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INDEPENDENT ACCOUNTANIS REPORT

To tho Eoard of Directors
SAMPTE COMPANY
Anytown, USA

We hsve reviewed the ac@moanvino balanc€ sheet of SAMPLE COMPANY €s of MErch 31,20_06 and 2005, and the ret€teii $;te;ents or incorne anJ.eraiiJc;;#;i;"0 cash flows ror
!^"_f:T,rl_"" :"9"q, in accordance wfth,statements-on StanJaiJsjii'ii-o,intins uno n"ui"",seryrces 6sued by the Am€ric€n Instltute of CenineO pJuif l6uni"ni".' nfr informatianincluded In these flnancial statements
COMPANY. 

rs the repr€sentation of thE management o, SAMPLE

A- re.,iew consists. prncipalry of hguiries.of .comp'ny personnsl and analytrcar pmcedures
:!lll-d,,.t"- I'ligir dals. tt is subsrantialy r"s" ii stie irlan 

-an-"ioi'iini"_m"n"" 
,"ittg€n^era y-accepted audtting- stsndsrds Ecc€pt.d in ttre Uniieo SGies ot-iiieri"", tn" ooje"tiue ofwnrcn rs the expression ot an ooinion regsrding the rn"ni6liia-dm"ni!' tiiun ". " ,nno,".Accordingly, we do not express sjch an opnron.

B€-sed on our r9vi€w, wB ars not aware of any matsrial modificstions thst should be made to theaccompanving tinancrsr statemonts in ord; for rhem i; t; ;;;;#iii'inn "ccou'tingpnncptes generElly accapted in the United St8tes otamerica.--



SAMPLE COMPANY
BALANCE SHEET

MARCH 31, 2006 AND 2005

ASSETS

C!rrenl Assets
Cesh end cash equivalents
Acclunts .eceivable, net of allowanc€
Retention receivable
Income tax ratum r€ceivable
Lo€n receivable - shareholdor
Other rscelvablss - ralated party
Costs and estlmat€d oamings in excass of billings

on contracls In pmg|6ss

Tolal Current Assets

Property and Equipment, net

Other Assets

Total Assets

2006 2005

xxxxxxxxx
xxxxxxxxx
xxxxxxxxx
XXXXXXXXX
XXXXXXXXX
xxxxxxxxx

xxxxxxxxx

xxxxxxxxx

XXXXXXXXX

XXXXXXXXX

xxxxxxxxx

XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX

xxxxxxxxx

XXXXXXXXX

xxxxxxxxx

XXXXXXXXX

XXXXXXX/J(

See accompanying Independent Accountant's Report.
The accompsnying notes are an integral part of th€se financisl st€t€ments
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SAMPLE COMPANY
BALANCE SHEET

MARCH 31, 2006 AND 2005

LIABILITIES AND SHAREHOLDERS' EOUITY

Current Liabil it ies
Acrounts payable and accrued expenses
Pension plan payable
Income taxes payable
Shareholder loens
Cspilal lease obllgation
Current portion of veh cle loan
B llings in excess of costs and estimated eern ngs

on contracts in progress

2006 2005

XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
xxxxxxxxx

xxxxxxxxx

XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX

XXXXXXXXXTotal Cuffent Liabitities

Long Term Liabil it ies
Vehicle loan, net of current portton
Line of credit payable
Deferred income taxes

TotEl Long Term Liabilities

Totat Liabitit ies

Shareholders' Equity
Comrnon slock, no par v6lue:

100,000 shares suthorized;
16,000 shar6s issu€d and outstandrng

Retained e6rnings

XXXXXXXXX XXXXXXXXX
XXXXXXXXX XXXXXXXXX
XXXXXXXXX XXXXXXXXX

XXXXXXXXX XXXXXXXXX

XXXXXXXXX XXXXXXXXX

XXXXXXXXX XXXXXXXXX
XXXXXXXXX XXXXXXXXX

Total Shareholders' Equity XXXXXXXXX XXXXXXXXX

Total Lrabrl i t ies sno Shsreiolders Eq"hy XXXXXXXXX XXXXXXXXX

See accompanying Independent Accounlanfs Repon.
The accompanying notes are an integral part of these financlal statements.
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SAMPLE COMPANY
STATEMENT OF INCOME AND RETAJNED EARNINGS
FOR THE YEARS ENDED MARCH 31, 2006 AND 2OO5

2006 2005

XXXXXXXXX

XXXXXXXXX

XXXXXXXXX

XXXXXXXXX

XXXXXXXXX

Conhact rgvenues

Contrecl costs (Schedule)

Gross profit

Operating expenses (Schedule)

Operating income before otficers, compensation

Offic6rs' compensation
Salsries
Pension contribution

N€t income from operations

Other income (sxpenso)
Interest Incorne
Interest expense

Total other inclmo (expens€)

Net income betore provision for incoma tsxes

Provision for income t8xes

Net income

Retsined €6rnjn9s; beginnjng ot ysar

Retained earnings; end ot year

XXXXXXXXX

XXXXXXXXX

XXY\Y\XXXXX

XXXXXXXXX

XXXXXXXXX

xxxxxxxxx xxxxxxxxxp/uxxxxxx xxxyJxxxx

XX/V\XXXXX X'CXXXXXX

XXXYV\XXXX XXXXXXXXX
XXXXXXXXX XXXXXXXXX
xxxxxxxxx xxxxxxxxx

X/JqXXX.Yd XXXXXXXXX

XXXXXXXXX YJXXXXXXX

XXXXXXXXX XXXXXXXXX

xxxxxxxxx xxxxxxxxx

XXXXXXXXX -SIIIIIIL

-.^ -_-- 
S* "*.panylng lndependent Acrountant,s Rgpon.Ine acctmpanying notes 8re an intsgral part ofthese financial itatements.



SAMPLE COIVPANY
STATEMENT OF CASH FLOWS

FOR THE YEARS ENDED MARCH 31, 2006 AND 2OO5

Cash flows from operating activities
Net lncome
Adjustments to reconcile net income to nel cash
used by operattonsi

8ad debt expense
Deferred income taxes
Deprec ation
(lncrease)decreasg in

Accounts receivable
Retention receivable
Loan receivable - shareholder
Other current assets
Costs and estimated earn ngs in excess

of billings on contracts in prcgress
Incre€se {decr€ase) in

Accounts payable
Accrued expenses
Pension pl8n payBble
Loans trom shareholder
Billings in excess of costs and €st mated

earnings on contracts in progress

Net cash used by operating activi|es

Cash flows from investing €ctivities
Purchases ot property End equipment

Net cash used by investing activities

Cash llows lrom tinancing activities
Increase n security deposit on operating lease
Payments on vehicle loan psyable
Payments on lease payable
Advances (payments) on ltne of credii

Net cash provided by financing activities

Net increase in cash and eq!iv6lents

Cash at beginning of period

a:.ch at ch.i ^t h.r'^.i

2006 2005

XXXXXXXXX XXXXXXXXX

xxxxxxxxx
xxxxxxxxx
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX

XXXXXXXXX

XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
xxxxxxxxx
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX

XXXXXXXXX

XXXXXXXXX XXXXXXXXX

XXXXXXXXX XXXXXXXXX

XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX

XXXXXXXXX
xxxxxxxxx
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX

XXXXXXXXX

xxxxxxxxx
XXXXXXXXX
xxxxxxxxx
XXXXXXXXX

XXXXXXXXX
xxxxxxxxx
XXXXXXXXX
xxxxxxxxx
xxxxxxxxx

XXXXXXXXX

See accompanying Independent Accountanf s Report.
The accompanying notes are an integral part of these financial statements.



SAMPLE COMPANY
NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

This summary of significant accounting policies of SAMpLE COMpANy, Inc. (,the Company") as
presented to assist in underst8nding the Company's UnancjE{ statemenls. The financial
statements and notes are representations of the Company's management who is responsible for
the Integrity and objectivity of the financial slalements, These accounting policies mnfom to
generally accepted accountlng princtples and have been consisten y applied Ln the preparalion
of the financial statemenls.

Nature of Oper€tions

SAMPLE COMPANY, Inc. is an independent XXXXXXXXXXXXXXXXXXXX contrsclor located
n Anylown, USA.. The Company designs and insts s various XXXXXXXXXXXXXXXXXX
systems throughout Anytown, USA.

Cash and Cash Eouivalents

For the purpose of reporting cash flows, the Company includes cash on deposit, cash on hand,
and certificates of deposit purchssed with an originat malurity of three months or less to be c€sh
equrvarenls.

Trade Accounts Receivable

Trade accounls receivable is recorded at the amolnt the ComDany exD€cts to collect gn
balances- outslanding at year-end. Management closely monitors outstanding balances and
writ€s off, as of year-end, all balances that are not considered collectsble at the lime the
llnancal statemenls are issued. Managemeni's use of the direct write off method of
uncol ectable receivables eliminated the need lor an allowance tor doubfiul accounls.

Prapg4sndfclipoeetr]

Property and equipment are stated at cost. The Company provides for depreciation and
Emorlization using the str-dight-line and accelerated methods over the estimated useful lives of
the principal classes of property ss follows:

Autornobiles and trucks
Office equipment
Furniture and fi)dures
l\4achinery and equipment
Leasehold improvemenls

5 years
5 years
7 yeats
5 years

7 years or term of lease,
whichever is shorier

Independent Accountant's Repon.
6

See accomp6nyiog



SAMPLE COMPANY
NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Conrinued)

lncome Taxes

Income taxes are provided tor the tax eflects of transaclions reponed in the linancial statements
and consist of taxes currently due plus deferred hxes. The deferred taxes represenl the future
Income tax consequences of those differences that will either be taxable or deductib e based
upon enacted tax laws and rates appllcable to the periods in which the differences are expected
to affect taxable income. The Company files its ncome tsx returns using the cash basis of
accounling. Deferred income taxes as of Msrch 31, 2006 were primarily retated to the ac.rlal of
accounts rec€ivable, accounts payable, and blllings in excess of costs snd estimated earninos
on conraqs n progress.

The eflective tax rate does not approximate federal and state statutory rates be€use cerlain
expenses are nol deductibl€ for income lax DurDoses.

Use of Estimates

The prepar8tion ot tinsncial staternents reqlires menagement to make eslimates and
assumptions thal affecl the reported amounts of assets and llabilities and disclosure of
contrngent assets €nd liabilities at the date of the linancial statements and the reoofleo amounls
of revenue and expenses durjng the reporting period. Actlal results could differ trom lhose
es!mates.

Concentrat ons of Credit Risk and Concentrations of Rev6nues

Financ al_ instruments, which potentially subject the Company to concentrations of credit risk,
consist of cssh end cash equiv€lents and aclounts receivable - contrgcts. The Company places
its cash and cash equivelents wrth high credit, qlality f inanc al institutions. At i imes, slch
ba ances may be in excess of the Federat Deposit Insurance Corporation inslrance imit of
$100,000.

Wrth respect to Eccounts receivable - contracts, the Compsny grents credit to customers,
sobstantally al of whom are located in Anytown USA. The Com,any routinely sssesses the
financial strength of its cLtstomers and, as a consequenc€, believes that the recejvable credit
risk exposure is limited. The Company lollows the practice of filing statutory liens on a 

 

prolecls
where collection problems are anticipated rhe llens serve as coleterar for accounts receivabre.

At March 31, 2006, accounts rec€vable from XXX cuslorners aggregated to XXo,6 of the
Company's total accounts receivable and retenlion r€ceivables.

For the year ended March 31. 2006, contract revenues from XXX cuslomers accounled lor XX%
of the company s total revenue.

See accompanying Independenl Accountant's Repon.
7



SAMPLE COMPANY
NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF slcNlFtCANT ACCOUNTTNG pOLtCtES (Continued)

Method of Accountjng for Lono-Term Construclion Contracts

The accompanying financial statements have been prepared using the percentage-of-
mmpletion method of accounling and, therefore, take into account the cog, estimated earnings
and revenue to date on fixedjee and cosFplus-fee contracls not yet completed.

The amount of revenue recognized at the stsiement date is the portion of the total contrdct price
that the cost expended to date bears to the anticip8ted llna cost based on current estimates of
cost lo complete. lt is not related to the progress billings to customers The method is used
because management considers total cost to be the best available measure of progress on the
contracls. Because of inh9rent uncertalnties in eslimating costs, it is at leest reasonably possible
that the estimates used wil lchange within the near term.

Because long-lerrn conlrdcrts extend over a period in excess of several months, changes in lobpertormance, changes in lob conditions, ond rev s ons in estimates of cost and earnings dur ng
the course of the work are relleded jn the accounting period in which the facts that require the
.evision become known. Claims lor additional @nftact revenue are recognized when realization
of the claim is assured and the amg!nt can re8sonably be determined.

At the time a loss on a contract becomes known, the enttre amount ol the estimated ultimate
loss ls recognized in lhe financial slatements.

Contracts that are substantially complete are considered closed lor flnancat sraremenl
purposes. Rev€nue earned on coniracts in progress in excess of billings (under-b lllngs) is
classjfied as a current asser. Amounts bi|ed ln excess of revenue earn6d iover-billingC) are
classitied as current liabilities.

NOTE 2 . CONTRACTS IN PROGRESS

At March 31, 2006 and 2005, cumulative costs, gross profit, revenue, progress billings, and net
over-billings on contracts in progress were as tolowsl

Cumulative costs io date
Cumulative gross proflt to dste

Cumulalive revenue earned
Less: Progress billings to dale

Net (over) under-billings

2006

xxxxxxxxx
xxxxxxx

xxxxxxxxx
XXXXXXXXX

$ _ xxxxxx_x

2045

XXXXXXXX
xxxxxx

XXXXXXX
XXXXXXX

$ xxxxxxx

See accompanying Independent Accountant's Repon.



SAMPLE COMPANY
NOTES TO FINANCIAL STATEMENTS

NOTE 3 - PROPERTY AND EOUIPMENT

Property 8nd equipment at March 31, 2006 6nd 2005 consisted otthe following:

2006 l.!29a

Automobiles and trucks XXXXXXXXX XXXXXXXXX
Office e€uioment XXXXXXXXX XXXXXXXXX
Fumiture and lldures XXXXXXXXX XXXXXXXXX
Machinery end equipment XXXXXXXXX XXXXXXXXX
Leasehold lmprovoments xxxxxxxxx xxxxxxxxx

$ XXXXXXX S XXXXXXX
L€ssiAccumulated depreciation XXXXXXXXX XXXXXXXXX

Tot8l $__XXXXXXX $,-XXXXXXX

Deprecation and smortiz€tion expense w€s XXXXXXX 8nd XXXXXXX lor the y€ars ended
[4arch 31, 2006 and 2005, respeclively.

NOTE 4 - LEASES

The Company leases a facility in Anyiown, USA, The operatlng lease is sch€duled to expire in
August 2008.

Future minimum lease psyments under lh6se loase agreement at March 31, 2006 were as
followsi

Year Ending Operating
Ma.ch 31. L€ase

2OO1 XXXXXX
2008 xxxxxx

Total $__XXXXXX

Rent expense was XXXXXXX and XXXX)(XX for th6 ye6rs ended March 31, 2006 and 2005,
respedrvely.

See accompanying Independent Accountant's Report.



SAIVIPLE COMPANY
NOTES TO FINANCIAL STATEMENTS

NOTE 5- INCOi,IE TAxES

Current and Deterred Taxes

The Company has current taxes payable of XXXXXXX and a deferred tax tiability of XX)OO(XX
as of March 31, 2006. The provision torincome taxes consists ofthe following components:

?aao 2005

Current
Deferred

Total

$ xxxxxx $ xxxxxx
XXXXXX XXXXXXX

$:_-xxxx=xx $_:_xxxx_xxx

NOTE 6. STOCKHOLDER'S EQUITY

On Apri 1, 2005, the number of issued and outstanding shsres of common stock was oecreaseo
from XXX)(XX to )UXXXX. This is the result of the purchase of treasury stock for XXXXXXX.
Also, in July 2005, the oulst€nding XXXXXX shares issu€d to Generic Narn€ wsre canceted,
and reissued Es follows: XXX shares of stock issued to Generc Name and XXXX shares ol
stock to Generic Name ll. The change had no effeci on the total capitalizetion of the Company.

NOTE 7 - CONTINGENCIES

The Company has bonding agreement with a surety company for many of its contracis. As part
of the bonding agreements, the surety has reclurse against ail of the Company's assets, and
the surety's obligelions are indemnified by the Company's shareholders.

NOTES-VEHICLELOAN

The Company has a loan payable, which was acquired afrer tinancing e vehicle The loan bears
inlerest at XXXXper annum, is payable in monthly instsllments of XXXX and matures in Ociober
2008.

Fulure maturities of the loah payable at March 31, 2006 were 6s followsl

Year Ending
March 31.

2OO7 $ XXXXX
2008 xxxxx
2009 xxxxx

Iolal L XXXXXX

See accompanying lndependent Acco!ntant's Reporl.
1 0



SAMPLE COMPANY
NOTES TO FINANCIAL STATEMENTS

NOTE 9. RETIREMENT PLAN

The Company maintsins a money purchase pl8n, $,hich covers subslantially all ils non-union
employees. For the years ended March 31, 2006 and 2005, the Company commined to
contribute xxxxxxx and xxxxxxx, respectiv€ly, to the plan.

NOTE I - Retained Eamings

Ret8ined earnings as of March 31, 2006 8nd 2005, consist ofthe following:

2006 2005

Treasury Stock XXXXXX XXXXXX
Retained Earnlngs - Unappropriated XXXXXX XXXXXX

XXXXXX XXXXXX

As of March 31, 2006, the Company holds X)o(XXX shares of lts own common stock. Theso
tressury stocks 6re recorded 8s a cspitsl adjustment.

See sccompanying Independent Accountant's Report.
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SAMPLE COMPANY
SCHEDULE OF CONTRACT COSTS

FoR THE YEAR ENDED MARCH 31, 2006 and 2005

XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
xxxxx$cq
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX

2005

XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
xxxxxxxxx
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
xxxxxxxxx

2006
Contract costs

Automobile
Bonding costs
Equipment rental
lnsurance
Insurance - workers' compensation
Licenses and permits
Mat€rials
Payroll tax€s
Salaries and wages
Shipping
Subcontractor costs
Union benefits

Total contract costs xxxxxxxxx xxxxxxxxx

See accompanying IndependentAccountants Repon.
The accompanying notes are an inlegral part of these financial ststements.



SAMPLE COMPANY
SCHEDULE OF OPERATING EXPENSES

FOR THE YEAR ENDED MARCH 3t, 2006 and 2005

2005 2005
Operating expenses

Advertising and promotion
8ad debt
Bank charges
Contribulions

Education
Meals and €ntertainmenl
Oftic€ expense
Payroll tax€s
Pension costs
Professional lees
Rent
R€peirs and maintenanc€
SalEries and wages
Taxes and licens6s
Telephone
Travel
Utilities

XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
xxxxxxxxx
xxxxxxxxx
XXXXXXXXX
XX/JqXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
xxxxxxxxx
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX

XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
xxxxxxxxx
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX
xxxxxxxxx
XXXXXXXXX
xxxxxxxxx
xxxxxxxxx
XXXXXXXXX
XXXXXXXXX
xxxxxxxxx
XXXXXXXXX
XXXXXXXXX
XXXXXXXXX

Total op6r8ting expenses XXXXXXXXX XXXXXXXXX

See accompanying lndependent Accountant's Rercrt.
The accompanying notes are an integralpan ofthese financial statements.
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