










 

 

MENTOR CAPITAL, INC. 
fka MAIN STREET AC, INC. 

NOTES TO THE FINANCIAL STATEMENTS 
FOR YEAR ENDING DECEMBER 31, 2006 

(Prepared Internally by the Company) 
 
 
 
NOTE – 1  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
General 
 
Mentor Capital, Inc. (the “Company”) was incorporated July 29, 1994, under the laws of the Sate of 
California.  On September 12, 1996, the Company’s offering statement was qualified pursuant to 
Regulation A of the Securities Act of 1933 by the SEC, and the Company began to trade its shares publicly.  
On August 21, 1998, (the “Petition Date”) the Company filed voluntary proceedings under Chapter 11 of 
the United States Code (the “Bankruptcy Code”) in the United States Bankruptcy Court for the Northern 
District of California.  On November 17, 1999 the SEC issued a “No Comment” letter with regard to the 
Company’s Plan of Reorganization, and on January 11, 2000, the Company emerged from the Chapter 11 
case.  Each and every security issued under the Company’s Plan of Reorganization (and in the case of 
warrants, the shares that spring from them) is exempt from registration under the Securities Act on account 
of the exemption provided under Section 1145 of the Bankruptcy Code.  99.99% of the Company’s 
27,475,649 securities are issued subject to the preceding exemptions and 1,715 shares of “144 Stock” were 
issued one or more years ago.  The Company contracted to provide financial assistance to small businesses 
since its reorganization and entered into a financial contract with a Phoenix-based service company in May 
2003. 
 
Property and Equipment  
 
Property and equipment are recorded at reorganization value and at cost less depreciation.  Depreciation is 
accounted for on a straight-line method based on estimated useful lives.  Betterments and large renewals 
which extend the life of the asset are capitalized, whereas maintenance and small repairs are expensed as 
incurred. 
 
Income Taxes 
 
The Company uses the asset and liability method as identified in SFAS 109, Accounting for Income Taxes.  
Benefits realized from preconfirmation net operating loss carryforwards will first reduce reorganization 
value in excess of amounts allocable to identifiable assets until exhausted and then be reported as a direct 
addition to paid in capital. 
 
Estimates 
 
The preparation of financial statements in conformity with generally accepted accounting principals 
requires management to make estimates and assumptions that affect the reported amounts of assets and 
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and 
reported amounts of revenues and expenses during the reporting period.  Actual results could different from 
the estimates. 
 
 
 
 
 
 
 



 

 

NOTE 2 --   WARRANTS 
 
As of December 31, 2006, the Company had   27,464,713 warrants issued and outstanding; series A 
warrants to purchase 2,989,180 shares of common stock for $1 per share, series B warrants to purchase 
7,999,356 shares of common stock for $3 per share, series C warrants to purchase 1,768,260 shares at $5 
per share, and series D warrants to purchase 14,707,917 shares at $7 per share.   The warrants expire on 
May 11, 2008, with one year automatic extensions.  The automatic extensions may be terminated or may be 
modified at the discretion of the Company’s board of directors. 
 
 
NOTE 3 --   PROPERTY AND EQUIPMENT 
 
Property and equipment at December 31, 2006 is comprised of the following: 
 
               2006        _ 
 
 Furniture and fixtures    $        2,010 
 Office Equipment             10,240 
       _____________ 
               12,250 
 
 Less accumulated depreciation          (12,250) 
       _____________ 
 
 Property and equipment, net   $                0 
       ============ 
 
 
NOTE 4 – DEFERRED COMPENSATION AND OTHER BENEFITS 
 
Deferred compensation and other benefits consist of  the following: 
        
       December 31, 

        2006        _ 
 
 Auto reimbursement    $    194,321 
 Relocation reimbursement            85,492 
 Severance pay           186,498 
       _____________ 
 
 Officer severance payable     $     466,311 
       ============     
 
    
       December 31, 

        2006        _ 
 
 Medical reimbursement    $      15,594 
 Vacation pay           102,000 
 Sick leave             44,750 
 Accrued officer salary          469,005* 

      _____________ 
 
 Accrued officer compensation   $    631,349 
       ============    
                                                                           
 * $469,005 net of  ($364,053) loans to stockholder is $104,952 net liability.   



 

 

NOTE 5  --   REDEMPTION FEE  LIABILITY 
 
The Plan of Reorganization provides for designees of the Company to redeem warrants that are not 
exercised timely on call by transferring a 10 cent redemption fee to a former holder from the designee 
through the Company.     Warrant holders and certain individuals have deposited redemption fees equal to 
expected redemptions with the Company that will be forwarded to the former  warrant holders at their last 
known address after the 90 day call period expires.  The Plan provides that if the redemption fee checks are 
not cashed within  90 days, then those redemption fees will be retained by the Company as additional paid 
in capital..  The classification  of $165,756 of additional paid in capital was, following a change of events,  
properly reassigned to redemption fee liability during 2007 which would otherwise bring this total  to 
$237,935. 
      

        2006        _ 
 
 Redemption fee liability    $   72,179 
 
 
 
 
NOTE 6  --   INCOME  TAXES 
 
 
As of December 31, 2005, the Company had available a net operating loss carryforward of approximately 
$606,279 for federal income tax purposes.  The tax benefit of the net operating loss carryforward available 
for state tax purposes was approximately $565,479. $104,000 in booked revenue is deferred. 
 
The Company’s provision for income taxes represents a current state income tax expense of $800 for the 
year ended December 31, 2006.  There is no current federal tax liability.   
 
The deferred federal tax liability is $17,838 and the deferred  state tax liability is $6,893. 
  
   
NOTE 7   --   EARNINGS PER COMMON SHARE 
 
On December 13, 2007 the Company effected a 1,000 to 1 reverse split on its outstanding common stock, 
under the authority of the January 11, 2000 court order and subsequent to a 84% approving shareholder 
vote and unanimous board of directors authorizing resolution.   Fractional shares were rounded up.  
Retroactively calculating  the reverse split and taking into account the affect of rounding, there are 15,038 
common shares outstanding as of December 31, 2006. 
        
        

        2006        _ 
 
 After-tax earnings per common share  $    2.54  per share 
 
 
The average shares listed below were not included in the computation of diluted earnings per common 
share because to do so would have been antidilutive for the year ended December 31, 2006. 
 
 
        

        2006        _ 
 
 Warrants     27,460,611 
 
 



 

 

NOTE  8   --  SUBSEQUENT  EVENTS 
 
During the August 2008 financial audit of  the fiscal year ending December 31, 2007,  audit adjustments 
suggested that certain income and expense from 2007 should be recognized in  prior periods. Those audit 
adjustments were applied and are correspondingly reflected in  the financial statement balances and entries 
for  the 2007,  2006 and 2005 fiscal years, as follows: 
        
            
                                                                                    2007                       2006                          2005 
                                                                              __________              _________               ____________ 
 
Revenue Recognition and Note Receivable         ($   39,500)               $    39,500 
Interest  Recognition and Receivable                    ($     5,667)               $      5,667 
Retained Earnings                         $    10,513                                                ($    10,513) 
Income             ($    19,913)              $    19,913 
Accounting Expense                          $    11,234              ($    11,234)                   
                                                                  ----------------            ----------------             ------------------ 
Annual Net  Adjustment           ($  43,333)               $   53,846                  ($    10,513) 
 
 
The adjustments are incorporated as part of the 2007 audited financial statements.  The 2006 financial 
statements associated with these notes, have been  adjusted to reflect the respective changes including the 
roll forward of the 2005 changes.  The 2005 financial statements have not been restated in their 
presentation, except as a prior period adjustment incorporated into the 2006 opening balance sheet as of     
January 1, 2006.  
 
As a result of the adjustments above,    2007,   2006,   2005 and  2004 summary revenue, net income, and 
income per share are as follows: 
 
                                      Audit with Trading   
                                      Deferred Revenue*    Audited       Un-audited         Un-audited            Un-audited 
                                                 2007                  2007               2006                   2005                      2004 
                                             _________      _________      _________       _________           _________ 
                                                                                                                                                               
Revenue                                 $243,879           $86,099         $176,706            $191,089              $853,656                                            
  
After-Tax Earnings                $64,747            ($93,033)         $36,449             $48,092                $40,076 
  
Net Earnings per Share     $4.40/sh           ($6.33/sh)         $2.54/sh            $3.36/sh               $2.85/sh 
                                                                                                                                                      (Unchanged) 
 
 
*$157,072 in income earned in 2007 was deferred until the start of trading because the associated contract 
could be cancelled if trading never started. Because trading has begun and the contingency is met, for 
comparison purposes, the income is shown during the period earned in addition to as audited. 
 
 
 
 
 
 
 
 
 
 
 
 


