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INDEPENDENT AUDITORS' REPORT
September 14, 2005

To The Board of Directors
Futures Explored, Inc.
Lafayette, California

We have audited the accompanying statement of financial position of Futures
Explored, Inc. (a nonprofit organization) as of June 30, 2005, and the related statements of
activities, functional expenses and cash flows for the year then ended. These financial
statements are the responsibility of the Organization's management. Our responsibility is
to express an opinion on these financial statements based on our audit.

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

In our opinion, the financial statements referred to above present fairly, in all
material respects, the financial position of Futures Explored, Inc. as of June 30, 2005, and

the changes in its net assets and its cash flows for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

BRACH, NEAL, DANEY & SPENCE, LLP

Bracu, reog, Onwey & Stover Ly

-1-
Associated with Jeffreys Henry International é




FUTURES EXPLORED, INC.
STATEMENT OF FINANCIAL POSITION
June 30, 2005

ASSETS

Current Assets:
Cash
Accounts receivable
Prepaids
Total current assets

Land and building
Furniture and equipment
Vehicles

Building and leasehold improvements
Less accumulated depreciation

Other Assets:
Investments
Deposits
Escrow and loan fees, net

Total assets

Current Liabilities:
Accounts payable
Accrued expenses
Current portion long-term debt
Total current liabilities

Long-term debt, less current
portion of $18,762

Commitments and contingencies

Net Assets:
Unrestricted
Temporarily restricted
Permanently restricted

Total liabilities and net assets

76,286
338,143
8,930

422,959

639,779
230,679
70,265

379,906

1,320,629
(546,987)

773,642

280,413
25,219
6,806

312,438

1,509,039

1,777
122,898
18,762

153,437

392,331

887,571

75,700

963,271

1,509,039

See Independent Auditors' Report and accompanying notes to financial statement.
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FUTURES EXPLORED, INC.
STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2005

Temporarily Permanently
Unrestricted Restricted Restricted Total

Revenues:

Regional Center income $ 3,258,123 $ - 9 ' - $ 3,258,123
Dept. of Rehabilitation 45,585 - - 45,585
Community revenue 503,878 - - 503,878
Contribution income 35,746 - 13,000 48,746
Miscellaneous income 58,940 - - 58,940

Total revenues , 3,902,272 - 13,000 3,915,272

Net Assets Released from

Restrictions 18,000 (18,000) - -

Total Support and Revenue 3,920,272 (18,000) 13,000 3,915,272

Expenses:

Program Services: -
Lafayette 746,978 - - 746,978
Garden 417,843 - - 417,843
ALIVE 1,118,858 - - 1,118,858
Supported Employment 535,826 - - 535,826
Social Recreation 46,605 - - 46,605
Nifty Thrift 186,766 - - 186,766
VTE 461,495 - - 461,495
Total program services 3,514,371 - - 3,514,371
Supporting Services: ‘

Administration 474 075 - - 474 075
Total supporting services 474 075 - - 474,075

Total expenses 3,988,446 - - 3,988,446

Changes in net assets (68,174) (18,000) 13,000 (73,174)

Net assets, beginning

of year 955,745 18,000 62,700 1,036,445

Net assets, end of »

year $ 887,571 § - 3 75700 $ 963,271

See Independent Auditors' Report and accompanying notes to financial statements.

-3-



i - .V -
‘sjuswele)s [eoueUl 0} sejou BulAuedwoooe pue poday siolpny juspuadapul sag

9t¥'886'c $  G0'viv ¢ G6b'L9Y $  99/'08l $  c09'oy ¢ 9z8'ses ¢ 8s8'8LL'L $  ey8'lLly $  Ble'9vL $ lejol
165'2S 8Lyl 06€'2 6zl z6g'e 2€s S¥6'6lL 8gL'LL €02'EL sasuadxg weiboid
06.L'vS 16522 96€'ZL - 66€ s5e'ZL LEv'Z 185'L 520’ Bujuresy
pue sasualajuod .—0>m._._..
6€2'52 129K:1" 998'L evl'L oct (0s) 982 (oo¥) (0s) S32IM3G 3PISINO
vzs'ent 056've 68L'¢€l 925’9 050's 196'S 6L1'6L Lve's 68.'8 suopesunwwoy
659'8%5 y62'LE 0s¥'6L 802'L8 9.5 990'cZ 155'89L 900'16 805'/2L sasuadxg Aouednaap
¥5e'e5e - 000°LL Y0Z'vy - 690°0L1 y68'L - 281'02 sasuadxg Joenuo) Aunwwod
£82'066'C ¢  zoi'zee $  v09'pEe ¢  9s6'9 ¢  8si'le ¢  o0e8'€se ¢  z£9'906 $ 1Z1'50€ ¢ 0Z8'€lS $ sasuadx3 |auuosiad
lejol uoljeqisiuiupy dIA Uyl AN uonjealdsy juswiojdwz ANINY uspleg ENEYCIER]
|e100s papoddng ‘

G00Z ‘0€ aunp papuzy 1es) ayj Jod
S3ISNAdXT T¥YNOILONNA 40 INIFWALVYLS
“ONI 'd3¥0T1dX3 s3HNLNd



FUTURES EXPLORED, INC.
STATEMENT OF CASH FLOWS
For the Year Ended June 30, 2005

Cash Flows from Operating Activities:
Change in net assets
Adjustments to reconcile change in
net assets to net cash (used)
by operating activities:
Depreciation and amortization
Dividends and interest reinvested
(Increase) decrease in operating assets:
Accounts receivable
Prepaid expenses
Deposits
Increase (decrease) in operating liabilities:
Accounts payable
Accrued expenses

Total adjustments

Net cash (used) by
operating activities

Cash Flows from Investing Activities:
Acquisition of equipment
Proceeds from investments
Purchases of investments

Net cash (used) by
investing activities

Cash Flows from Financing Activities:
Gross borrowings on line of credit
Repayments on line of credit
Proceeds from the issuance of new debt
Principal payments on long term debt

Net cash (used) by financing
activities

Net (decrease) in cash
Cash, beginning of year

Cash, end of year

(73,174)

105,459
(9,266)

(40,726)
11,743
5,734

14,749
(22,463)

65,230

(7,944)

(50,527)
100,000
(73,000)

(23,527)

1,075,314
(1,075,314)

(16,?:73)

(16,373)

(47,844)

124,130

76,286

See |ndepehdent Auditors' Report and accompanying notes to financial statements.
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FUTURES EXPLORED, INC.
STATEMENT OF CASH FLOWS
For the Year Ended June 30, 2005

Supplemental Disclosure of Cash Flow Information
Accounting Policy - The Organization considers all highly liquid investments
with a maturity of three months or less when purchased to be "cash equivalent.”
The following cash payments were made during the period for:

Interest $ 28,780

Schedule of non-cash investing transactions:

Fixed asset acquisitions $ 70,446
Financing of acquisitions (19,919)
Cash paid for fixed assets $ 50,527

See Indepehdent Auditors' Report and accompanying notes to financial statements.
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FUTURES EXPLORED, INC.
NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2005

Business Description - Futures Explored, Inc. (“the Organization”)is a
California public benefit corporation exempt from income taxes under Section
501(c)(3) of the Internal Revenue Code and Section 23701d of the California
Revenue and Taxation Code. The Organization was incorporated in January
1964 for the purpose of providing life skills and work related training to adults
with developmental disabilities. The purpose of the Organization is to
support these individuals reach their optimal level of individual potential by
delivering a broad range of resources and ongoing guidance.

The financial statements are prepared using the accrual basis of
accounting and are in accordance with Statements of Financial Accounting
Standards No. 116, Accounting for Contributions Received and Contributions
Made, and No. 117, Financial Statements of Not-for-Profit Organizations.
Accordingly, the classification of the Organization's net assets and its
revenues and expenditures is based on the existence or absence of donor-
imposed restrictions. The provisions of these standards require amounts for
each of three classes of net assets - permanently restricted, temporarily
restricted, and unrestricted - be displayed in the Statement of Financial
Position and the change in each of those classes of net assets be presented
in the Statement of Activities.

Permanently restricted net assets represent a portion of funds that are
not expendable, except for the interest earned on these funds. Unrestricted
net assets represent the portion of expendable funds that are available for
support at the Organization's operations. Temporarily restricted net assets
include those assets which are subject to a donor restriction and for which
the applicable restriction was not met as of the end of the current reporting
period. When restrictions are satisfied in the same accounting period as the
receipt of the contribution, the Organization reports both the revenue and the
related expense in the unrestricted net asset class.

Futures Explored, Inc. currently offers six services to meet its mission
of "Dignity through work and community participation™:

Futures Explored Day Program - Offers a variety of services
and opportunities for individuals to be active in their
community, such as small work groups, community outings, art
and social activities, as well as educational and other
opportunities.

Supported Employment Services - Offers employment support
to individuals who have chosen employment as their primary
goal. Employment supports vary based on need from Job
Placement, training and support and long-term supports on
both an individual and group basis.

ALIVE Program (Actively Living and Involved in a Variety of
Endeavors) - Offers supports to encourage individuals to be
active in their community, develop skills to be more
independent and able to direct their activities. One aspect is
the Community College Transition Program that supports
individuals wanting to pursue additional academic endeavors
after leaving high school.
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FUTURES EXPLORED, INC.
NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2005

Note 1: Business Description and Summary of Significant Accounting Policies
(Continued)

Business Description (Continued)

Garden - Offers supports and activities to individuals with
significant personal care, cognitive and physical disabilities,
who often have some long-term medical conditions that need
additional supports. The services focus on developing
choices, sensory stimulation and involvement with others.

Futures & Friendships - This is a service that works with
individuals to support their desire to develop social networks
and enhanced independence to access their social and
recreational needs outside of work and/or day activities.

Vocational Training & Education - Offers supported
employment and community activities in Yolo and Sacramento
Counties.

Concentration of Credit Risk - The Organization maintains its cash
and cash equivalents in checking accounts and a Certificate of Deposit.
Periodically throughout the year, cash is maintained at the bank in excess of
the insured (FDIC) amount of $100,000.

Accounts Receivable - The Organization utilizes the allowance
method for recognizing bad debts. The allowance is based on experience in
prior years and management analysis of specific accounts. Management
has determined that no allowance for doubtful accounts is required at the
financial statement date.

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. Unrealized gains and losses are included in the change in
net assets. The Organization's investments are in stocks and mutual funds
which have readily determinable fair value.

Fixed Assets - Purchase of property, equipment or improvements
costing more than $500 are recorded at cost, and donated property and
equipment at fair market value. Depreciation is computed using the straight-
line method over the assets estimated useful life. Total fixed assets recorded
under capital lease amount to $17,500. The Organization has recorded
$5,990 in accumulated depreciation on these assets.

Revenue Recognition - The Organization recognizes support and
revenue on the accrual basis of accounting. Revenue from grants which
have been classified as “exchange transactions” and program fees are
recognized as revenue in the period in which the service is provided.




Note 1:

FUTURES EXPLORED, INC.
NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2005

Business Description and Summary of Significant Accounting Policies
(Continued)

Contributions - Contributions are reported in accordance with SFAS
No. 116. Contributions are recognized when the donor makes a pledge to
give that is, in substance, an unconditional promise. Contributions are
recorded as unrestricted, temporarily restricted, or permanently restricted
depending on the nature of donor restrictions and depending on whether the
restrictions are met in the current period. Restricted contributions are
reported as increases in unrestricted net assets if the restrictions have been
met in the current fiscal period. If the restriction has not been met by fiscal
year end, the amount is reported as an increase in temporarily or
permanently restricted net assets. When the restriction is finally met on a
contribution received in a prior fiscal period, the amount is shown as a
reclassification of restricted net assets to unrestricted net assets.

Contributions In-Kind - Contributions in-kind are recognized in
accordance with the provisions of SFAS No. 116. Donated equipment and
other donated goods are recorded at their estimated fair market value as of
the date of the donation. Contributed services, which require a specialized
skill and which the Organization would have paid for if not donated, are
recorded at the estimated fair market value at the time the services are
rendered. The following in-kind contributions were recognized by Futures
Explored, Inc.:

Donated supplies 3 3,450

Estimates - The preparation of financial statements in conformity with
accounting principles generally accepted in the United States of America
requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Accordingly,
actual results could differ from those estimates.

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

Promises to Give - Unconditional promises to give, less an allowance
for uncollectible amounts, are recognized as revenues in the period received
and as assets, decreases of liabilities, or expenses depending on the form of
the benefits received. Conditional promises to give are recognized when the
conditions on which they depend are substantially met. There were no
promises to give at June 30, 2005.

Deferred Revenue - Deferred revenue is recorded when fees for
services are received in advance. Revenue is recognized at the time the
services are provided.




Note 1:

Note 2:

Note 3:

FUTURES EXPLORED, INC.
NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2005

Business Description _and Summary of Significant Accounting Policies
(Continued)

Income Taxes - No provision has been made for income taxes as the
agency is exempt under Internal Revenue Code Section 501(c)(3) and
comparable laws of the State of California. The Organization is not classified
as a private foundation.

Thrift Store - The Organization operates a thrift store that sells
merchandise donated to the Organization. Donated merchandise has not
been recorded as inventory as the value at the time of receipt of
merchandise cannot be reasonably estimated. Revenue from donated
merchandise is recorded when the merchandise is sold.

Expense Allocation - Directly identifiable expenses are charged to
programs and supporting services. Expenses related to more than one
function are charged to programs and supporting services on the basis of
periodic time and expense studies. Management and general expenses
include those expenses that are not directly identifiable with any other
specific function but provide for the overall support and direction of the
Organization.

Investments - The investments consisted of the following:

2005
Certificate of Deposit $ 49,886
Mutual Funds , 83,664
Money Market Funds 146,863
$ 280413
Total Dividend and Interest Income 3 8,312

Note Pavable, West America Bank - The Organization has a credit
line agreement with West America Bank. Under this agreement, Futures
Explored, Inc. has available a $200,000 line of credit due on demand with
interest at 7.5%. The line is secured by all chattel paper, accounts
receivables and general intangibles. The Organization did not have any
outstanding borrowings on the line at June 30, 2005.
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Note 4:

FUTURES EXPLORED, INC.
NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2005

Long-Term Debt - Long-term debt at June 30, 2005 is as follows:

West America Bank, payable in monthly installments of
$3,350 including interest of 7.23% per annum, secured
by real property, due January 2012 $ 385447

u.s. Bancorp, two leases, payable in monthly installments
of $303 and $134 including interest at 15.85% and
20.55%, secured by equipment, due through May 2009 13,255

Note payable, due in monthly installments of $302
including interest of 7.99% per annum, secured by

vehicle, due July 2009 12,391
$ 411,093
Less current portion (18,762)

$ 392,331

The aggregate maturities of long-term debt for the next five years and
thereafter are as follows:

Year Ending
June 30,

2006 $ 49,077
2007 49,077
2008 49,077
2009 45,307
2010 and thereafter 386,537

579,075
Less amount representing interest (167,982)

$ 411,093
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FUTURES EXPLORED, INC.
NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2005

Note 5: Lease Commitments - The Organization leases various facilities under
non-cancelable operating leases through 2008.

The following is a schedule of the aggregate future minimum rental
payments under the facility leases:

Year Ending
June 30,
2005 $ 107,852
2006 85,816
2007 77,574
2008 12,992
$ 284234
Total rent expense for facility leases amounted to approximately
$234,270.
Note 6: Significant Funding Source - The Organization had one funding

source during the year that generated approximately 83% of the overall
revenue. As of June 30, 2005, the Organization has approximately 93% of
accounts receivable from this source.

Note 7: Permanently Restricted Net Assets - The Organization has received
various gifts which have been designated as permanently restricted. These
amounts are classified as part of investments.

Note 8: Net Assets Released from Restrictions - During the year ended June
30, 2005, $18,000 was released from restrictions by incurring $18,000 for
kitchen improvements.
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