(1) Question – What was the $3,328 CY2005 Other Expenses used for?

Response (1) -        $1,618 Multi Year Website Hosting and Domain Registrations



    920 Assoc Dues, Postage, Office Supplies, Misc.



    790 Donations ($290) + 501(c) (3) License Application Fee ($500) 


          $ 3,328 Total Other Expense


Ref: Exhibit A - Statement 1 – Form 990-EZ, Part 1, Line 16 – Other Expenses



Ref: Exhibit D - Detail Expense Listing for CY 2005
(2) Question - Other Assets - $10,671 – List them.

Response (2) -
$ 9,806 Donated Instruments Received


      865 Purchased Vintage Instruments


           $10,671 Total Other Assets 



Ref: Exhibit A - Statement 2 – Form 990-EZ, Line 24 – Other Assets



Ref: Exhibit E Purchased Instruments & Exhibit F – Donated Instruments Received
(3) Question – Did Charity Music receive any Cash contributions?
Response (3) -No cash contributions were received. The only cash receipts consisted of 3 instrument loan deposits, at $ 35.00 each. 
The Grand Total receipts since Charity Music Inc. was formed in are as follows: 


$7,817 Sale of assets from Pilot Program



  2,122 Notes of Appreciation Fundraiser Oct. 26, 2006



     700 Operating Loans Received


     157 Affiliate Program Commissions



       25 Donations from Columbia, NJ 


          $10,821 Grand Total Income Nov. 2005 / Dec. 2006


  $ 105 Cash receipts on hand (3 @ $35 ea)



Ref: Exhibit G – Detail Income Listing for CY 2005

(4) Question – 
An Automobile for sale on Ebay was listed at $44,000, and indicated that the proceeds would go directly to Charity Music Inc. Was the automobile sold? Who did the money go to?

Response (4) -
The automobile was given to Charity Music Inc on consignment to help raise operating funds. The vehicle did not sale, and was returned to the potential donor (Mr. Fachini). A portion of the estimated value was in the “INXS” license plate. The “INXS” license plate has since been returned to the State of Michigan.
(5) Question - If Charity Music is taking in $17,000 now, why do they need a gaming license?

Response (5) -
The $ 17,000 figure was from CY2005, and does not constitute a complete analysis of the current financial status of the organization.  At the end of CY2005, Charity Music Inc (CMI) was basically still in a start up phase. November and December of 2005 activities were mostly program launch related, and not representative of an average CMI operating budget.
As of December 4, 2006 the balance on hand was $1,616. 
In August 2006 CMI received an operating loan in the amount of $500.00 which is due in December 2006. 

The Operating Fund Balance at CY 2006 Year End is projected to be around $1,100.



Ref: Exhibit G – Detail Income Listing for CY 2005


Ref: Exhibit L – Detail Income and Expense History Nov. CY 2005 through Dec. 2006
(6) Question - Who does Charity Music provide the instruments to?
Response (6) -
The mission of Charity Music Inc is to provide musical instruments on loan, at no cost, to individuals wishing to explore their hidden musical talents.

In addition to individuals (on loan), Charity Music also provide instruments (as donations) to other nonprofit organizations. There are no restrictions as to who may receive the instruments.


Instruments distributed as of December 18, 2006 were as follows:




25.2 % On Loan to Individuals




44.4 % Donated to Schools & Military




30.4 % Sold Oct. 26, 2006 – Fundraiser for Operating Expenses



          100.0 %



Ref: Exhibit I - Detail of Instrument Donation Status as of December 17, 2006


Ref: Exhibit B - Statement 3 – Organization’s Primary Exempt Purpose



Ref: Exhibit H - Articles of Incorporation – Section 3. Article VI

(6-a) Question – How long can the instruments be kept by the Individuals, and Organizations that Charity Music provides them to?

Response (6-a) -
There is no set time limit as to how long the instrument may be kept by individuals who receive them (on loan) from Charity Music.
Instruments provided to nonprofit organizations and not considered a part of the Loan Program.
Organizations do not require a deposit, and the instruments are provided (as donations) for the nonprofit organization to keep forever, and use for whatever purpose they wish.
(6-b) Question – 
How did the Individuals and Organizations that you have provided instruments to learn about the Charity Music Program?

Response (6-b) -
 Individuals have learned about Charity Music while surfing the internet, and also through Charity Music’s membership in various statewide Freecycle Groups.



Organizations have learned about Charity Music through Charity Music’s membership and participation in State and National Professional Associations.



The General Public has learned about Charity Music at Award Presentations and through PR Web Firms that help promote the Charity Music organization.


Ref: Exhibit P – Freecycle Associate Groups that promote Charity Music (to individuals)


Ref: Exhibit M – Associations that help promote Charity Music (to organizations)


Ref: Exhibit Q – Awards received by Charity Music and/or its Officers

(6-c) Question – 
How does the Charity Music organization learn about Individuals and Nonprofit Organizations that may benefit from the services that Charity Music provides?

Response (6-c) -
Individuals and Organizations contact us by direct mail, phone and email.



Ref: Exhibit K – Example or a typical instrument request  
(7) Question - 
Is this gaming license only going to be used for the 50-50 Raffle on Super Bowl day every year or other raffles throughout the year?
Response (6-c) -
Charity Music Inc does not intend to conduct other raffles throughout the year.

The Volunteers that make up Charity Music Inc would like to have only one annual fundraiser. Funds raised at the annual Super Bowl Raffles would be dedicated to purchase musical instruments, and cover Charity Music operating expenses.

The Raffle Application submitted on November 8, 2006, and currently still under consideration by the Michigan Charitable Gaming Division, is for Charity Music Inc to conduct (3) Pilot 50/50 raffles at various locations on Super Bowl Sunday.

Ticket sales will be promoted by the Charity Music Super Bowl Internet Marketing Volunteers, and will be available for purchase at the CharityMusic.Com Website. 
Each of the (3) raffles have limited ticket sales of 100 each, with drawings to be held on February 4, 2007 at the following locations:


Mezzaluna Ristorante Italiano – Sterling Heights, MI 


Luciano’s Italian Cuisine – Clinton Township, MI



Jack’s Waterfront Restaurant – St. Clair Shores, MI

Beginning in January of 2008, Charity Music will conduct the annual fundraiser as a copy write protected program of Charity Music Inc (dba) “Super Bowl Charity Squares”


Ref: Exhibit L – Super Bowl Raffle promotional materials

(8) Question - What percentage of the donations and the money in the organization will actually be used for administrative cost and what percentage is actually going into the charity?

Response (8) -
100% of all donations go directly into the charity. Charity Music is an all volunteer organization with no paid Employees, Officers, or Volunteers. The expenses within the organization were as follows:



Internet/
         Assoc.
 Bank
  Office


Govt



Websites     Maint.    Dues       Expen
  Expen    Misc  Donations
Fees
Act.   2005
48.6%
         0.9 %
10.7%
   0.4%
   15.2%   0.4%     8.7%
15.0%
Act.   2006
13.1%
         0.0 %
  8.9%
   0.0%
   22.6%   0.0%   46.1%
  9.3%
Proj.  2007
15.0%
         0.0%       10.0%    0.0%
   10.0%   0.0%   60.0%            5.0%


Ref: Exhibit D – Detail Expense Listing for CY 2005


Ref: Exhibit O – Detail Expense Listing for CY 2006
(9) Question – Is it legal that the corporation was formed by three people and two are related.
Response (9) - It is perfectly legal, and a common business practice for family members to form a Corporation.  The law regarding “relationships” changes when the Corporation applies for Nonprofit Status. Of the 7 current Board Members, only 2 are related. In 2007 the Board Members will change, and it is anticipated that no Officers and/or Directors will be related.


Ref: Exhibit S – Conflict of Interest Policy
(10) Question – We would like to see letters from schools that have received some of these instruments so we know exactly where they went.
Response (10) -
Current Charity Music business practices do not allow Charity Music to solicit letters of endorsement, or otherwise, from organization that they support.
While most schools with formal music programs are supported by Band Boosters, Rotary, Kiwanis, etc., Charity Music prefers to support Special Education schools that do not have a music program or music budget.

Musical instruments donated to Charity Music are not usually of professional grade quality, but they are still much appreciated by individuals wishing to explore their hidden musical talents.

Some schools that we have donated to include Special Education Programs at: 

Glen H. Peters School, Macomb Township, MI


Madison School, Wyandotte, MI.


Ref: Exhibit I - Instrument Donation Inventory Status as of December 17, 2006
(11) Question -
 Who owns the vintage instruments?
Response (11) - 
The vintage instrument collection, aka (ICE) International Collectables Exhibit, is an asset of Charity Music Inc.
(11-a) Question - If the organization folds, what happens to the vintage instruments?

Response (11a) –
Article VI of the Charity Music Articles of Incorporation states:

“Upon the dissolution of this organization, assets shall be distributed for one or more exempt purposes within the meaning of section501©(3) of the Internal Revenue Code, or corresponding section of any future federal tax code, or shall be distributed to the federal government, or to a state or local government, for a public purpose. 



Ref: Exhibit H – Amendment to the Articles of Incorporation – Article VI states:

(12) Question - 
What exactly is the City Council being asked to approve at this meeting?
Response (12) -
The City Council is being asked (by the State of Michigan) to verify that Charity Music Inc is in fact a local (addressed in Sterling Heights) nonprofit organization.



Ref: Exhibit J- Local Governing Body Resolution for Charitable Licenses
As requested, documentation from both the State and Federal level was provided by Charity Music Inc to verify that Charity Music Inc was a recognized nonprofit organization, operating out of (mailing address in) Sterling Heights MI.



Ref: Exhibit T- IRS Letter indicating EIN # 20-2155383


Ref: Exhibit U- IRS (c )(3) determination letter


Ref: Exhibit V- Charitable Solicitation License # MICS 30227
Residents provided verbal verification that they had been in contact with the Michigan Attorney General, and that Charity Music Inc was in fact a nonprofit organization based in Sterling Heights since 2005.  



Ref: Exhibit J- Local Governing Body Resolution for Charitable Licenses
(13) Question - Who are the main players in the organization – wants to see the names of the parties who are actually the corporate officers – who holds what office and who are the other members, trustees, directors, remaining parties?

Response (13) – Charity Music Inc is an all volunteer organization that consists of the seven officers listed on Statement 4 – Officers, Directors, Trustees and Key Employees


Ref: Exhibit C – Statement 4 – Officers, Directors, Trustees and Key Employees
(14) Question - How does Charity Music track the Instruments that are out on loan or donated to organizations?
Response (14) – All donated Instruments are tracked in the following manner:



(1) Upon receipt the item is photographed, and assigned an inventory number.


(2) Item is added to the Instrument Status Report and updated as needed. 
 


Ref: Exhibit I – Instrument Donation Inventory Status Report
(14-a) Question - Where do you get the names from?
Response (14-a) -The majority of contacts are from individuals surfing the internet who either wish to receive or to donate instruments. We are also associated with various organizations that help promote Charity Music Inc



Ref: Exhibit M – Organization that help promote Charity Music Inc.
(14b) Question - Do you get the Instruments back?
Response (14-b) –So far the only ones that have come back, are ones that have come back for repair or exchange.
(15) Question - 
How many instruments have you given away how many are out on loan?

Response (15) -

         Qty
$ Value





5    
  825.00
On Loan to Individuals





9    
1453.00
Donated to Schools & Military




          14        $2278.00



Ref: Exhibit I - Instrument Donation Inventory Status as of December 17, 2006
(16) Question - 
How does the operation actually works

Response (16) -
People send emails to Charity Music requesting Instruments, or offering to donate instruments. If they are local and want to donate, either myself or one of the volunteers will go out and pick up the instrument. When people want an instrument that is in stock they take it on loan. If they want an instrument that is not in stock, they go on a waiting list. As funds become available we hope to purchase more instruments for distribution.  

(16a) Question - What good are you doing?

Response (16-a) –Upon full implementation the program can do a great deal of good. In the meantime ………………… …... If just one child picks up a used Charity Music instrument, rather than a gun or needle, we will have accomplished our mission.
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