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Judge Karen A. Overstreet
Hearing Date — August 22, 2008
Response Date — August 15, 2008

Chapter 7
United States Bankruptcy Court
Western District of Washington at Seattle
Inre:
Court Reporting Institute, Inc. NO. 06-14202
Debtor.
Adversary No. 07-01167
Bankruptcy Estate of Court
Reporting Institute, Inc., by and through DECLARATION OF WILLIAM A. HANLIN,
Michael B. McCarty, Trustee JR. , CPA in Support of Response To
Motion For Summary Judgment -
Plaintiff, August 2008

Vs
Janish, Moldskred, et al

Defendants.

| hereby certify under penalty of perjury under the laws of the State of Washington
that the following is true and correct.
1. My name is William A. Hanlin, Jr. | am a certified public accountant. | have been
retained as an expert witness to testify in this case. Attached as Exhibit 1 is a listing

of my professional qualifications.
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| was retained by defendant Moldskred to expand my prior work in this case in order
to present a more complete picture of the relationship and events surrounding the
Moldskred loan of $150,000, and the subsequent repayment. This type of forensic
service is something which | have performed regularly in my professional practice.
Moldskred has made certain statements and representations in his deposition that
make it appear as if he had first-hand knowledge of actions and events pertaining to
CRI respecting its financial condition. Moldskred’'s “beliefs” do not equal facts.
Unfortunately, these beliefs now form the foundation of Plaintiff's impression that
Moldskred had “knowledge” (or should have had “knowledge”) that would have made
it obvious to Moldskred that the repayment of the $150,000 was going to be a
voidable transaction.

My review of the evidence in this case reveals that Moldskred may have believed
certain actions took place or that Janish behaved in certain ways, but these were only
his beliefs, not knowledge based upon facts.

In my declaration submitted to this court on November 21, 2007, | noted that:

“...the records of CRI support Molskred’s argument that he loaned funds ($150,000)
that were deposited by CRI in late December 2005, and that such funds were repaid
to Molskred four days later on January 2, 2006.”

Subsequently, | have learned that the funds from Moldskred did not go directly into
CRI's accounts. Instead, Moldskred loaned the money to Janish, who in turn
deposited a similar amount into the CRI accounts.

| have also learned, since my declaration of November 21, 2007, that Moldskred was
repaid, but not by CRI. Moldskred was repaid by Janish, seemingly from funds

withdrawn by Janish from CRI.
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10.

11.

12.

13.

At issue in this present instance is whether or not Moldskred had, or should have had,
sufficient knowledge to be aware that CRI might be insolvent at the time he was
repaid the $150,000 by Janish, and that such payment might be voidable.

For this assignment | have revisited the documents previously reviewed. In addition, |
have received and read the audited financial statements for 2005 and 2004. | have
also interviewed the auditor, Mr. Todd W. Resch, CPA.

These are my findings:

CRI's audited financial statements show that, as of December 31, 2005, CRI had a
net equity of $273,954 (see Exhibit 2 — page 5). This is an increase from December
31, 2004, which shows a net equity of $197,707. These undisputed facts show that
CRI was not insolvent at December 31, 2005 (despite the court’s prior ruling on this
point). Indeed, after considering the repayments of funds adding up to the $150,000
to Moldskred (which Trustee presumes were from funds provided by CRI to Janish),
CRI would still have had a positive net equity of $123,954.

The court’s ruling on this point has placed the burden upon Moldskred to show that he
did not have, and could not have had the knowledge of the ultimate insolvency of CRI.
CRI's audited financial statements include a Statement of Stockholders Equity (see
Exhibit 2 — page 6). This statement, which is required by generally accepted
accounting principles, shows the changes from year to year for all of the components
of a corporation’s equity. Despite Moldskred’s belief on this point, there is nothing
included in this statement that shows that an infusion of capital was made in either
2005 or 2004.

The Statement of Cash Flows (Exhibit 2 — page 7) for both 2005 and 2004 do not

show that CRI experienced any borrowing activities to or from Moldskred.
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14.

15.

16.

17.

18.

DECLARATION OF HANLIN — August 14, 2008

The audited financial statements of CRI were issued by Mr. Resch on June 14, 2006.
This date represents a significant length of time between December 31, 2005 and the
date of the audit report. Generally accepted auditing standards require the auditor to
perform a review of events after the balance sheet date (December 31, 2005) to the
date of the audit report (June 14, 2006) in order to determine whether or not there has
been a significant change in the Company’s financial situation that could materially
affect the readers understanding of the financial position at the balance sheet date. In
other words, if the auditor were to discover that an entity had lost a major customer,
or that the terms of doing business had become unfavorable, or might otherwise
cause a going concern problem (like imminent or likely insolvency) during the interim
period, these events would then be a required disclosure in both the audit report and
the financial statements under generally accepted accounting principles and generally
accepted auditing standards.

During the interview with Mr. Resch, | asked several questions pertinent to this case
and this motion. He was asked about a capital infusion as of December 31, 2005. He
was asked about subsequent events and the going concern of CRI. He was asked
about the requirements of the Department of Education.

Mr. Resch, who has been a CPA since 1975, was able to tell me that CRI had no
direct financial dealings with Moldskred. He was able to confirm that CRI had a
positive net worth as of December 31, 2005, as represented on the balance sheet.

Mr. Resch confirmed that CRI had made more than $300,000 in profit in 2005, and
that the audit procedures he applied as of December 31, 2005 did not indicate that
CRI had a going concern problem as of that date.

Mr. Resch confirmed that he had performed the required subsequent review of CRI

prior to issuance of the audited financial statements, and that nothing came to his
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20.

21.

22.

23.

attention that would have indicated that CRI had experienced any event or events that
would have cause concern for CRI's ability to remain in business as of June 14, 2006.
Plaintiff in this case has asserted that Moldskred assisted in or aided Janish to
perform a fraud upon the Department of Education by providing Janish annually with
funds to put into CRI at the end of the year.

Government requirements for a certain level of capital to be held by a business have
never required that such businesses have that level of capital each and every day of
the year. This is true for agencies such as the Department of Education (DOE),
Department of Housing and Urban Development (HUD), Department of Agriculture
and Department of Transportation. Rather, these agencies want to see what the level
of capital is at the balance sheet date, usually the end of an entities fiscal year.

The evidence in this case clearly shows that Moldskred loaned money to Janish near
the end of each year beginning in 1998 and continuing through 2005. The audited
financial statements of CRI for 2005 and 2004 show that DOE conducted its field
audit of CRI's affairs for 2001-2002 and 2002-2003 for the financial aid program, and
found that CRI was in compliance.

The evidence shows most clearly that CRI's demise was not caused by the
repayment of the $150,000 which Janish borrowed from Moldskred. That event took
place in January 2006. As of June 14, 2006, CRI was still considered, by its auditor,
to be a viable going concern.

Plaintiff asserts that Janish should have been aware of CRI's problems because of his
former bookkeeper relationship and because of his long-term and on-going
relationship with Janish, and that Moldskred had a duty to discover that CRI was
having financial problems and would not be able to aid Janish to repay the funds to

Moldskred.
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25.

26.

27.

Assuming that plaintiff is correct, and that Moldskred had a duty to perform more due
diligence during the very short loan period, what would Moldskred have discovered?
He could have obtained the internal financial statements from CRI as of December
31, 2005. Had he done so, he would have seen that CRI was showing a profit of
more than $300,000 for the year and had a positive net worth as of December 31,
2005. This is a normal type of action that a lender might perform. He would not have
discovered that CRI was insolvent, or was likely to become insolvent.

Further, Moldskred could have asked for the audited financial statements to verify
CRI's representation of its 2005 profits. Here again, there would have been nothing
to inform him that CRI might not survive financially. Moldskred’s daily involvement
with CRI financial activities ended years before CRI’s financial difficulty. And he was
no longer involved in the day-to-day operations or affairs. If anything, his past
experience with CRI would most likely have given him a sense of confidence in the
ability of CRI to continue to be a viable and business. Had Moldskred asked for the
audited financial statements, he would have a right to rely on the representations
made therein.

A reasonable person would have wanted to know how they would be repaid. A
reasonable person could have obtained the financial statements from CRI. Moldskred
believes he was given the CRI financial statements. Those internal financial
statements are substantively the same as those published under audit on June 14,
2006. Moldskred’s “knowledge”, either known or knowable in December 2005 or
January 2006 would not have alerted him to any circumstances that the repayment
would become voidable.

CRI's audited financial statements show that the Company possessed more than

$424,000 as of December 31, 2005 (Exhibit 2 — page 4). Therefore, there would be
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no reason for a reasonable person to believe that a distribution by CRI to Janish

would have been improper; the Company had the money with which to pay the

distribution.

28. I have therefore concluded, based upon all the evidence, that Kai Moldskred did not

and would not, even after further inquiry, have had knowledge of any possibility of

voidability of the repayment to him by Alan Janish of the $150,000 in early January

2006.

Date: August 14, 2008
Place: Seattle, Washington

Sndesz
=20

William A. Hanlin, Jr., CPA
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Exhibits Attached

Exhibit 1

Exhibit 2

Credentials of William A. Hanlin, Jr., CPA, CFE, CVA, CFD

Court Reporting Institute, Inc. — Audited Financial Statements - 2005 and 2004
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WILLIAM A. HANLIN, JR.
CPA, CFE, CVA, CFD

William A&, Harlin, Jr. began his cemeer 0 public accounting in 1269, Over the years, Me. Hanlin hes acquited a
unlque and vared background of skills In accounting, taxation, business matters and financial managertent on the
domestic level and for cients in vareus forgign countries. He is the founder of the Hanlin Mass Group, P2, a flim of
cerifiod publle aceountanta and valuation analysts, As managing pertngr, e also direcls the Fimva growth and slient
developmant, as well as provides training for professional ataff thal have joinad the Firm,

The Firm provides gensral auditing, aceounting and tax services aa well as spedalty servicas in connection with
business planning, business valuations, estate planning, itlgation support, and other non-taditional disciplines.

In 2006, the Firm provided morz than 530 clienta with sendces including preparation of varous financial
statements, taxation and financial planning for indivlduals and businesaed, forensic and Itigation aervicas, business
valuallons and olher services. Mr, Hahlin heads the Firm's effort in the areas of valuation sendces and fraudferansic
ancounting.

FORENSIC 8ERVICER

mr. Hanlin hes baen angaged many times to review Anancial documents in sonnection with fraud andfor feaud-
related matters. Many of theae engagements hava includad providing wrillen repods of indings to judpes and Jurles in
various lacal and Fedenal jJurisdictions, M. Hanlin has been also engaged a5 & rebutaiwitess in these matters, and has
testifted a5 an expen wilness in these forums. M Hanlin has conducted engagements 1o review activities of
managerment for possible (0ss of cagh or other deeds of mismanagemeant,

n 1923, Mr. Hanlin becamea a Cartifled Fraud Examiner (CFEY. This professional designation, confarred by the
Assoolation of Cedifisd Fraud Examiners, is awarded o select professtonals who are reeponsible for detecting, and
investlgating fraud.

Mr, Hanlin iz 2 Certified Fraud Deference Analst (CFD) and is the chalkman of NACYA's fraud detamanca
training and certificatlon program, This program was launched in 2002 and has qulekly found appeal to a woridwida
audience.

YALUATION SERVICES

Mr. Harlin has preparad numenees business vauations since 1984, Thage valuativns have been praparsd for
puposes of acquisition or sale of a buginess, for setllement in divorce praceadings, for parnensharcholder diagule
resoluwtion, For stock valuatton in accond with specilic tarms of Buy/sell agreements, and astataioift 1ax purposes. b,
Hanlin has been cafled upon to review 1he valualion raports of other experts during litigation and medialion. In 19594 Mr,
Hanlin completed a formal regimen of triaining in beeinass valuations, attaining the designation as a Cerified Valuation
Analyst (CVA). These coursas are sponsored by the Mational Asaockalion of Certified Vehustion Anslysts (NACWA),
which was organized specifically for CPAS o provide aducation in the field of valuation 1Reary, as well 85 O promaote
uniform standards of valuation when valing clossaty-held businesses. He |s prasently the Inlsrnstional Associalion of
Consullants, Valuators and Analysts (IACWA). IACYA's mission is to teach and promote the wordwide uniform
application of valuation theory and modes.

ADVOCACY SERVICES

Mr. Hanlin's practica has callad for representation of clistls on tax matters before the Appeilate Divigion of the
Internal Revenue 3ervice on complex and technical matters. He has alss provided Assistance on tax matters in poth
L5, Bankrueptcy and U5, Distrct courls.

EMPERT WITNESS:

Mr. Henlin hias baan gualified numergus timas in courd as an expert witngss i1 YWashington Stete and Federal
Courts, He has zarvad in many instances as a consulting expert to both clients and thelr |aweers to assist In madizting
contrag) disputes, business valyations, divorces, bankruptey, product loss valuations, less of income and partnarship
dispubes. n addibian, Mr. Hanlin has served as court-appointed recelver for businesses where control was setzed by the
court.

IMNTRUSTOR:
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Mr, Ha-n'lim has been an instrucior for many years on the subject of valualion theory and applizalion, s well ag
fraud deterrence.

BEGREE: Bachelor of Ars in Business Adrninistration - University of Washingbon {1975)

CERTIFICATE and LIGENSE:
Cartified fublic Accounitant, Stete of Washinghen
Ceriified Fraud Examiner (CFE}
Cerfified valuation Analyst (CVA}

INDIWVIDUAL MEMBERSHIPS and ACTIVITIES:

Armericen [nstiute of Certified Public Aceountants

Washington Society of Cerified Public Accountents

Inlernational Assaclation of Gonsultants, Valuaiors & Analyata,
s+ Prosidert 2006 — present
»  Instuctor - Susiness Valuation Theary, Veluation of Intangitle Asssts ard Intefacieal Property
«  Principal author and Instructar — Umiveraal Fundarentsfs and Analysie — Businass Vatuation
. Presenter — WSCGhing Appralssl Socisty Joint Conference, Kunming, Chfnza

WMatfonal Association of Certified Valuation Analysts,
Execiutive Advisory Board {8 of Directors) (2007 ~2003)
Fraud Detamance Board - Chedr (2003 - 2007)
international Business Valuation Treining Team - Ghair (2003 -}
Valuation Education Board {20000 - 2001;
Ethlcs Overnight Board {1896 - 1897, 2002 - 2003}
Outstanding Member Award, May 1997
Mational Advlgery Board {1894 - 1996}
Mational Standards Cammilkes for CWA Practice {1994 - 19098}
Mermnber - Mational Exam & Grading Team
Chalr - Divorce Symposium Committes (1998 - 2002)
President, Washington State Chapter of NACWVA (1096 - 1209)
Training Development Team facully mamber - Discounts and Premiums {1968 -2003)
Trairfing Development Team facuity member - Tha Markst Appraact {2000 - 2003)
Course developmeni and instructor - Usig Goideline Companfes in Valuatfons - 62001,
Vatuing fntangible Assets - A Sunsy - 32003, Appiying ihe Markef and Guidedine Aetods i
Vafuations - 82003
Azsoclation of Cenlfied Fraud Examiners

OTHER:
Co-author - The Vatue of Risk, 2001
Article - The Daypert Debats, Dues Daubart Craate Mew Siandards for Business Valuation
Spoaker ot NACYA National Conferenca and other forums. for MACYA
Speaker At ihe Antual Conferenca for Association of Certifiad Fraud Examiners
Speaker at various small business forums ¢n buslness prganizetion and srategy

The Hanlin Mosa Gronp, PE Tel (M) B23-3200
1441 - 4" Auenye, #4t0 Frx {208} 622-32322
Seatke, Yo 33107 Ernail -pilliEheninmoss.com






COURT REPORTING INSTITUTE, INC.

STATEMENTS OF EARNINGS
Year ended December 31
2005 2004
REVENUE:
Net tuition and fees $3,413,188 $3,513,107
Bookstore and vending machine income 133,665 148,135
Equipment rental income 55,862 57,575
Interest, finance charges and late fees 44,364 41,883
Gain on disposal of assets 11,936 14,306
Other income 15,538 17,587
3,674,553 3,792,593
COSTS AND EXPENSES:
General and administrative 1,054,385 1,120,307
Instruction 842,673 910,184
Occupancy 530,824 460,253
Student recruitment 484,681 642,693
Bad debts 233,224 187,433
Depreciation and amortization 107,523 125,192
Cost of bookstore and vending sales 100,262 134,499
Interest expense 18,067 20,682
3,371,639 3,601,243
NET EARNINGS $302,914  $191,350

See notes to financial statements.
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COURT REPORTING INSTITUTE, INC.

&

STATEMENTS OF STOCKHOLDERS EQUITY

YEAR ENDED DECEMBER 31, 2005 AND 2004

Additional
Common Stock Paid—In Retained
Shares Amount Capital Earnings Total
Balance, January 1, 2004 2,000 $2,000 $89,536 $250,298  $341,834
Net earnings 191,350 191,350
Distributions (335,477)  (335,477)
Balance, December 31, 2004 2,000 2,000 89,536 106,171 197,707
Net earnings 302,914 302,914
Distributions (226,667)  (226,667)
Balance, December 31, 2005 2,000 $2,000 $89,536 $182,418 $273,954

See notes to financial statements.

(6)



COURT REPORTING INSTITUTE, INC.

STATEMENTS OF CASH FLOWS

Year ended December 31

2005 2004
CASH FLOWS FROM OPERATING ACTIVITIES:
Net earnings $302914  $191,350
Adjustments to reconcile net earnings (loss) to net
cash provided by (used in) operating activities—
Depreciation and amortization 107,523 125,192
(Gain) on disposal of assets (11,936) (14,306)
(Increase) decrease in tuition contracts receivable 86,311 (42,877)
(Increase) decrease in inventories 16,299 (5,987)
(Increase) decrease in prepaid expenses (42) 7,426
Increase (decrease) in accounts payable (35,454) 24,494
Increase (decrease) in accrued salaries (18,715) 3,423
Increase (decrease) in prepaid tuition (125,983) 213,386
Increase (decrease) in other current liabilities (27,012) 59,742
NET CASH FROM OPERATING ACTIVITIES 293,905 561,843
CASH FLOWS FROM INVESTING ACTIVITIES:
Disposals of rental equipment ' 18,115 16,203
Accreditation cost 5,430 4,458
Advances to employees (380) 3,738
Restricted certificate of deposit 3,000
Lease deposits 873
Purchases of property and equipment (39,705) (114,523)
Advances to stockholder 158,000 (38,500)
Purchases of rental equipment (28,033) (2,252)
NET CASH FROM INVESTING ACTIVITIES 113,427 (127,003)
CASH FLOWS FROM FINANCING ACTIVITIES:
Distributions (226,667) (335,477)
Principal payments on long—term debt (49,167) (51,627)
NET CASH FROM FINANCING ACTIVITIES (275,834) (387,104)
INCREASE IN CASH 131,498 47,736
CASH, beginning of year 292,830 245,094
CASH, end of year $424,328  $292,830

See notes to financial statements.
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NOTE G- RESTRICTED CERTIFICATE OF DEPOSIT:

As of December 31, 2005 and 2004, the Company had a restricted certificate of deposit of
$62,000 under a standby letter of credit agreement with the U.S. Department of Education as
the named beneficiary. The letter of credit is required by the U.S. Department of Education as
a condition for the Company's continued participation in the U.S. Title IV Higher Education
Act (HEA) student financial assistance programs. The letter of credit requirement was
imposed as a result of the Company's late payment of tuition refunds to the Title IV HEA

programs.

The letter of credit requirement will be removed by the U.S. Department of Education when
the Company can show it has been in compliance with the timely payment of refunds
requirement for a period of time that is acceptable to the Department.

NOTE H- CONTINGENCIES:

The Company is involved in administrative appeals from decisions of the State of Washington
Workforce Training and Education Coordinating Board (Board). The Company has been
ordered to pay refunds in the approximate amount of $100,000 to students from the Seattle
campus. In the opinion of legal counsel several of the appeals brought by Court Reporting
Institute will be successful. However, it is probable that the Company will have to refund the
tuition for some of the students. At this time the discovery process has not been completed.
Legal counsel’s best estimate of tuition that may have to be refunded is $35,000, and that
amount will likely change as discovery progresses. The estimate of legal fees to litigate the
administrative hearings is $5,000 to $15,000. The administrative hearings are set for

September, 2006.

On January 6, 2006, the Company was served with a summons and complaint for damages.
The suit was brought by seven former students at the Seattle campus alleging breach of
contract. Legal counsel, with the assistance of management, has filed an answer denying all
claims. According to legal counsel, the allegations are unsupported by facts on several
issues. The matter is currently pending with a trial date of June 18, 2007.

Legal counsel is of the opinion that the most probabile risk of this litigation is $25,000 with
attorney fees to litigate this matter between $5,000 and $15,000.

On June 6, 2006, the Company received a copy of a complaint for unfair business practices
filed by a former student at the Seattle campus. Management, with the assistance of legal
counsel, is preparing a response. There are discussions with the complainant regarding

possible settlement.

Legal counsel is of the opinion that the most probable risk of this matter if the Company does
not settle is $5,000, including attorney fees.

(13)



The Region X Office of the U.S. Department of Education (DOE) conducted a program review
at the Seattle campus in September—October, 2003 to assess the Institution’s administration
of financial aid programs authorized by Title IV of the Higher Education Act of 1965, as
amended, for the 2001 —2002 and 2002—-2003 award years. The DOE subsequently issued a
preliminary report of its findings on June 2, 2005 and representatives of the Institution
continue to work with the Region X office to resolve all remaining areas of concern. No liability

has been assessed by DOE at this time.

(14)



ADDITIONAL INFORMATION

My audit of the financial statements of Court Reporting Instituts, Inc. for the year ended
December 31, 2005 was intended primarily for the purpose of formulating an opinion
on the basic financial statements taken as a whole. The additional information
presented on pages 16 to 19 has been taken primarily from accounting and other
records of the Company and is not, in my opinion, necessary for a fair presentation of
its financial position, results of operations and its cash flows. Such information has not
been subjected to tests and other auditing procedures sufficient to enable me to
express an opinion as to the fairness of all the details included therein and,
accordingly, | do not express an opinion on the additional information.

= o Lo o i

Todd W. Resch, CPA, PS
June 14, 2006

(15)
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COURT REPORTING INSTITUTE, INC.

SCHEDULE OF FUNCTIONAL EXPENSES

YEAR ENDED DECEMBER 31, 2005 WITH 2004 TOTALS

General Student

and Recruit— 2005 2004

Admin Instruction ~ ment Occupancy Total Total
Salaries and wages $655,413 $747,949 $135,444 $1,538,806 $1,593,252
Advertising 847 339,540 340,387 440,430
Rental of facilities $455,622 455,622 384,665
Employment taxes 84,881 75,686 13,644 174,211 186,365
Trave!l and entertain 32,741 32,741 80,024
Supplies 45,219 45,219 63,328
Property & excise taxes 20,996 19,796 40,792 48,239
Group medical insur 37,017 12,038 (3,947) 45,108 38,438
Utilities 28,549 28,549 26,436
Insurance 16,303 1,970 18,273 22,962
Professional services 27,644 27,644 21,772
Telephone 24,824 24,824 21,523
Custodial services 20,580 20,580 20,775
Printing 4,130 4,130 20,409
Donations 1,025 7,000 8,025 20,360
Other 17,564 17,564 19,791
Staff activities 11,172 11,172 18,134
Accreditation dues 14,661 14,661 17,473
Federal program match 12,848 12,848 16,225
Conferences 3,885 3,885 15,465
Postage 10,017 10,017 12,726
State franchise tax 4,600 4,600 8,795
Storage rental 3,715 3,715 7,087
Bank charges 2,292 2,292 6,213
Equipment maint 9,682 9,582 5,900
Payroll service 4,013 4,013 4,562
Dues and subscriptions 3,718 3,718 4,343
Courier service 3,185 3,185 3,867
Internet service 3,415
Licenses 6,959 6,959 3,216
School activities 4,804 4,804 3,180
Common area maint 2,748
Security 592 592 1,277
Federal administrative cost

$1,054,385 $842,673 $484,681 $530,824 _$2,912,563 $3,133,437

(16)
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COURT REPORTING INSTITUTE, INC.

COMBINING BALANCE SHEET

DECEMBER 31, 2005

ASSETS

CURRENT ASSETS:!
Cash
Tuition contracts receivable
Advances to employees
Inventories
Prepaid expenses

TOTAL CURRENT ASSETS
INTERCOMPANY RECEIVABLE

RENTAL EQUIPMENT, at cost
Less accumulated depreciation

PROPERTY AND EQUIPMENT, at cost.
Furniture and equipment
Software and tapes
Leasehold improvements

Less accumulated depreciation

OTHER ASSETS:
Restricted certificate of deposit
Note receivable from stockholder
Lease deposits
Accreditation cost, net

(17)

Combined

$424,328
179,001
1,380
17,251
35,468

— )

657,428

63,800

43,828

19,972

883,361
160,800

159,868

1,204,029

932,870

271,159

62,000
137,000
22,433
10,868

232,301

$1,180,860



San

Head— Seattle Diego Boise Tacoma
Eliminations quarters Campus Campus Campus Campus
$422,895 $916 $400 $117
74,152 38,810 56,174 9,865
412 968
9,939 3,441 3,381 490
6,517 17,869 6,404 2,826 1,852
6,517 525,267 50,539 62,781 12,324
($2,044,105) 1,999,710 46,395
18,200 25,400 18,800 1,400
18,200 14,430 10,918 280
0 10,970 7,882 1,120
14,455 530,170 125,964 184,784 27,988
148,685 3,243 8,872
10,429 121,910 13,681 8,645 5,203
24,884 800,765 142,888 202,301 33,191
3,650 664,772 104,197 155,811 4,540
21,334 135,993 38,691 46,490 28,651
62,000
137,000
7,547 2,000 12,886
490 4,378 2,400 3,600
145,037 68,378 15,286 3,600 0
($2,044,105) $172,888 $729638 $2,115,196 $167,148 $42,095



©

COURT REPORTING INSTITUTE, INC.

COMBINING BALANCE SHEET

DECEMBER 31, 2005

LIABILITIES AND STOCKHOLDERS EQUITY

CURRENT LIABILITIES:
Accounts payable
Tuition refunds payable
Unapplied Federal and state student assistance funds

Accrued payroll taxes and amounts withheld
from employees
State and local excise taxes payable
Accrued salaries
Prepaid tuition
Current maturities on long—term debt
TOTAL CURRENT LIABILITIES

INTERCOMPANY PAYABLE
LONG-TERM DEBT, less current portion
STOCKHOLDERS EQUITY:
Common stock, stated value $1 a share—
Authorized, 100,000 shares

Issued and outstanding, 2,000 shares
Additional paid—in capital

Retained earnings (deficit)

(18)

Combined

$29,688
34,769
57,029

2,977
4,449
49,523
661,880
43,223

883,538

23,368

2,000
89,536
91,536

182,418
273,954

$1,180,860



.
.

San
Head- Seattle Diego Boise Tacoma
Eliminations quarters Campus Campus Campus Campus
$590 $18,492 $8,308 $2,298
14,321 18,897 1,551
15,939 34,127 6,963
1,882 720 375
2,997 1,330 122
390 18,369 15,245 12,357 $3,162
130,917 392,409 135,072 3,482
43,223
980 246,140 471,036 158,738 6,644
($2,044,105) 568,364 1,278,171 199,570
23,368
$2,000
89,536
91,536
(487,992) (818,041) 1,644,160 8,410 (164,119)
(396,456) (818,041) 1,644,160 8,410 (164,119)
($2,044,105) _ $172,888 $729,638 $2,115,196 $167,148 $42,095




© ©

COURT REPORTING INSTITUTE, INC.

COMBINING STATEMENT OF EARNINGS AND RETAINED EARNINGS (DEFICIT)

YEAR ENDED DECEMBER 31, 2005

REVENUE:
Net tuition and fees
Bookstore and vending machine income
Equipment rental income
Interest, finance charges and late fees
Gain on disposal of assets
Other income

COSTS AND EXPENSES:
General and administrative
Instruction
Occupancy
Student recruitment
Bad debts
Depreciation and amortization
Cost of bookstore and vending sales
Interest expense

NET EARNINGS (LOSS) BEFORE ALLOCATED EXPENSES
ALLOCATED EXPENSES

NET EARNINGS (LOSS)
RETAINED EARNINGS (DEFICIT), beginning of year

DISTRIBUTIONS
RETAINED EARNINGS (DEFICIT), end of year

(19)

Combined

$3,413,188
133,665
55,862
44,364
11,936
15,538
3,674,553

1,054,385
842,673
530,824
484,681
233,224
107,523
100,262

18,067

3,371,639

302,914

302,914
106,171

(226,667)
$182,418



San
Head- Seattle Diego Boise Tacoma
Eliminations quarters Campus Campus Campus Campus

$1,117,631  $1,472,383 $794,194 $29,080
56,337 36,594 38,645 2,089
19,015 24,298 11,774 775
$10,750 15,894 9,991 6,786 943

4,754 3,860 3,322

28 5,151 8,633 1,726
10,778 1,218,682 1,555,759 856,447 32,887
377,062 260,950 237,944 141,477 36,952
(20,266) 329,821 283,679 228,874 20,565
30,922 166,807 138,330 132,288 62,477
1,653 193,216 85,426 137,722 66,664

128,642 39,863 64,729
2,973 65,292 14,517 19,921 4,820
3,036 49,179 17,884 28,001 2,072

395 12,483 2,096 3,093
395,775 1,206,390 819,729 756,195 193,550
(384,997) 12,292 736,030 100,252 (160,663)
384,997 (128,062) (163,482) (89,997) (3,456)
(115,770) 572,548 10,255 (164,119)

(487,992) (702,271) 1,298,279 (1,845)

(226,667)

($487,992) ($818,041) $1,644,160 $8,410 ($164,119)




