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To the Stockholders  

«Company»
«City», «State»
We have compiled the accompanying forecasted balance sheet and the accompanying forecasted statement of income and expenses of «Company» for the years ending _____, 200X, 200X and 200X, in accordance with Statements on Standards for Accounting and Review Services issued by the American Institute of Certified Public Accountants.

A compilation is limited to presenting in the form of a forecast information that is the representation of management and does not include evaluation of the support for the assumptions underlying the forecast.  We have not examined the forecasts and, accordingly, do not express an opinion or any other form of assurance on the accompanying statements or assumptions.  Furthermore, there will usually be differences between the forecasted and actual results, because events and circumstances frequently do not occur as expected, and those differences may be material.  We have no responsibility to update this report for events and circumstances occurring after the date of this report.
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                    200X      200X       200X
CASH FLOWS FROM OPERATING ACTIVITIES

   Net (Loss) Income                   $(66,111)  $649,809 $1,166,821

   Adjustments to reconcile net income

     to net cash (used in) provided by 

   Depreciation and Amortization         90,000     90,000     90,000

   (Increase) Decrease In:

     Accounts receivable               (285,030)  (199,492)  (336,642)

     Inventory                          ( 5,000)  ( 40,575)   (27,925)

     Other assets                        29,500     29,500     29,500

   Increase (Decrease) In:

     Accounts payable                    82,178     57,853     97,627

NET CASH (USED IN) PROVIDED BY 

OPERATING ACTIVITIES                   (154,463)   587,095  1,019,381
CASH FLOWS FROM FINANCING ACTIVITIES

  Proceeds from loans payable           800,000         ---        ---

  Proceeds from issuance of

     common stock                       400,000         ---        ---

  Repayment of loans payable           (256,504)  (218,069)  (445,427)

  Decrease in capitalized lease oblig.  (27,202)   (26,262)   (30,226)  

  Payments to acquire treasury stock   (220,000)        ---        --- 
NET CASH PROVIDED BY (USED IN) 

   FINANCING ACTIVITIES                 696,294   (244,331)  (475,653)

NET INCREASE IN CASH AND

   CASH EQUIVALENTS                     541,831    342,764    543,728

CASH AND CASH EQUIVALENTS -         

   BEGINNING                            108,000    649,831    992,595

CASH AND CASH EQUIVALENTS -

   ENDING                            $  649,831 $  992,595 $1,536,323

Supplemental Disclosure of Cash Flow Information

Income Taxes Paid                    $       0  $  531,225 $  924,136

Interest Paid                        $  170,421 $  152,546 $  125,022

The financial forecasts are based on a series of assumptions or predictions about future events and circumstances which may or may not prove to be correct.  A statement of significant assumptions on which the forecasts are based is an integral part of these financials. See Accompanying Summaries of Significant Assumptions and Accounting Policies and Accountant's Report
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NOTE 1 - NATURE OF THE FORECASTS

This financial forecast presents, to the best of management's knowledge and belief, the Company's expected results of operations and cash flows for the forecast periods.  Accordingly, the forecasts, reflect its judgment as of________, the date of this forecast, of the expected conditions and its expected course of action.  The assumptions disclosed herein are those that management believes are significant to the forecasts.  There will usually be differences between forecasted and actual results, because events and circumstances frequently do not occur as expected, and those differences may be material.

NOTE 2 - SIGNIFICANT FORECAST ASSUMPTIONS

These forecasted financials have been prepared for the purpose of obtaining a combination of equity and financing from  Venture Corp.  Venture Corp is a small business investment company licensed by the Federal Government under the Small Business Investment Act of 1958.  «Company» is seeking to obtain 1,200,000 as follows:




$  400,000    Capital Contribution




   800,000    Six Year amortizable, subordinated loan




              at 12%, interest only for 12 month, no




              prepayment penalty



$1,200,000

Use of Proceeds




$  220,000    Buy back of various shareholders stock




   200,000    Payoff of Loan




    80,000    Closing Costs 

   250,000    International recruitment including 

              advertising and support for dealers & 

              distributors

   250,000    Development of domestic branch offices

    80,000    Product development – hiring of chemist

   120,000    Retaining of advertising agency

$1,200,000
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The viability of the forecasted results and all the underlying assumptions are based on the significant forecasted assumption that funding will be successful and the Company will obtain a capital contribution of $400,000 and additional financing of $800,000 on or about_________.  Without the timely contribution of these funds in the first year, the results of future years could vary significantly from the forecasted figures.

SALES
Management developed sales forecasts based on the estimated growth in regional affiliate and dealers agreements on a domestic and international level.  The estimates are based on the historical trend of growth as well as the expansion anticipated from the use of proceeds for intensifying recruitment advertising efforts.

COST OF SALES

Product Costs - are based on management's estimated material cost breakdown and production related costs.  The forecasted balance sheet for the year ended ________reflect the acquisition by the Company of property, plant and equipment associated with the development of a manufacturing facility.  Average product costs are estimated to be 10% of gross sales as a result of the Company  manufacturing its own products.

Discounts - The Company is contractually obligated to offer its regional affiliates and dealers product discounts. The Company estimates the discount to be 38% of gross sales based upon these contractual obligations and future development of domestic regional offices.

Commissions – The Company assumes it will be required to pay 6% of gross sales.

SELLING, GENERAL AND ADMINISTRATIVE EXPENSES

Management has based it's forecasted selling, general and administrative expenses on such criteria as economic conditions, geographical locations and availability of service and other basic business overhead components.  These expenses are based on known existing obligations which include lease commitments, loans and actual salaries as they presently exist.  
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Selling - The Company will use part of the proceeds it receives from Ventures Corp. to intensify recruitment advertising efforts in financial newspapers in  U.S., Europe and Latin America.  It intends to intensify support trips to domestic dealers as well as international distributors.  «Company» plans to establish two domestic offices and hire an ad agency to develop a targeted ad campaign in key trade journals and expand its trade show program schedule.

Rent Expense – Rent includes minimum lease payments due on the _____facility as well as payments to one of its officers for office space.  

PENSION EXPENSE – PROFIT SHARING PLAN
The Company has adopted a profit sharing plan covering substantially all of its employees.  The Corporation made its initial contribution to the plan during the year ended_______.  Forecasted contributions are estimated by management but are not mandatory.  As a result, contributions will only be made if projected income goals are achieved.

INCOME FROM AFFILIATES

The Company retains an equity interest in several of the distributors.  The affiliated companies and their respective percentage interests are as follows:




Southeast Corporation
     40%




Northeast Corporation
     40%




Great Rif Corporation      40%




West Corporation

     50%




Eastern Corporation
     50% 

LICENSING FEE – 
Under the terms of a revised agreement, subsequent to_____, Plimpton International will receive a fee equal to 1.5% of gross sales of «Company» excluding any «Company» sales not to exceed $50,000 per year.  Payments are due quarterly effective______.
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PROVISION FOR INCOME TAXES

Management has assumed the income generated over the forecasted period will be taxed at 44%.  The rate is calculated based on a 34% federal corporate income tax bracket and an additional 10% allocated for various state and local taxing authorities.

BALANCE SHEET ASSUMPTIONS
Accounts Receivable

Domestic invoices are collected within 60 days.  International sales are received by wire.  Accounts receivable is assumed to be 2/3 of the current quarter’s net sales after discount.

Inventory

Inventory is stated at lower of cost or market on a first-in, first-out method.  Inventory consists of finished product, raw materials used in production and packaging supplies.  Inventory is assumed to be 100% of the next quarters required sales at cost but not less than $145,000.

Property and Equipment

Depreciation expense is estimated and used for presentation purposes only.  Actual depreciation and amortization is calculated by using various accelerated methods based on the useful life of various assets placed in service.  

Expenditures for maintenance and repairs are charged to expense as incurred.

Due from Officer

In July ____, Jeff Butler borrowed $88,500 from the Company.  The forecasted balance sheets reflect the repayment of $29,500 per annum over a three year period. 
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Loan Payable –Venture

Significant balance sheet assumptions include the ability of «Company» to retire outstanding debt.  The installment loan payable Ventures Corp. is fully amortizable over a six year period.  Interest only will be payable at the rate of 12% for the first year only.

The next five years will require quarterly principal payments of $40,000 in addition to the interest at 12%.  The loan is subordinated to all other loans.  There is no prepayment penalty.

Loan Payable – Plimpton International

The Company previously acquired certain manufacturing equipment and technology from Plimpton International for $442,000.  The balance outstanding as of July 1, 1998 is $292,000.  This loan shall be paid by a series of semi-annual payments over a three-year period with interest at 7.5% per annum based on a 10-year amortization.  A balloon payment of $246,683 is due on January 15, 2001.

NOTE 3 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial forecast has been prepared on the generally accepted accounting principles expected to be used in the financial statements covering the forecasted period.

REVENUE AND EXPENSE RECOGNITION
Revenue from sales of distributor and dealer territories and additional product sales and the related expenses of production and operation are recognized on the accrual method of accounting.  That requires the revenue to be recognized at the point of sales and the expense to be recognized when it is incurred.

