(€75 .
Department of thew g.ury

e

te - Under section 501(c), 527, or 4947(a)1) of the Internal Revenue Code
(except black lung benefit trust or private foundation)

OMB No 1545-0047

Return of Organization Exempt From Income Tax 2006

Open to Public

Internal Revenue S¢{#%e » The orgamization may have to use a copy of this return to satisfy state reporting requirements Inspection
A For thejéOOG calendar year, or tax year beginning , 2006, and ending y
B Check if épplxcable (o D Employer Identification Numb
] Please use
|| Address change | IR label ggtrlggrilgriltasltt:cibgg Ié:gléer . 38-3646037
Name change s’ [216 St Marys Lake Rd Telsphana number
_Inmal return specmf Battle Creek MI 49017 269'969‘9773
instruc ’ Accountin
|| Final return tions. F method: 9 Cash I:]Accrual
Amended return Other (specify) ™
L_|Application pending @ Section 501(cX3) organizations and 4947§a)(12‘ nonexempt H and| are not apphicable to section 527 organizations
charitable trusts must attach a completed Schedule A H (2) Is this a group return for affiiates? Dy,s No
(Form 930 or 930-E2). H (b) 1 'Yes,’ enter number of affiliates ™
G_Web site: > N/A H (C) Are all affiiates included? [ves [ Ino
J Organization ty e (If '‘No," attach a list See instructions )
(check only oneg > 501(c) 3 < (nsertno) D 4947(a)(1) or D 527 |H (d) 1s this a separate return filed by an
K Check here ™ D if the organization 1s not a 509(a)(3) supporting organization and its organization covered by a group ruling? |—|Yes m No
gross receipts are normally not more than $25,000 A return is not required, but if the | | Group Exemption Number >
organization chooses to file a return, be sure to file a complete return M Check *» I_l'f the organization is not required
L Gross receipts Add lines 6b, 8b, 9b, and 10btoline 12 ™ 11,771, 990. to attach Schedule B (Form 990, 990-EZ, or 930-PF)
{Part]l | Revenue, Expenses, and Changes in Net Assets or Fund Balances (See the instructions.)
1 Contributions, gifts, grants, and similar amounts received:
a Contributions to donor advised funds 1a
b Direct public support (not included on line 1a) 1b 9,532.
% ¢ Indirect public support (not included on line 1a) 1¢
cc\’. d Government contributions (grants) (not included on line 1a) 1d
| IO e $ 4,532. noncash $ 5,000.) 1e 9,532.
(3] 2 Program service revenue including government fees and contracts (from Part Vii, line 93) 2 11,762,458.
(&) 3 Membership dues and assessments 3
g 4 Interest on savings and temporary cash investments 4
o 5 Dividends and interest from secunities 5
L 6a Gross rents 6a
=z b Less rental expenses 6b
% ¢ Net rental iIncome or (loss) Subtract line 6b from line 6a 6¢
(Dr| 7 Otherinvestment income (describe > Y| 7
C@\Z 8a Gross amount from sales of assets other (A) Secunities (B) Other
N than inventory 8a
g b Less cost or other basis and sales expenses 8b
¢ Gain or (loss) (attach schedule) 8c
d Net gain or (loss) Combine line 8c, columns (A) and (B) 8d
9 Special events and activities (attach schedule) If any amount 1s from gaming, check here ’D
a Gross revenue (not including  $ of contributions
reported on hine 1b) 9a
b Less direct expenses other than fundraising expenses 9b
¢ Net income or (loss) from special events Subtract line 9b from line 9a 9c
10a Gross sales of inventory, less returns and allowances 10a
b Less cost of goods sold 10b
c Gross profit or : r\slqgﬁ\:/}ntory (attach schedule). Subtract line 10b from line 10a 10¢
11 OthefTevendgit Part VHme 11
12 Total fevenue:Add Iines le, 2,.3, 4, 5)\6c, 7, 8d, 9¢, 10¢, and 11 12 11,771,990.
[ 13 Progra rvwﬁp(ro?p Bnélaal coljri@ ®)) 13 9,207,297.
X114 Manag t ahd general (from-hne’44; \column (C)) 14 2,290,854.
€| 15 Fundratin oA (D) 15
E 16 Payments to a@gé Schedule) 16
S |17 Total ex S. Add lines 16 and 44, column (A) 17 11,498,151.
al 18 Excess or (deficit) for the year Subtract line 17 from line 12 18 273,839.
E: g 19 Net assets or fund balances at beginning of year (from line 73, column (A)). 19 -147,854.
T & 20 Other changes in net assets or fund balances (attach explanation) See Statement 1 20 -480,049.
S| 21 Net assets or fund balances at end of year. Combine Iines 18, 19, and 20 21 -354,064.

BAA For Privacy Act and Paperwork Reduction Act Notice, see the separate instructions.

TEEAO10SL 01/22/07 Form 990 (2006)
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Form 990 (2006) Narconon Stone Hawk 38-3646037 Page 2

|Part il IStatement of Functional Expenses All organizations must com?lete column (A?{ Columns (B), (C), and (D) are
required for section 501(c)(3) and {4) organizations and section 4947(a)(1) nonexempt chantable trusts but optional for others

Do not include amounts reported on line tal (B) Program (C) Management D)F
6b, 8b,.98, 10b, or 16 of Part | () Tota services and general (D) Fundraising

22 a Grants paid from donor advised
funds (attach sch) :

(cash $

non-cash $ )

If this amount includes

foreign grants, check here > D 22a
22b Other grants and allocations (att sch)

(cash $

non-cash $ )

If this amount includes
foreign grants, check here  » I_—_' 22b

23 Specific assistance to individuals
(attach schedule). 23

24 Benefits paid to or for members
(attach schedule) 24

25a Compensation of current officers,
directors, key employees, etc listed in
Part V-A (attach sch 25a 905, 920. 634,144. 271,776. 0.

b Compensation of former officers,
directors, key employees, etc histed in
Part V-B (attach sch) 25b 0. 0. 0. 0.

¢ Compensation and other distributions, not
included above, to disqualified persons (as
defined under section 4958(f)(1)) and persons
described 1n section 4358(c)(3)(B)

(attach schedule) 25¢ 0. 0. 0. 0.
26 Salaries and wages of employees not
included on lines 25a, b, and ¢ 26 3,030,973. 2,121,681. 909, 292.
27 Pension plan contributions not
included on lines 25a, b, and ¢ 27
28 Employee benefits not included on
lines 25a - 27 28 6,775. 5,081. 1,694.
29 Payroll taxes 29 291, 319. 203,923. 87, 396.
30 Professional fundraising fees 30
31 Accounting fees 31 34,446. 34,446.
32 Legal fees 32 95, 040. 95, 040.
33 Supplies 33 573,171. 573,171.
34 Telephone 34 124,220. 74,532. 49,688.
35 Postage and shipping 35 26,921. 13,461. 13,460.
36 Occupancy 36 1,903, 200. 1,598,688. 304,512.
37 Equipment rental and maintenance 37 129,142. 129,142.
38 Printing and publications. 38 2,261. 1,131. 1,130.
39 Travel 39 42,127. 21,063. 21,064.
40 Conferences, conventions, and meetings 40 27,941. 27,941.
41 Interest 41 133,815. 133,815.
42 Depreciation, depletion, etc (attach schedule) 42
43  Other expenses not covered above (itemize).
a§e_e_§t_a1:§m_eg§_2 ________ 43a 4,170, 880. 3,831, 280. 339,600.
b___ 43b
C 43c
L 43d
e_ 43e
f 431
9 439

44 Elotal fhuggtio(noal exper;ses. Add Illntes 22a|
rou . (Urganizations completing columns
B) - D), chrty thoss totals to hees 1319 | 44 11,498,151. 9,207,297. 2,290,854, 0.

Joint Costs. Check ’D if you are following SOP 98-2.

Are any joint costs from a combined educational campaign and fundraising solicitation reported in (B) Program services? ’D Yes No
If ‘Yes,' enter (i) the aggregate amount of these joint costs $ ; (i) the amount allocated to Program services

, (i) the amount allocated to Management and general $ ; and (iv) the amount allocated

to Fundraising  $
BAA TEEAQ102L  01/23/07 Form 990 (2006)




Form 990 (2006) Narconon Stone Hawk 38-3646037 Page 3

[Part 21l TStatement of Program Service Accomplishments

Form 990 is available for public inspection and, for some people, serves as the primary or sole source of information about a particular
organization How the public perceives an organization in such cases may be determined by the information presented on its return Therefore,
please make sure the return 1s complete and accurate and fully describes, in Part Ill, the organization's programs and accomplishments.

What i1s the organization's primary exempt purpose? » See Statement 3

All organizations must describe their exempt purpose achievements in a clear and concise manner State the number of
chents served, 8ubhcat|ons issued, etc Discuss achievements that are not measurable ;Sectlon 501(c)(3) and (@) organ-
1zations and 4947(a)(1) nonexempt charitable trusts must also enter the amount of grants and allocations to others )

Program Service Expenses
(Required for 501(c)(3) and
(4) organizations and
4947(a)(1) trusts, but
optionat for others )

(Grants and allocatons $ "~ y'lf this amount includes foreign grants, check here _ ™ | | 9,207,297.
b_ __ e,
(Grants and allocatons $ it this amount includes foreign grants, check here ™ | |
C o .,
(Grants and allocations_ § " )it ttus amount includes foreign grants, check here _ » | |
d_ __ _ _ -
(Grants and allocations $ "~ yif this amount includes foreign grants, check here ™ | |
e Other program services
(Grants and allocations  $ ) If this amount includes foreign grants, check here > l—|
f Total of Program Service Expenses (should equal line 44, column (B), Program services) > 9,207,297.
BAA Form 990 (2006)
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Form 990 (2006)

Narconon Stone Hawk 38-3646037 Page 4
[Part !V | Balance Sheets (See the instructions.)
Note: Where resuired, attached schedules and amounts within the description (A) (B)
column should be for end-of-year amounts only Beginning of year End of year
45 Cash — non-interest-bearing -113,746.| 45 -203,538.
46 Savings and temporary cash investments 260,450.| 46
47 a Accounts receivable . 47a 911, 948.
b Less: allowance for doubtful accounts 47b 732,050.| 47¢ 911, 948.
48a Pledges receivable 48a
b Less allowance for doubtful accounts 48b 48c
49 Grants receivable 49
50 a Receivables from current and former officers, directors, trustees, and key
employees (attach schedule) 50a
b Receivables from other disqualified persons (as defined under section 4958(f)(1))
A and persons described in section 4958(¢c)(3)(B) (attach schedule) 50b
§ 51a Other notes and loans receivable
E (attach schedule) 51a 174,696.
s b Less: allowance for doubtful accounts 51b 157,040.| 51¢ 174,696.
52 Inventories for sale or use 52
53 Prepaid expenses and deferred charges 5,000.( 53 5,000.
54a Investments — publicly-traded securnities Cost FMV 54a
b Investments — other securities (attach sch) Cost FMV 54b
55a Investments — land, buildings, & equipment: basis 55a
b Less' accumulated depreciation
(attach schedule) 55b 55¢
56 Investments — other (attach schedute) 56
57a Land, bulldings, and equipment basis 57a 741,697.
b Less accumulated depreciation —
(attach schedule) Statement 4 57b 89,749. 378,322.|57¢ 651,948.
58 Other assets, including program-related investments
(describe » See Statement 5~ ) 488,430.[58 22,999.
59 Total assets (must equal line 74) Add lines 45 through 58 1,907,546.|59 1,563,053.
60 Accounts payable and accrued expenses 525,509.] 60 689, 334.
61 Grants payable 61
!I- 62 Deferred revenue 62 619, 252.
é 63 Loans from officers, directors, trustees, and key
||. employees (attach schedule) 754,500.( 63
'Ir 64a Tax-exempt bond liabilities (attach schedule) 64a
' b Mortgages and other notes payable (attach schedule) See Statement A 47,000.] 64b 229,873.
s [ 65 Other habilities (describe » See Statement 7 )} 728,391.]65 378,658.
66 Total liabilities. Add Iines 60 through 65 2,055,400.] 66 1,917,117.
" Organizations that follow SFAS 117, check here > and complete lines 67
2 through 69 and lines 73 and 74
A | 67 Unrestricted -147,854.| 67 -354,064.
g 68 Temporarly restricted 68
1169 Permanently restricted 69
8 Organizations that do not follow SFAS 117, check here > D and complete hines
F 70 through 74. o
B | 70 Capital stock, trust principal, or current funds 70
: 71 Paid-in or capital surplus, or land, building, and equipment fund 1
£ 172 Retained earnings, endowment, accumulated income, or other funds 72
@ 73 Total net assets or fund balances. Add hines 67 through 69 or lines 70 through
3 72. (Column (A) must equal ine 19 and column (B) must equal line 21) -147,854.|73 -354,064.
74 Total liabilities and net assets/fund balances. Add lines 66 and 73 1,907,546.[ 74 1,563,053.

g

TEEAO104L 01/18/07

Form 990 (2006)




Form 990 (2006) Narconon Stone Hawk 38-3646037 Page 5
[Part IV-A [Reconciliation of Revenue per Audited Financial Statements with Revenue per Return (See the
instructions.)
a Total\revenue, gains, and other support per audited financial statements a N/A
b Amounts included on line a but not on Part |, hine 12.
1Net unrealized gains on investments b1
2Donated services and use of facilities b2
3Recoveries of prior year grants b3
AOther (specity) _ _ _ _ _ _ _ _ _ o _____
______________________________________ b4 s
Add lines b1 through b4 b
[ Subtract line b from line a c
d Amounts included on Part |, line 12, but not on line a:
1Investment expenses not included on Part |, ine 6b di
20ther (specify) _ _ _ _ _ ]
______________________________________ d2 .
Add lines d1 and d2 . d
e Total revenue (Part |, ine 12) Add lines c and d >l e
[Part IV-B [Reconciliation of Expenses per Audited Financial Statements with Expenses per Return
a  Total expenses and losses per audited financial statements a N/A
b Amounts included on line a but not on Part [, line 17
1Donated services and use of facilities b1
2Prior year adjustments reported on Part |, line 20 b2
3Losses reported on Part |, line 20 b3
40ther (specy) _ _ _ _ _ _ _ ]
______________________________________ b4
Add hines b1 through b4
[ Subtract line b from line a
d Amounts included on Part |, line 17, but not on line a:
1Investment expenses not included on Part |, line 6b d1i
20ther (specfy) _ _ _ _ _ _ _ _
______________________________________ d2
Add lines d1 and d2 d
e Total expenses (Part |, line 17) Add lines ¢ and d > e

Part V-A | Current Officers, Directors, Trustees, and Key Employees (List each person who was an officer, director, trustee,
or key employee at any time during the year even If they were not compensated.) (See the instructions )

(B) Title and average hours | (C) Compensation (D) Contributions to (E) Expense
(A) Name and adress per week devoted (inotpald, | srployes benett, | acoount and other
compensation plans
Kathleen J Wickstrom | President 451, 320. 0. 0.
216 St Marys Lake Rd ___ _ _ | 80
Battle Creek, MI 49017
Per Wickstrom _________ | Vice President 454, 600. 0. 0.
216 St Marys Lake Rd __ _ _ _ 70
Battle Creek, MI 49017
Wallace Fryer __________ | Vice President 0. 0. 0.
Newman_ _ ______________ 0
Maple City, MI 49664
L Lousie Moreau Vice President 0. 0. 0.

—— e e, e, e L S L e e - ]

0

TEEAO0105L 01/18/07

Form 990 (2006)




Form 990 (2006) Narconon Stone Hawk 38-3646037

Page 6

[Part V-A| Current Officers, Directors, Trustees, and Key Employees (continued)

Yes

75 a Enter the total aumber of officers, directors, and trustees permitted to vote on organization business as board meetings ™ 4

b Are any officers, directors, trustees, or key employees listed in Form 990, Part V-A, or highest compensated employees
listed in Schedule A, Part |, or highest compensated professional and other independent contractors listed in Schedule
A, Part II-A or II-B, related to each other through family or business relationships? If 'Yes,' attach a statement that
identifies the individuals and explains the relationship(s)

¢ Do any officers, directors, trustees, or key employees listed in form 990, Part V-A, or highest compensated employees
listed 1n Schedule A, Part |, or highest compensated professional and other independent contractors listed in Schedule
A, Part II-A or 1I-B, receive compensation from any other organizations, whether tax exempt or taxable, that are related
to the organization? See the instructions for the definition of 'related organization'

If 'Yes,' attach a statement that includes the information described in the instructions.
d Does the organization have a written conflict of interest policy?

75b

75¢

75d

X

[Part V-B | Former Officers, Directors, Trustees, and Key Employees That Received Compensation or Other

Benefits (If any former officer, director, trustee, or key employee received compensation or other benefits (described below)
during the year, list that person below and enter the amount of compensation or other benefits in the appropniate column See

the instructions )

® L g (©) ((%om[taensgtlon (D) Cclmtnbut;mnsf {o (E) F;;xpedns?h
oans an if not paid, employee benefi account and other
(&) Name and address Advances enter -0-) plans and deferred allowances
compensation plans
None _ _ _ _____ ____________|
[ Part VI [Other Information (See the instructions.) Yes | No
76 Did the organization make a change In its activities or methods of conducting activities?
If 'Yes,' attach a detailed statement of each change 76 X
77 Were any changes made in the organizing or governing documents but not reported to the IRS? 77 X
If 'Yes,' attach a conformed copy of the changes
78a Did the organization have unrelated business gross income of $1,000 or more during the year covered by this return? 78a X
b If 'Yes,' has it filed a tax return on Form 990-T for this year? 78b| N/A
79 Was there a liquidation, dissolution, termination, or substantial contraction during the '
year? If 'Yes,' attach a statement 79 X I
80a Is the organization related (other than by association with a statewide or nationwide organization) through common
membership, governing bodies, trustees, officers, etc, to any other exempt or nonexempt organization? 80a X
b If 'Yes,' enter the name of the orgaruzaton» N/A
_____________________________ and check whether 1t 1s D exempt or nonexempt
81a Enter direct and indirect political expenditures (See line 81 instructions.) 8la 0.
b Did the organization file Form 1120-POL for this year? 81b X
BAA

TEEAO106L 01/18/07

Form 990 (2006)




Form 990 (2006) Narconon Stone Hawk 38-3646037 Page 7

| Part VI | Other Information (continued) Yes | No
82 aDid the organization receive donated services or the use of matenals, equipment, or facilities at no charge or at
substantially less than fair rental value? 82a X
blf 'Yes,' you may indicate the value of these items here Do not include this amount as
revenue In Part | or as an expense in Part Il. (See instructions in Part 1l } I 82b| N/A 1L
83a Did the organization comply with the public inspection requirements for returns and exemption applications? 83a] X
b Did the orgamzation comply with the disclosure requirements relating to quid pro quo contributions? 83b] X
84a Did the orgamization solicit any contributions or gifts that were not tax deductible? 84a X
b If 'Yes,’' did the organlzanon include with every solicitation an express statement that such contributions or gifts were -
not tax deductible? 84b| NJA
85 501(c)@), (5), or (6) organizations a Were substantially all dues nondeductible by members? 85a] N/A
b Did the orgamization make only in-house lobbying expenditures of $2,000 or less? 85b] NJA

If 'Yes' was answered to either 85a or 85b, do not complete 85¢ through 85h below unless the organization received a
waiver for proxy tax owed for the prior year.

¢ Dues, assessments, and similar amounts from members 85¢ N/A
d Section 162(e) lobbying and poltical expenditures 85d N/A
e Aggregate nondeductible amount of section 6033(e)(1)(A) dues notices 85e N/A
f Taxable amount of lobbying and political expenditures (line 85d less 85e) 85f N/A
g Does the organization elect to pay the section 6033(e) tax on the amount on line 85f? 85g] NJA
h If section 6033(e)(1)(A) dues notices were sent, does the organization agree to add the amount on line 85f to its reasonable estimate of ;
dues allocable to nondeductible lobbying and political expenditures for the following tax year? 85h NJ/A
86 501(c)(7) organizations Enter a Initiation fees and capital contributions included on
line 12 86a N/A
b Gross recelpts, included on line 12, for public use of club facilities 86b N/A
87 501(c)(12) organizations Enter a Gross income from members or shareholders 87a N/A

b Gross income from other sources (Do not net amounts due or paid to other sources
against amounts due or received from them.) 87b N/A

88 a At any time during the year, did the organization own a 50% or greater interest in a taxable corporation or partnership,
or an entity disregarded as separate from the organization under Regulations sections 301 7701-2 and 301.7701-3?

If 'Yes,' complete Part IX 88a X
b At any time during the year, did the organization, directly or indirectly, own a controlled entity within the meaning of
section 512(b)(13)? If 'Yes,' complete Part XI| »>!{ 88b X
89a 501(c)(3) organizations Enter. Amount of tax imposed on the organization during the year under
section 4911 » 0. , section 4912» 0. , section 4955 > 0.

b 501(c)(3) and 501(c)(4) organizations Did the organization engage in any section 4958 excess benefit transaction
during the year or did it become aware of an excess benefit transaction from a prior year? If 'Yes,' attach a statement

explaining each transaction . 89b X

¢ Enter: Amount of tax imposed on the organization managers or disqualified persons during the |
year under sections 4912, 4955, and 4958 . > 0.

d Enter. Amount of tax on line 8¢, above, reimbursed by the organization > 0.

e All organizations At any time during the tax year, was the organization a party to a prohibited tax shelter transaction? 89e X

f All organizations. Did the organization acquire a direct or indirect interest in any applicable insurance contract? 89f X

9 For supporting organizations and sponsoring organizations maintaining donor advised funds Did the supporting
organization, or a fund maintained by a sponsoring organization, have excess business holdings at any time during
the year? 89¢g X
90a List the states with which a copy of this return 1s filed » None

b Number of employees employed In the pay period that includes March 12, 2006

(See nstructions ) 90b 130
91a The books are in care of » Kathleen Wickstrom Telephone number »  269-969-9773
Locatedat » 216 St Marys Lake Rd, Battle Creek MI ___ __________._ ZIP+4> 49017

b At any time during the calendar year, did the organization have an interest in or a signature or other authority over a
financial account in a foreign country (such as a bank account, securities account, or other financial account)? 91b X

If 'Yes,' enter the name of the foreign country ™

See the instructions for exceptions and filing requirements for Form TD F 90-22.1, Report of Foreign Bank and
Financial Accounts.

BAA Form 990 (2006)
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Form 990 (2006) Narconon Stone Hawk 38-3646037 Page 8
[_Part VI | Other Information (continued) Yes | No
¢ At any time-during the calendar year, did the organization maintain an office outside of the United States? L91 c X
It 'Yes,' enter the name of the foreign country ~ »_ _
92 Section 4947(a)(1) nonexempt charitable trusts filing Form 990 in lieu of Form 1041 — Check here N/A >
and enter the amount of tax-exempt interest received or accrued during the tax year >I 92 | N/A
[ Part VIl | Analysis of Income-Producing Activities (See the instructions.)
Unrelated business income Excluded by section 512, 513, or 514

Note: Enter gross amounts unless
otherwise indicated A (B) C D

(E)
(A) © Related or exempt
Business code Amount Exctusion code Amount function iIncome

93 Program service revenue'

a Drug & Alcohal Rehab 11,762,458.

b

c

d

e

f Medicare/Medicaid payments

g Fees & contracts from government agencies
94 Membership dues and assessments
95 Interest on savings & temporary cash invmnts
96 Dividends & interest from secunities
97 Net rental income or (loss) from real estate

a debt-financed property

b not debt-financed property
98 Net rental income or (loss) from pers prop
99 Other investment income

100 Gain or (loss) from sales of assets
other than inventory

1071 Net income or (loss) from special events
102  Gross profit or (loss) from sales of inventory
103 Other revenue a

[ 2 - N s I -

104 Subtotal (add columns (B), (D), and (E)) 11,762,458.
105 Total (add line 104, columns (B), (D), and (E)) . > 11,762,458.
Note: Line 105 plus line le, Part I, should equal the amount on line 12, Part |
[Part VIlI| Relationship of Activities to the Accomplishment of Exempt Purposes (See the instructions.)

Line No. Explain how each activity for which income is reported in column (E) of Part VII contributed importantly to the accomplishment
v of the organization's exempt purposes (other than by providing funds for such purposes)

2 400 participants entered the program and completed the rehabilitation
successfully

[ PartIX |Information Regarding Taxable Subsidiaries and Disreqgarded Entities (See the instructions.)

A) B) © (D) (E)
Name, address, and EIN of corporation, Percentage of Nature of activities Total End-of-year
partnership, or disregarded entity ownership interest income assets
N/A 3
%
g
2
o

[ Part X |Information Regarding Transfers Associated with Personal Benefit Contracts (See the instructions.)
a Did the organization, during the year, receive any funds, directly or indirectly, to pay premiums on a personal benefit contract? . Yes WNO
b Did the organization, during the year, pay premiums, directly or indirectly, on a personal benefit contract? Yes No
Note: /f 'Yes' to (b), file Form 8870 and Form 4720 (see instructions)

BAA TEEAD108L 04/04/07 Form 990 (2006)




Nov 14 2007 12:57PM Narconon Stonehawk 269-963-2846 p.3
Nov 14 2007 10:42 RICHARD M TYRRELL 9897928095 ,' P.3
|
!
006) Narconon Stone Hawk 38-3646037 4. Page 9
Y Information Regarding Transfers To and From Controlled Entities. Com)plele only if the :
organization is a controlling organization as defined in section 512(b)(13 :
Yes| No
106 Did the repmbnq organization make any transfers to a contiotled enmy 23 deﬂned n sechon 512(b)(l3) of the Code? lf
'Yes,' complats the schedule below for each contolled entity ... ceebn e i e . X
z 2 ) ‘
N , add ., of each Emplo dentification Descrigtion of
“c‘::ntml;:gsenom; s Y Number transfer Amount ¢ transfer
;
N f
:
O I .
i
-
__________________________ {
C | o . e . e e H
] 3l |
Tolals : iy &
1y 4{
| Yes| No
707  Dld the reporting organizalion receive any transfers trom a oonlroﬂed ermty as deﬁned in sechon 512(b)(|3) of |he Code? lf!
‘Yes,' complele the schedule below for each controlled entity .. .. N X
o 2, 9
Name, address, of each Emplo tiftcstion Des: fon of |
controlied emity P umber transfer mm;@hm”"
!
—— - ——— - - .- —— - e - —— - —— 1

I ,
_____ e .

b T t
——————————— A - - — - T —— ;
_______ e ‘E

c i
= - o O - e - - A . e W e —— E

34 2 k :
Totals i ; i
E: 1
| Yes] No
108 Did the orga have a bindin wrtﬁen contract in efect on August 17, 2006, caverin tha mlenesl renls royalues, al {
annuitles Bésmbad}n ) questoal0/ above? ... ... .. ... ug ........ g Dy ..... m? X
- o :?3«%':‘ f%ma‘!g?onnrms ‘“mngﬁ?&‘f '“’Gr&"#?mm;‘%&%g}m s uny .3&" o my knowledge mdlhnha! ris
| |
e ————— Date |
ype of pnnt aams and Utre.
e |ogaee veresC AV ik i e
Pre- sgaive ™ Richard M. Tyrrel 11/08/07 omployea ~ [XIINJA |
arers |[finsomer Richard M. Tyrrel 285 Tns¥e—
se ’:j:,;.:,,m » 255 N. Center, Suite 5 / en_ > N/A )
Only |3ee-® Saginaw, NI 48638 ! Prone ro._ > (989) 792-1985
8AA Form 990 €2006)
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OMB No 1545-0047

Organization Exempt Under
Section 501(cX3)

(Except Private Foundation) and Section 501(e), 501(f), 501(k),
501(n), or 4947(aX1) z{onexempt Charita&le Trust 20 06

Supplementary Information — (See separate instructions.)

SCHEDULE A
(Form 990 or 990-E2)

Department of the Treasury

Internal Revenue Service > MUST be completed by the above organizations and attached to their Form 990 or 990-EZ.
Name of the organization Narconon Stone Hawk Employer identification numb
Rehabilitation Center 38-3646037
[Part | | Compensation of the Five Highest Paid Employees Other Than Officers, Directors, and Trustees
(See Instructions. List each one. If there are none, enter 'None.")
(a) Name and address of each (b) Title and average (c) Compensation| (d) Contributions (e) Expense
employee gald more hours per week t°| emplo%eg l%enef(ljt account and other
than $50,000 devoted to position pacr?mapnens:tlgrnre allowances

See Statement 8

459,994. 0. 0.

Total number of other employees paid
over $50,000 > 0

[Part Il — A | Compensation of the Five Highest Paid Independent Contractors for Professional Services
(See Instructions. List each one (whether individuals or firms). if there are none, enter 'None.')

(a) Name and address of each independent contractor paid more than $50,000 (b) Type of service (c) Compensation
Dena Goad _ _ __ ____________________________|
9233 S. 88th East Ave. Tulsa, OK 74133 Marketing 87,311.
Eric Mitchell ________ ___ __ ___ _____________
22381 Salem Ave Cypertino, CA 95014 Marketing 15,565.
James Notaro __ _ ________ __ _ ________________|
6253 Ordaz Ave. Henderson, NV 89015 Marketing 25,475.
Desiree Romero _ _ ___ ___ ____________________|
PO Box 70701 Houston, TX 77270 Marketing 67,818.
Mark Mchugh __ _ _____ ___________ __ __________]
1215 Higby St. Jackson, MI 49203 Software 55,484.
Total number of others receiving over
$50,000 for professional services > 0

[Part Il — B | Compensation of the Five Highest Paid Independent Contractors for Other Services
(List each contractor who performed services other than professional services, whether individuals or
firms. If there are none, enter 'None.' See instructions.)

(a) Name and address of each independent contractor paid more than $50,000 (b) Type of service (c) Compensation
Richard M. Tyrrell ____________ _____________|
255 N. Center Ste.#5 Saginaw, MI 48638 Acctg ,payroll & tax 34,032.

Total number of other contractors receving
over $50,000 for other services > 0
BAA For Paperwork Reduction Act Notice, see the Instructions for Form 990 and Form 990-EZ. Schedule A (Form 990 or 990-EZ) 2006

TEEAQ401L 01/19/07




Schedule A (Form 990 or 990-EZ) 2006 Narconon Stone Hawk 38-3646037 Page 2
Part il Statements About Activities (See instructions.) Yes| No

1 During the year, has the organization attempted to influence national, state, or local legislation, including any attempt
to influence public opinion on a legislative matter or referendum? If 'Yes,' enter the total expenses paid

or incurred 1n connection with the lobbying activities >$ N/A
(Must equal amounts on line 38, Part VI-A, or lne i of Part VI-B.) 1 X

Organizations that made an election under section 501(h) by filing Form 5768 must complete Part VI-A Other
organizations checking 'Yes' must complete Part VI-B AND attach a statement giving a detailed description of the
lobbying activities.

2 During the year, has the organization, either directly or indirectly, engaged in any of the following acts with any
substantial contributors, trustees, directors, officers, creators, key employees, or members of their famiies, or with any i
taxable organization with which any such person s affiliated as an officer, director, trustee, majority owner, or principal
beneficiary? (If the answer to any question 1s 'Yes,' attach a detailed statement explaining the transactions ) {

a Sale, exchange, or leasing of property? 2a X
b Lending of money or other extension of credit? 2b X
¢ Furnishing of goods, services, or facilities? 2c X
d Payment of compensation (or payment or reimbursement of expenses if more than $1,000)? 2d X
e Transfer of any part of its income or assets? 2e X
3a Did the organization make grants for scholarships, fellowships, student loans, etc? (If 'Yes,' attach an

explanation of how the organization determines that recipients qualify to receive payments.). 3a X

b Did the organization have a section 403(b) annuity plan for its employees? 3b X

¢ Did the organization receive or hold an easement for conservation purposes, including easements
to preserve open space, the environment, historic land areas or historic structures? If

'Yes,' attach a detalled statement 3c X

d Did the organization provide credit counseling, debt management, credit repair, or debt negotiation services? 3d X
4a Dud the organization maintain any donor advised funds? If 'Yes,' complete lines 4b through 4g If ‘No,' complete lines

4f and 49 4a X
b Did the organization make any taxable distributions under section 4966? 4b| N/A
c

Did the organization make a distribution to a donor, donor advisor, or related person? . 4c NYA
d Enter the total number of donor advised funds owned at the end of the tax year > N/A
e Enter the aggregate value of assets held n all donor advised funds owned at the end of the tax year > N/A

f Enter the total number of separate funds or accounts owned at the end of the tax year (excluding donor advised
funds included on line 4d) where donors have the right to provide advice on the distribution or investment of
amounts 1n such funds or accounts > 0

g Enter the aggregate value of assets held in all funds or accounts included on line 4f at the end of the tax year * 0.

BAA TEEA0402L 04/04/07 Schedule A (Form 990 or Form 990-EZ) 2006




Schedule A (‘Fo-rm 990 or 990-EZ) 2006 Narconon Stone Hawk 38-3646037 Page 3
Part IV Reason for Non-Private Foundation Status (See instructions.)

| certify that the organization is not a private foundation because 1t 1s* (Please check only ONE applicable box )

5 D A church, convention of churches, or association of churches Section 170(b)(1)(A)()
6 D A school Section 170(b)(1)(A)(1) (Also complete Part V.)

7 D A hospital or a cooperative hospital service organization. Section 170(b)(1)(A)(i).

8 [___I A federal, state, or local government or governmental unit Section 170(b)(1)(A)(v).

9 D A medical research organization operated in conjunction with a hospital. Section 170(b)(1)(A)(i) Enter the hospital's name, city,
and state > ,

10 D An organization operated for the benefit of a college or university owned or operated by a governmental umit Section 170(b)(1)(A)(iv)
(Also complete the Support Schedule in Part IV-A.)

Ma D An organization that normally receives a substantial part of its support from a governmental unit or from the general public.
Section 170(b)(1)(A)(v1) (Also complete the Support Schedule in Part IV-A)

11b [:l A community trust Section 170(b)(1)(A)(v1). (Also complete the Support Schedule in Part IV-A)

12 l:l An organization that normally receives: (1) more than 33-1/3% of its support from contributions, membership fees, and gross receipts
from activities related to its charitable, etc, functions — subject to certain exceptions, and (2) no more than 33-1/3% of its support
from gross investment income and unrelated business taxable income (less section 511 tax) from businesses acquired by the
organization after June 30, 1975 See section 509(a)(2) (Also complete the Support Schedule in Part IV-A))

13
An organization that 1s not controlled by any disqualfied persons (other than foundation managers) and otherwise meets the
requirements of section 509(a)(3) Check the box that describes the type of supporting organization »

HType | I_IType 1l |Y|Type IlI-Functionally Integrated ‘—lType I1-Other
Provide the following information about the supported organizations. (See instructions )
(a) ® (c) (d) (e)
Name(s) of supported Employer identification Type of Is the supported Amount of
organization(s) number (EIN) organization (described | organization listed in support
in lines 5 through 12 the supporting
above or IRC section) organization's
governing

documents?

Yes No

Total . . > 0.

14 ﬂ An organization organized and operated to test for public safety. Section 509(a)(4) (See instructions )
BAA Schedule A (Form 990 or 990-EZ) 2006

TEEAQ407L 01/22/07




Schedule A (Form 990 or 990-EZ) 2006 Narconon Stone Hawk 38-3646037 Page 4

Part IV-A lSupport Schedule (Complete only if you checked a box on line 10, 11, or 12 ) Use cash method of accounting.
Note: You may use the worksheet in the instructions for converting from the accrual to the cash method of accounting

Calendar year (or fiscal year

(b) (d) Q)

a) C
beginning’in) > 2805 2004 2883 2002 Total

15

Gifts, grants, and contributions
received (Do not include
unusual grants See line 28) N/A

16

Membership fees received

17

Gross receipts from admissions,
merchandise sold or services performed,
or furnishing of facilities in any activity
that 1s related to the organization's
charitable, etc, purpose

18

Gross tncome from interest, dividends,
amounts received from payments on
securihies foans (section 512(a)(5)),
rents, royalties, and unrelated business
taxable income (less section 511 taxes)
from businesses acquired by the organ-
1zation after June 30, 1975

19

Net income from unrelated business
activities not included in line 18

20

Tax revenues levied for the
organization's benefit and
either paid to 1t or expended
on its behalf

21

The value of services or
facilities furnished to the
organization by a governmental
unit without charge. Do not
include the value of services or
facilities generally furnished to
the public without charge

Other iIncome Attach a
schedule. Do not include
gain or (loss) from sale of
captital assets.

23

Total of lines 15 through 22

24

Line 23 minus line 17

25

Enter 1% of line 23 |

26

Organizations described on lines 10 or 11: a Enter 2% of amount in column (e), line 24 N/A > 26a

b Prepare a list for your records to show the name of and amount contnibuted by each person (other than a governmental unit or publicly J
supported organization) whose total gifts for 2002 through 2005 exceeded the amount shown in line 26a Do not file this list with your
return. Enter the total of all these excess amounts >| 26b

¢ Total support for section 509(a)(1) test. Enter line 24, column (e) . > 26¢
d Add Amounts from column (e) for lines: 18 19 B

22 26b 26d
e Public support (line 26¢c minus line 26d total) > 26e
f Public support percentage (line 26e (numerator) divided by line 26c (denominator)) > 26f %

27

Organizations described on line 12:  N/A

a For amounts included in lines 15, 16, and 17 that were received from a 'disqualified person,' prepare a list for your records to show the
name of, and total amounts received in each year from, each 'disqualified person.' Do not file this list with your return. Enter the sum of
such amounts for each year
(2005) (2004) (2003) (2002)

bFor any amount included 1n ine 17 that was received from each person (other than ‘disqualified persons'), prepare a list for your records
to show the name of, and amount received for each year, that was more than the larger of (1) the amount on line 25 for the year or (2)
$5,000. (Include in the list organizations described in lines 5 through 11b, as well as individuals.) Do not file this list with your return.
After computing the difference between the amount received and the larger amount described in (1) or (2), enter the sum of these
differences (the excess amounts) for each year

(005 _ ___________ 009 _ 003 002y _ _ __ _________
¢ Add Amounts from column (e) for lines 15 16
17 20 21 27¢
d Add Line 27a total . and line 27b total 27d
e Public support (line 27¢ total minus line 27d total) . > 27e
f Total support for section 509(a)(2) test: Enter amount from line 23, column (g) >| 271 |
g Public support percentage (line 27e (numerator) divided by line 27f (denominator)) > 27¢g %
h Investment income percentage (line 18, column (e) (numerator) divided by line 27f (denominator)) > 27h %

28

Unusual Grants: For an organization descnibed in hne 10, 11, or 12 that received any unusual grants during 2002 through 2005, prepare a
list for your records to show, for each year, the name of the contributor, the date and amount of the grant, and a brief description of the
nature of the grant Do not file this list with your return. Do not include these grants in line 15. N/A

BAA TEEAG403L 01/19/07 Schedule A (Form 990 or 990-EZ) 2006




Schedule A (Form 990 or 990-EZ) 2006 Narconon Stone Hawk 38-3646037

Page 5
[Part-V [ Private School Questionnaire (See instructions.)
(Ta be completed ONLY by schools that checked the box on line 6 in Part IV) N/A
Yes | No
29 Does the organization have a racially nondiscriminatory policy toward students by statement in its charter, bylaws,
other governing instrument, or in a resolution of its governing body? 29
30 Does the organization include a statement of its racially nondiscriminatory policy toward students in all its brochures,
catalogues, and other written communications with the public dealing with student admissions, programs, —
and scholarships? 30
31 Has the organization publicized its racially nondiscriminatory policy through newspaper or broadcast media during
the period of solicitation for students, or during the registration period if it has no solicitation program, in a way that
makes the policy known to all parts of the general community it serves? 31
If 'Yes,' please describe, If 'No,' please explain. (If you need more space, attach a separate statement )
32 Does the organization mamntam the followng T
a Records indicating the racial composition of the student body, faculty, and administrative staff? 32a
b Records documenting that scholarships and other financial assistance are awarded on a racially
nondiscriminatory basis? . 32b
c CO?‘IGS of all catalogues, brochures, announcements, and other wrnitten communications to the public dealing
with student admissions, programs, and scholarships? 32¢
d Copies of all material used by the orgamzation or on its behalf to solicit contributions? 32d
If you answered 'No' to any of the above, please explain (If you need more space, attach a separate statement.)
33 Does the organization discriminate by race in any way with respect to:
a Students' rights or privileges? 33a
b Admissions policies? 33b
¢ Employment of faculty or administrative staff? 33c
d Scholarships or other financial assistance? 33d
e Educational policies? 33e
f Use of facilities? 33f
g Athletic programs? 33g
h Other extracurricular activities? 33h
If you answered 'Yes' to any of the above, please explain. (If you need more space, attach a separate statement ) }
34a Does the organization receive any financial aid or assistance from a governmental agency? 34a
b Has the organization's right to such aid ever been revoked or suspended? 34b
If you answered 'Yes' to either 34a or b, please explain using an attached statement ’
35 Does the organization certify that it has complied with the applicable requirements of
sections 4 01 through 4 05 of Rev Proc 75-50, 1975-2 C B. 587, covering racial
nondiscrimination? If ‘No," attach an explanation 35

BAA TEEAD404L  01/19/07

Schedule A (Form 990 or 990-EZ) 2006




Schedule A (Fc-rm 990 or 990-EZ) 2006

Narconon Stone Hawk 38-3646037 Page 6
[Part-VI-A_[Lobbying Expenditures by Electing Public Charities (see instruct
(T o_be){:on?pleteg ONLY by an exglble orga?uzatlon that filed Form(Sggsl)nS ructons) N/A

Check » a ﬂ if the organization belongs to an affiliated group

Check ™ b I if you checked ‘a' and 'hmited control' provisions apply.

Limits on Lobbying Expenditures

(@)
Affihated group
totals

(b)
To be completed
for all electing
organizations

(The term 'expenditures' means amounts paid or incurred )
36 Total lobbying expenditures to influence public opinion (grassroots lobbying) 36
37 Total lobbying expenditures to influence a legislative body (direct lobbying) 37
38 Total lobbying expenditures (add lines 36 and 37) 38
39 Other exempt purpose expenditures 39
40 Total exempt purpose expenditures (add lines 38 and 39) 40

41 Lobbying nontaxable amount Enter the amount from the following table —
If the amount on line 40 is — The lobbying nontaxable amount is —
Not over $500,000 20% of the amount on line 4Q
Over $500,000 but not over $1,000,000 $100,000 plus 15% of the excess over $500,000

Over $1,000,000 but not over $1,500,000 $175,000 plus 10% of the excess over $1,000,000 41
Over $1,500,000 but not over $17,000,000 $225,000 plus 5% of the excess over $1,500,000
Over $17,000,000 $1,000,000

42 Grassroots nontaxable amount (enter 25% of line 41)

42
43 Subtract hine 42 from line 36 Enter -0- f ine 42 1s more than line 36 . 43
44 Subtract ine 41 from line 38 Enter -0- if ine 41 1s more than line 38 44

Caution: /f there is an amount on either line 43 or line 44, you must file Form 4720

4 -Year Averaging Period Under Section 501(h)

(Some organizations that made a section 501(h) election do not have to complete all of the five columns below

See the instructions for lines 45 through 50.)

Lobbying Expenditures During 4 -Year Averaging Period

Calendar year (a)
(or fiscal year 2006
beginning in) >

(b) (©)
2005 2004

(d)
2003

()
Total

45 Lobbying nontaxable
amount

46 Lobbg'mg celling amount
(150% of line 45(e))

47 Total lobbying
expenditures

48 Grassroots non-
taxable amount

49 Grassroots celling amount
(150% of line 43(e))

50 Grassroots lobbying
expenditures

[Part VI-B_[Lobbying Activity by Nonelecting Public Charities

(For reporting only by organizations that did not complete Part VI-A) (See instructions )

N/A

During the year, did the organization attempt to influence national, state or local legislation, including any
attempt to influence public opinion on a legislative matter or referendum, through the use of-

a Volunteers

b Paid staff or management (Include compensation in expenses reported on lines ¢ through h.)

¢ Media advertisements

d Mailings to members, legislators, or the public

e Publications, or published or broadcast statements

t Grants to other organizations for lobbying purposes

g Direct contact with legislators, their staffs, government officials, or a legislative body

h Rallies, demonstrations, seminars, conventions, speeches, lectures, or any other means

i Total lobbying expenditures (add Iines ¢ through h.)

If 'Yes' to any of the above, also attach a statement giving a detailed description of the lobbying activities

Yes | No

Amount

BAA

TEEAQ405L 01/19/07

Schedule A (Form 990 or 990-EZ) 2006




Schedule A (Form 990 or 990-E2) 2006 Narconon Stone Hawk 38-3646037 Page 7

[Part VIl [information Regarding Transfers To and Transactions and Relationships With Noncharitable
Exempt Organizations (See instructions)

51 Dud the reporting or%anlzahon directly or indirectly engage in any of the following with any other organization described in section 501(c)
of the Code (other than section 501(c)(3) organizations) or in section 527, relating to political organizations?

a Transfers from the reporting organization to a nonchantable exempt organization of Yes| No
(i)Cash 51a( X
(ii)Other assets .. a (ii X

b Other transactions
(i)Sales or exchanges of assets with a nonchantable exempt organization b (i) X
(iiyPurchases of assets from a noncharitable exempt organization b (i) X
(iii)Rental of faciities, equipment, or other assets b (jii) X
(iv)Reimbursement arrangements . b (iv) X
(v)Loans or loan guarantees b (v) X
(vi)Performance of services or membership or fundraising solicitations. b (vi) X
¢ Sharing of facilities, equipment, mailing lists, other assets, or paid employees c X

d If the answer to any of the above 1s 'Yes,' complete the following schedule. Column (b) should always show the fairr market value of
the %oods, other assets, or services given by the re ortln?dor anization If the organization received less than fair market value in
umn

any transaction or sharing arrangement, show in co ) the value of the goods, other assets, or services received
(a) (b) (c) (d
Line no. Amount involved Name of noncharitable exempt organization Description of transfers, transactions, and sharing arrangements
N/A|
52a |s the organization directly or indirectly affiliated with, or related to, one or more tax-exempt organizations
described n section 501(c) of the Code (other than section 501(c)(3)) or In section 5277 .. > I:] Yes No
b If 'Yes,' complete the following schedule
(a) (b) (©)
Name of organization Type of organization Description of relationship
N/A
BAA Schedule A (Form 990 or 990-EZ) 2006
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Nov 14 2007 12:57PM Narconon Stonehauwk 269-963-2848 p-2
Nov 14 2007 10:42 RICHARD M TYRRELL 89897328095 I p.2
]
Fem 311TH Application for Change in Accounting Method i
OMB No. 1546 0152
{Rav Decambar 2003) 1
Departmant of e Trzauxy
intarnal Revenve Sence
Namve of fler (nare of pazen) ,' aton 119 consolidated gioun) ($8e wsirictions) Menlification nurmber (see Metuctions)
38-3646037
Principa) dusiriess aCbvy code mamber (ses instructions) !
Narconon Stone Bawk 624100 )
Number, stieet, ardsoam or sute no It a P O box, sae the instructiang. Tan yags of change beglne PWDDYYYYY) 1_{0_]_/2006_ i
216 St Marys Lake Rd [Tax yeur of changs ends (MM DDTY VYY) 12/31/2006 l

Cily ¢ town, s\ats, and P Cooe

Battle Creek, MI 43017 Richard M Tyrrell

Name of spplizanks) (if ddferent than liler) and tdenbification aumber(s) (ses instructions)

1
Name of comatt person (see instructions) E
.

t
989-792-1985 I
If the apphcant 1s a membar of a consolidated group, checkthisbox .. ..... .. . ... .. e e e .. ™

1f Form 2848, Power of Attorney and Dedlaration ot Rapresentative, 1s attached, check this box N
Check the hax to Indicate Check the appropriate box o indicste the type of accounfing
the applicant. Cooperative (Section 1381) | methad change beinp requested. (ses wisiructions) !
Individual Partnership |
Cormporation S corporslion Depreciahion or Amortization '
Conttofied kreign conporation (Seclivn 957) Insurance company (Section 416(s)) financial Products and/or Financial Aclivilies of i
W/SD coporstion (S ection HOHINDIEY) Insuance company {Sechion 43%) Financial Insttutions ;
Qualitied personal service Other (specity)™ Cther (specity) . *» !
corporaho% (Section 348(d)(@)) R 1 D il ST T
(X Exempt organization. €nter Code section * s01(ey3 __ } ~ T T TTTToTmTTTmTmTETTT ! T

Caution: The licant must provide the requested information 10 be sligible for approval of the requested accourtting method chanje The
applicant may be required fo provide informalion specific o the accounting method change such as an attached statement The apjlicant must
arovide all informalion relevant to the reguestet accounting mathod change, 8ver. if not specificady requested By the Form 3115

' Yes | No

E124Information For Automatic Change Reguest

1 Entes the requested designated accounting method change number from the List of Axtornatic Accounting Method Changes
(see instructions) Enter only one methad change number, except as provided for in the instructions. if the requested change
is not included in that hisl, check "Other,’ and provide a description,

» (a) Change No. 33 {b) Other D Descriplion >
2 s the accourting melhod change being requested ane for which the scope limitations of secbian 4,02 ot Rev Proc 2002-9 (or i
its successor) do notapply? ... .. .... e e tee e e e reaeene e e enee eiieeeiieaaes ; X
If "Yes,' go to Panl i,
3 s the tax year of change the tinal tax year of a trade or business for which ihe taxpayes would be required fo take the enlire
amount of the seclion 481(a) adjustment into account in compuling taxable income?  .........  .....oen ceiiens oo
If 'Yes,' the applicant Is not eligible to make the change under astomatic change request procedures.
Note: C tets Pant Il below and then Part (V, and also Schedules A through E of this form (if applcabls).
# Information for All Requests

4a Does the applicant (or any present or former consolidated group in which the applicani was a member dunng the applicable |
tax yeac(s)) have any Federal income tax refurn(s) under examination (see instructions)? ...... .. .. s e e e i X

SO,

Yes | No

if you answered 'No’, go to ine 5.

b Is the method of accounting tha applicant is requesting to change an 1ssue (with respect fo either the applicani or any p:eser{t
or Tormer consolidated group in which the apglicanl was a member dunng the appheable tax year(s)) ether (1) under {
considerabon oy (i) placed in suspense (see INSructions)? .. ... .. cii iiiaiieer oo e s e o ... " X
1
1
Signature (see instructions) H
be), the spplication

hined this appBeatian, ing! acoompan schedudes und stetsowaots, and, to the best of ry knowledge and bel
hlon, and i {s true, cemect, a mplo&. seation of prepares (sther than appiican) is based on sl infsonation of Which praparer
i

Preparer (other than lilerlapplicant)

— e - D e = R P . - A - o T - - — e ———

Signature of individusl preparing the spplcetaon sad dati

.....

________ Richa*d M. Tyrrell _ ______ _____._____.
Nampend UBe (primk ar o) T T T T T T Nene of ndWldust preparing the applicalio n @rim of type)
Richard M. Tyrrell Tax Cnslt !
255 N. Center, Suite 5§ i

Name of firm prepaiing the applicatien i

BAA For Privacy Act and Paperwork Reduction Act Notice, see the instructions, Form 3115 fev 12-2003)
FOIZI2IL 1172908 l

|




Form 3115 (Rev12-2003) Narconon Stone Hawk 38-3646037 Page 2
[Part Il [Information For All Requests (continued) Yes | No
4c |s the method of accounting the applicant s requesting to change an i1ssue pending (with respect to erther the applicant or any t
present or former consolidated group 1n which the applicant was a member during the applicable tax year(s)) for any tax year |——}——
under examination (see instructions)? . X
d Is the request to change the method of accounting being filed under the procedures requinng that the operating division
director consent to the filing of the request (see instructions)? . X
If 'Yes,' attach the consent statement from the director. _J
e Is the request to change the method of accounting being filed under the 90-day or 120-day window period? X
If 'Yes,' check the box for the applicable window period and attach the required statement (see instructions).
[] 90day [] 120 day
f If you answered 'Yes' to line 43, enter the name and telephone number of the examining agent and the tax year(s) under examination. i
Name *» Telephone number » Tax year(s) > I
g Has a copy of this Form 3115 been provided to the examining agent identified on line 4f? X
5a Does the applicant (or any present or former consolidated group in which the applicant was a member during the applicable
tax year(s)) have any Federal income tax return(s) before Appeals and/or a Federa! court? X

If 'Yes,' enter the name of the (check the box) D Appeals officer and/or D counsel for the government, and the tax
year(s) before Appeals and/or a Federal court.
Name *» Telephone number » Tax year(s) >

b Has a copy of this Form 3115 been provided to the Appeals officer and/or counsel for the government identified on line 5a?

C Is the method of accounting the applicant Is requesting to change an issue under consideration by Appeals and/or a Federal
court (for either the applicant or any present or former consolidated group in which the applicant was a member for the tax
year(s) the applicant was a member)?

If 'Yes', attach an explanation.

6 If the applicant answered 'Yes' to line 4a and/or 5a with respect to any present or former consolidated group, provide each
parent corporation's (a) name, (b) identification number, (c) address, and (d) tax year(s) during which the applicant was a
member that 1s under examination, before an Appeals office, and/or before a Federal court

7 If the applicant 1s an entity (tincluding a imited liabihty company) treated as a partnership or S corporation for Federal income
tax purposes, Is 1t requesting a change from a method of accounting that 1s an 1ssue under consideration in an examination,
before Ap;_),eals, or before a Federal court, with respect to a Federal income tax return of a partner, member, or shareholder of
that entity

If 'Yes,' the applicant i1s not eligible to make the change
8 Is the applicant making a change to which audit protection does not apply (see instructions)?
9a Has the applicant, its predecessor, or a related party requested or made (under either an automatic change procedure or a

procedure requiring advance consent) a change in accounting method within the past 5 years (including the year of the
requested change)?

bIf 'Yes, attagh a description of each change and the year of change for each separate trade or business and whether consent
was obtained.

c If any application was withdrawn, not perfected, or denied, or if a Consent Agreement was sent to the taxpayer but was
not signed and returned to the IRS, or If the change was not made or not made in the requested year of change, include
an explanation.

10a Does the applicant, its predecessor, or a related party currently have pending any request (including any concurrently filed

request) for a private letter ruling, change in accounting method, or technical advice?

b If 'Yes,' for each request attach a statement providing the name(s) of the taxpayer, identification number(s), the type of
request (private letter ruling, change in accounting method, or technical advice), and the specific 1ssue(s) in the request(s).

11 Is the applicant requesting to change its overall method of accounting?

If 'Yes,' check the appropriate boxes below to indicate the applicant's present and proposed methods of accounting. Also,
complete Schedule A on page 4 of the form.

Present method: Cash |:] Accrual D Hybrid (attach description)
Proposed method: D Cash Accrual |:] Hybrid (attach description)
12 {Lthfe ﬁ\pphcant 1s not changing its overall method of accounting, attach a detailed and complete description for each of
e following

a The item(s) being changed
b The applicant's present method for the item(s) being changed.
¢ The applicant's proposed method for the item(s) being changed

d The applicant's present overall method of accounting (cash, accrual, or hybrid).
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Form 3115 (Rev 12-2003) Narconon Stone Hawk 38-3646037

Page 3

[ Part Il [Information For All Requests (continued)

Yes

No

13 Attach a detailed and complete description of the applicant’s trade(s) or business(es), and the principal business activity code
for each. If the applicant has more than one trade or business as defined in Regulations section 1.446-1(d), describe: whether
each trade or business i1s accounted for separately, the goods and services provided by each trade or business and any other
types of activities engaged in that generate gross income, the overall method of accounting for each trade or business; and
which trade or business is requesting to change its accounting method as part of this application or a separate application.

See Attachment 1

14 Will the proposed method of accounting be used for the applicant's books and records and financial statements?
For insurance companies, see the instructions

If ‘No,’ attach an explanation.

15a Has the applicant engaged, or will it engage, In a transaction to which section 381(a) applies (e ? , @ reorganization, merger,
or |ItQUId3aél?(nb))(d1L)I[’lng the proposed tax year of change determined without regard to any potential closing of the year under
section ..

b If ‘Yes,' for the items of income and expense that are the subject of this application, attach a statement identifying the
methods of accounting used by the parties to the section 381(a) transaction immediately before the date of distribution or
tLansferIand the method(s) that would be required by section 381(c)() or (c)(5) absent consent to the change(s) requested In
this application

16 Does the applicant request a conference of right with the IRS National Office if the IRS proposes an adverse response?

17 If the applicant I1s changing to or from the cash method or changing its method of accounting under sections 263A, 448, 460,
or 471, enter the gross receipts of the 3 tax years preceding the year of change

1st preceding 2nd preceding 3rd preceding
year ended mo 12 yr 2005 |yearended mo 12 yr 2004 |yearended mo 12 yr 2003

$ 7,749,754, $ 5,135,022. $ 3,059,668.

[ Part Il [Information For Advance Consent Request

Yes

18 s the applicant's requested change described in any revenue procedure, revenue ruling, notice, regulation, or other published
guidance as an automatic change request?

If ‘Ye%,‘ attach an explanation describing why the applicant 1s submitting its request under advance consent request
procedures

19 Attach a full explanation of the legal basis supporting the proposed method for the item being changed. Include a detailed
and complete description of the facts that explains how the law specifically applies to the applicant's situation and that
demonstrates that the applicant 1s authorized to use the proposed method. Include all authority (statutes, regulations,
published rulings, court cases, etc ) supporting the proposed method The applicant should include a discussion of any
authortties that may be contrary to its use of the proposed method

20 Attach a copy of all documents related to the proposed change (see instructions)

21 Attach a statement of the applicant's reasons for the proposed change

22 |If the applicant Is a member of a consohdated group for the year of change, do all other members of the consolidated group
use the proposed method of accounting for the item being changed?
If 'No', attach an explanation

23 aEnter the amount of user fee attached to this application (see instructions) ™ $

b If the applicant qualifies for a reduced user fee, attach the necessary information or certification required by Rev Proc 2003-1
(or its successor) (see instructions)

| Part IV |Section 481(a) Adjustment

Yes

No

24 Do the procedures for the accounting method change being requested require the use of the cut-off method?
If 'Yes,' do not complete lines 25, 26, and 27 below.
25 Enter the section 481(a) adjustment Indicate whether the adjustment 1s an increase (+) or a decrease (-) In

income ™ $ 0. Attach a summary of the computation and an explanation of the methodology used

to determine the section 481(a) adjustment If it 1s based on more than one component, show the computation for each
component If more than one applicant 1s applying for the method change on the same application, attach a list of the
name, 1dentification number, principal business activity code (see instructions), and the amount of the section 481(a)
adjustment attributable to each applicant

26 If the section 481(a) adjustment 1s an increase to iIncome of less than $25,000, does the applicant elect to take the entire
amount of the adjustment into account in the year of change?

27 |s any part of the section 481(a) adjustment attributable to transactions between members of an affiliated group, a
consolidated group, a controlled group, or other related parties? .

If 'Yes', attach an explanation.

BAA Form 3115 (Rev 12-2003)
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Form 3115 (Rev 12-2003) Narconon Stone Hawk 38-3646037 Page 4
Schedule A — Change in Overall Method of Accounting (If Schedule A applies, Part | below must be completed )
{_Partl [Change in Overall Method (see instructions)

1 Enter the following amounts as of the close of the tax year preceding the year of change If none, state 'None ' Also, attach a statement
providing a breakdown of the amounts entered on lines 1a through 1g

See Attachment 2 Amount

a Income accrued but not receved $ 732,050.
b Income received or reported before it was earned. Attach a description of the income and the legal basis for the

proposed method See Attachment 3 646,926.
¢ Expenses accrued but not paid 525,509.
d Prepaid expenses previously deducted 5,000.
e Supplies on hand previously deducted and/or not previously reported . . None
f Inventory on hand previously deducted and/or not previously reported Complete Schedule D, Part Il None
g Other amounts (spectfy) »__ None
h Net section 481(a) adjustment (Combine lines 1a — 1g.) $ 1,909,485.

2 |s the applhcant also requesting the recurring item exception under section 461(h)(3)? Yes D No

3 Attach copies of the profit and loss statement (Schedule F (Form 1040) for farmers) and the balance sheet, If applicable, as of the close
of the tax (ear preceding the year of change. On a separate sheet, state the accounting method used when preparing the balance sheet.
If books of account are not kept, attach a copy of the business schedules submitted with the Federal income tax return or other return
(e ?1 tax-exempt organization returns) for that period. If the amounts in Part |, lines 1a through 1g, do not agree with those shown on
both the profit and loss statement and the balance sheet, explain the differences on a separate sheet
[ Partll [Change to the Cash Method For Advance Consent Request (see instructions)
Applicants requesting a change to the cash method must attach the following information.

1 A description of mventorg items (tems whose production, purchase, or sale 1s an income-producing factor) and matenals and supplies
used n carrying out the business

2 An explanation as to whether the applicant is required to use the accrual method under any section of the Code or regulations
Schedule B — Change in Reporting Advance Payments (see instructions)

1 If the applicant 1s requesting to defer advance payment for services under Rev Proc 71-21, 1971-2 CB 549, attach the
following information®
a Sample copies of all service agreements used by the applicant that are subject to the requested change in accounting method. Iindicate
the particular parts of the service agreement that require the taxpayer to perform services
b If any parts or matenals are provided, explain whether the obligation to provide parts or materials 1s incidental (of minor or secondary
importance) to an agreement providing for the performance of personal services See Attachment 4

¢ If the change relates to contingent service contracts, explain how the contracts relate to merchandise that i1s sold, leased, installed, or
constructed by the applicant and whether the applicant offers to sell, lease, install, or construct without the service agreement

d A description of the method the applicant will use to determine the amount of iIncome earned each year on service contracts and why that
method clearly reflects income earned and related expenses in each year

e An explanation of how the method the applicant will use to determine the amount of gross receipts each year will be no less than the
amount included in gross receipts for purposes of its books and records See section 3 11 of Rev Proc 71-21

2 If the applicant 1s requesting a deferral of advance payments for goods under Regulations section 1 451-5, attach the
following information

a Sample copies of all agreements for goods or items requmn? advance payments used by the applicant that are subject to the requested
change in accounting method Indicate the particular parts of the agreement that require the applicant to provide goods or items

b A statement providing that the entire advance payment is for goods or items If not entirely for goods or items, a statement that an
amount equal to 95% of the total contract price i1s properly allocable to the obligation to provide activities described in Regulations section
1.451-5@@)(1)(1) or (n) (including services as an integral part of those activities).

¢ An explanation of how the method the applicant will use to determine the amount of gross receipts each year will be no less than the
amount included in gross receipts for purposes of its books and records See Regulations section 1.451-5(b)(1)
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Form 3115 (Rev 12-2003) Narconon Stone Hawk 38-3646037 Page 5
Schedule C — Changes Within the LIFO Inventory Method (see instructions)
{ Partl [General LIFO Information

Complete this section if the requested chan?e involves changes within the LIFO inventory method. Also, attach a copy of all Forms 970,
Applicatiom To Use LIFO Inventory Method, filed to adopt or expand the use of the LIFO method

1 Attach a description of the applicant's present and proposed LIFO methods and submethods for each of the following items.
a Valuing inventory (e g., umt method or dollar-value method)
b Pooling (e g, by line or type or class of goods, natural business unit, multiple pools, raw matenal content, simplified dollar-value method,
inventory price index computation (IPIC) pools, etc)
¢ Pricing dollar-value pools (e.g., double-extension, index, link-chain, link-chain index, IPIC method, etc).

d Determining the current year cost of goods in the ending inventory (e g , most recent purchases, earliest acquisthions during the year,
average cost of purchases during the year, etc)

2 |f any present method or submethod used by the applicant is not the same as indicated on Form(s) 970 filed to adopt or expand the use of
the method, attach an explanation
3 If the proposed change is not requested for all the LIFO inventory, specify the inventory to which the change is and i1s not applicable
4 |f the proposed change Is not requested for all of the LIFO pools, specify the LIFO pool(s) to which the change 1s applicable.
5 Attach a statement addressing whether the applicant values any of its LIFO inventory on a method other than cost For example, if the

applicant values some of its LIFO inventory at retail and the remainder at cost, the applicant should identify which inventory items are
valued under each method.

6 If changing to the IPIC method, attach a completed Form 970 and a statement indicating the indexes, tables, and categories the applicant
proposes to use
| Partll_|Change in Pooling Inventories

1 If the applicant is proposing to change its pooling method or the number of pools, attach a description of the contents of, and state the
base year for, each dollar-value pool the applicant presently uses and proposes to use

2 |f the applicant 1s proposing to use natural business unit (NBU) pools or requesting to change the number of NBU pools, attach the
following information (to the extent not already provided) in sufficient detail to show that each proposed NBU was determined under
Regulations section 1 472-8(b)(1) and (2):

a A description of the types of products produced by the applicant If possible, attach a brochure
b A description of the types of processes and raw materials used to produce the products in each proposed pool

¢ If all of the products to be included in the proposed NBU pool(s) are not produced at one facility, the applicant should explain the reasons
for the separate facilities, indicate the location of each facility, and provide a description of the products each facility produces

d A description of the natural business divisions adopted by the taxpayer State whether separate cost centers are maintained and if
separate profit and loss statements are prepared

€ A statement addressing whether the applicant has inventones of items purchased and held for resale that are not further processed by the
applicant, including whether such items, if any, will be included in any proposed NBU pool.

f A statement addressing whether all items including raw maternials, goods-in-process, and finished goods entering into the entire inventory
investment for each proposed NBU pool are presently valued under the LIFO method Describe any items that are not presently valued
under the LIFO method that are to be included in each proposed pool.

g A statement addressing whether, within the proposed NBU pool(s), there are items both sold to unrelated parties and transferred to a
different unit of the applicant to be used as a component part of another product prior to final processing

3 If the apphlicant I1s engaged in manufacturing and 1s proFosmg to use the multiple pooling method or raw matenal content pools,
attach information to show that each proposed pool will consist of a group of items that are substantially similar See Regulations
section 1.472-8(b)(3)

4 If the applicant 1s engaged In the wholesaling or retailing of goods and 1s requesting to change the number of pools used, attach
information to show that each of the proposed pools I1s based on customary business classifications of the applicant's trade or business
See Regulations section 1.472-8(c).
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Form 3115 (Rev 12-2003) Narconon Stone Hawk 38-3646037 Page 6

Schedule D — Change in the Treatment of Long-Term Contracts Under Section 460, Inventories, or Other Section
263A ‘Assets (see instructions)

l PanLI Change in Reporting Income From Long-Term Contracts (Also complete Part Il on pages 7 and 8.)

1 To the extent not already provided, attach a description of the applicant's present and proposed methods for reporting
income and expenses from long-term contracts if the applicant 1s a construction contractor, include a detailed
description of its construction activities

2a Are the applicant's contracts long-term contracts as defined in section 460(f)(1) (see instructions)? Yes No
b If 'Yes," do all the contracts qualify for the exception under section 460(e) (see instructions)? No
If ine 2b 1s 'No," attach an explanation

Yes

c If ine 2b 1s 'Yes,' I1s the applicant requesting to use the percentage-of-completion method using cost-to-cost under
Regulations section 1 460-4(b)? .

D Yes D No
d If line 2¢ 1s 'No," is the applicant requesting to use the exempt-contract percentage-of-completion method under
Regulations section 1.460-4(c)(2)? E]Yes D No

If ine 2d 1s 'Yes,' explain what cost companson the applicant will use to determine a contract's completion factor
If ine 2d 1s 'No," explain what method the applicant 1s using and the authonity for its use
3a Does the applicant have long-term manufacturing contracts as defined in section 460(f)(2)? DYes D No
b If 'Yes,' explain the applicant's present and proposed method(s) of accounting for long-term manufacturing contracts.
¢ Describe the applicant's manufacturing activities, including any required installation of manufactured goods.
4 To determine a contract's completion factor using the percentage-of-completion method.
a Will the applicant use the cost-to-cost method in Regulations section 1 460-4(b)? |:|Yes DNo

b If ine 4a 1s 'No,' 1s the applicant electing the simplified cost-to-cost method (see section 460(b)(3) and Regulations
section 1 460-5(c))? I:]Yes DNo

5 Attach a statement indicating whether any of the applicant's contracts are either cost-plus long-term contracts or Federal
long-term contracts

[_Partll |[Change in Valuing Inventories Including Cost Allocation Changes (Also complete Part Il on pages 7 and 8)
1 Attach a description of the inventory goods being changed.
2 Attach a description of the inventory goods (if any) NOT being changed.

3 If the applicant 1s subject to section 263A, 1s its present inventory valuation method in compliance with section 263A

(see instructions)? |_ Yes |_| No
Inventory Inventory Not
4a Check the appropriate boxes below Being Changed Being Changed
Present Proposed Present
Identification methods. method method method
Specific identification
FIFO
LIFO

Other (attach explanation)
Valuation methods

Cost
Cost or market, whichever is lower
Retail cost
Retail, lower of cost or market
Other (attach explanation)

b Enter the value at the end of the tax year preceding the year of change |

5 If the applicant 1s changing from the LIFO inventory method to a non-LIFO method, attach the following information (see instructions)
a Copies of Form(s) 970 filed to adopt or expand the use of the method.

b Only for applicants requesting advance consent. A statement describing whether the applicant 1s changing to the method required by
Regulations section 1 472-6(a) or (b), or whether the applicant 1s proposing a different method

¢ Only for applicants requesting an automatic change. Attach the statement required by section 10 01(4) of the Appendix of Rev Proc
2002-9 (or its successor).
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Form 3115 (Rev 12-2003) Narconon Stone Hawk 38-3646037 Page 7

| Part i I Method of Cost Allocation (Complete this part if the requested change involves either property subject to section 263A or
R long-term contracts as described in section 460 ( see the instructions).)

Section A — Allocation and Capitalization Methods

Attach a description (including sample computations) of the present and proposed method(s) the applicant uses to capitalize direct and indirect
costs properly allocable to real or tangible personal property produced and property acquired for resale, or to allocate and, where appropnate,
capitalize direct and indirect costs properly allocable to long-term contracts Include a description of the method(s) used for allocating indirect
costs to intermediate cost objectives such as departments or activities q_nor to the allocation of such costs to long-term contracts, real or
tangible personal property produced, and property acquired for resale The description must include the following

1 The method of allocating direct and indirect costs (1.e , specific identification, burden rate, standard cost, or other reasonable
allocation method).

2 The method of allocating mixed service costs (1 e, direct reallocation, step-allocation, simplified service cost using the labor-based
allocation ratio, simplified service cost using the production cost allocation ratio, or other reasonable allocation method).

3 The method of capitalizing additional section 263A costs (1 e., simplified production with or without the historic absorption
ratio election, simplified resale with or without the historic absorption ratio election including permissible vanations, the
U S. ratio, or other reasonable allocation method).

Section B — Direct and Indirect Costs Required To Be Allocated (Check the appropriate boxes in Section B showing the costs
that are or will be fully included, to the extent required, in the cost of real or tangible personal property produced or property acquired for resale

under section 263A or allocated to long-term contracts under section 460 Mark 'N/A' in a box If those costs are not incurred by the applicant If
a bOXhIS Eo(tj checked, 1t 1s assumed that those costs are not fully included to the extent required Attach an explanation for boxes that are

not checked )

Present method Proposed method

Direct matenal

Direct labor

Indirect labor

Officers’ compensation (not including selling activities)
Pension and other related costs

Employee benefits

Indirect materials and supplies

Purchasing costs .o
Handling, processing, assembly, and repackaging costs
Offsite storage and warehousing costs

- O W OONNANU L WN =

[ S —

Depreciation, amortization, and cost recovery allowance for equipment and facilities placed
In service and not temporarily dle .

Depletion

Rent

Taxes other than state, local, and foreign income taxes

Insurance

Utilities.

Maintenance and repairs that relate to a production, resale, or long-term contract activity

-
N

-
w

-d
H

-
0

-
(2]

-
~N

-
©o

Engineering and design costs (not including section 174 research and
experimental expenses)

19 Rework labor, scrap, and spoilage

20 Tools and equipment

21 Qualty control and inspection .

22 Bidding expenses incurred in the solicitation of contracts awarded to the applicant
23 Licensing and franchise costs.

24 Capitalizable service costs (including mixed service costs)

25 Administrative costs (not including any costs of selling or any return on capital)
26 Research and experimental expenses attributable to long-term contracts

27 Interest

28 Other costs (Attach a list of these costs )
BAA Form 3115 (Rev 12-2003)
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Form 3115 (Rev 12-2003) Narconon Stone Hawk 38-3646037 Page 8
[ Part lll [Method of Cost Allocation (see instructions) (continued)

Section C — Other Costs Not Required To Be Allocated (Complete Section C only If the applicant 1s requesting to change its
method for these costs )

Present method Proposed method

Marketing, selling, advertising, and distribution expenses

Research and experimental expenses not included on line 26 above

Bidding expenses not included on line 22 above

General and administrative costs not included in Section B above

Income taxes

Cost of strikes .

Warranty and product hability costs

Section 179 costs

On-site storage
10 Depreciation, amortization, and cost recovery allowance not included on line 11 above
11 Other costs (Attach a list of these costs )

Schedule E — Change in Depreciation or Amortization (see instructions)

O N D WN =

(1]

Applicants requesting approval to change their method of accounting for depreciation or amortization complete this section
Applicants must provide this information for each item or class of property for which a change s requested

Note: See the List of Automatic Accounting Method Changes in the instructions for information regarding automatic changes under

sections 56, 167, 168, 197, 14001, 1400L, or former section 168 Do not file Form 3115 with respect to certain late elections and election
revocations (see instructions).

1 Is depreciation for the property determined under Regulations section 1.167(a)-11 (CLADR)? . DYes |:| No
If 'Yes,' the only changes permitted are under Regulations section 1.167(a)-11(c)(1)(in)
2 s any of the depreciation or amortization required to be capitalized under any Code section (e g , section 263A)? DYes E] No

If 'Yes,' enter the applicable section ™

3 Has a depreciation or amortization election been made for the property (e.g , the election under section 168(f)(1))? DYes D No
If 'Yes,' state the election made ™

4a To the extent not already provided, attach a statement describing the property being changed. Include in the description the type

of property, the year the property was placed in service, and the property's use in the applicant's trade or business or income-
producing activity

b If the property 1s residential rental property, did the applicant live in the property before renting t? . Yes No
¢ Is the property public utihty property? Yes No

5 To the extent not already provided in the applicant's description of its present method, explain how the property 1s treated under the

apphcant’s present method (e g , depreciable property, inventory property, supplies under Regulations section 1 162-3, nondepreciable
section 263(a) property, property deductible as a current expense, etc)

6 If the property 1s not currently treated as depreciable or amortizable property, provide the facts supporting the proposed change to
depreciate or amortize the property

7 If the property Is currently treated and/or will be treated as depreciable or amortizable property, provide the following information under
both the present (if applicable) and proposed methods:
a The Code section under which the property is or will be depreciated or amortized (e.g , section 168(g))

b The applicable asset class from Rev Proc 87-56, 1987-2 CB 674, for each asset depreciated under section 168 (MACRS) or under section
1400L; the applicable asset class from Rev Proc 83-35, 1983-1 CB 745, for each asset depreciated under former section 168 (ACRS), an
explanation why no asset class 1s identified for each asset for which an asset class has not been identified by the applicant

¢ The facts to support the asset class for the proposed method

d The depreciation or amortization method of the property, including the applicable Code section (e.g., 200% declining balance method
under section 168(b)(1))

e The useful life, recovery penod, or amortization period of the property

f The applicable convention of the property
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Narconon Stone Hawk
Rehabilitation Center 38-3646037

Attachment 1
Form 3115, Partll, Line 13
Description of Trade or Business

Drug and alcohol residential rehabilitation center.Provide counseling and medication
necessary for clients to release themselves from drug & alcohol dependency

Attachment 2
Form 3115, Schedule A, Part |
Breakdown of Lines 1a- 1g

Line 1la
Accounts Receivable $ 732,050.
Total § 732,050.
Line 1b
Deferred revenue $ 646, 926.
Total $ 646,926.
Line 1c
Accrued expense & Accounts payable $ 525,509.
Total § 525,5009.
Line 1d
Prepaid exp $ 5,000.
Total $ 5,000.
Attachment 3
Form 3115, Schedule A, Part |, Line 1b
Income Received or Reported Before it was Earned
Description Amount Legal Basis for Proposed Method
Deferred revenue $ 646,926.
Total $§ 646,926.
Attachment 4

Form 3115, Schedule B, Line 1
Request to Defer Advance Payment for Services Under Rev. Proc. 71-21

1d. Method for Determining Income Earned on Service Contracts
Income based on revenue earned ,including accounts generated during , will better
match the expenses incurred during the same period.

le. Method Applicant Will Use to Determine Amount of Gross Receipts
Accrual method of accounting will be used on the books as well as the tax
Return.The two will be totally compatible.




2006 Federal Statements Page 1
’ . Narconon Stone Hawk
Rehabilitation Center 38-3646037
Statement 1
Form 990, Part |, Line 20
Other Changes in Net Assets or Fund Balances
Adj for change in acctg cash to acc $ -480,049.
Total $ -480,049.
Statement 2
Form 990, Part Il, Line 43
Other Expenses
() (B) (C) (D)
Program Management
Total Services & General _Fundraising
Advertising 1,656,841. 1,656,841.
Auto Exp 39,046. 27,332. 11,714.
Bad Debts 177, 340. 177, 340.
Bank Charges 35, 347. 35, 347.
Books & Subscriptions 13,884. 6,942. 6,942.
Credit Card Fee 69,370. 69,370.
Insurance 316,952. 221,866. 95,086.
Iternet cable 9,639. 5,783. 3,856.
License Fees 826, 350. 826, 350.
Medical 336,071. 336,071.
Misc. Expenses 68,747. 34,373. 34,374.
Office Expense 45,437. 45,437.
Outside Contractors 538,382. 538, 382.
Professional Fees 37,474. 37,474.
Total §$ 4,170,880. $ 3,831,280. $ 339,600. S 0.

Statement 3
Form 990, Part lll
Organization's Primary Exempt Purpose

Alcohol & drug rehabilitation clinic.450 clients participated in the program and
400 completed the program successively.
Several seminars were given on Drug prevention, at various locations, during the

year 2006.

Statement 4
Form 990, Part IV, Line 57
Land, Buildings, and Equipment

Accum. Book

Category Basis Deprec. Value
Automobiles / Transportation Equipment $ 109,800. $ 17,950. $ 91, 850.
Furniture and Fixtures 446,738. 56,542, 390,1096.
Machinery and Equipment 185,159. 15,257. 169,902.
Total § 741,697. § 89,749. $ 651, 948.




2006 Federal Statements Page 2
Narconon Stone Hawk
Rehabilitation Center 38-3646037

Statement 5

Form 990, Part IV, Line 58

Other Assets

Net Intangible Assets 22,998.

Rounding 1.
Total $ 22,999.

Statement 6

Form 990, Part IV, Line 64b

Mortgages and Other Notes Payable

Other Notes Payable

Lender's Name: Per & Kathleen Wickstrom

Relationship of Lender: Program Directors

Date of Note: 2/02/2003

Maturity Date: 3/02/2004

Repayment Terms: One year /semi-annual payments

Interest Rate: 7.00%

Security Provided: Promissory Note

Purpose of Loan: Const & Operating exp

Original Amount: 120,000.

Balance Due: $ 80,482.

Lender's Name: Tia Corp

Relationship of Lender: Corp Officers are shareholders

Date of Note: 1/01/2004

Maturity Date: 12/31/2004

Repayment Terms: Due on demand

Interest Rate: 7.00%

Purpose of Loan: start up non profit operation

Desc. of Consideration: Promissory Note

Original Amount: 370,500.

Balance Due: $ 97,719.

Lender's Name: Gmac

Date of Note: 1/01/2006

Repayment Terms: 798.00/mo

Security Provided: Vehicles

Purpose of Loan: Purchase vehicles

Original Amount: 47,000.

Balance Due: $ 51,672.
Total $§ 229,873.

Statement 7

Form 990, Part IV, Line 65

Other Liabilities

Credit Line S 124,837.

Notes Payable vehicles 10,362.

Other Short Term Liab 98,874.

Payrol Taxes payable 45,068.

Student Accts 99,517.
Total $§ 378,658.




2006 - Federal Statements Page 3
) ) Narconon Stone Hawk
Rehabilitation Center 38-3646037
Statement 8
Schedule A, Part |
Compensation of Five Highest Paid Employees
Title & Average Compen- Contribut. Expense
Name and Address Hours Worked sation EBP & DC Account

Raymond Russo Administration 112,477. 0. 0.
100 Minges Creek P1 Battle 70
Creek, MI 49015
John Walser Nurse 104,573. 0 0.
5730 MI-66 E E. Leroy, MI 50
49051
Charles Tharrington Intake Coordina 83,543, 0 0.
3241 Capital Ave. Apt 29C 50
Battle Creek, MI 49015
Jai Ehlert Administration 74,581. 0. 0
216 St. Mary's lake Rd. 50
Battle Creek, MI 49017
Douglas McGarry Intake Coordina 84,820. 0. 0
259 Carole St. Newaygo, MI 64
49203

Total § 459,994. $ 0. S 0




