Alternative Reporting Standard:

Guidelines for Providing Adequate Current Information

OTC Markets Group encourages all issuers of OTC equity securities to make adequate
current information available to the public markets. OTC Markets Group believes that federal
securities laws, such as Rules 10b-5 and 15c2-11 of the Securities Exchange Act of 1934
("Exchange Act”) and Rule 144 of the Securities Act of 1933 (“Securities Act”), and state Blue
Sky laws, require issuers to provide adequate current public information. With a view to
encouraging compliance with these laws, OTC Markets Group has created these Guidelines
for Providing Adequate Current Information (“Guidelines”) in order to assist issuers with
understanding their disclosure obligations under the Alternative Reporting Standard.*

In contrast to securities listed on U.S. stock exchanges, securities may trade in the OTC
market whether or not they are registered with the SEC. There are three ways that issuers of
OTC traded securities provide disclosure to investors:

e SEC Reporting Standard: Issuers may register a class of their securities with the SEC
and comply with SEC reporting requirements.

e Alternative Reporting Standard: When SEC registration is not required, issuers generally
must make the information publicly available pursuant to Rules 10b-5 and 15c2-11 under
the Exchange Act and Rule 144(c)(2) under the Securities Act.

e International Information Standard: As an alternative to the SEC Reporting Standard, Rule
129g3-2(b) under the Exchange Act (“Rule 12g3-2(b)”) permits non-U.S. companies with
securities listed on a non-U.S. exchange to make publicly available to U.S. investors in
English the same information that is made publicly available in their home countries.

OTC Markets Group believes adequate current information must be publicly available when
an issuer’s securities are quoted by a broker-dealer under the following circumstances:

e At the time of initial quotation in public markets;

e At any time corporate insiders or other affiliates of the issuer are offering, buying or
selling the issuer’s securities in the OTC market;

e During any period when a security is the subject of ongoing promotional activities
having the effect of encouraging trading of the issuer’s securities in the OTC market;

! This is not legal advice, and OTC Markets Group cannot assure anyone that compliance with our disclosure requirements
will satisfy any legal requirements.



e At the time securities initially sold in a private placement become freely tradable in the
OTC market; or

e At any time the issuer’s securities are quoted on OTCQX or included in the Current
Information OTC Market Tier.

Issuers with securities that have qualified for OTCQX International are providing adequate
current information because such issuers either (i) have a class of their securities registered
with the Securities and Exchange Commission (“SEC”) under Section 12(g) of the Exchange
Act and are current in their SEC reporting obligations or (ii) are non-U.S. issuers that are
exempt from registration pursuant to Rule 12g3-2(b), are current and fully compliant with their
obligations thereunder, and have posted the information required to be made publicly
available pursuant to Rule 12g3-2(b), in English via the OTC Disclosure and News Service.

These Guidelines may be amended from time to time, in the sole and absolute discretion of
OTC Markets Group, with or without notice.
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General Considerations

An issuer preparing a disclosure statement under the Alternative Reporting Standard shall
consider the purpose of adequate disclosure. Current and potential investors in the issuer’s
securities should be provided with all “material” information — the information available to the
issuer necessary for the investor to make a sound investment decision. The disclosure
should enable an investor of ordinary intelligence and investment skills to understand the
issuer’s business and prospects.

The disclosure must therefore present the issuer’s business plan and include a full and clear
picture of the issuer’s assets, facilities, properties, investments, management and other
resources, as well as a complete description of how they will be used to make profits. The
issuer’s business plan should clearly describe the competition, regulatory environment and
other risks to the issuer’s business, as well as the issuer’s plans for confronting these
challenges.

It is also important for an investor to understand how the issuer raises capital and treats
investors. At a minimum, the issuer must describe the ways it has raised capital by issuing
shares in the past — to whom and the amount of consideration involved. The investor should
also be provided with market information, including the past price history of any transactions
in the issuer’s shares.

Finally, the disclosure should use plain English.? This means using short sentences, avoiding
legal and technical jargon and providing clear descriptions. Your goal, as an issuer, should
be to give the investor the information you would wish the investor to supply if your positions
were reversed. You don’t need to be Shakespeare; you must, though, have a sincere desire
to inform.

2

For tips, you may wish to consult the SEC’s Plain English Handbook, available for free on the SEC’s website, at http://www.sec.gov.
OTC Markets Group Inc.
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Section One: Issuers’ Initial Disclosure Obligations

Instructions relating to the preparation of initial disclosure statements:

Issuers shall prepare a document that responds to each item and sub-item of the
Guidelines with information current as of the issuer’s most recent fiscal quarter or year
end and shall include in its response to a particular item (i) whether a particular item is
not applicable or unavailable and (ii) the reason it is not applicable or unavailable. The
disclosure statement shall be provided in the format set forth below.

Issuers may incorporate by reference financial statements and other exhibits that are
either posted elsewhere through the OTC Disclosure and News Service or on the
SEC’s EDGAR system, or are attached to the issuer’s disclosure statement, as long as
(i) the incorporated documents are current, (ii) the issuer clearly explains where the
incorporated documents can be found, and (iii) the issuer provides a clear cross-
reference to the specific location where the information requested by any particular
item can be found in the incorporated documents.

The initial disclosure statement shall be published through the OTC Disclosure and
News Service under the report name of “Initial Company Information and Disclosure

Statement.”
Part A General Company Information
Item 1 The exact name of the issuer and its predecessor (if any).

In answering this item, please also provide any names used by predecessor entities in the
past five years and the dates of the name changes.

Continental Prison Systems, Inc.

Item 2 The address of the issuer’s principal executive offices.

In answering this item, please also provide (i) the telephone and fax number of the
issuer’s principal executive offices, (ii) if applicable, the URL of each website maintained
by or on behalf of the issuer, and (iii) if applicable, the name, phone number, emalil
address, and mailing address of the person responsible for the issuer’s investor relations.

15375 Barranca Parkway, Suite E-102; Irvine, CA 92618
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Item 3 The jurisdiction(s) and date of the issuer’s incorporation or organization.

Provide the issuer’s jurisdiction(s) of incorporation or jurisdiction(s) of organization (if the
issuer is not a corporation) and the date on which it was incorporated or organized.

Incorporated in Nevada; February 17, 2004

Part B Share Structure

Item 4 The exact title and class of securities outstanding.

In answering this item, provide the exact title and class of each class of outstanding
securities. In addition, please provide the CUSIP and trading symbol.

Common Stock; CUSIP 211891 10 6; CPSZ.pk

Item 5 Par or stated value and description of the security.

A. Par or Stated Value. Provide the par or stated value for each class of
outstanding securities.
Par value .001

B. Common or Preferred Stock.
1. For common equity, describe any dividend, voting and preemption rights.

No dividends; each share has one vote

2. For preferred stock, describe the dividend, voting, conversion and liquidation
rights as well as redemption or sinking fund provisions.

NA
3. Describe any other material rights of common or preferred stockholders.

NA
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4. Describe any provision in the issuer’s charter or by-laws that would delay,
defer or prevent a change in control of the issuer.

None

Item 6 The number of shares or total amount of the securities outstanding for
each class of securities authorized.

In answering this item, provide the information below for each class of securities authorized.
Please provide this information (i) as of the end of the issuer’'s most recent fiscal quarter
and (ii) as of the end of the issuer’s last two fiscal years.

0] Period end date;

(i) Number of shares authorized;

(i)  Number of shares outstanding;

(iv)  Freely tradable shares (public float);

(v) Total number of beneficial shareholders; and
(vi)  Total number of shareholders of record.

December 31, 2011; authorized 1,000,000,000:;
297,171,698;110,787,967:;252:506.

Item 7 The name and address of the transfer agent*.

In answering this item, please also provide the telephone number of the transfer agent,
indicate whether or not the transfer agent is registered under the Exchange Act, and state
the appropriate regulatory authority of the transfer agent.

*To be included in OTCQX or the Current Information OTC Market Tier, the issuer’s
transfer agent must be registered under the Exchange Act.

Action Stock Transfer Corp.; 2469 E. Fort Union Blvd. Ste. 214; Salt Lake City, UT 84121;
(801)274-1086; Transfer agent is registered under the Exchange Act.

Part C Business Information

ltem 8 The nature of the issuer’s business.

In describing the issuer’s business, please provide the following information:

A. Business Development. Describe the development of the issuer and material
events during the last three years so that a potential investor can clearly understand

OTC Markets Group Inc.
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the history and development of the business. If the issuer has not been in business for
three years, provide this information for any predecessor company. This business
development description must also include:

1. the form of organization of the issuer (e.g., corporation, partnership,
limited liability company, etc.);

2. the year that the issuer (or any predecessor) was organized,;
3. the issuer’s fiscal year end date;
4, whether the issuer (or any predecessor) has been in bankruptcy,

receivership or any similar proceeding;

5. any material reclassification, merger, consolidation, or purchase or sale
of a significant amount of assets;

6. any default of the terms of any note, loan, lease, or other indebtedness
or financing arrangement requiring the issuer to make payments;

7. any change of control;

8. any increase of 10% or more of the same class of outstanding equity
securities;

9. any past, pending or anticipated stock split, stock dividend,

recapitalization, merger, acquisition, spin-off, or reorganization;

10. any delisting of the issuer’s securities by any securities exchange or
deletion from the OTC Bulletin Board; and

11. any current, past, pending or threatened legal proceedings or
administrative actions either by or against the issuer that could have a
material effect on the issuer’s business, financial condition, or operations
and any current, past or pending trading suspensions by a securities
regulator. State the names of the principal parties, the nature and
current status of the matters, and the amounts involved.

. Issuer is a corporation

. Organized February 17, 2004

. Fiscal year end - December 31

. No bankruptcy or receivership.

. Reverse merger in May 2008 with Pacific Financial Solutions, Inc.

. No default on acquired certificates of deposit (CD's), but they were transferred in to a
Trust in 2010.

OTC Markets Group Inc.
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7. No change in control.

8. None.

9. None anticipated at this time.
10. None.

11. None.

B. Business of Issuer. Describe the issuer’s business so a potential investor can
clearly understand it. To the extent material to an understanding of the issuer, please
also include the following:

1. the issuer’s primary and secondary SIC Codes;

2. if the issuer has never conducted operations, is in the development
stage, or is currently conducting operations;

3. whether the issuer is or has at any time been a “shell company”;?
Instruction to paragraph B.3 of Item 8:

If the issuer discloses that it is or has at any time been a shell company, it must also
include the following disclosure on the front page of its disclosure statement in
boldface, 12 point type:

If the issuer is currently a shell company:

“We are a shell company, therefore the exemption
offered pursuant to Rule 144 is not available. Anyone
who purchased securities directly or indirectly from us
or any of our affiliates in a transaction or chain of
transactions not involving a public offering cannot sell
such securities in an open market transaction.”

If the issuer was formerly a shell company:

8 For the purpose of this section a “shell company” means an issuer, other than a business combination related shell company, as defined
by Securities Act Rule 405, or an asset-backed issuer, as defined by Item 1101(b) of Regulation AB, that has:
(1) No or nominal operations; and
(2) Either:
(A) No or nominal assets;
(B) Assets consisting solely of cash and cash equivalents; or
(C) Assets consisting of any amount of cash and cash equivalents and nominal other assets.
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“We previously were a shell company, therefore the
exemption offered pursuant to Rule 144 is not
available. Anyone who purchased securities directly or
indirectly from us or any of our affiliates in a
transaction or chain of transactions not involving a
public offering cannot sell such securities in an open
market transaction.”

4. the names of any parent, subsidiary, or affiliate of the issuer, and its
business purpose, its method of operation, its ownership, and whether it
is included in the financial statements attached to this disclosure

statement;

5. the effect of existing or probable governmental regulations on the
business;

6. an estimate of the amount spent during each of the last two fiscal years

on research and development activities, and, if applicable, the extent to
which the cost of such activities are borne directly by customers;

7. costs and effects of compliance with environmental laws (federal, state
and local); and

8. the number of total employees and number of full-time employees.
For issuers engaged in mining, oil and gas production and real estate activities,

substantial additional disclosure of the issuer’s business is required. Contact OTC
Markets Group for more information.

1. 238290; The issuer provides kiosks to prison facilities. The kiosks accept cash and
debit or credit cards from an inmate's family, for the purpose of transmitting funds to the
inmate for use while incarcerated in the facility. In certain facilities, upon an inmate's
release, the remaining funds in the inmate's account are loaded to a non-reloadable debit
card.

Item 9 The nature of products or services offered.
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In responding to this item, please describe the following so that a potential investor can
clearly understand the products and services of the issuer:

A. principal products or services, and their markets;

Issuer places kiosks in prison facilities to allow for loading of funds to inmate
trust accounts; the bailing out of inmates and in certain facilities the receipt of cash
brought in by an inmates (booking cash).

B. distribution methods of the products or services;

Through kiosks placed in the facility or online.

C. status of any publicly announced new product or service;
NA
D. competitive business conditions, the issuer’s competitive position in the

industry, and methods of competition;

Issuer competes through complying with RFP's (Request For Proposals) by
interested facilities.

E. sources and availability of raw materials and the names of principal suppliers;
Issuer builds its own kiosks.

F. dependence on one or a few major customers;
Not applicable.

G. patents, trademarks, licenses, franchises, concessions, royalty agreements or
labor contracts, including their duration;

Issuer has applied for a patent.

H. and the need for any government approval of principal products or services and
the status of any requested government approvals.

Not Applicable.

ltem 10 The nature and extent of the issuer’s facilities.
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The goal of this section is to provide a potential investor with a clear understanding of all
assets, properties or facilities owned, used or leased by the issuer.

In responding to this item, please clearly describe the assets, properties or facilities of the
issuer, give the location of the principal plants and other property of the issuer and
describe the condition of the properties. If the issuer does not have complete ownership
or control of the property (for example, if others also own the property or if there is a
mortgage on the property), describe the limitations on the ownership.

If the issuer leases any assets, properties or facilities, clearly describe them as above and
the terms of their leases.

The issuer has a lease for it's office at: 15375 Barranca Parkway, Suite E102; Irvine, CA
92618. The issuer owns its kiosks subject to notes payable for certain of the kiosks.

Part D Management Structure and Financial Information

Item 11 The name of the chief executive officer, members of the board of
directors, as well as control persons.

The goal of this section is to provide an investor with a clear understanding of the identity of
all the persons or entities that are involved in managing, controlling or advising the
operations, business development and disclosure of the issuer, as well as the identity of
any significant shareholders.

A. Officers and Directors. In responding to this item, please provide the following
information for each of the issuer’s executive officers, directors, general partners and
control persons, as of the date of this information statement:

1. Full name;
2. Business address;
3. Employment history (which must list all previous employers for the past 5

years, positions held, responsibilities and employment dates);

4. Board memberships and other affiliations;
5. Compensation by the issuer; and
6. Number and class of the issuer’s securities beneficially owned by each

such person.
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Ronald K. Hodge, President/CEO, board of director; 15375 Barranca Parkway,
Suite E-102;Irvine, CA 92618. Prior to issuer, worked as CEO of MRG
COMMUNICATIONS, INC. with commensurate responsibilities. Owns 52,988,133
of the common shares.

James Sylvester, CFO, Sec/Treasurer, board of director; 15375 Barranca Parkway,
Suite E-102; Irvine,CA 92618 and 1162 Mokapu Blvd., Kailua, HI 96734, prior to
issuer worked as CFO for MRG COMMUNICATIONS, INC. Owns 24,617,240
common shares.

B. Legal/Disciplinary History. Please identify whether any of the foregoing persons
have, in the last five years, been the subject of:

1. A conviction in a criminal proceeding or named as a defendant in a
pending criminal proceeding (excluding traffic violations and other minor
offenses);

None.
2. The entry of an order, judgment, or decree, not subsequently reversed,

suspended or vacated, by a court of competent jurisdiction that
permanently or temporarily enjoined, barred, suspended or otherwise
limited such person’s involvement in any type of business, securities,
commodities, or banking activities;

None.
3. A finding or judgment by a court of competent jurisdiction (in a civil

action), the Securities and Exchange Commission, the Commodity
Futures Trading Commission, or a state securities regulator of a violation
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of federal or state securities or commaodities law, which finding or
judgment has not been reversed, suspended, or vacated; or

None.

4, The entry of an order by a self-regulatory organization that permanently
or temporarily barred, suspended or otherwise limited such person’s
involvement in any type of business or securities activities.

None.

C. Disclosure of Family Relationships. Describe any family relationships* among
and between the issuer’s directors, officers, persons nominated or chosen by the
issuer to become directors or officers, or beneficial owners of more than five percent
(5%) of the any class of the issuer’s equity securities.

None.

D. Disclosure of Related Party Transactions. Describe any transaction during the
issuer’s last two full fiscal years and the current fiscal year or any currently proposed
transaction, involving the issuer, in which (i) the amount involved exceeds the lesser of
$120,000 or one percent of the average of the issuer’s total assets at year-end for its
last three fiscal years and (ii) any related person had or will have a direct or indirect
material interest.

Instruction to paragraph D of Item 11:

1. For the purposes of paragraph D of this Item 11, the term “related
person” means any director, executive officer, nominee for director, or
beneficial owner of more than five percent (5%) of any class of the
issuer’s equity securities, immediate family members® of any such
person, and any person (other than a tenant or employee) sharing the
household of any such person.

2. For the purposes of paragraph D of this Item 11, a “transaction” includes,
but is not limited to, any financial transaction, arrangement or
relationship (including any indebtedness or guarantee of indebtedness)
or any series of similar transactions, arrangements or relationships.

The term “family relationship” means any relationship by blood, marriage or adoption, not more remote than first cousin.

“Immediate family members” means any child, stepchild, parent, stepparent, spouse, sibling, mother-in-law, father-in-law, son-in-law,
daughter-in-law, brother-in-law, or sister-in-law.
OTC Markets Group Inc.
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3. The “amount involved in the transaction” shall be computed by
determining the dollar value of the amount involved in the transaction in
guestion, which shall include:

a. In the case of any lease or other transaction providing for periodic
payments or installments, the aggregate amount of all periodic
payments or installments due on or after the beginning of the issuer’s
last fiscal year, including any required or optional payments due during
or at the conclusion of the lease or other transaction providing for
periodic payments or installments; and

b. In the case of indebtedness, the largest aggregate amount of all
indebtedness outstanding at any time since the beginning of the
issuer’s last fiscal year and all amounts of interest payable on it during
the last fiscal year.

4, In the case of a transaction involving indebtedness:

a. The following items of indebtedness may be excluded from the
calculation of the amount of indebtedness and need not be disclosed:
amounts due from the related person for purchases of goods and
services subject to usual trade terms, for ordinary business travel and
expense payments and for other transactions in the ordinary course
of business; and

b. Disclosure need not be provided of any indebtedness transaction for
beneficial owners of more than five percent (5%) of any class of the
issuer’s equity securities or such person’s family members.

5. Disclosure of an employment relationship or transaction involving an
executive officer and any related compensation solely resulting from that
employment relationship or transaction need not be provided. Disclosure
of compensation to a director also need not be provided.

6. A person who has a position or relationship with a firm, corporation, or
other entity that engages in a transaction with the issuer shall not be
deemed to have an indirect material interest for purposes of paragraph D
of this Item 11 where:

a. The interest arises only:

i. From such person’s position as a director of another
corporation or organization that is a party to the transaction; or
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ii. From the direct or indirect ownership by such person and all
other related persons, in the aggregate, of less than a ten percent
(10%) equity interest in another entity (other than a partnership)
which is a party to the transaction; or

iii. From both such position and ownership; or

b. The interest arises only from such person’s position as a limited
partner in a partnership in which the person and all other related persons
have an interest of less than ten percent (10%), and the person is not a
general partner of and does not hold another position in the partnership.

7. Disclosure need not be provided pursuant to paragraph D of this Item 11
if:

a. The transaction is one where the rates or charges involved in the
transaction are determined by competitive bids, or the transaction
involves the rendering of services as a common or contract carrier, or
public utility, at rates or charges fixed in conformity with law or
governmental authority;

b. The transaction involves services as a bank depositary of funds,
transfer agent, registrar, trustee under a trust indenture, or similar
services; or

c. The interest of the related person arises solely from the ownership of
a class of equity securities of the issuer and all holders of that class
of equity securities of the issuer received the same benefit on a pro
rata basis.

8. Include information for any material underwriting discounts and
commissions upon the sale of securities by the issuer where any of the
specified persons was or is to be a principal underwriter or is a
controlling person or member of a firm that was or is to be a principal
underwriter.

Disclose the following information regarding the transaction:

1. The name of the related person and the basis on which the person is
related to the issuer;

None.
2. The related person’s interest in the transaction;
None.
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3. The approximate dollar value involved in the transaction (in the case of
indebtedness, disclose the largest aggregate amount of principal
outstanding during the time period for which disclosure is required, the
amount thereof outstanding as of the latest practicable date, the amount
of principal and interest paid during the time period for which disclosure
is required, and the rate or amount of interest payable on the
indebtedness);

None.

4, The approximate dollar value of the related person’s interest in the
transaction; and

None.

5. Any other information regarding the transaction or the related person in
the context of the transaction that is material to investors in light of the
circumstances of the particular transaction.

None.
E. Disclosure of Conflicts of Interest. Describe any conflicts of interest. Describe

the circumstances, parties involved and mitigating factors for any executive officer or
director with competing professional or personal interests.

None.

Item 12 Financial information for the issuer’s most recent fiscal period.

Instruction to Item 12: The issuer shall post the financial statements required by this Item 12
through the OTC Disclosure and News Service under the appropriate report name for the
applicable period end. (If the financial statements relate to a fiscal year end, publish it as an
“‘Annual Report,” or if the financial statements relate to a quarter end, publish it as a
“Quarterly Report” or “Interim Report”) The issuer must state in its disclosure statement
that such financial statements are incorporated by reference. The issuer must also (i)
provide a list in the disclosure statement describing the financial statements that are
incorporated by reference, (ii) clearly explain where the incorporated documents can be
found, and (iii) provide a clear cross-reference to the specific location where the information
requested by this Item 12 can be found in the incorporated documents.

The issuer shall provide the following financial statements for the most recent fiscal period
(whether fiscal quarter or fiscal year).
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1) balance sheet;

2) statement of income;

3) statement of cash flows;

4) statement of changes in stockholders’ equity;
5) financial notes; and

6) audit letter, if audited

The financial statements requested pursuant to this item shall be prepared in accordance
with generally accepted accounting principles (GAAP)° by persons with sufficient financial
skills.

Information contained in annual financial statements will not be considered current more than
90 days after the end of the issuer’s fiscal year immediately following the fiscal year for which
such statement are provided, or with respect to quarterly financial statements, more than 45
days after the end of the quarter immediately following the quarter for which such statements
are provided.

See the September 30, 2011 complete financial statement previously
posted.

Item 13 Similar financial information for such part of the two preceding fiscal
years as the issuer or its predecessor has been in existence.

Please provide the financial statements described in Item 12 above for the issuer’s two
preceding fiscal years.

Instruction to Item 13: The issuer shall either (i) attach the financial statements required by
this Item 13 to its initial disclosure statement or (ii) post such financial statements through
the OTC Disclosure and News Service as a separate report under the name of “Annual
Report” for the applicable fiscal year end. The issuer must state in its disclosure
statement that such financial statements are incorporated by reference. The issuer
must also (x) provide a list in the disclosure statement describing the financial statements
that are incorporated by reference, (y) clearly explain where the incorporated documents
can be found, and (z) provide a clear cross-reference to the specific location where the
information requested by this Item 13 can be found in the incorporated documents.

See the December 31, 2010 financial statements previously posted.

Foreign private issuers that have furnished financial statements pursuant to Rule 12g3-2(b) under the Exchange Act can provide those
same financial statements as an alternative to U.S. GAAP. For information regarding U.S. GAAP, see http://cpaclass.com/gaap/gaap-us-
Ola.htm.
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Item 14

Beneficial Owners.

Provide a list of the name, address and shareholdings of all persons beneficially owning
more than five percent (5%) of any class of the issuer’s equity securities.

To the extent not otherwise disclosed, if any of the above shareholders are corporate
shareholders, provide the name and address of the person(s) owning or controlling such
corporate shareholders and the resident agents of the corporate shareholders.

ltem 15

Ronald K. Hodge, CEO, 820 E. Gettysburg Ave.; Fresno, CA 93704;
52,988,133 common shares.

James Sylvester, CFO, 1162 Mokapu Blvd.; Kailua, HI 96734; 24,617,240
common shares.

Gregory Hodge, 62 Audrey Circle; Breckenridge, CO 80424; 24,079,100
common shares.

The name, address, telephone number, and email address of each of the
following outside providers that advise the issuer on matters relating to
operations, business development and disclosure:

1.

Investment Banker
None.

Promoters

None.

Counsel

Larry Horwitz, Horwitz, Cron & Armstrong, LLP; 26475 Rancho Parkway

South; Lake Forest, CA 92630. 949.540.6540. Ihorwitz@hcalaw.biz

4. Accountant or Auditor - the information shall clearly (i) describe if an outside

accountant provides audit or review services, (ii) state the work done by the
outside accountant and (iii) describe the responsibilities of the accountant
and the responsibilities of management (i.e. who audits, prepares or reviews
the issuer’s financial statements, etc.). The information shall include the
accountant’s phone number and email address and a description of the
accountant’s licensing and qualifications to perform such duties on behalf of
the issuer.

dbbmckennon, certified public accountants, registered firm - Public

Company Accounting Oversight Board. 20321 SW Birch Street, Suite 200;
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Newport Beach, CA 92660. Phone number - 949.203.3010 Will provided audit
services in the future.

5. Public Relations Consultant(s)
None.

6. Investor Relations Consultant
None.

7. Any other advisor(s) that assisted, advised, prepared or provided
information with respect to this disclosure statement - the information shall

include the telephone number and email address of each advisor.

None.

Item 16 Management’s Discussion and Analysis or Plan of Operation.

Instructions to Item 16

Issuers that have not had revenues from operations in each of the last two fiscal years, or
the last fiscal year and any interim period in the current fiscal year for which financial
statements are furnished in the disclosure statement, shall provide the information in
paragraphs A and C of this item. All other issuers shall provide the information in
paragraphs B and C of this item.

The discussion and analysis shall focus specifically on material events and uncertainties
known to management that would cause reported financial information not to be necessarily
indicative of future operating results or of future financial condition.

Issuers are not required to supply forward-looking information. This is distinguished from
presently known data that will impact upon future operating results, such as known future
increases in costs of labor or materials. This latter data may be required to be disclosed.

A. Plan of Operation.

1. Describe the issuer’s plan of operation for the next twelve months. This
description should include such matters as:

I. a discussion of how long the issuer can satisfy its cash
requirements and whether it will have to raise additional funds in
the next twelve months;
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iv.

a summary of any product research and development that the
issuer will perform for the term of the plan;

any expected purchase or sale of plant and significant equipment;
and

any expected significant changes in the number of employees.

Not Applicable.

B. Management’s Discussion and Analysis of Financial Condition and Results of
Operations.
1. Full fiscal years. Discuss the issuer's financial condition, changes in

financial condition and results of operations for each of the last two fiscal years.
This discussion should address the past and future financial condition and
results of operation of the issuer, with particular emphasis on the prospects for
the future. The discussion should also address those key variable and other
gualitative and quantitative factors that are necessary to an understanding and
evaluation of the issuer. If material, the issuer should disclose the following:

Vi.

Vii.

Any known trends, events or uncertainties that have or are
reasonably likely to have a material impact on the issuer's short-
term or long-term liquidity;

Internal and external sources of liquidity;

Any material commitments for capital expenditures and the
expected sources of funds for such expenditures;

Any known trends, events or uncertainties that have had or that
are reasonably expected to have a material impact on the net
sales or revenues or income from continuing operations;

Any significant elements of income or loss that do not arise from
the issuer's continuing operations;

The causes for any material changes from period to period in one
or more line items of the issuer's financial statements; and

Any seasonal aspects that had a material effect on the financial
condition or results of operation.

The issuer continues to contract with prison facilities in its effort to
increase revenues. Issuer has also begun a program whereby it sells the rights
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to a state to a third party to contract with prison facilities. The third party pays a
license fee and royalty fee on gross revenue. Sources of liquidity are revenues
from contracted prison facilities as well as the sale licenses. The issuer
continually needs to purchase kiosks and funds the purchase either through
current revenues or through a contract with the kiosk provider.

2. Interim Periods. Provide a comparable discussion that will enable the
reader to assess material changes in financial condition and results of
operations since the end of the last fiscal year and for the comparable interim
period in the preceding year.

See the posted December 31, 2010 and September 30, 2011 financial
statements.

C. Off-Balance Sheet Arrangements.

1. In a separately-captioned section, discuss the issuer’s off-balance sheet
arrangements that have or are reasonably likely to have a current or future
effect on the issuer's financial condition, changes in financial condition,
revenues or expenses, results of operations, liquidity, capital expenditures or
capital resources that is material to investors. The disclosure shall include the
items specified in paragraphs C(1)(i), (i), (iii) and (iv) of this Item 16 to the
extent necessary to an understanding of such arrangements and effect and
shall also include such other information that the issuer believes is necessary
for such an understanding.

I. The nature and business purpose to the issuer of such off-balance
sheet arrangements;

il. The importance to the issuer of such off-balance sheet
arrangements in respect of its liquidity, capital resources, market
risk support, credit risk support or other benefits;

iii. The amounts of revenues, expenses and cash flows of the issuer
arising from such arrangements; the nature and amounts of any
interests retained, securities issued and other indebtedness
incurred by the issuer in connection with such arrangements; and
the nature and amounts of any other obligations or liabilities
(including contingent obligations or liabilities) of the issuer arising
from such arrangements that are or are reasonably likely to
become material and the triggering events or circumstances that
could cause them to arise; and
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2.

OTC Markets Group Inc.

Any known event, demand, commitment, trend or uncertainty that
will result in or is reasonably likely to result in the termination, or
material reduction in availability to the issuer, of its off-balance
sheet arrangements that provide material benefits to it, and the
course of action that the issuer has taken or proposes to take in
response to any such circumstances.

Issuer has no off balance sheet arrangements.

As used in paragraph C of this Item 16, the term off-balance sheet
arrangement means any transaction, agreement or other contractual
arrangement to which an entity unconsolidated with the issuer is a party, under
which the issuer has:

Any obligation under a guarantee contract that has any of the
characteristics identified in paragraph 3 of FASB Interpretation
No. 45, Guarantor's Accounting and Disclosure Requirements for
Guarantees, Including Indirect Guarantees of Indebtedness of
Others (November 2002) ("FIN 45"), as may be modified or
supplemented, and that is not excluded from the initial recognition
and measurement provisions of FIN 45 pursuant to paragraphs 6
or 7 of that Interpretation;

A retained or contingent interest in assets transferred to an
unconsolidated entity or similar arrangement that serves as credit,
liquidity or market risk support to such entity for such assets;

Any obligation, including a contingent obligation, under a contract
that would be accounted for as a derivative instrument, except
that it is both indexed to the issuer's own stock and classified in
stockholders' equity in the issuer's statement of financial position,
and therefore excluded from the scope of FASB Statement of
Financial Accounting Standards No. 133, Accounting for
Derivative Instruments and Hedging Activities (June 1998),
pursuant to paragraph 11(a) of that Statement, as may be
modified or supplemented; or

Any obligation, including a contingent obligation, arising out of a
variable interest (as referenced in FASB Interpretation No. 46,
Consolidation of Variable Interest Entities (January 2003), as may
be modified or supplemented) in an unconsolidated entity that is
held by, and material to, the issuer, where such entity provides
financing, liquidity, market risk or credit risk support to, or engages
in leasing, hedging or research and development services with,
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the issuer.
Instructions to paragraph C of Item 16

I. No obligation to make disclosure under paragraph C of this Item 16 shall
arise in respect of an off-balance sheet arrangement until a definitive
agreement that is unconditionally binding or subject only to customary
closing conditions exists or, if there is no such agreement, when
settlement of the transaction occurs.

il. Issuers should aggregate off-balance sheet arrangements in groups or
categories that provide material information in an efficient and
understandable manner and should avoid repetition and disclosure of
immaterial information. Effects that are common or similar with respect to
a number of off-balance sheet arrangements must be analyzed in the
aggregate to the extent the aggregation increases understanding.
Distinctions in arrangements and their effects must be discussed to the
extent the information is material, but the discussion should avoid
repetition and disclosure of immaterial information.

iii. For purposes of paragraph C of this Iltem 16 only, contingent liabilities
arising out of litigation, arbitration or regulatory actions are not
considered to be off-balance sheet arrangements.

Iv. Generally, the disclosure required by paragraph C of this Item 16 shall
cover the most recent fiscal year. However, the discussion should
address changes from the previous year where such discussion is
necessary to an understanding of the disclosure.

In satisfying the requirements of paragraph C of this Item 16, the discussion of off-
balance sheet arrangements need not repeat information provided in the footnotes to
the financial statements, provided that such discussion clearly cross-references to
specific information in the relevant footnotes and integrates the substance of the
footnotes into such discussion in a manner designed to inform readers of the
significance of the information that is not included within the body of such discussion.

None.
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Part E Issuance History

Item 17 List of securities offerings and shares issued for services in the past two
years.

List below any events, in chronological order, that resulted in changes in total shares
outstanding by the issuer (1) within the two-year period ending on the last day of the
issuer’'s most recent fiscal year and (2) since the last day of the issuer’'s most recent fiscal
year.

The list shall include all offerings of securities, whether private or public, and shall indicate:

0] The nature of each offering (e.g., Securities Act Rule 504, intrastate,
etc.);

(i) Any jurisdictions where the offering was registered or qualified;
(i)  The number of shares offered,
(iv)  The number of shares sold;

(v)  The price at which the shares were offered, and the amount actually paid
to the issuer;

(vi)  The trading status of the shares; and

(vii)  Whether the certificates or other documents that evidence the shares
contain a legend (1) stating that the shares have not been registered
under the Securities Act and (2) setting forth or referring to the
restrictions on transferability and sale of the shares under the Securities
Act.

The list shall also include all shares or any other securities or options to acquire such
securities issued for services in the past two fiscal years and any interim periods, describing
(1) the securities, (2) the persons or entities to whom such securities were issued and (3)
the services provided by such persons or entities.

With respect to private offerings of securities, the list shall also indicate the identity of the
persons who purchased securities in such private offering; provided, however, that in the
event that any such person is an entity, the list shall also indicate (a) the identity of each
natural person beneficially owning, directly or indirectly, more than five percent (5%) of any
class of equity securities of such entity and (b) to the extent not otherwise disclosed, the
identity of each natural person who controlled or directed, directly or indirectly, the purchase
of such securities for such entity.
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The issuer raised funds in 2011 through the Securities Act Rule 504.

43,500,000 common shares were issued via this vehicle. The shares were
qualified in New York. The price paid for the shares varied between $0.01 and
$0.02. The amount received for the shares totaled $405,000.00, net of
commissions. The common shares sold were freely trading shares.

The issuer also raised funds in 2011 via Private Placement

Memoradums. The share price varied between $0.02 and $0.03 per common
share. The issuer raised approximately $375,000.00 via these PPM's.

Part F Exhibits

The following exhibits must be either described in or attached to the disclosure statement:

ltem 18 Material Contracts.

A. Every material contract, not made in the ordinary course of business, that will
be performed after the disclosure statement is posted through the OTC Disclosure and
News Service or was entered into not more than two years before such posting. Also
include the following contracts:

1)

2)

3)

4)

Any contract to which directors, officers, promoters, voting
trustees, security holders named in the disclosure statement, or
the Designated Advisor for Disclosure are parties other than
contracts involving only the purchase or sale of current assets
having a determinable market price, at such market price;

Any contract upon which the issuer’s business is substantially
dependent, including but not limited to contracts with principal
customers, principal suppliers, and franchise agreements;

Any contract for the purchase or sale of any property, plant or
equipment for consideration exceeding 15 percent of such assets
of the issuer; or

Any material lease under which a part of the property described in
the disclosure statement is held by the issuer.

None.

B. Any management contract or any compensatory plan, contract or arrangement,
including but not limited to plans relating to options, warrants or rights, pension,
retirement or deferred compensation or bonus, incentive or profit sharing (or if not set
forth in any formal document, a written description thereof) in which any director or any
executive officer of the issuer participates shall be deemed material and shall be
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included; and any other management contract or any other compensatory plan,
contract, or arrangement in which any other executive officer of the issuer participates
shall be filed unless immaterial in amount or significance.

None.

C. The following management contracts or compensatory plans need not be
included:

1) Ordinary purchase and sales agency agreements;

2) Agreements with managers of stores in a chain organization or
similar organization;

3) Contracts providing for labor or salesmen’s bonuses or payments
to a class of security holders, as such; and

4) Any compensatory plan that is available to employees, officers or
directors generally and provides for the same method of allocation
of benefits between management and non-management
participants

Item 19 Articles of Incorporation and Bylaws.

A. A complete copy of the issuer’s articles of incorporation or in the event that the
issuer is not a corporation, the issuer’s certificate of organization. Whenever
amendments to the articles of incorporation or certificate of organization are
filed, a complete copy of the articles of incorporation or certificate of
organization as amended shall be filed.

See attached.

B. A complete copy of the issuer’s bylaws. Whenever amendments to the bylaws
are filed, a complete copy of the bylaws as amended shall be filed.

See attached.

Item 20 Purchases of Equity Securities by the Issuer and Affiliated Purchasers.

A. In the following tabular format, provide the information specified in paragraph
(B) of this Item 20 with respect to any purchase made by or on behalf of the issuer or
any "Affiliated Purchaser” (as defined in paragraph (C) of this Item 20) of shares or
other units of any class of the issuer's equity securities.
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ISSUER PURCHASES OF EQUITY SECURITIES
Period Column (a) Column (b) Column (c) Column (d)
Total Number of Average Price Total Number of Maximum Number (or
Shares (or Units) Paid per Share (or | Shares (or Units) Approximate Dollar
Purchased Unit) Purchased as Part | Value) of Shares (or
of Publicly Units) that May Yet
Announced Plans Be Purchased Under
or Programs the Plans or
Programs
Month #1
(identify
beginning
and ending
dates)
Month #2
(identify
beginning
and ending
dates)
Month #3
(identify
beginning
and ending
dates)
Total o
B. The table shall include the following information for each class or series of

securities for each month included in the period covered by the report:

1. The total number of shares (or units) purchased (Column (a)). Include in
this column all issuer repurchases, including those made pursuant to
publicly announced plans or programs and those not made pursuant to
publicly announced plans or programs. Briefly disclose, by footnote to the
table, the number of shares purchased other than through a publicly
announced plan or program and the nature of the transaction (e.g., whether
the purchases were made in open-market transactions, tender offers, in
satisfaction of the company's obligations upon exercise of outstanding put
options issued by the company, or other transactions).
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2. The average price paid per share (or unit) (Column (b)).

3. The total number of shares (or units) purchased as part of publicly
announced repurchase plans or programs (Column (c)).

4. The maximum number (or approximate dollar value) of shares (or units) that
may yet be purchased under the plans or programs (Column (d)).

Instructions to paragraphs (B)(3) and (B)(4) of this Item 20:

a. In the table, disclose this information in the aggregate for all plans
or programs publicly announced.

b. By footnote to the table, indicate:
i. The date each plan or program was announced;
ii. The dollar amount (or share or unit amount) approved,;
iii. The expiration date (if any) of each plan or program;

iv. Each plan or program that has expired during the period
covered by the table; and

v. Each plan or program the issuer has determined to
terminate prior to expiration, or under which the issuer does
not intend to make further purchases.

C. For purposes of this Item 20, “Affiliated Purchaser” means:

1. A person acting, directly or indirectly, in concert with the issuer for the
purpose of acquiring the issuer's securities; or

2. An affiliate who, directly or indirectly, controls the issuer's purchases of such
securities, whose purchases are controlled by the issuer, or whose
purchases are under common control with those of the issuer; provided,
however, that “Affiliated Purchaser” shall not include a broker, dealer, or
other person solely by reason of such broker, dealer, or other person
effecting purchases on behalf of the issuer or for its account, and shall not
include an officer or director of the issuer solely by reason of that officer or
director's participation in the decision to authorize purchases by or on behalf
of the issuer.

ltem 21 Issuer’s Certifications.
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Continental Prison Systems, Inc.
15375 Barranca Parkway, Suite E-102
Irvine, CA 92618

I, Ronald K. Hodge, certify that | have reviewed this annual Disclosure Statement, and based on
my knowledge, this Disclosure Statement does not contain any untrue statement of a material
fact or omit to state a material fact necessary to make the statements made, in light of the
circumstances under which such statements were made, not misleading with respect to the
period covered by this disclosure statement and, based on my knowledge, the financial
statements, and other financial information included or incorporated by reference in this
disclosure statement, fairly present in all material respects the financial condition, results of
operations and cash flows of the issuer as , and for, the periods presented in this Disclosure
Statement. Dated this 6™ day of February, 2012.

K. Hodge, CEg,\Jre ident

S



Continental Prison Systems, Inc.
15375 Barranca Parkway, Suite E-102
Irvine, CA 92618

I, James E. Sylvester, certify that | have reviewed this annual Disclosure Statement, and based
on my knowledge, this Disclosure Statement does not contain any untrue statement of a
material fact or omit to state a material fact necessary to make the statements made, in light of
the circumstances under which such statements were made, not misleading with respect to the
period covered by this disclosure statement and, based on my knowledge, the financial
statements, and other financial information included or incorporated by reference in this
disclosure statement, fairly present in all material respects the financial condition, results of
operations and cash flows of the issuer as, and for, the periods presented in this Disclosure
Statement. Dated this 6" day of February, 2012.

ﬁmes E. Sylvester, CFO%/
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PACIFIC FINANCIAL SOLUTIONS, INC.

CONSENT AND RESOLUTIONS OF THE
BOARD OF DIRECTORS OF
PACIFIC FINANCIAL SOLUTIONS, INC.
(ANEVADA CORPORATION)

Pursuant to the Authority granted to directors to take action by unanimous conseat
without 2 meeting pursuant to the Articles of Incorporation of Pacific Financial Sclutions, Inc.,
the Board of Directors (“Directors™) of Pacific Financial Solutions, Inc., a Nevada Corporation
(the “Company™), do hereby consent to, adopt, ratify, confirm and approve, as of the date
indicated below, the following recitals and resolutions, as evidenced by their signature hereunder:

WHEREAS, the Company desires to file a Certificate of Amendment to amend the
Articles of Incorporation (the “Articles”) of the Company to change the name of the Company to
Continental Prison Systems, Inc.;

WHEREAS, the Directors believe it is in the best interest of the corporation to authorize
and approve the filing of the Certificate of Amendment as set forth herein;

NOW, BE IT RESOLVED, that it is hereby authorized and approved to execute and file
the Certificate of Amendment to change the name of the Company to Continental Prison Systems,
Inc.

GENERAL RESOLUTIONS

Resolved further, that the officers of the corporation are hereby authorized and instructed
to take whatever steps necessary to effectuate the above described resolutions.

IN WITNESS WHEREOF, the undersigned have set forth their hands in his capacity as
of this |{£ day of May, 2008.

onald ge, Di

James Sylvester, Director
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PACIFIC FINANCIAL SOLUTIONS, INC.

CONSENT AND RESOLUTIONS OF THE
BOARD OF DTRECTORS OF
PACIFIC FINANCIAL SOLUTIONS, INC.
(A NEVADA CORPORATION)

Pursuant to the Authority granted to dircctors to take action by unanimous consent
without a meeting pursuant to the Articles of Incorporation of Pacific Financial Solutions, Inc.,
the Board of Directors (“Directors™) of Pacific Financial Solutions, Inc., 2 Nevada Corporation
(the “Company™), do hercby consent to, adopt, ratify, confirm and approve, as of the date
indicated below, the following recitals and resolutions, as cvidenced by their signature hereunder:

WHEREAS, the Company desires to filc a Certificatc of Amendment to amend the
Articles of Incorporation (the “Articles”) of the Company to change the name of the Company to
Continental Prison Systems, Inc.;

WHEREAS, the Directors believe it is in the best intcrest of the corporation to authorize
and approve the filing of the Certificatc of Amendment as set forth herein;

NOW, BE IT RESOLVED, that it is hereby authorized and approved to exccute and file
the Certificate of Amendment to change the name of the Company to Continental Prison Systems,
Inc.

GENERAL RESOLUTIONS

Resolved further, that the officers of the corporation are hereby authorized and instructed
to take whatever steps necessary to effcctuate the above described resohutions.

IN WITNESS WHEREOF, the undersigned bave set forth their hands in his capacity as
of this I _day of May, 2008.

Ronald Hodge, Director

:E%es S)'lwm%'r
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ARTICLES OF INCORPORATION
OF
PACIFIC FINANCIAL SOLUTIONS, INC.

The undersigned, a natural person being more than eighteen years of age, acting as
incorporator of a corporation pursuant to the provisions of the General Corporation Laws of the State
of Nevada, does hereby adopt the following Articles of Incorporation for such corporation:

Article |
Name

The name of the corporation is Pacific Financial Solutions, Inc.

Article [1
Duration

The duration of the corporation is perpetual.

Article 11
Purposes

The purpose for which this corporation is organized is to transact any lawful business, or to

promote or conduct any legitimate object or purpose, under and subject to the laws of the State of
Nevada.

Article IV

The authorized capital of this corporation shall consist of seventy five million (75,000,000)
common shares, having $.001 par value. All such common shares are non-assessable and each share
shall have equal rights as to voting and in the event of dissolution and liguidation. The shareholders

shall have no preemptive rights to acquire any shares of this corporation. There shall be no
cumulative voting by shareholders.

Article V
Resident Agent and Office

The street and mailing address of the initial resident office of the corporation is 202 North
Curry Street, Suite 100, Carson City, Nevada 89703-4121, and the name of the resident agent of the
corporation at that address 1s State Agent and Transfer Syndicate, Inc.



Article VI
Directors

The corporation shall be governed by a Board of Directors and shall have not less than one
(1) nor more than seven (7) directors as determined, from time to time, by the Board of Directors.
The onginal Board of Directors shall be comprised of two (2) people. The names and addresss of the
persons who are to serve as directors until the first annual meeting of shareholders and until their
successor is elected and shall qualify are as follows:

Clifford Goehring
1330 South Ham Lane
Suite 104-A

Lodi, CA 95242

Article VII
Incorporator

The name and address of the incorporator is:

Harry T. Martin

1330 South Ham Lane
Suite 101

Lodi, CA 95242

Article VIII
Limitation of Liabilit

No director or officer shall be personally liable to the corporation or its stockholders for
monetary damages for any breach of fiduciary duty by such person as a director or officer.
Notwithstanding the foregoing sentence, a director or officer shall be liable to the extent provided by
applicable law, (i) for acts or omissions which involve intentional misconduct, fraud or a knowing
violation of law, or (1) for the payment of distributions in violation of Nevada Revised Statutes
78.300. Notwithstanding anything contained in the Articles of Incorporation to the contrary, the
personal liability of the directors or officers of the corporation is hereby eliminated to the fullest

extent permitted by the applicable provisions of the Nevada Revised Statutes, as the same may be
amended and supplemented.

Article IX
Indemnification

The corporation shall, to the fullest extent permitted by Sections 78.751 et seq. of the Nevada
Revised Statutes, as the same may be amended and supplemented, indemnify any and all persons
whom 1t shall have power to indemnify under said sections from and against any and all of the
expenses, liabilities, or other matters referred to in or covered by said sections, and the

.



indemnification provided for herein shall not be deemed exclusive of any other rights to which those
indemnified may be entitled under any bylaw, agreement, vote of stockholders or disinterested
directors, or otherwise, both as 1o action in his official capacity and as to action in another capacity
while holding office. and shall continue as to a person who has ceased to be a director. officer,

employee, or agent and shall inure to the benefit of the heirs, executors, and administrators of such a
person. )

Dated this 3rd day of February 2004,

R T s

Harry T(yamn
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