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To the Board of Direcrors and Sharehaolders

Shee Arikd, Incorporated
Sitka, Abska

We have awdited the accompanying consolidated balince sheets of Shee Ak, Incorporated and
Subsidinries {"Shee Acksd™) as of December 31, 2010 and 2009, and the relared consolidared staements
of operations, changes in equity, and cash flaws Tfor e years then ended. These consolidared financial
statements e the esponsibility of Shee Arilei's management. Our responsibility is o express an

opinion on these consolidared financial statements based on our audies.

We conducted our audits in accordance wich awdiring standards generally aecepted in the United States.
Thuse standards require thar we plan and perlormy the audic 1w obmin reasonable assurnce abour
whether the consolidated financial statements wre free of marerial misstatement. An audic includes
examining, on 4 test basis, evidence supporting rhe amounts and disclosures in the consolidared financial
statements. An audit also includes assessing the accounting principles used and significant estimares
made by mamagement, as well as evaluaring the overall Tinancial statement presentarion. We helicve

thar our audits provide a reasonahle hasis tor our apinion.

fn our opinion, the consalidared financial seatemenes referred ro above presene fairly, inoall mazerial
respects, the consolidated financial position of Shee Atvilsi, Incorporiied and Subsidiaries as of December
31, 2010 and 2009, and the results of their operations and their cash lows for the years then ended in

conformity with accounting principles gencrally accepred in the Unired Stares.

(/41/@/\—5”& EMA Lo P

Aprit 4, 2011
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Rerained eamings

Toral Shee Arikd, Incorporated shareholders” equiry 23,222,385
Nonconorolling interest 5,955,795
Tozal equity 29,178.180

Totul liahilities and equity $ 58,077,586

g
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ASSETS 2010 2000
Current Assets
Cush and cash equivalents $ 10,463,321 39743681
Accounts receivable 29,086,167 26,975,640
Receivable from investment redemption 3,077,329
Income tax receivable 1,092,000 269,000
investments 1,549,217 4474 183
Deferred tax asset 85,000 730,000
Prepaid expenses and other 950,230 744,031
Total current assets 46,203,064 42,936,535
Leased Commercial Propertics, net 9,117,049 9,019,350
Property and Equipment, net 2,105,714 2,221,595
Deferred Tax Asset 525,000 437,000
Orther Assets 66,759 225,759
Totul assers $ 3R.077,586 $ 54,846,239
LIABILITIES AND EQUITY
Current Liabilities
Accounts payable and acerned expenses 5 18.959,667 £ 14,295,385
Loan payable 3,642,647 4,598,157
Current portion of long-tenun dehe 79912 74,890
Other currens liahilities 1,891 6,861
Total current liabilities 27.680,317 13,975,299
Loan Payable ro SAIL 5,531,098 3,295,953
Long-Term Delb, less current portion 637,991 767,903
Taoral liabilitics 28,899 406 25,038,755
Equiry
Shee Ariks, lncorparated shareholders’ equiry
Comman stock, no par or stated value, authorized 250,000 shares
Class A, voting, issued and outstanding 181,143
and 180,978, respectively
Class B, nonvoting, issued and outstanding 4,057
and 4,222, respectively
Songributed capiral 5,956,000 5,956,000

16,570,116
22,526,116
RECES
29,307,484
§ 54846239




2010 2009

Revenne
Cuontracts
&(a) comtracts £178,608,561 £ 144,585,950
Non-8(a} contracts 363,541 2,111,705
Hotel 1,272,014 1,074,126
Rentals from leased commercial praperties 688,490 941,443
Net gains (losses) on investments 656,718 (1,972.143)
Interest and dividends 120,836 158,400
Oxher 91,282 163,738
Toral revenue £82,001 ,442 147,063,219
Costs and expenses
Contracts 162,319,054 127,439,834
Hotel 971,098 1,071,204
Leased commercial properties 405,993 461,891
General and administracive 11,273,682 9,636,638
Interest 52,592 1,209,011
Depreciation 342,905 347,462
Orther 14,100 79? 370
Tostal costs and expenses 176,279,414 140, 463 580
lncome hefore income tax expense 5,122,018 6,599,039
Income tax expense {41,401} (f}:} S11)
Net income 3,650,627 6,157,328
Net income atrributable to noncontrelling intereses {h718,713) (6, iL_,479)

Net income attributable to Shee Atikd, Incorporated £ 961912 % 35,349

DONSOLIDAT OHARGES
Eva Loz Yeares Ergad!
Shares of Commen Stock Cantritites Ketained Keacontraliing
Blass i [ass B Cagital Farmings Totaf Interesis Total Equity

Balances, December 31, 2008 181,06 4139 $5956000  $19,550200  $25,530,200 34,326,115 219862315
Nel income for the year 15,149 35,349 6,122,479 6,157,828
MNel transfers trom voting o nonvoting shares {83 83
Conrributions by noncontrolling interesis 4900 4,900
Distributions o noncontroliing infereses (3,172,126)  (3,172,1206)
Diistribution of cash to Shee Arika Benefirs Trust (90.000) (90,000 £00,000)
Transter of properey from Shee Atkd Benefits Trosr 63,501 63,562 63,562
Distribution of interest in an LLC subsidiary o

Shee Ariki Fund Endowment (3O1R999) (3018993} {3,018,99%)
Balunces, Decernber 31, 2009 130,978 4,222 3,956,000 16,570,116 22,526,116 7281365 19,807 484
Net income for the vear 961,912 walgil 4,718,719 3,680,627
Net transfers [rom nonvoting to vating shares 1635 (163)
Contributions by noncontroliing interests 44,100 44,100
Distrilstions o noncontrolling interests {(6.091,3301)  (6,091,031)
Acquisition of noncontrolling ownership

interest in a nonwholly-owned subsidiary (12.643) (12,643} (37.357) {50,000)
Diseribation of cosh to Shee Agika Benetiss Truse (233,000) (253.000) (25 3,000)
Balances, December 31, 2010 155,143 4057 S5.956.000  $17.266,385  $23,222.385 55,955,195 $19.178.J80

SHEE AKA, INCORPORATER 2010 ANNUAE REPORT



Chsh Flows from Operating Activities

Cash reveived from:
Contradis
Rentals from leased comuereial properties
Harel operations
Interest and dividends
Adminisirive fees fom sdlibated entities
Uiher
Cash paidl toftor
Conrractors, supplices, and emplovees
Inrerest
Jncone taxes
Net cash Hows from operating activities

Cash Flows from [nvesting Activities
Proceeds from {purchases of) investmens
Purchuses of properoy and equipmen
Other

Net cash Tows Trom investing acrivities

Cash Flows from Finsmeimg Aciiviries

Repavntents on loan pavable, ney

Crincipal repaymoents on long-term Jduebd

Proceeds from loan wirth SALL

Distriburions to noncontaolling interesis

Capital contributions from non swvetling mrerests

Acyuisition of nonconorolling cwnership interest in A
T ponwholly-owned subsidiary

Distriburion of cash 1o Shee Arila Benefit Tras

Ner cosh fows from financing activiries
Net inerense in cash and cash equivalents
Cush and cash equivalents, beginning of yoar
Cash and cish equivalents, end of year

Reconciliation of net income 10 ner cash Hows

from operating acriviticos:
Nel mcome
Adjustients to recancile net income o cash Tlhows
[ram operating acbivities:
Dleprecintion
Net losses (mains) on investiaent2
Deferred inconie tax expense (henddic)
Changes in aperaring sssets ansd labilities, net
Accounts receivable
[ncome rax receivable
Prepaidd expenses and orther asets

Accounts pavable and acerued expenses

Accrel of interest on ke pavable 1o relaned panty

Owher current Tahilivies
Nt cash Hows Trom operiring acrivities

Supplemental csh ow disclosures:
Non-cash investing and financing activities:
Redemption of in \'L"itmunl. proceeds mar vel received
ar December 31, 2000
Distribution of irneress i an L subsidiory
o Shee Atk Fund Endowment

Teansfer of property from Shee Ak Benefits Teast

I

51770063217
hl')il -\77
FR72004
P20036

(1 70 682 000}
(717,047
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7,874,205

430,00
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shee Atikd, Incorporated ("Shee Ak} is an wrban corporation organized pursuant to the Alaska
Native Claims Setrfement Act ("ANCSA"Y. ANCSA alse areated regionad corporations which
sepresent geographic areas. Shee Atikd is located in the Sealaska Corporation region. Pursuant 1o
ANCSEA, Shee Adikd received the surlace estate of approxinmately 23,000 acres of timberband located on
Admiraley Island, 3,000 acres w Katlian Bay sod 30 scres on Alice and Charcosl Islands focared near
Sitka, Alaska, as well as 8250,000 in cash, The subsuwlice estare in chis tand was conveyed 1o Sealaska
Corparazion under ANUSA.

One hundred shaves of Shee Avika's voring commaon stock were issued pursuant 1o ANCSA o cach
Native person enrolled. Nonvoting comnmuen stock is issued e any person who acquires Shee Arika's
stuck and 1s nor a "Narive” or "Diescendant of @ Native” within rhe meaning of ANCSA. Shee Arikd
has aparoximately 3,000 shareholders.

Shee Atikid's primary vperations are providing services {primaily linguistics services) under contracrs
with the United States Government. These services are provided by Shee Adkd's majoriry-owned
subsidiaries that have received certitication under the LS, Small Business Administrnion's 8{a)
Business Development Program ("Section 8G"). This cenilication gives the subsidiaries preference in
ohtaining contracts wirh the Unired Scues Governmenr. The United Staces Diepartment of Defense is
the primary agency of the United States Government that Shee Atikad has coneracrs with and 2
sithsrantial amount of services are provided in lrag and Afphoanistan. The services provided include
customized fanguage services, role players, regional subject matter experts, and culoural advisors. Shee
Atikd also feases commurcial properties it owns, which are locared in Alaska, and operates a horel in
Sitka, Alaska.

Shee Alikd's commercial leasing operagions are subjecr ro geographic risks as well as the fimancial
viahility of lenses. Section 8(al acrivities are subject ro competitive factor, program conrinuation, and
appropriate contract management.  Florel operations are affecred by tourism and business tavel in the

Sitka arex.
PRINGIPLES OF CONSOLIDATION

The consolidared financial sraremenis include the accounss of Shee Adikd and it seven wholly-owned
and majority-owned subsidiaries. AlE the subsidiaries are organized as limired lubilicy companies {"the
LTCs"). Al material rransactions becween these entities have been eliminated in the consolidation.
The LLCs limir Shee Avikid's financial exposure re the smount of Shee Atika's investment in them.

Shee Arikd’s various subsidinries are summarized as follows:

e Shee Arikd Languuges LLC (31% owned; indefinite lic)

LY
i

hee Atikd Technologies LLC (5 1% owaed; in Jdissoierion)
+  Shee Ariks Commercial Services LLOC (3 1% owned: indefinire life)

-

see Artikad Services LLC (majority owned; in dissolurion)

°
n

e
hee Arikd Holdings Lincoln LLC (wholly-owned; rerminagion date of 2022
e Shee Arikd Management LLC (wholly-owned; terminacion dage of 2022)

T

Atikd Holdings Alice Tsland LLC (whally-owned; rermination dare of 2027)

@
o

USE OF ESTIMATES

The prepararion of inancial staternents in conformiry with accounting principles gencrally accepred in
the United Stares requires management to make esrimates and assumptions thae affect certuin reporced

amounts and disctosores in che (nancial statements. Actual results could differ from rhose estimares.
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HGTE 1. CONTIRUED

CASH Al GASH EQUIVALENTS

Shee Arika considers all highly liquid investments purchased with a maruriry of three months or less to be
cash equivalents, Shee Atiki has cash and cash equivalent balances in excess of federally insured limits.
INVESTMEKTS

Investments are classified as rrading securities and wre stared ac fair value based on the following:

o Investments in partnerships are carried ara value derermined by che entity managing the investment
hecause no formal organized trading market exisrs for these securities. This value is cypically hased
on the most recently Jdetermined ner asset value per unic of the partmership. The value of the
investments reflects Shee Atikd's proportionate inrerest in the net assets of the fnvestment. Sale of
imvestment unirs can enly he dore througly redemprion by the entiry managing rthe investment.
Unies can only be redeemed at certain tines, and with varying amounts of norice. Due 5o the lack
of an organized trading market and the restrictions associated with investment redemprion, liguidizy
Far these investments may be impaired wder certain marker conditions.

¢ Investments i corporate honds are varried ar a value based on the applicable markes price on an
exchange on the last trading day of the year, These investment securities are traded on various
United States exchanges and ure, theretore, subject to the matket volatility in those exchanges.

The difference benween cost and Fair value of securities held ar year-end represents unrealized helding

paing or losses oo investiments. Realized gains and losses from securities transactions are derermined on

the hasis of the cost of the specific securities sold and are recorded on the trade date,

FAIR YALUE MEASUREMENTS

Fair value is defined as an exit price, representing the amount thar would be received to sell an asset vr
paid to transfer a tiability in an orderly transaction hetween magket participants. As such, fair value is a
marker-hased messurement determined based on asswmprions thar market participants would use in
pricing am asser or liability. There are three levels which prioritize the inputs used in measuring fair value

as follows:

e Level I: Observable marker inpues such as quoted prices (unadjusted) in active markets for identical
asses or liabilioes;

o Level 20 Ohservable market inputs, acher than guoted prices in active markets, that are ohservable
cither directly or indireerty; and

s Level 32 Unohservable inpurs where there is little or no market dara, which vequire the reporting
entity o develop its own assumptions.

The following tables present information abour Shee Atikd's assers that have been measured at fair value
o a recurring hasis as of December 31, 2010 and 2009, and indicates the elassification by level of input

within the (air value hicrarchy:

Fair Value Mensurenents ar December 31, 2010, using:

TOTAL FAIR VALUE
LEVEL ¥ WPUTS LEYFL 2 INPGTS LEVEL 3 IKPUTS AT DECEMBER 31,2810
lovestments $ 4,500 4 - % 1344717 $ 1,549,217
air Vatue Measurements at Decenber 31, 2009, using:
Fair Value Measurements ac December 31 using TOTAL FRIR YALUE
LEVEL 1 iNPEIS LEVEL 2 IPUTS LEVEL 3 INPUTS AT DECEMBER 31,2009
Tnvestients 5 454,500 $ - 3 4,019,683 $ 4474183

The fallowing is a reconcilingion of invesrments far which significans unobservable mputs were used in

determining fair value (Level 3 inpuis) Tor the years ended December 31, 2010 and 2009.

Rl 2009
Balance, beginning of year g 4,019,083 $ 1,227.872
Purchases 4,685,704
Redemprion of inrerest in partnership {(3,077.31N
Ner oains (losses) 696,713 (1,972.143)
Orher {54,335} 73..3‘_50_
Balance, end of year 31544717 $ 4,019,683



AGCOUNTS RECEIVABLE

Accounts receivable are primarily from service contracts with the United Stares CGovernment and are
stared at their principal amounts. Management believes all amounts outstancing will be collecred (based
on prior payment history) and, accordingly, no allowance s o msidered necessary, Il an account was
considerad uncolleetihle, an allowance would be established. Afrer appropriase collection efforrs, the
bad debt would be written off against the allowance. Receivables are generally unsecured and payment
terms can vary.

Billing practices related to service contracts are governed by the contract terms for ench project. When
hiltings on conrracts are less than the recognized revenue, the ditference is recorded as unbilied accounts
receivable. Unbilled work is usually billed during the next normal billing process following completion
of work or achievement of contractual requirements.

PROPERTY AND EQUIPMENT

The estimared value of the kand, including structuses, along with cash received under ANCSA wis
recorded as contribured capital. The surface resources associated with ANCSA land were not recorded
hased on uncerraintics associated wirh the valuation of these resources. Other land, huildings, and
equipment are stated at cost.

Depreciation of property and equipment is compuied using the straight-line method vver the estimared
uselul tives of the assets. Esrimared useful Tives of property and equipment range from three 1o seven

VErs.
REVENUE RECOGNITIGN

Revenue on fixed price service contracts is recognized systematicaily over the tenm of the contract, as
services are performed, or based on the specific terms of the contracts. Revenue fram time and mazerial
contracts is recognized as follows:

s Tor rime, revenue is recognized as hours or days are worked multiplied by billable rates provided for
in the contract.

o For materials, revenue is recognized when the applicahle expeise s incurred.

Revenue from rentals of leased commercial propecties is recognized ratably over the life of the leasc.

Lease payments received in advance of the period o which they relare are Jeferred. All other revenues

are recognized as comed.

Shee Arikd has the follawing revenue concentrations related to frs contracting activities:

e Three separate contracts with the Unired Stares Department of Defense (one of which is with Shee
Arikd as a suhcontractor ta a third-parcy company that has 1he conrract with the Unired States
Department of Defense) accounted for 93% of 8u) contract revenue for 2010,

o Two separate contracts with the United States Department of Defense {ene of which is with Shee
Atikd as a subcontractor to a third-party cotapany that has che conrract with the Unired States
Department of Defengse) accounted far 95% of S(a) contract revenue for 2009.

o Two companics accounted for 93% of non 8(a) conteact revenue for 2010,

o Thsee companies uccounted for T8% of non §(a) conrract revenue far 2009,

o Conrracts where the services performed by Shee Atikd are in lrayg and Afghanistan accounted tor
67% and 75%, respectively, of revenue in 2010,

o Coneracrs where the services performed by Shee Arkd are in fray und Afehanistan accounted for
75% and 18%, respectively, of revenue in 2009,

[n uddition, three customers sccounted for 33% ol toral rental revenue from leased commiercial

properties in 2010, One customer accounted Tor 25% of total rental revenue from leased commercial

properties in 2004,

IRCOME TAXES

Shee Arika accounts for income taxes under an asser and lability approach that requires the recognition

of deferred rax assers and liabiligies tor the expected future tax conseyuences of events that have been

recognized in Shee Atikd's consalidaied financial starements or income tax returns. In estimating fucure
tax consequences, Shee Atikd generally considers all expecred future events other than enactments of

changes in income rax laws or rates,
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shee Arikd reparts a labiling i any, for unrecownized tix benefitss resulting fome aneere:
positions srken of expected 1o he taken in s income tax retum. Estimuted interest and penalties, if any,
are recorded s component of interest expense and ather expense, respectively. No liability Tas been
recorded for unceriain tx positions, or relited inrerest or penalties as of December 31, 2040 and 2000,
The tay yers 2007 through 7010 renain open o examination by federal suthorities.

SUBSEQUENT EVERTS

Shee Arikit has evaluated subsequent events through the disee o the independent auslicars report, which
wits the date these timmcial stisements were avaifable o be issnsd,
RECLASSIFICATIONS

Certain amounts in the 2009 consotidared Thsncial scarements have been reclassified o conform o the

CUITSeT vear ]“'L‘?\(‘nl';l{'iﬂlh

[vestments are sunntirized as follows ar December 31

2010 2009
Parrnerships:
INWVESCO Partnership Fund 1V LIRS N BoL30610
Clarton Lien Properties Fumd, LLC 2713561
Corporate bonds 430,008
Uther 4,500 4,500

LI T

i

4474183
Parenerships are sumniarized as follows:

e INVESCO Parenership Fund 1V, LI~ This is a limired pastnership investing in other parmerships.
These parenerships invest in other collective investment funds investing sy alrernative assets.

o Clation Lion Prapertics Fund, LLC ("Clarion™) - This is a real estate investment rrust investing in
apartmeat, industrial, reil, and vffice properties located thioughout dhe United States.

[ 2010, Shee Ariki made a request loe redemprion of ics engire interest iy Clarion. T']w rsdm‘nplinn Wil

fimadized in Jamuary 2011 and Shee Ariki received net proceeds Trom rhe redemprion of $3.077.329. As

the redemprion was in process ar December 31 2010, the investment was considerad :nld {or fimancial

statement purposes and the ner proceeds received on redemprion have heen classificd as a receivable in

the comsolidated balance sheet at December 31, 2010

Accounts seceivithle consists of the following ar December 31
2010 2009
Amounts billed vnder contrwrs % 025,128,726 % 22,391,103
Unbitled revenue 3,781,738 4,287,323
Onher accounts receivable 173,703 Q7214
729.086,167 $ 26,975,040

Substantially all hilied and unbilled accounts seceivable are from conracrs with the Uniled States
Government (ncluding contracts where Shee Arikd s o subcongraceor o third-party companies that
have the contreer with the United Seates Government) at borh December 31, 2010 and 2009,

AN S in s o~



Luised commeteint propertios consist of the following ar Decentber 3

RILIRY 2009
Buitding and equipment - Alska L WAVALE 55400815
Lasd 4,493 392 4,476,606
TURETUR IV 09731481
Less: accmmulured depreciation (1.131,396) {934,131}
509 LT HY 50,019,350

Diepreciation expense (or hased cotmercial propestivs amounted 1o 3179225 and 230,493 in 2810 and
2009, respectively.

The comumercinl buildines e Temsed umder virious operating leases expiring 1w variows years through
20200 The approximate minimany furare lease paymenis fo be received on nancancellabie operating

Jemses tor vears eoding December 31 are s follows:

001 5 309,000
2012 211,000
21013 139,000
014 oo
5 52000
Thereatrer 224000

S0 1009000

Leases of commercial properiies in Alaska ase with various essees in the Sicka area.

Property and equipment consises of the feflowing m Diecembur 3

2000 2000
Land S I T A $ 1,884,989
Equipment 61,051 615,176
Oxher 163,300 267,30
2834040 2707403
Less: accumulated depreciation (6992261 {539,570)
5 2,105,714 S 22759

Depreciation expense lur property and cquipment smousred o $163,740 and STHO969 in 2000 and

1009, respectively.

g Lok

Shee Atiki has a lonn arrangement with an affiliare, Shee Arika Iavestments, LLOC ("SATILYY, under

which it may horrow up o $5,000,000. The loan boars interest o 5%, is Jue in full December 31, 2012,
and i secured by 2 first position security inerest in Shee Atikid's equity inferest inone of its wholiy-
owned subsidinries, Shee Atk Holdings Alice Island, LLC, amd a Tirse position security interest in
approximately 3,000 acres of Tand owned by Shee Acikd ar Katdian Bay, Abska. The halance due of
45,331,008 and $5.295,553 at December 31, 2010 and 2009, respectively, includes the unpaid principal

halance as wel as 5531098 and $295,553 of acerued interest, respectively,

One of Shee Atiki's majority-owned 81 subsidiaries has horrowed aginst certain accounts receivable
chrough 4 loan with a hank. The loan agreement atlows tor this sebsidiary to horrow up to 90% ol eigible
accoungs receivabie. The outstmading balunce of this loon at December 31, 2000 and 2009, was
$3,647 347 and 54,598,157, respecrively. The maximum amonng of these certam accournts receivable

PORATED 2000 AMMUAL REPOR
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NOTE 7, CORTIRUED

that can be used as a borrowing base under this loan at any one rime is $24 million. The loan bears
interest ar the bank's prime sare plus 3.5% (resulting in o rate of 6.75% at December 31, 2010) with o
minimu charge of $30,000 monchly, The loun is fully cotlateralized by all of the subsidiary's assets and
has 2 term throughy Ocrober 13, 2001, but is 10 be repaid as these certain accounts receivable of this

subsidiary are collected. The Loan agrecent has early rermination provisions available o the subsidiary.

Long-term debt consists of the foflowing at December 31, 2010 and 2009:

2010 2009
Note pavable to a bank in monthly installments of $10,621
including interest ar 6,5%, due in full September 1, 2018,
secured by commercial property in Sitka, Alaska 0076750 5 842,799
Less: current portion (79.912) {74,890)
$ 687,991 0 767903
Principal payments on feng-term Jebe (or years eiding December 31 are as follows:
2011 b 79,912
2012 84,798
2013 90,474
2014 96,533
2015 102,998
Thereatrer 3l ’)7,7188
$  TOTH03
010 2009
Current benefit {expense) Y 313,599 $ (534,811
Dieferred benefit (expense) B 7(557’.000) N 9,3_:_009
{41.401) $ (441,811)

Shee Arikd’s clfecrive rax tate differs from statutory rates due to (1) 2 significant portion of its operations
are performed hy LLCs and Shee Atikd does not own the entire LLC inrerest, and (2) investments are

accounted for ar cost for income tax purposes, but at [air value for financial reporting puposes.

The significant components of the net deferred income gax asset as of December 31 are as follows:

2010 09
Deferred tax assets:
Unrealized holding losses {gains) on investimentz 5 (107,000 s 730,000
Alrernarive minimum rax credic carrylorwards 376,000 268,000
Excess of tax basis in buildings and equipment 112,000 [69.000
Accrued vacation 201,000
Ocher 28,000

5 610,000 $ 1,167,000

The deferred tax assets are classified in the consolidated balance sheets as of December 31 as follows:

2010 2000
Current. $ 35,000 5 730,000
Long-term 525,000 437,000

610,000 $ 1167000
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As of December 31, 2010, Shee Atikd has alternative minimum rax crediv caryforwards of $376,000.
The alternative minimum rax credic carrylorwands do not expire. Management helieves thar it is more
likely than not that the net deferred sax asser wilt be realized. Accordingly, no valuarion atlowance has
been pravided at Pecember 31, 2010 or 2009 (and there has heen no change i dhe allowance in the last

owo vears).

Shee Atikd established two serdement trusts which are entities authorized by ANCSA and organized
under the Lows of Alaska t provide henefits to Shee Auikd's sharcholders. However, the custs are
separate from Shee Atikd even though the tustees are the same peaple who are members of Shee Arika's
Board of Direcrors. The wrusrees are responsible for investing the assers of the trusts, use of income o
accomplish the truses’ primary purpase, and making disteibucions co anic holders who are alsa Shee Arcika
shareholders. Further, rthe trusts ave prohihited by ANCSA rom operating a business.

The first serdement trust, Shee Arikd Fund Endewment (FSAFE"), was established to maintain assets
and pay distributions from irs income to SAFE's beneficiaries. SATE has net assets of approximartely
$58.4 mitlion and $56.5 million ar December 31, 2010 and 1009, respectively.

The second sertlement crust, the Shee Arikad Benelis Trust ("SABT"), was estahlished ro provide
scholarships and funeral benefirs re Shee Arikd's shareholders who are also beneficiaries of the tust. Due
o anticipated future distributions by SABT, i may reguire additional funding. Shee Arikd transferred
$253,000 and $9C,000 of cash in 2000 and 2009 to SABT, respectively. Shee Ariks is considering future
rransters to SABT ar oimes and amouns vet ro be determined. SABT has net ussers of approximately
539 million and $34.0 million ar December 31, 2010 and 2009, respectively.

Dring 2003, Shee Arikid formed SAIL ro pool cash and cermin investments with the above sertlemens
rrasts. Management helieved that pooling investments at SAIL permitted grearer diversification,
thereby reducing risk and enhancing rerurns. The board members of Shee Arikid are the same people
who are SAILS board members. Tn 2006, SAIL reacquired Shee Avikd's entire interest leaving SAFE
and SABT as the only members of SAIL.

Relared party transactions for the years ended December 31, 2000 and 2009, are as follows:

¢ [ncluded in contract costs and expenses in the consolidaced statements of aperations tor 2010 and
344,445,758 and $31,826,589, respectively, in costs incurred primarily for suhcontracr work

UL VEFOUs service contracts o companies which are in part owned by minority inrerest owners of
certain majority-owned subsidiaries of Shee Atikd. In addicion, Shee Atikid owed 510,356,219 and
$7.256,485 to these companies ar December 31, 2010 and 2009, respectively, which is included in
accounts pavable and accrued expenses in the consolidated balance sheets.

¢ Included in general and administeative expenses in the consolilated stulements of operations for
2010 and 2009 is approximatcly $299,000 and $256,000, respectively, in costs incurred to a company
that is owned by ane of the minority owoees of a mujority-owned subsidiary of Shee Atikid. These
costs were incurred under a shared services agreement in which other companics owned by the
minority owners also participate. Seevices provided by this company included operarional support

for contract administration, human resources, accounting and finance, and seCurity clearance.

e In January 2009, the hoard of Jireciors of Shee Ariki, passed a resolution 1o cranster all of its
vwnership in Shee Atikd Hoklings Colorado Springs, LLEC ("SAHCS") o SAFE, as a contriburion

1o the settlement rrust, Included in che rransier was leased commercial property in Colorado Springs,

Colorado, as well us outstanding debt un a note payable o a bank.

e As further Jiscussed in Note 6, in Febraary 2009, SATL provided o 55,000,000 loan o Shee Avika
which accrues intervest ar 8% and is Jue in December 2012,

e In February 2009, Shee Ariki purchased SAILs ownership in the Clarion Lion Properties Fund
investent for cash of $4.683,704,
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iy

e In 2000 and 2009, Shee Ak incurred $264,000000 Tease expense to SART rehated 10 the lense Shee
Avila Monogement, LLC haos Tor the Totem Sguare Complex. The dease is payable in monthly
instatinenes of $22.000 untl Seprember 30, 2003,

o Shee Ariled has lad other tansacrions with sliteclokdors far purchiases of arowvoerk and janicorial and

urher services,

Shee Ak and cortain of i subsidiarios sponsar 401 plies for the henefir of its employees. In
wenerad, employees are eligible o participate in the plan alter reaching age 21 and afier being with the
company for at least & nonths. Emplover contribations made tor aled 20792 and 5208339 in 2010

and 2009, respecrively,

iy

Duyring 2010 and 2009, most of Shee Atkd's contren were with the United Srates Government. The
Uinited Sreres Government has the right ta auwdie all records amd other evidence sufficient to reflect
properly ail coses chimed to have heen incurred or angicipated 1o be incurred direetly or ulirectly in
performance of these contracts. In 2002, rthe Lnited Stares Liovernmenr conmnenced an auwdic of the

activity sssociared with che Tirpest contact of ane af Shee Ariki's subsidiaries, Shee Arika Lanuuages,

LLC {"SAL". SAL is a subconimetor o the company that has the conrract with the Unied States
Ciovernment. Dse to the prelimimary findings on this audin, SAL reimbursed the prime contsactor for
costs deemed amltowable. Additionaliy, corain other costs rotaling approximately 54 million were
deemed unatlowable, bt SAL is disputing these costs, so ne dispused funds have heen returned. SAL
Belioves that the eventual outcome over these reniaining Jisputed costs will nor result i any marerial
reimbursements o the prime contracrer. Other than relared o this audin, Shee Ak believes rhat, i
due to another such aadin any coss were derermined w be unallowable, the amount uf the unallowable

vasts woiihd be Tnsianilcant.



To the Board of Direcrors and Sharcholders

Shee Atikd Tncorporated
Sitka, Alasks

O report on our adits of the hasic consolidated fioancial staements of Shee Arikd, Tneorporated and

Subsidinies for 2010 and 2000 appears on page 9. Those andits were conducred tor the purpose of

forming an upinion on the basic consalidared linancial starements taken s o whole. The supplementary
informmtion presented in the toflowing section of this report (pazes 21 through 23) s presented for
purpeses af additional anglysis and is nor a required part of the basic consolidated financial stateoents.
Such information has heenr subjected o the aditing peocedures applicd in the audic of the basic
consofidured financial stacements, ad, in our opinian, is kidy scaved inoall material respects in relation

1 the consolidated financial statemenrs riken as o whole,

April 4, 2011

For the Years Ended December 31, 2010 and 00

Eabor
Subeontracrors

Transportation

Orcher job expenses

2010
5 111,360,502
45674124
1.861,698
342270

$ 162,319,054

A HMCORPQRATED

2m
S 90,652,668
33.u84,701
1,490,203
1,312,220

$ 127439854
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SUPPLEWEHTARY INYURMATION

ASSETS Shes Mk lrporgeraied Shee Miks Langnages LD Shee Aliki Teshaotegies 115 Shes Atika Bommerciat Servces |
Lt“rf'(’n[ "\5\(:‘15 ' B o - T - o
Cash and cosh cgquivalents % 03,233,000 4,217,740 $ 0 TI90 67,8309
Accounts receivable 196,621 13,475,192 46,5750 3,672,163
Receivable from investmeny redvmprion 3077329
Income tax receivable 102,000
[nvesmments 1,549,247
Deterred e asset 35,000
Preparid expenses and ather 87,598 31,592
Tatal current assets 11280972 WaM524 715,603 3.739.972
Leased Commercial Properties, ner 1,250,17¢
Property and Equipment, net RRUAS BN 53,738
Deferred Tax Asset 325,080
Other Assers 06,759
D from (1) Rekared Company 1,236,310 16,572) (937,693}
Equity in Subsidiaries 57 44,083
Toral assers 24,938,713 3 30609449 i 775,603
LTABELITICS AND EQUITY o T o ’
Current Liahilities
Accounts payable and acerued expenses L 61651y S 958415 5 147570 $ 2300830
Lomn payable 3,642,847
Cureent portion of long-ferm deixt
Oxther current lahilities 6,200
Towal current tabilities (22 807 19.601.762 147,729 2.300,850
Loun Payable 1o SAIL 5.53 0,095
Long-Termn Debs, loss current porrion
Toral iabilivies (6,153,905 19,601,762 147,729 2360856
Eyquity
Shee Atikd, Incorporated sharehobders” equity
Contribured capiral 5936,000 184,620 25,53 FIENLY
Retained camings (deficit) 12428.808 5,353,080 94710 163,92°
Totat Shee Aukid, Tncorparated - -
sharcholders' cqrrity 13, 384,508 5,567,700 320216 214927
MNoncantrolling interests 5,433,881 Rt AN LS
Toial equity 185,384,508 11,003,687 7 421 421
Tnml |_i'd]“|ti(iu.f‘.~ ;m\,] \.‘\;llily 4 :4;’ ]n\"” 3 5 30,()03,449 S ‘::’ 1.?81,37‘1
Hald Erded Dor
Shea faita lacorporaied Shes Ankd Languages LG Shes Enkd Technalogies LS Shek AUGA femmernial Serace
Contracts: ’ ’
S(n) conracts 3 - 108,110,024 LO6313.123 5658569
Non 8(a) vontraces 563,341
Haowel
Rentals from leased conwmercial properrices EAREY
Administrative fees Trom affiliared entines 193,643
Nert zains un IMCstens 050,718
Interesr and dividends 113,208 2618
Oiher 2189 353,33
Towal revenue 68,118,313 GR79,302 035,95
Custs and expenses
Congracls 154,230,784 4 368,179 3,228.0F
flocel
Leased comuercial properties 11,2606
General and administrative S 481042 51382852 1.129979 491,260
Lepyeciation 45,772 134931
[rterest ANT000 482,09 H52
Orher 14, 10¢
Total costs and expernses 4992, 150 1509061 ,557 3,698,134 372854
Income (foss} helore mcome G expense (3,854,339 3,196,736 1.181,234 HREE:
Income tax exprnse (41,407}
et income {loss) £3,849,740) 3,196,750 1.151,234 A
Net incon atriburable e noncontrolliog } ! )
interesrs {(3U95,.811) (378.803) [ia2,) i
Net income (loss) attriboeable g i
Shee Atikd, Incorporated 4 (3,895,746) § 4,159,945 5 602,429 5 ESJ%
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Shas Atk Serdiges 2

% 449,162

49,162

(2,463}

S 46,697

§ 0 M4en

ERE

24930
204,000
{187,593}

16,107
3,660
21,767

3 40,097

Shee Mitd Servizes LS

§ 0 T010

{34,570)

018

$Shen fuika Hnidings Mioe yand £LD

37
1 =
TR
to e

1,744
19,613
4,700,996

(27.27%)

54759359

Rl

4,549

H44

4.549

4,763,316
(8,526)
4,794,790

4,724,790

4,759,339

s

Shze Aka Holdings Rlise Lsland LLE

3 .

124,718

&0T76

133,494
4757

{+.737)

Skep Mika Heldings Lincatn LLG

hd 16,3600
(41

3.923
22,019
2910413
[GRRREEY]

LIVE ENL

b 1, 5
FEAS N
YO HUT

87,991

TRT.ORS

197 ] Mos
(13.908)

1,936,063

1,956,068

5 L3748

Shee hké Botdings Lieepln 30

RS AR

323

241016

138,293

TENT
EMY P

o849

127,813}

(27.813)

% {27.813)

Shee Atikd Marzgemeat LLT

5 144,674
W.084

23073
197,935
159 470

REXS)

412,000

164,561

{4,390
1o, 162

151838

F 412020

Shee QLS Namagement 16

L SRR

L2e2004
327032

8,733
1721258
[0, 688
1,235, 7%
315,322
47.089

RN
1,720,201
{he2,

4920

§ 44,920

Chiminailans

s

{347.001)

(347.001)

4,876
(8,244,085}

S 08,550,2060)

S {34017

42,10

(342,175)
(7.326,883)
{917,200
(8,244,085

(8,244.085)

5 (8,586,260)

Hirinaliaes

5 (3215879

(150,333)
(103 043)

(402,221}
(978.077)

(324,873
1264032}
(183,606)
{207.560)

SHER ATIKA, INCORPORATED 2010 ANNUAL REPOR]

Toral

S 10463321
29,086,167
1077310
1,052,800
1,349,217
59000
950,030

46,263,064
Q317,049
1,109,714

525,000
66,159

5 58,071,580

318,955,007
1042847
79912

1,891
22680317
3,931,008
687991

28809 406

5.856,000
17,266,383

Consetifaled

£178.608,5601
63.541
12720014
685,450
636,718
120,836

91,282

182,001,442

FRIE.N

162,319,094
971,098
405,993

11,273,611
342,965

$ 961,912




ATiEA FURI

TFor the Board of Trostees amdd Unit Holders

Shee Arikd Fund Endowment
Sitka, Alaska

We have andired rhe accompanying seatements of et assers ot Shee Alikd Fund Endowment ("SAFE")
as of December 31, 2010 and 209, and rhe rebited statements of revene and expenses and changes in
net assers (all on the modificd income rax basis) Tor the vears then ended. These (inancial statemenis
are the responsihility of SAFE' management. Qur respansibilivy is e express an opinion on these

finzncind starements hsed on ous aodin.,

We conducted our audies in acverdance with auditing standids generally accepred inthe Unidted States.
Those stndards require that we plan and perform the andir we obeain reasvnahle assurance about
whether the financial statemenrs are Tree of material misstarement. An audit inchudes examining, an o
test hosis, evidenve supporting the amounts and dischosures in the financiat statements. An audir atsa
includes assessing (he accounring principles wed and significant estimares made by management, as well
as evaluacing the overall fimancial statcient presentaton. We belicve thar our audies provide @

reasonable basis for onr opinion.

As Jeseribed in Note 1, these financial statements were preparced on the basis of accounsing SAFE uses
for income tax porposes, except that it adjuses it investments o fair value (invessments are valued ar
cost un the basis of accounting SAFE uses for income rax purposes). This is reterred 1o ns “the melified
income tax hasis.® The purpose of using the muodified income 1ax hasis of accounting i o mizke the
sratements ensier o use for SAFE'S yait hoklers, The nwadified income tax hasis of uccounting s o
comprehensive basis of accounting other than acceenring privciples penerally accepred v the Inited

Siates.

In var opinion, the linancial statements referred Lo in the fiese parngraph present fzirly, in all marersad
respects, the net assets of Shee Atikd Baod Endowment as of Degember 31, 2010 and 2009, and s
revenue andd expenses and chanees i ne assers for the veurs then ended, on the ol ified income tax

lasis of aecounting as described in Note 1.

April 4, 2011




ASSETS e 2009

lavestment in Shee Arikad Investments, LLC S 34,5590 552,950,963
[nvestment in Shee Avikid Commercial Services, LLC 206,496 4,900
Coash and cash cquivalenes 833,699 263,540
Incame tax receivable 293,756
Leased commercial property, nel 7396109 7,539,140
Oxher wssets 206,264 239,638
Toral assets 63,101,612 61,291,962
LIABILITIES
Long-term Jdebt 4 485 8072 4,605,714
fncome tax payable 228,341
Distribarions payahle 95,817 120,581
Orher 495 4,309
Towal liabiliries 4,510,455 4,730,614

NET ASSETS $95,301 157 $56,501,348




Revenue
Equity share in Shee Arikd Invesrments, LLC raxable
income (realized losses allocated Kmived to 33,000
for income tax purposes)
Equity share in Shee Atikd Commercial Services, LLC
taxable income
Rentals from leased commercial properey

Other income

Expenses
Custadian and professional fees
Management fees paid 1o Shee Auki, Incorporated
Interest
Depreciation
Leased commercial property expenses

Orher

Taxable income
[ncome tax expense
Change in et assers hetore adjusting
investment in Shee Adikd Investments, LLC
o fair value
Adjustment to fair value of investinent in
Shee Arikd Investiments, ELC

Change in net assets

2010

$ 284022

157,490
030,681
3,343

3,995,042
36,922
248,530
176,574
26331
1,867
493,424

3,502,218
472,463

2009

3 LIB1639

704,783
13,371

1,899,793

24,762

584,018

1,315,775
142,441

1,173,334

378,565

$ 1,551,899

Change in net assers

Transfer of property and assignment of selared debt from
Shee Atikd, Incorparated

Distributions o unit holders

Total increase
Ner assers, heginning of year

Net assets, end of vear

SHEE ATIKA FUMD ENOOWMERN T 2010 AMNLAL REPORT

2010
$ 4,033,689

(2,203,880)
1,829,809
36,561,348

$ 58,391,157

2009
31,351,899
3,018,995
{2,203.880)
2,367,014
34,194,334
§ 56,561,348
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ORGARIZATION

Shee Atika Fund Endowment {"SAFE") is an irrevocable sertlement eruse formed by Shee Avika,
Incorparaced (*SAT"Y under Alaska Searwe.  SAFE wax esrablished o mainain assers and pay
Jistributions to unit holders who are also shareholders of SAL Members of the Board of Direcrors of SAL
act as the rrustees.

SAL i an Urban Corperation organized pursuant to the Aliska Narive Clains Serdement Act
{"ANCSA™). ANCSA. as omended, authorizes the conveyance of assers by a Nagive corporation o a
settlement trust.

SAFE's Class A trust units are issued to SAL's sharcholders in direct propartion to their shares of SAl
voling common stock. Class B erust units are issued to any person who acquires SAT's shares and who is
act a "Native" or a "Descendant of a Native” within the meaning of ANCSA, in direet proportion o
their shares of SA] nonvoting commaon stock., The tust uniss are not generadly rransferable. Ax
December 31, 2010, there were 183,200 trust unirs (of which 181,143 were Class A and 4,057 were Class
B) held by approximarely 3,000 beneficiaries,

The Settlement Trust Agreement requires that a minimum of 75% and a maximun of T00% of anneal
nel cash income, us defined, is to be distribured 1o beneficiaries. The amount of distributions ($11.90
per unit in barh 2010 and 2009) is ultimately determined by the Board of Trustees, but most be berween
the minimum and maximum amounts, While semi-onnual disrribetions have been the normal praciice,
she rrust document actually calls for dhem o be made at the rime or omes determined by the rruseees,
Distribucions are pro rara based on the number of trust units owned. SAFE has adapted & goal whereby
it is to distribuse approximarely 4% of net assets {(hased on a five-year rolling average) each year, not o
exceed the lunits Jiscussed above, In meeting this goal, realized sains and losses were allocated to net

cash income as necessary in 2010 and 2009 and disrriboied 1o beneliciaries,

Alter the fifteenth anniversary of SAFE and cach subsequent (ifteen year period measured from the
fifreenth anniversary (the next modification dute is January 4, 2823), the trustecs may modify the rerms
af the trust agreement: wirh unit halder approval. The modilications oy include changing the
perceniage of net cash income thar is Jistribured, modilying the principal distribution provisions, or
rerminacing SAFE and distributing alt principal and accrued income o the beneliciaries.

SAL provides administrative services to SAFE. In 2008, SAT charped adiministeative fees of 227,507 1o
SAFE. These fees were not paid by SAFE until 2009 and, thus, are included in the stazement of revenue
and expenses - modified income tax basis for 2009, No such fees were charged for 2000 or 2009 as SAL
disconsinued charging administrative fees to SAFLL

During 2009, SAL cransferred all ol itz membership units {100% ot the ownership) in Shee Aszika
Holdings Colorado Springs, LLC ("SACHS"} re SAFE. as o contriburion 1o the sertlement trust.
Inciuded in the transfer was a building and tand in Colorade Springs, Cuolorado, as well as cutstanding

debr.

SHEE ATICA FUND ENDOWMENT 2
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ROTL 1. CNEYRULD

BASIS OF ACCOUNTING

SAFE's policy & to prepare ies linancisl stements on rhe income tax hasis of accounting, except that iv
recognizes il investment i Shee Atk Investments, LLOC CSAIL"Y an fair value rather than cose (Mthe
maodiflicd income tax hasis"), Consequently, certain revenues are recognized when received (rather than

when carned) and cerrain expenses are recognized when paid (rather than when the expense is incurred).
INVESTMENT {8 SHEE ATIKA INVESTMENTS, LLC

The investment in SATL s stared ar Gir value wad represents SAFE'S ommership inrerest in SAILS ney
assets. SANLS hasis of accounting is identical o SAFEs in that it also uses 1he madified inconie rax
method.  Accordingly, its invesrmienrs are stared ar taie value. For altb of SAIL'S other assers and

Habilities, carrying value approsinates fir value, Asa resudn, net assers of SATL are stated at fair value.

SAIL's investments are subject to various nurker, liquidity, and credic risks, The difference herween cost
amd the fair value of the invessment in SAIL ar veareod represents anrealized appreciation or
depreciation an the investment, There are ne resivicrions on redemptions in SAIL,

INVESTMENT IN SHEE ATIKA COMMERGIAL SERVICES, LLG

SAFE has o 49% ownership interest in Shee Arikd Commercial Services, BLC ("SACS"). Shee Atika
owns 3% of SACS. The investment in SAUS s reconded st i tax besis which s sccouneed for by
incrensing the invesement for conrriborions made, decreasing the investment for distriborions received,
and sdjuscing the invesrment or SAFES share of tisable income each veur.

CASH ARG CASE EQUIVALENTS

SAFE considers money market fends and highly diguid debr nstruments purchased wirh o maniricy of
three months or less to be cush equivalenis. SAFE has cash babnces in excess of povernmenr sponsored

instrance limits.
LEASED GOMMERGIAL PRGPERTY

The leased commercial property is locared in Colorado Springs, Colosado, and s stated at cost.
Depreciation ix provided on the steaiehe line methed, and is recognized over the estimared wsefol Tives of
the assels,

Revenue from rental of leased commercinl property is recognized as received. All renl revenue in 2010
was frony one customer.

FALR VALUE MEASUREMENTS

Foir value is defined as an exir price, representing the amount that would be received to sell an asset or
paid to transfer o liability in an orderdy rransacrion berween madker parricipans. As such, fair value is 2
marker-hased measurement derermined based on assumptions that narket participanes would use in
pricing i asset or liabitiey. There are three Tevels which prioritize the inpurs used in measuring fair salue
s follows:

s Lovel I+ Ohservable marker inpues such as quored prices {unadjusted) in active markets for identical
assets or Liahiliries;

e Level 20 Observable marker inpaes, vther than quoted prices in active markets, that are observable
either direcrly or indivectly; wnd

s Level 30 Unobservable inputs where there s livele or no marker daca, which require the reporting
entity o develop its own assumprions.

The invesrment in SALL i the only asset ar liability of SAFE which s measured wt [air valee on a
recurring basis as of December 31, 2000 and 2004 Tair vadue of the investment in SAIL is determined

using Level 3 inpues wirkin the fuir value hierarchy.
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INCOME TAXES

SAFE has elected to be taxed o rate of 1% on taxable income (no tax an certain dividends received)
as defined in the Internal Revenue Code ("IRC™Y). The section of the TRC under which this electiion has
heen made is st o expire December 31, 20020 Ethores are heing taken 1o extend the applicabilicy of this
secrion of the TRC. However, i i is nor extended, SAFE will be vaxed ar o much higher rave on irs
andistribured raxable income mthe Turuees Tn addivion, beneliciries way e taxed on disrribations il
this IRC section is not exeended.

SAFE cannot carry non-capital vasable fosses hick w previous years or forwand o fiture years to offser
taxahle income. SAFE can carry capital fosses reatized on sales of investments forward w Tutare years ro
aftser capiral mains (eapisal losses cannon ke carried hack 1o previous years), Ac December 31, 2010,
SAFE had approximutely 33,7 million in capiad loss carryterwards available which can be used o offsel
future capital wains.

Because SAIL is a limited Liahitiny company, SAFEs share of its ner maxable income or {oss is passed
through o SAFE. Also, corrain parenerships and similar investments held by SAIL can require SAFE
to pay stare income taxes.  These ves were nat significant i either 2010 or 2009,

Tax vears 2007 through 2810 are open 1o examination,

USE 8F £STIMATES

The preparation of tinancial stalements requires numagement o make estimates and assumptions rha
atlect certain veported amounts and disclosares in the fnancil stairemenrs. Actual resules could differ
from those estinates.

SUBSEQUENT EVENTS

SAFE has evaduated subsequent events through the dace of the independent auditors’ report, which was

the dare these financial scatements were avaitahle o be ssaed.

SAL furmed SAIL in 2003 1o pool cash and cermain investments owned by SAFE, SAL and Shee Arika
Benefits Teust ("SART™Y. SABT is abso o sertlement trust with the sune anit hoelders and trustees as
SAFE. SATLS Board ol Directors consists of the same people who wre the trustees and board members
of SAFE, SAL and SABT. SATFTs trusrees believe that poucling investments at SAIL permirs greater
diversification, thereby reduring risk and enhancing resurns, SAHL Timits SAFLs Tability exposure 1o

the amount of the invesunenr in SAIL. SAILL i scheduled to terminate on December 31, 2023,

A samumary of SATL'S financial postrion and operating results as ul December 31 is ay follows:

2010

Investments, at fair value 5 4791502 3 053
Cash and cash equivialenis 1.737.130 2,667
Orher assers 06,009,014 353
Members equiry 53,722,676 270
Revenue, including adjustments 1o fair value of

invesrmoents 4084175 1o12.216
MNet income 1875406 1,585,461
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HOTE 2, CONTIRYED

Activity relazed to SAFE's investment in SAIL for 2010 and 2009 is summarized us folows:

Balance, December 31, 2008 % 53,826,532
Shure in raxable imcome 1,181,639
Discributions {2.435,768)
Adjustment to Fair value (including realized losses

not included i raxable income) 378,565
Balance, December 31, 2000 52,950,968
Share in taxable income 2,804,127
Distributions (2,200,000)
Adjustment to fair vatue 1,003,934

Balance, December 31, 2010 454,539,074

SAFE's ownership interest in SAIL was 98.31% and 98.39% of SAIL's rotal equity ar December 31, 2010
and 2009, respectively. At December 31, 2010 and 2009, SAFE and SABT are the only members of
SALL.

Leased commercial property is tocated in Colorado Springs, Colorado and consises of the following at
December 31, 2010 and 2009

2010 e
Building $ 6,975,074 S 6,942,061
Land ey CF22,000

7,697,574 7,664,061
Less: accumulated depreciation 7 _7(7370L7405) ) (1351,()_2_1)

LI TS

SAFE leases the commercial building in Colurado under s non-cancelable operating lease expiring on
June 30, 2015, The minimuem futare lease payments scheduled to he received on this non-cancelable

operating lease for years cnding December 31 are as follows:

2041 $ 965,079
2012 979,413
2013 993,975
2014 1,008,746
2015 507,468

3 4.454,686

SAFE has a note payable to n hank due in monthly instailments of $30,704 (including interest at 3.50%)
with a fina! payment Juc on November [, 2015, The note is secured by the leased commercial properry
in Colorado Springs, Colorado.

Principal payments on long-term debt for years ending December 31 are as tallows:

2014 § 126,681
2012 133,827
2013 141,375
2014 149,350
015 3,934,569

3 4,485,802
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SHEE ATIKA BENEFITS TRUST 2617

To the RBoard of Trustees and Unie Holders

Shee Arikd Benefirs Trust

Sitka, Alaska

We have audited the accompanying statements of tet assets of Shee Arikd Benefies Trust {"SABT") as
of December 31, 2010 and 2009, and vhe related statements of vevenue and expenses and chinges in net
assets (all on the modified income tax basis) for the vears then ended. These financial starements are
the responsihility of SART's management, Our responsibility is to express an opinion on these financial

starements based on our audis.

We conducted ang audits in accardance with auditing standads generally accepted in the United States.
These seandards require that we plan and perform the audit to ohtain reasonable assurance abour
whether the financial starements ase free of marerial misstatement, An adir includes examining, cn a
test basis, evidence supporting the amounts and disclosures in the linancial statements. An audit also
includes assessing the necounting principles used and significant estimares made by management, as well
as cvaluaring the overall financial strement presentation. We helieve that our audits provide a
reasonahle basis for our opinion.

As described in Note t, these financial statements were prepared on the basis of accounting SABT uses
for income tax purposes, except that it adjusts its investents 1o fair value (investments are valued s
cost on the hasis of accaunting SABT uses for income tax purposes). This is referred taas “the medified
income fax basis.” The purpose ol using the modificd income tax hasis of accounting is to make the
seaternents easicr o use for SART'S unit holders, The modified income 1ax hasis of accounting is a
comprehensive hasis of accounting other than accounting principles genesally accepted in the Unired
States,

In our opinion, the linancial statements referred abhuve present fairly, in all nsarerial respects, the net
assels of Shee Atikd Benefits Trust as of December 31, 2010 and 2009, and its revenue and expenses urul
changes in net assets for the years then ended, va the modificd income tax hasis of accounting as

described in Note 1.

April 4, 2011
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ASSETS

Investment in Shee Adkd Invessments, LLC &

Cash and cnsh equivalenrs
Leased commercial property, net

Total assers

LIABILITIES

Income rax payable and other labilities

NET ASSETS 3

Revenue
Equiry share in Shee Atikid Investments, LLC raxable
income {realized losses allocated limired ro $3,000

Fr

for income tax purposes)
Rentals from Yeased commercial property
Ouher

Expenises
Depreciaiion
Menagement fees paid to Shee Atilsd, Incorporated

Urher admistrative expenses

Taxable income (loss)

Income tax expense
Change in ter sssets before wdjustimens o fajr
value of investmenr in Shee Adiks
Investments, LLOC
Adjustment to tair value of investment in
Shee Atikd lovestments, [LLC

Change in net assefs $

2010 2009
1163649 F 1098299
23,563 11,930
2,735,545 2,885,873
3,073,057 3,996,102
1741 284
1011316 5 3.995.818

S8

2000 2009
45073 5 19,586
264,000 264,000
186
309,173 283,772
150,328 182,501
214,256
35,470 28,644
188,504 425,401
120,369 (141,629)

{1,741

108,628 (141,629)
20,177 9,131
128,805  § (132,498)
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ASSETS AR 2009

Investmeric in Shee Arika Investmengs, LLC £ 1,163,649 5 1.008,2909
Cash and cash equivalents 13863 [ 1,930
Leasied commerciaf property, net 2,133,546 2,883,873

Total assets 3.923.057 3,996,102

LIABILITIES

Income tax payable and other lihilities 11,741 284
NET ASSETS $ 391136 5 3,995,518

2000
Reveuue
Equiry share in Shee Al Investments, LLC raxable
income (realized losses allocated limited e $3,0080
for inconie mx purposes) B 45173 3 19,586
Rentals from leased caommercial property 264,000 264,000
Oxher 136
39,173 283,772
Expenses
Deprecistion 190,328 182,50
Management [ees paid 1o Shee Ariki, Incorporated 214,256
Orther administracive expenses 35,476 28,644
188,804 425,401
Taxable income (loss) 120,369 (141,620
Income ax expense AWES
Change in net sssets before adjustment o Lair
value of investment in Shee Atikq
Investmencs, LLC JO8.628 (141,629
Adjusrment to fair value of invesrment in
Shee Atikd fnvestments, LLC 20,177 9,131
Change in net assets $ {28,805 $ (132,498}
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2010 2009

Change in net assers § 128,805 5 {132,498)

Transfer of cash from Shee Aviki, Incorporated 253000 90,000

Transter of property to Shee Atikd, Incorporated (63,562)
Distributions o imit holders

Scholarships {406,971 (321,249)

Funeral benefics {39,336) (40 062)

Toral distributions (46@30?) (361 31 i)

Total decrease in net assets (84,502} (467,371)

Net assets, beginning of year 3,695 813 4,403,189

Net assets, end of year

$ 3,911,316

b 995616
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ORGANIZATHIN

Shee Atikd Pencfits Trust ("SABT"Y is an irrevocable settlement trust formed by Shee Atikd,

Incarporated ("SAT") under Alaska stacute. SABT was established 10 provide educational and funeral
Lenefits to unit holders who are also sharcholders of SAL Members of the Board of Direcrors of SAL act

a3 the rrustees.

SAL is an Urban Corporation organized pursuant o the Alaska Native Claims Settlement Acr
("ANCSA"). ANCSA, as amended, authorizes the conveyance of assets by o Narive corporation to @
settlement trust.

SABT's Class A trust units are issued to SATs shareholders in direct proportion to their shares of SAl
voting common stock, Class B oust unies are issued 1o any person who acquires SAL's shares and whe is
not 4 "Narive” or a "Descendant of a Native” within the meaning of ANUSA, in direct proportion o
their shares of SAl sonvoting common stock.  The rrust units are not generally rransterable. At
December 31, 2010, there were 185,200 trust units {of which [81,143 were Class A and 4,097 were Class
B) hekl by approximarely 3.000 heneficiaries.

The Sertlement Trust Agreement allows annual Jistributions of up to 100% of net cush income, as
defined, and up ro 20% of principal, o provide educagional and funcral benefits. There is no minimum

required distrilurion.

After the renth anniversary of SABT and each subsequent ten year period measured from the tenth
anniversary {the next modification Jare is November 8, 281 7), the wrustees may modity the terms of the
trust agreement with the unit holder approval. The modifications may inc lude changing the percentage
of net cash income thar may be used to provide benefits, modifying the principal distribution provisions,
or terminating SABT and distriburing all principal and acerued income to the heneficiaries.
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SAI provides administrative services w SABT. In 2008, SAl charged adiminisuative fees of $214,256 to
SABT. These fees were not paid hy SABT uneit 2009 and, thus, are included in the starement of
vevenues and expenses - madified inconze tax basis for 2009, Na such fees were charged for 2010 or 2009
as SA! discontinued charging administrative fees to SABT,

Due to anticipated future distributions to be made by SABT, SAI rransferred $253,000 and $90,000 o
SABT in 2010 and 2009, respectively, and is considering fntuee wansters o SABT av similar Jdollar

amounts over the next few years.

A wholly-owned subsidiary of SAT, Shee Avikd Management, LLC ("SAM"), has an aperating kease with
SABT for the Shee Atiks Totem Square Inn. All rental revenue in both 2010 and 2009 was from SAM.

BASIS OF AGCOUNTING

SABTs policy is to prepare its financial statements on the income tax basis of accounting, except that
it recopnizes its investment in Shee Arila Investments, LLC ("SAIL"Y at fair value rather than cost ("the
modified income rax basis"). Consequently, cerrain revenues are recognized when received (rather than
when earned) and certain expenses are recognized when paid (rather than when the expense is incurred).

SNVESTMENT I8 SHEE ATIKA INVESTMENTS, LLG

The investment in SAIL is stated at fair value and represents SART's vwnership interest in SAILs ner
assets. SAIL's basis of sccounting is identical to SABT's in that ir also uses the modified income tax
method,  Accordingly, its investments are stated at fair valve, For all of SAIL's other assets and
liabilities, carrying value is equal to fair value. As a resalt, net assets of SAIL are stated ar fair value.
SAIL's investments are subject to various market, liquidicy, and eredic risks, The Jifference between cost
and the fair value of the investment in SAIL at yearend represents unrealized appreciation or
depreciation on the investment. There are no restrictions on redemptions from SAIL.

CASH AND GASH EQUIVALENTS

SABT considers money market funds and highly liquid debt instruments purchased with a maturiry of
three months ar less ro be cash equivalents. SABT has cash halances in excess of government sponsored

insurance limits.

LEASED GOMMERCIAL PROPERTY

The leased commercial property is locared in Sitka, Alaska, and is stated at cost. Depreciation is
provided on a tax merhod referred ro as the MATURS methad, and is recognized over the estimated usetul
lives of ¢he assets.

Revenue from the rental of leased commercial propesty is recognized as received.

FAIR VALUE MEASUREMENTS

Fair value is defined as an exit price, representing the amount that would he received to sell an asset or
paid to transfer a Hability in an orderly transaction hetween marker participants. As such, fair value isa
macker-ased measurement derermined based on assimprions thar marker participants would use in
pricing an asset ot Hability. These are three levels which pricritize the inputs used in measuring fair valoe

as follows:

e Level £ Ohservable market inputs such as quoted prices (unadjusted ) in acrive markets for identical
assers or liabilities;

o Level 20 Observable macket iputs, orher rhan quoted prices in active markets, that are ohservable
either directly or indirectly; and

e Level 3+ Unobservable inputs where there is little or no market data, which require the reporring
entity o Jevelop its own ussumptions.

The investment in SAIL is the only asset or fiability of SABT whick is measurcd at fair value on a
recuring basis as of December 31, 2010 and 2009, Fair value of the investment in SAIL is derermined

using Level 3 inputs within the fair value hicrarchy.

SHOE ATIKA BEREFITS TRUST !
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HOTE | COMTIHGED

INGOME TAXES

SABT hus elected to be txed ara mte of 10% on raxable income (a6 tax on certain Jividends recefved)
as defined in the Internad Revenue Code (TTRC™). The section of the TRC under which ehis election has
heen made is set ro expire December 31, 28820 Efforts are heing taken to extond the applicabilivy of chis
section of the IRC, However, iF it is nor exrended, SABT will be raxed at a much higher rate on s
undistribured axable income in the future. o addicion, beneliciaries of SABRT may be waxed on
distribuzions i rhis IR section is not extended.

SABT cannot varry non-capizal taxable fosses back e previows years or forward o furure years Lo offset
tucable income. SABT can carty capital ksses realized on sales of investmenrs forward o furuse years
to offser capiral gnins (capital losses cannoer be carried back w previous years). At December 31, 2010,
SABT had spprosimately $182,000 in capital foss carryforwards avnilable which can be used o oftset
furure capiral gains.

Because SAIL i timited lability company, SABT S share of its taxable income or loss is passed thyough
to SABT. Also. cortain partnerships and similar investients hekd by SATL can require SABT o pay
state income taxes. These Ges were not significant in either 2000 or 2009,

Tax years 2007 throunh 2010 are open 1o exiinarion.

USE GF ESTIMATES

The preparation of linancial statements requires manszement to wake estimates and assumptions thar
alteer cervain reported amounts and disclosures in che financial stacements. Actual results could difter
{rom thase esrimates.

SUBSEQUENT EVENTS

SABRT has evaluated subsequent events through the Jare of the independent auditors” reporr, which was

the date these linaneial starements were available 1o be issued.

SAT formed SAIL in 2003 1o pool cush ind certain invesanents vwned by SART, SAL and Shee Atk
Fund Endowiment (SSAFE"). SAFE is also 2 sev lement trust with the same nnit hotders und crusrees as
SART. SAIL's hoard of direcrors consists of e same people who are the rrustees and board members of
SADRT, SAL and SAFE. SABT's trustees beliove thar pooling investments ar SAIL permits greater
diversificarion, thereby reducing visk and enhancing returns, SAIL dimits SABT's lability exposure to
the amount of the investenr in SAIL. SAIL i scheduled 10 terminare on December 31, 2023,

A summary of SAIL's financial posicion and operating results as ot December 31 s s follows:

2010 2009

Tvestments, ar fair value $ 47915912 5 17,531,005
Cash and cash equividents 1,737,150 31,222,662
Orher assets 6,009,614 5,293,553
Members' equity 53,722,676 54,049,270
Revenue, including adjustments to fair value of

invesrments 4,084,175 1,812,216
Ner incume 3,473,406 1,338,461
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Activity related to SARTS invesrment in SAIL o 2010 and 2009 i summarized as loflows:

Balanee, December 33, 2008 § 128709
Distributicns (217457
Share in taxabke income 19,586
Adjustment to fair value {including realized Tosses

Aol included 0 tasable income) 9,13}
Balunce, December 31, 2009 1,0U8,799
Shewe in taxable income 45,173
Adjustment g Fair value 20,177
Raknce, December 31, 2040 0 LI63049

SART's ownership interest in SALL was 1.09% and 161 of SAIL's roral equity ar December 35, 2010

i 2009, respectively. At December 31, 2010 and 2009, SART and SAFE are the ondy members of

SALL

Leased commercial property consists of the following ar December 31

010 2000
Buitding and improvements $ 1370496 5 1,370,496
Land 1,429,000 1,429,000
Furnirure and equipment 317,704 317.764

3,117,260 3,017 260
Less: accumulaced depreciation (351,713) (231,387

$ 2735545 $ 2,883,873

As noted previously, SABRT leases the Shee Atk Totem square Lan and alt properey located at or used
in conjunctivn with the property to SAM. The lease s payable in monrlily installments of $22,000 unri
September 3 2013, The minimum future beese payments schieduled 10 be reccived on this

noncancetlable operating lease for years ending December 31 are as follows:

201 5 204,000
2012 264,000
N 726,000
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To the Board of Directors and Members
Shee Atilad Investments, LLC
Sitka, Alaska

We have audited the accompanying balance sheers of Shee Arikd Invesrments, LLC ("SAIL") as of
December 31, 2010 and 2009, and the relared starements of operations and  members' equirty (all on the
modified income tax basis) (or the years rhen ended. These financial statements are the responsibitity
of SAIL's managenient. Our responsihilivy is 1o express an opiniun on these financial statements based
on our audits,

We conducred our audits in accordance with awditing standards generally accepred in the United Stares.
Those standards require that we plan and perform the audit to ohiain reasonable assurance about
whether the financial staremenis are Iree of material misstatemnent. An sdiv includes examining, on o
rest basis, evidence supporting the amoumzs and disclosures in the financial statements,  An audit lso
includes assessing the accounting principles used nnd significant estimates made by managemens, as weil
as evaluating the overall linancial statement presentation.  We belicve that our audits provide a
reasonable hasis for our opinion.

As described in Note 1, these financial seatesments were prepared on the basis of accounting SAIL uses
for income tax purposes, except thar ir adjusts its investment portfolio to fair value (investments are

valued at cost un the basis of accounting SAIL uses for income tax purposes). This is referred ro as "the

modified income tax basis.” The purpose of using the modified income tax basis of accounting is o make
the statements easier t use for SAIL's members and their unir holders. The modified income tax basis
of accounting is a comprehensive basis of accounting other than accounting principles generally

accepted in the United Srates.

iIn our opinion, the financial statements referred o in the first paragraph present fairly, in all material
respects, the financial position of Shee Arikd Invesrments, LLC as of December 31, 2018 and 2009, and
the result of ies operations and changes i members' equity for the vears then ended, on the modified
income tax basis of accounting described in Note 1.

Apuil 4, 2011
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ASSETS 2010 2009

Investments, at Lair value s 4715912 47,930,099
Cash and cash equivalenis 1,737,130 31,222,662
Len receivalle from Shee Arika, Incorporated 5,53 003 3,295,593
Dividends receivahle 526,372
Otlwer 12,144
Toal assels § 95,722,676 $ 54,049,270
MEMBERS' EQUITY
Membess equity 555,712,076 $ 34049270
RN Y th d
o 2000
Revenue
Interest 5 440,390 k3 434,603
Divideruls 2,625,468 1,059 966
Nt realized gains (foses) on sales of investnenis 128,504 (6,392,915}
Total revenuc 3,394,365 (4,898,346)
Expenses
Management, custadizn and professional tees 206437 194,236
Other expenses 4,332 20,519
Toral expetises 210,769 223,155
Taxable income {loss 3,183,796 (5,122,101
Adjustment to faie value of investments ONLLG10 6,710,962
Mot income $ 3,873,406 % (,588,461

Balance, December 31, 2008 R EN R ISY
Net incomue 1,588,461
Phsteiburions (2,652,763}
Bulance, Decemboer 31, 2009 94,049,270
Moot incame 3873406
Distributions (2,200,000)
Balance, December 31, 2010 495,722,676
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1 ORALT
ORGANIZATION

Shee Atk lovestmenrs, LLC ("SALL"Y was formed on July 1, 2003, by Shee Acikd lncorporated ("SAL)
as o Hoited liability company in Alska. SATL was tormed to pool invesrment activivy for SAL Shee
Atikid Fund Endowment ("SAFE. and Shee Avkid Benefite Trast ("SABT"Y 1o the extent assets are
transtereed by these eneities (o SAH. These three entities have been the only members of SAIL, During
2009, SALL reacquired all af SAL: interese, leaving SAFE and SADBT as the semaining members. The
members believe that pooling of investmenrs ar SAIL permits greacer diversitication, therehy reducing
risk and enluncing retums. SATS Boand of Directors, the trussees of SAFE and SABT, and SAIL's Board
of Directors consist of all the same people. Members' linhifity is limited to the amount of each member's
investment in SAIL. SAIL is scheduled ro rerminare December 31, 2073,

BASIS OF AGCOUNTING

SAIL's policy is to prepare its (inancial stazements on the income tax basis of accounting, excepe thar ic
recognizes its investments at feic vadue taghwer than cost ("the modified income tax basis™). Consequently,
certain revenues are recognized when received (rather than when carned) and certain expenses are

recognized when paid (rather than when the expense is incureed).
CASH AND GASH EQUIVALENTS

SAIL considers money warket lunds and highly liquid dehe instroments purchased with o nuaturity of
three months or Jess g0 be cash equivalents. SAIL has cash and investments in excess of government

sponsered inswrance limirs.
INVESTMENTS, AT FAIR VALIE
[nvestments are stated at fair vahuee based on the following:

o |nvesunents in mutual funds and corporare honds ace carried at current markee prices on active
cxchanges on the st trading Joy of the year. The internarional mutus! funds invest in securities of
various entities in many different countries o mitigate isk. These invesimens securitics are traded
o various Uniged Stres exchanges and are therefure subject ro the marker volarility in those
exchanues.

& Investments in real estate investment trusts are carvied at @ value determined by rhe entiey managing
the mvestment hecause no formal orpanized rading marker exists [or these securities, The value of
the investments rellects SALL's proportionate incerest in the net assets of the mvestmeni. Sale of
investment unigs can only be Jone through cedemption by the entity managing the investment,
Units can only be redeemed al certain times, and wich varying amounts of notice. Due to the dack
of an organized tading marker and the restrictions associared with mvestiment redemprion, liguidicy
for these investments may be impaired under cermin marker conditions.

The difference herween cost and fair valwe of securities held ar yearend represents unrealized

appreciation or depreciation on invesements. Realized gains and losses from securities transictions are

determined on the basis of the cost of the specilic sceurities sold and are recorded on the trade dare.
FAIR VALUE MEASUREMENTS

Fair vahue is defined as an exit price, representing the amount thar would be received o sell an asset or
paid to transter a liability in an orderly transaction hetween marker participanis. As such, fair value isa
market-based measurement determined based o assumptions char marker participants would use in
pricing an asset ar Hability, There are three levels which prioririze the inpurs used in measuring fair value

as follows:

o Level {: Observible market inputs such as quored prices (unadjusted) in acrive markers for identical
assets or linhilities;

o Level 2: Observable market inputs, ather than quated prices in active markets, that are abservahle
either directly or indirectly; and

e Level 3+ Uncbservable inputs where there is lirthe or no matker data, which require the reporting

entity 1o develop it own assumptions.
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The LHowing tables present information abour SAIL's investments which are measured ar fair value on
a recurring basis as of December 31, 2000 and 2009, and indicares the classitication by level of input
within the fair value hierarchy:

Fair Value Measuremenrs at December 31, 2010, using:

TOTAL FAIR VALUL
LEVEL 1 INPUTS LEVEL 7 INPUTS LEVEL 3 I8PUIS AT DECEMBER 31.20i0
Mutual Funds
Intermedinte-term
bond funds FLF, 149,753 $ - b - $17,149,753
Muoderate atlucation
bond funds 8,340,063 5,540,063
Corparate hond funds 5,318,394 5,318,394
Short-rerm bond funds 4.897,697 4897697
Forcign bond finuds 3,088,316 3,088,318
[ntermediare-term
govermment bond funds 2.073.038 2073038
High yield bond funds 2,065,069 2,065,065
Ulera-short bord funds 1,998,012 1,998,012
Short-term government
hond funds 1,978,102 1,978,102
Total mutual fumds 47,108,440 47,108,440
Real estate investment vrust 506,465 806,465
Otther 1,007 | Q07
547,109,447 $ - % 506,465 547915912
Fair Value Measurements at December 31, 2009, wsing:
TOFAL FAIR YALHE
LEVEL 1 INPLTS LEVLE 2 IHPUTS LEVEL 3 1HPUTS AT DECERBER 31. 2009
dMutis Funds
Inrermediare-term
hond funds $ 8472926 hi - % - S 8472924
Maoderate allocation
bond funds 7871682 7,671,682
Total mutual fads 16,344,608 16,344,608
Reul estate investment trust 1,071,128 1071,128
Oxher 135,31y 115,319
516,459,927 $ - 5 LOTLLI28 17,531,053

The following is a reconciliation of investments valued using Level ¥inpurs (investiment in a veal estare

invesrment rrust) for which significant unobservable inputs were ased in derermining fair vadue.

Ralance, December 31, 2008 $ 6,205,231
Salex (4,685,704)
Orther 21310
Change in fair value {409,709}
Balance, Decomber 31, 2009 1,071,128
Sales {406,676)
Oiher {17,24%)
Change in fair value 159,256
Balance, December 31, 2010 5 506,465
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HOTE 1 CONTINGED

INCOME TAXES

SAIL is rreated as 2 parenership for income mx seporting purposes. As such, no Hahility for income taxes
is included in the flinancial starements, SATL s tederal s retrrs are open 1o examination for the years
ended December 31, 2007 to 2010,

USE OF ESTIMATES

The preparation of linancial stwemenrs requires managemens to make estimares and assamptions rhar
aflect certiin reported amonats and disclosures in the Snancial statemenis. Actual resulis could differ
lrl'(\ﬂl []‘lﬂSC estimales.

SUBSEQUENT EVENTS

SAIL has evaluated subsequent evenss through the dute of the mdependent aoditoss’ reporr, which was

the Jate these Hnancial setenents were available o be issued.

NVEST|

Investiients are surnmarized as follows ar December 31:

2000 200
[sair Value Cust Fair Value Cost
Mutual funds:
Pimco All Asser Funild $8,540,0062 $8,932,185 $7.871.682 58.693.570
Pimeo Toral Return Bond Fand - 5,930,594 5,774,223 {47296 5,190,302
Pimco Income Fund 3,149,562 2,968,006
Templeton Global Bond Fund 3,088,316 3IOG847
TOW Towl Return Bond Fund 3,081,784 3,090,731

TOW Enwerging Mankers Bond
Fund

Metropelitan Wost Total
Return Bond Fund

Fidelivy Spartan Inrermediaee
Term Bond Fund

TCW Core Fised Income
Bond Fund

Metropolitan Wesr High
Yield Bond Fund

Pimco Morrage-Backed
Securitics Fund

Thompsen Plumb Bond Fund

Rideeworthy Insriturionad Ulira-

Shoer Bomd Fund

LEaton Vance Governmens
Olligation Bond Fund

Doubline Tol Return Bosdd
Fund

Pimeo StocksPLUS Shaor
Serarepy Fund

Lord Abber Short Dueagien
Bond Fund

208,812
2070,
2073058
10712681
1065065

2,052,796
2,042,686

[.uu8,012

FOTN 02

J930WI7

546,433

[ 08,208

2,037,
2308
2,000,747
2052023
2003035

2072970
202861

1 999,996
1,996,026
1 979,884
2007 462

1, Q04,196

SHEE 8TIKA INYTSTMENTS S

Real Estare Investment Trust:
RREEF america REIT 1L, Ine.
Other

1371128
115,319

$42792320 $17.531.055

122205
113,744

F15, 160,071

S00,465 7ROYTH
1007 245

247815912

AMMUAL FEPORT




RREEF Americn REIT I, Ine. ("RREEF"Y is o real estate imvestment trust investing i aparoment,
industrial, retail, and oflice propertios located througlow the Uniced Stares, In February 2011 SAIL
redeemed ies reromining interest in RREEF far proceeds of $306,442. The redemption of this investmeni
will result i realized gain for income rax purposes ol approximately $293,000,

In February 2000, SAIL sold its awnership in o pactnesship investment called the Clarion Lion Properties
Funal, LLC, to SAT for $4,685,704 which was the last reparted faic value of the invesrment at December
31,2008, The sale of rhis investment resulted in a realized gain of approximacely $2,000,000.

SAIL pays custodiat fees to LLS, Bank at a varying annual rate that averages 0.05% of SAIL's average
daily net assers at marker value, and $7.30 for cach security ransacrion. SAIL pays management fees to
certain of its invesrment managers compueed at an annual mate varying fom Q68% ro 1.00% of SAIL's
average daify net assets under their managerment (based on market vatue).

SAIL puid investment advisory fees of $103.386 and S104,781 in 2010 and 2009, respectively, which are

included in management, custodian, and professional fees on the statements of operations - modified

income tax basis,

SALL has provided 233,000,000 loan o SAL The Toan bears interest ar 8% and is Jue in full December
31,2012, The loan is secured by a Tiest position securisy interest in SALs ownership ol Shee Atiki
Haoldings Alice lsand, LLC and a fisst posirion sceurity inferest in approximaiely 3,000 acres of fand
owned Ty SAT o Karlian Bay, Alaska. No principal payments bave been made by SAL on the loan
through December 31, 20180 however, the balinee of the loan and selated oeerest is seduced by expense
payments made on the hehall of SAIL by SAL The halance ar Decentber 31, 2010 and 2009, includes
$531,008 and $293,353 of accrued interest, respectively.
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