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The contract surety market continues to be dynamic
and in many cases problematic for contractors, both
large and small. This session will provide an over-
view of current surety market conditions and outline
10 key factors for establishing credibility with the
bond underwriter and obtaining favorable bond
terms. Find out what bond underwriters really look
for in a contractor and learn how to strengthen your
relationship with your surety to the benefit of all
parties. Suggestions for resolving difficult bonding
placements will also be provided.
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WEWANUMCREDIT, INC.

Statements of Cash Flows

December 31 2001 2000

Cash Provided by (Used for) Operating Activities
Net income $ 128,204 $ 676,420
Adjustments to reconcile net income to net cash flows
from operating activities

Depreciation and amortization 145,956 61,210
Loss from investment in partnership 25,000 -
Changes in
Accounts receivable - trade (596,647) (1,952,756)
Difference between percentage of completion
and progress billings for contracts in progress (1,272,454) 1,384,260
Accounts payable 1,184,587 (6,388)
Other current items 9,006 291,785
Net Cash Provided by (Used for) Operating Activit (376,348) 454,531
Cash Used for Investing Activities
Acquisitions of equipment (213,083) (15,407)
Advances to stockholder (594,278) -
Organization and loan acquisition costs - -
Net Cash Used for Investing Activities (807,361) (15,407)
Cash Provided by (Used for) Financing Activities
Net borrowings on note payable - bank 1,309,900 -
Dividend payments (190,505) ~
Net Cash Provided by Financing Activities 1,119,395 -
Increase (Decrease) in Cash and Cash Equivalents (64,314) 439,124
Cash and Cash Equivalents - Beginning of period 439,124 -
Cash and Cash Equivalents - End of period $ 374,810 $ 439,124

The accompanying notes are an integral part of these financial statements.
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WEWANUMCREDIT, INC.

Statements of Cash Flows (Continued)

December 31 2001 2000

Supplemental Disclosures of Cash Flow Information
Cash Paid During the Period for

Interest expense $ 195,942 $ 37,034

The accompanying notes are an integral part of these financial statements.

Page 7

38



WEWANUMCREDIT, INC.
Notes to the Financial Statements

Note 1 - Summary of Significant Accounting Policies
A. Nature of Business

The Company is an electrical contractor serving primarily as a subcontractor on commercial
building projects in the eastern United States.

B. Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions. These estimates and
assumptions affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from those estimates.

C. Method of Accounting

The Company records profits from fixed and unit price construction contracts on the percentage-
of-completion method of accounting for financial reporting and income tax purposes.

Under the percentage-of-completion method, the relationship of actual costs incurred to total
estimated costs of the contracts is applied to total income to be derived from the contracts. Costs
include all direct material and labor costs and job related overhead. General and administrative costs
are charged to expense as incurred. Provisions for estimated losses on uncompleted contracts, if
any, are made in the period in which such losses are determined.

Because of the inherent uncertainties in estimating costs, it is at least reasonably possible that
estimates used will change within the near-term. Changes in job performance, job conditions or
estimated profitability, including those which might arise from final contract settlements, may result
in revisions to costs and income. These changes are recognized in the period in which the revisions
are determined.

D. Cash Equivalents and Short-term Investments

For purposes of the statement of cash flows, the Company considers all highly liquid debt
instruments purchased with a maturity of three months or less to be cash equivalents.

Page 8
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WEWANUMCREDIT, INC.

Notes to the Financial Statements (Continued)

Note 1 - Summary of Significant Accounting Policies (Continued)
E. Estimated Uncollectible Accounts

The Company provides an allowance for losses on bad debts based on its evaluation of
accounts receivable at year end. The allowance was $17,000 at December 31, 2001.

F. Inventories

Inventories, which consist mainly of raw materials used in construction, are stated at the lower
of cost or market as determined by the first-in, first-out method.

G. Depreciation

Depreciation of equipment is computed by the straight-line method over the estimated useful
lives which approximate 3 to 7 years.

Maintenance and repairs which are not considered to extend the useful lives of the assets are
charged to operations as incurred. Expenditures for additions and improvements are capitalized.
Upon sale or retirement, the cost of assets and related allowances are removed from the accounts
and any resulting gains or losses are included in other income (expense) for the year.

H. Pension Plan

The Company contributes to union-sponsored pension plans which cover only union employees.
Contributions to the plan are based upon hours worked by each eligible employee. The Company
has expressed no intention of withdrawing from the plans.

l. Income Taxes
The Company has elected by consent of its stockholders to be taxed as an "S" Corporation for
both Federal and state purposes. Under these elections, the Company does not pay corporate

income taxes on its taxable income. Instead, the stockholders are liable for individual Federal income
taxes on their respective returns of the Company's taxable income.

Page 9
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WEWANUMCREDIT, INC.

Notes to the Financial Statements (Continued)

Note 2 - Contracts in Progress

Information with respect to contract in progress follows:

2001 2000
Expenditures on uncompleted contracts $14,362,703 $ 8,531,494
Estimated earnings thereon 1,825,346 947,934
16,188,049 9,479,428
Less: Billings on uncompleted contracts 15,846,666 10,410,499
$__ 341,383 ($__931,071)
Included in accompanying balance sheets
under following captions:
Contracts in progress with costs and estimated
earnings in excess of progress billings $ 847,480 $ 149,698
Contracts in progress with progress billings in
excess of costs and estimated earnings ( 506,097) ( _1,080,769)
$__341383 ($__931.071)

Note 3 - Debt

In August 2000, the Company entered into a financing arrangement with a bank providing for a
$2,000,000 revolving line of credit. Any borrowings under the line are payable on demand in July 2002 (see
below) and require monthly payments of interest at prime (4 34% at December 31, 2001) plus ¥2%. The
Company must also pay a facility fee of 2% of the unutilized portion of the line. Total borrowings under the
line, including outstanding letters of credit, may not exceed 90% of eligible accounts receivables. In addition
to borrowings, at December 31, 2001, the Company was contingently liable for outstanding letters of credit
of approximately $715,000.

Borrowings under the arrangement are collateralized by all the real and personal property owned by
the Company except for the specific accounts receivable and inventory pledged against bonded contracts.
The agreement also contains various restrictive covenants which, among other things, require the
Company to maintain certain minimum financial ratios. The Company has received waivers from the bank
for violation of the covenant concerning limitations on equipment additions.

The Company is currently in discussions with various financial institutions, including its current lender,
regarding refinancing of the amount outstanding on the revolving line of credit.
Page 10
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WEWANUMCREDIT, INC.

Notes to the Financial Statements (Continued)

The Company provides a 401(K) profit sharing plan for all of its full-time, nonunion salaried
employees. The employees of the Company have the option to make voluntary contributions of up to 15%
of their compensation. The Company is required to match %z of the employee's contribution for the first 6%
of compensation that the employee has voluntarily contributed. In addition, the Company has the option
to make a discretionary contribution as determined by the Board of Directors. The total Company
contributions to the plan were $36,572 for 2001 and $10,421 for 2000.

Note 5 - Backlog
The following schedule summarizes changes in backlog contracts during 2001. Backlog represents

the amount of revenue the Company expects to realize from uncompleted contracts in progress at year end
and from contractual agreements on which work has not yet begun.

Balance at December 31, 2000 $ 7,835,000
New contracts and contract adjustments 13,683,000

21,518,000
Less: Contract revenue earned 16,188,000
Balance at December 31, 2001 $_5,330,000

Through February 16, 2002, the Company has entered into additional construction contracts with
revenue of approximately $2.5 million.

Page 11
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WEWANUMCREDIT, INC.

Notes to the Financial Statements (Continued)

Independent Auditors' Report on Supplemental Information

To the Board of Directors and Stockholders
WEWANUMCREDIT, INC.
Pittsburgh, Pennsylvania

Our report on our audits of the financial statements of WEWANUMCREDIT, INC. for December 31,
2001 and 2000 appears on page two. These audits were made for the purpose of forming an opinion on
the financial statements taken as a whole. The information on the following pages is presented for
purposes of additional analysis and is not a required part of the basic financial statements taken as a whole.
The information has been subjected to the auditing procedures applied in the audits of the financial
statements and, in our opinion, is fairly stated in all material respects in relation to the financial statements
taken as a whole.

March 22, 2002

Page 12
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WEWANUMCREDIT, INC.

Earnings from Contracts

For the Year Ended December 31, 2001

Contracts completed during
the year - Page 13

Contracts in progress at
end of year - Page 14

Time and material
contracts

Unallocated indirect
costs

Cost of
Earned Earned Gross
Revenue Revenue Profit
$ 5,526,754 $ 5,249,683 $ 277,071
9,550,235 8,375,985 1,174,250
1,165,072 1,057,841 107,231
- (24,169) 24,169
$ 16,242,061 $ 14,659,340 $ 1,582,721
Page 13
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Notes

This file is set up for duplexed printing. Therefore, there are pages that are intentionally left
blank. If you print this file, we suggest that you set your printer to duplex.
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