufficient COBRA
notice and plan documents under ERISA. As part of the settlement agreement, MMERCI is
required to make 72 monthly payments of $500 through April 2008 for past medical expenses
not covered by the employee’s insurance. MMERCI also agreed to make 52 monthly payments
of $100 through September 2006 for related attorney fees. MMERCI further agreed to
reimburse expenses incurred subsequent to the date of the agreement through April 2007 for
additional medical services related to a specific pre-existing medical condition not covered by
the employee's current or future health insurance provider. Reimbursements for additiona!
medical expenses are limited to a maximum of $700 per month, not to exceed a total of
$25,000. Because of the death of the former employee in 2004, the medical reimbursement
portion of the settlement agreement has lapsed.
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MINGUS MOUNTAIN ESTATE RESIDENTIAL CENTER, INC.

NOTES TO COMBINED FINANCIAL STATEMENTS
JUNE 30, 2004 AND 2003

NOTE 8: ECONOMIC DEPENDENCY

The Organization receives a substantial portion of its revenue from certain gavernment
agencies and quasi-governmental providers. The following is a summary of revenues eamed

during June 30, 2004 and 2003 and the accounts receivable from these agencies as of June 30,
2004 and 2003:

2004
% of Accounts
Amount Revenue Receivable

State of Arizona Department of Education $ 297,169 11 $ 4,300
State of Arizona Department of Economic Security 129,063 5 23,864
State of Arizona Department of Juvenile Corrections 391,708 14 35,476
Value Options/AZ Regional Behavioral Health Authority 577,867 21 117,374
2003
% of Accounts
Amount Revenue Receivable

State of Arizona Department of Education $ 469,104 13 $ 21,195
State of Arizona Department of Economic Security 334,189 7 37,662
State of Arizona Department of Juvenile Corrections 214,202 5 4,680
Value Options/AZ Regional Behavioral Health Authority 982,300 22 310,990

NOTE 9: LEASE COMMITMENTS

The Center leases the Pennywise store and office equipment under noncanceilable operating

leases expiring through February 2007. The agreements require monthly payments of
approximately $7,397.

The minimum Jease payments required under these operating lease commitments are as
follows:

Year Ending
June 30,
2005 $ 89,483
2006 74,542
2007 42,631
$ 206,656
15



MINGUS MOUNTAIN ESTATE RESIDENTIAL CENTER, INC.

NOTES TO COMBINED FINANCIAL STATEMENTS
JUNE 30, 2004 AND 2003

NOTE 10: RETIREMENT PLANS

The Center maintains a 401(k) plan covering all eligible full-time employees. Employees are
eligible after reaching the age of 21 and completing three months of service. The assets of the
plan are held in separate trusts established by the Center. Contributions to the plan are made
by the participants to their individual accounts through a salary reduction agreement. The plan
provides for an employer matching contribution of the participants’ bi-weekly contribution to be
determined each pay period. The Center's contribution was $11 ,338 and $21,102 for the years
ended June 30, 2004 and 2003, respectively, and is included in the statements of functional
expenses under payroll taxes and employee benefits. Employees of the Academy who
participate in the Arizona State Retirement System are not eligible to participate in the 401(k)

plan. Effective February 1, 2004, the 401(k) plan administration and contributions were
transferred to Sequel.

Permanent full-time and certain part-time employees of the Academy participate in a cost-
sharing multi-employer defined benefit pension plan administered by the Arizona State
Retirement System (System). Benefits are established by state statute and generally provide
retirement, death, long-term disability, survivor, and health insurance premium benefits. The

System is governed by the Arizona State Retirement System Board according to the provisions
of A.R.S. Title 38, Chapter 5, Article 2.

The Arizona State Legislature establishes and may amend active plan members’ and the
employers’ contribution rates. Active plan members and the Academy are each required by
statute to contribute at the actuarially determined rate. The rate for 2004 was 5.70% (5.2% for
retirement and .5% for long-term disability) of the members’ annual covered payroll. The 2003
rate was 2.49% (2% for retirement and .49% for long-term disability). The Academy's
contributions to the system were $10,805 and $7,876 for the years ended June 30, 2004 and

2003, respectively, which are included in payroll taxes and employee benefits in the statements
of functional expenses.

NOTE 11: MANAGEMENT SERVICE AGREEMENT

Effective February 1, 2004, Sequel Youth Services of Arizona, LLC began operating the
Organization under a Management Services Agreement with a twenty year term. Al
Organization employees became Sequel employees on that date. MMERCI continues to own
the real property, but has granted Sequel an option to purchase it. Sequel provides
management services for both program and administrative functions, including accounting,
billing, collections, cash management, audit, computers and regulatory filings. Sequel assumed
responsibility for earned but unused benefits accrued by Organization employees and has
permitted rollovers into its 401(k) plan.

{Continued)
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MINGUS MOUNTAIN ESTATE RESIDENTIAL CENTER, INC.

NOTES TO COMBINED FINANCIAL STATEMENTS
JUNE 30, 2004 AND 2003

NOTE 11: MANAGEMENT SERVICE AGREEMENT (continued)

As compensation, Sequel is entitled to all revenues of the Organization’s programs less debt
service payments on existing debt, costs of capital expenditures, property and casualty
insurance on property owned by the Organization, annual audit costs, costs for filing tax returns,
costs of directors meetings, corporation filing fees, and other costs and expenses mutually
agreed upon. During the year ended June 30, 2004, Sequel advanced $230,546 for payroll,
benefits and certain expenses. Management fees for the year totaled $1,055,795. At the end of
the year, the Organization owed $785,862 to Sequel.

NOTE 12:  NET ASSETS

Temporarily restricted net assets consist of unused Arizona tax credit revenues for
extracurricular fees paid to public schools. Permanently restricted net assets consist of
endowment funds restricted by the donors in perpetuity.
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- 0187071

Name Address City State Zip

Don Cross 77 E Missouri #1 Phoenix Arizona 85012
Jan Cross 77 E Missouri #1 Phoenix Arizona 85012
Donald Larkin 6973 W Firebird Drive Glendale Arizona 85308
Mary Sue Larkin 6973 W Firebird Drive Glendale Arizona 85308
Chris Maple 4358 W Kimberly Way Glendale  Arizona 85308
Timothy Peterson 2449 E Chamber Street Phoenix Arizona 85040
Marilynn Czerny 902 W Glendale Ave #115 Phoenix Arizona 85021
Christine Forakis 7130 E Saddleback House #2  Mesa Arizona 85207

Michael Forakis 7130 E Saddleback House #2  Mesa Arizona 85207
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9. FINANCIAL DISCLOSURE (A.R.S. §10-11622.A.9)
Nonprefit corporations must attach a financial statement (e.g. income/axpense statsment, balance sheet including assets, liabilities). All other
forms of corporations are exempt from filing 2 financial disclosure.

9A. MEMBERS {A.R.S. § 10-11622.A.6)
COnly Nonprofit Corporations must answer this question. This corporalion DOES (0 DOES NOTﬁha ve members,

10, CERTIFICATE OF DISCLOSURE (A.R.5. §§10-1622.A.6 & 10-11622.A.7)
Has ANY person sarving either by election or appointment as an cficer, directar, trustee, incorporator and/or persan aontrolling or holding more

than 10% of the issuad and oufstand|ng common shares or 10% of any other pregrietary, beneficial or membership interest in the corporation
baen: fUnderiined portion pertains to business corporations only]

1. Convicted of a felony involving a transaction in securities, consumer fraud or anfitrust in any state or federal jurisdiction within the seven
year period immediately preceding tha exscution of this cerlificate?
2. Convicted of a felony, the essential elements of which consisted of fraud, misrepresentation, theft by falsa pretenses or restraint of trade
or monogaly in any state or federal jurisdiction within the seven year period immediately praceding exacution of this certificate?
3. Orare subjectto an injunction, judgment, decree or parmanent order of any state or federal court entered within the seven year period
immediately preceding execution of this certificate where such injuncticn, judgment, decree or parmanent order invalved the viclaticn of.
{a) fraud or registration provisions of the securities laws of that junisdiction. or
{b} the consumer fraud laws of that jurisdiction, or
-« {c)the antitrust or restraint of trade laws of that jurisdiction?

One box must be marked: { YES [ NO

ff "YES", the following information must be submitted as an attachment to this report for each person subject to one or more
of the aclions stated in fems 1. through 3. above.

1. Full name and prior names used. 5. Date and location of birth.

2, Full birth name. 5, Social Security Number

3. Present home address. [ The nature and description of each conviction or judicial action;

4, Prior addresses {for immediate the date and location; the court and public agency involved, and
preceding 7 year period), the file or cause number of the case.

11. STATEMENT OF BANKRUPTCY, RECEIVERSHIP ar CHARTER REVOCATION {A R.S. §§10-202.D.2, 10-3202.D.2, 10-

1623 &% 10-11623)
A) Has Ihe corporation filed a petition for bankruptey or appointed a receiver? | Gne box must be marked: YES OO0 NO ?/
ontrolled

B) Has any person serving as an officer, director, trustee or incorporator of the corporation served in any such capacity OR held or
over 20% of the issued and outstanding common shares, or 20% of any other propristary, beneficial or membership interest in_any other
corporation which has been placed in banlauptey, receivership or had ite charter revoked, or administratively of judicially dissolved by any slate

or jurisdiction?
[Underlined portion pertains to business corporations only] One box must be marked: | YES O NOW#

If “YES” to A andfor B, the following informatian_must be submitied as an attachment to this raport for sach person subject to the

statemert above.

1. The names and addresses of sach corporation and the person or persons involved. (e.g. officar, director, trusiee or major
stockhoider)

The state in which each corporation was a) incorporated b) bransacted business.

The dates of corporate operation.

if any involved parson {listed in #1) has been involved in any ‘other bankruptcy proceeding within the past year, the name and
address of each corporation.

Date, Case number and Court where the bankruptey was filed or raceiver appointed.

Name and address of court appoinied receiver.

12. SIGNATURES:l Annual Reports must be §igned and dated by at least one dulx authorized officer or they will be rejected. |

| declare, under panatty of law that all corporate income tax returns required by Title 43 of the Arizona Revised Statutes have been
fited with the Arizona Department of Revenue. | further declare under penalty of law that | (we) have examined this report and the
certificate, including any attachments, and o the best of my (our) knowledge and belief they are true, correct and complete.

Name]}on LN{UY\ natel'ﬁ”—oﬁ’uamezsgu, | LL[L!!) Date_J - H-05%
Signature__ (Xt \F -,-.-;";_- Signature__ !
3N Mo Title

(Signator(s) must be duly authorized corporate officer(s) listed in sectioh 7 of this report.)
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