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INDEPENDENT AUDITORS' REPORT

To the Board of Directors February 28, 2007
Two Men and a Truck/International, Inc.,

Subsidiaries, and affiliate

Lansing, Michigan

We have audited the accompanying consolidated balance sheets of Two Men and a
Truck/International, Inc., subsidiaries, and affiliate as of December 31, 2006 and 2005, and the related
consolidated statements of income, stockholders’ equity and cash flows for the years then ended. These
consolidated financial statements are the responsibility of the company’s management. Qur responsibility
is to express an opinion on these consolidated financial statements based on our audits.

We conducted our audils in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audits to obtain reasonable
assurance about whether the consolidated financial statements are free of material misstatement. An audit
includes examining. on a test basis, evidence supporting the amounts and disclosures in the consolidated
financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation. We
believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial stalements referred to above present fairly, in all
material respects, the financial position of Two Men and a Truck/International, Inc., subsidiaries, and
affiliatc as of December 31. 2006 and 2005, and the results of their operations and their cash flows for the
vears then ended in conformity with accounting principles generally accepted in the United States of

America.
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TWO MEN AND A TRUCK/INTERNATIONAL, INC., SUBSIDIARIES, AND AFFILIATE
CONSOLIDATED BALANCE SHEETS
DECEMBER 31, 2006 AND 2005

2006 2005
ASSETS
CURRENT ASSETS:
Cash b 1,067,560 $ 1,104,967
Investments 3226408 2,519,399
Accounts receivable - franchisees 1,211,923 1,306,960
Noltes receivable - relaled parties 218,992 99,068
Notes receivable 55.254 47,289
Promotional supplies 437869 351,008
Deferred income laxes 189,026 46,578
Refundable taxes 161.843
Prepaid expenses and other 250,767 131,359
TOTAL CURRENT ASSETS 6.819,642 5,608,828
PROPERTY AND EQUIPMENT, less accumulated depreciation 6,508,238 6,098,488
OTHER ASSETS:
Intangible assets 806,644 B06.644
Notes receivable - related party 506,108 361,328
Deposits 31,028 18,015
TOTAL OTHER ASSETS _ 1,343,780 1,185,987
TOTAL ASSETS $ 14671660 S 12,893303
LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES:
Current portion of long-tenm debt 5 339350 5 241,041
Accounts payable 258,922 290,344
Accrued payroll and related 307820 323,257
Unexpended advertising lees 426,145 418,788
Deferred initial franchise fees 726,393 316,995
Taxes payable 31431
Property taxes payable 95,147 96.141
Dividends declared 100,000 100.000
TOTAL CURRENT LIABILITIES 2,253,817 1,817,997
DEFERRED INCOME TAXES 148,005 108,986
LONG-TERM DEBT, less current portion 4,223,329 4,126,196
TOTAL LIABILITIES 6,625,151 6,053,179
STOCKHOLDERS EQUITY:
Controlling interest in equity:
Common stock, $.01 par value, 100,000 shares authonized,
issued and oulstanding 1,000 1,000
Retained earnings 7,790,474 6,666,467
Noncontroliing interest in equity 255,035 172,657
TOTAL STOCKHOLDERS' EQUITY 8.046,509 6,840,124
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 4671660 § 12,893,303

See notes 1o consolidated lnancial statements. 2



TWO MEN AND A TRUCK/INTERNATIONAL, INC., SUBSIDIARIES, AND AFFILIATE
CONSOLIDATED STATEMENTS OF INCOME
YEARS ENDED DECEMBER 31, 2006 AND 2005

2006 2005
REVENUES:
Royalties $ 11,521,926 $ 10,776,788
Initial franchise fees 561,854 731,179
Advertising fees 1,895,078 1,628,795
Moving income 1,684,519 735,610
Carpel cleaning income 1,346 36,165
Miscellaneous revenue 418,949 416,065
Total revenues 16.083,672 14,324,602
SELLING, GENERAL AND ADMINISTRATIVE EXPENSES 12,549,087 10,717,132
COST OF GOODS SOLD 1,108,114 504,353
Income before legal and other costs described below 2426471 3,103,117
LEGAL AND OTHER COSTS including amounts incurred to
reacquire certain franchises and to protect franchise system rights 203,416 236,748
Income from operations 2,223,055 2,866,369
OTHER EXPENSE - NET 270,380 316,722
Income before income tax expense 1.952.675 2,549,647
INCOME TAX EXPENSE 646,290 834,614
NET INCOME 1,306,385 1,715,033
NONCONTROLLING INTEREST IN NET INCOME (82.378) (99,857)
CONTROLLING INTEREST IN NET INCOME $ 1224007 §$ 1615176

See notes 10 consolidated financial statements



TWO MEN AND A TRUCK/INTERNATIONAL, INC,, SUBSIDIARIES, AND AFFILIATE
CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY
YEARS ENDED DECEMBER 31, 2006 AND 2005

Controlling interest

Noncontroiling

Common Retained interest in
stock earnings equily Total

BALANCE, Januvary I, 2005 5 1,000  § 5,151,291 3 197,800  $5,350,091
ADD (DEDUCT):

Dividends to stockholders (100,000) {100,000)

Distribution to members (125,000) (125,000)

Net income 1.615,176 99,857 1,715,033
BALANCE, December 31. 2005 1,000 6,666,467 172,657 6,840,124
ADD (DEDUCT):

Dividends to stockholders (100,000) (100,000)

Net income 1.224.007 82,378 1,306,385
BALANCE, December 31, 2006 $ 1LO00 % 7790474 % 255,035 $8.046,509

See notes to consolidated financial statements.



TWO MEN AND A TRUCK/INTERNATIONAL, INC., SUBSIDIARIES, AND AFFILIATE
CONSOLIDATED STATEMENTS QF CASH FLOWS
YEARS ENDED DECEMBER 31, 20066 AND 2005

2006 2005

Cash flows from opcrating activities:
Net income ¥ 1306385 3 1715033
Adjustments to reconcile net income to net cash provided (used)
by operating activities:

Depreciation and amortization 553,636 463,178
Accounts receivable - franchiscs 95.037 (302,308)
Promotional supplies (86.861) 12,285
Prepaid expenscs and other (130,221) (28,740)
Accounts payable (31,422) 125,312
Property taxcs payable (994) 28,091
Accrued expenses (15.437) 28,001
Unexpended advertising fees 7,357 85,599
Deferred initial franchise fees 409,398 (58,479)
Taxcs payable (193,274) (76.457)
Deferred income taxes (103,429) 9,960
Leoss on disposat of property and equipment 3,160
Net cash provided by operaling activitics 1,813,335 2,001,475
Cash fows from investing aclivitics:
Purchase of investments (2,150,000) (2.819,399)
Procceds from sale of investments 1,442,991 300,000
Purchase of property and equipment (990.,546) {570.701)
Proceeds froin sale of property and equipment 24,000
[ssuance of note receivable (308.618) {310,806)
Note repayments received 35.949 48.649
Net cash used by investing acuvilics (1,946.224) (3,352,257)
Cash flows from financing activities:
Dividends paid to sharcholders {(100,000) (20,000)
Distribution 10 members of affiliale {125,000)
Proceeds from issuance of debt 470,571 367,173
Repayments of long-term debt (275,089) (191,704)
Net cash provided by financing activities 95,482 30,469
NET DECREASE [N CASH (37.407) (1.320,313)
CASH:
Beginning of year 1,104,967 2,425,280
End of year ¥ 1.067,560 3 1,104,967

SUPPLLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:
Cush paid duning the year for:
Interest $ 319775 § 305690

Income taxes $ 909,179 $ 905,844

See notes to consolidated financial statements



TWO MEN AND A TRUCK/INTERNATIONAL, INC,,
SUBSIDIARIES AND AFFILIATE
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of consolidation - The accompanying consolidated financial statements include the
accounis of Two Men and a Truck/International, Inc. (TMT) and their whelly owned
subsidiaries, BHAG, lnc/D.B.A Two Men and a Truck/Sacramento, BHAG Washington,
Inc./D.B.A Two Men and a Truck/Seattle, BHAG Houston, Inc/D.B.A Two Men and a
Truck/Houston, BHAG Datlas, Inc./D.B.A Two Men and a Truck/Dallas, Nordic Movers,
inc/D.B.A Two Men and a Truck/Northern Michigan and Two Men and a Truck Carpet Care
Corporation. Additionally, these consolidated financial statements include the accounts of TMT-
Delhi, LLC, an affiliate. TMT has no ownership interest in TMT-Delhi, LLC, but it does
guarantee TMT-Delhi, LLC’s debt and is the primary beneficiary of TMT-Delhi, LLC under
FASB Interpretation No. 46, “Consolidation of Variable Interest Entities”. Transactions and
balances between TMT, subsidiaries, and affiliate company (collectively the "Company”) have
been eliminated in consolidation. Total activity related to the affiliate, which has been eliminated,
amounted to approximately $725,000 and $725,000 in 2006 and 2005, respectively.

Initial franchise fee revenue - Revenue from the sale of new franchises is recognized when all
significant services required by the franchise agreement have been completed and generally
coincides with commencement of operations by the franchisee.

Investments - The Company has investments in municipal bond fund preferred stock which are
available for sale and recorded at fair value which approximates cost. Because the investments
are available for current operations, they are classified as current.

Accounts receivable - Accounts receivable are stated at the amount management expecis to
collect from outstanding balances. Management provides for probable uncollectible amounts
through a provision for bad debt expensc and an adjustment to a valuation allowance based on ils
assessment of the current status of individual accounts. Balances that are still outstanding after
management has used reasonable collection efforts are written off through a charge to the
valuation allowance and a credit to accounts receivable. Changes in the valuation allowance
have not been matcrial to the financial statecments.

Promotional supplies - Promotional supplies represent items displaying the company logo which
are made available to franchisees and are recorded at lower of identified cost or market.

Property, equipment and depreciation - Property and equipment is recorded at cost and
depreciated over estimated useful lives using straight-line and acccleraied methods.  The
Company's policy is to capitalize fixed assets costing 3500 or more.

The foltowing useful lives are being used to depreciate property and equipment.

Furniture and equipment 3 - 10 years
Building and improvements 10 - 40 years



TWO MEN AND A TRUCK/INTERNATIONAL, INC,,
SUBSIDIARIES AND AFFILIATE
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Concluded)

Intangible assets - Intangible assets consist of the costs to acquire territorial rights. These rights
were determined to have an indefinite useful live and are evaluated annually for impairment.

Advertising - In accordance with the standard franchise agreement, TMT receives certain
advertising fees from its franchisees. Such fees are recorded as a liability in the balance sheet
until the related advertising expenses are incurred at which time revenue is recognized. The
Company recorded advertising expense of approximately $935,000 and $750,000 in 2006 and
2005, respectively. Personnel, and other costs attributable to the advertising fund are classified in
the applicable expense category.

Income taxes — The Company uses the asset and liability approach to account for income taxes.
The differences between the financial stalement and tax basis of assets and liabilities is
determined annually. Deferred income 1ax assets and liabilities are computed for those
differences that have future tax consequences using the currently enacted tax laws and rates that
apply to the periods in which they are expected to affect taxable income. Valuation allowances
are established, if necessary, to reduce deferred tax assets to the amount that will more likely than
not be realized. Income tax expense is the current tax payable or refundable for the period plus or
minus the net change in the deferred tax assets and liabitities. TMT - Delhi, LLC is a limited
liability company and is taxed as a partnership under provisions of the Internal Revenue Code.
Accordingly, the Company does not pay federal income tax on taxable income of the LLC.
Instead, the members are liable for individual federal income taxes on their respective shares of
the LLC taxable income.

Compensated absences - The Company records the liability for accumulated and vested sick and
vacation when it is carmed.

Cash and equivalents - The Company considers cash on hand, demand deposits, money market
funds and cenificates of deposits held by financial institutions to be cash and equivalents.

NOTE 2 - NATURE OF ORGANIZATION, RISKS AND UNCERTAINTIES

Two Men and a Truck/International, Inc. (“TMT" or the “Company™) is a franchisor of local
moving businesses in the United States (161 total franchises in 28 states at December 31. 2006, 18 of
which are located in Michigan). TMT earns revenues primarily from royalty fees charged to franchisees
based on monthly sales and from initial fees charged to new franchisees.

BHAG, Inc., BHAG Washington, inc.,, BHAG Houston, Inc., BHAG Dallas, Inc, and Nordic
Mover, Inc. are franchises of TMT based in Sacramento, California, Secattle, Washington, Houston,
Texas. Dallas, Texas, and Traverse City, Michigan respectively, and provide both residential and
commercial moves on a local and long distance basis.



TWO MEN AND A TRUCK/INTERNATIONAL, INC,,

SUBSIDIARIES AND AFFILIATE

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 4 - PROPERTY AND EQUIPMENT

Major classes of property and equipment at December 31 consist of the following:

2006 2005
Land $ 505211 § 505211
Construction in progress 128,337
Furniture and equipment 2,540,957 1,739,250
Buildings and improvements 5,309,492 5,301,434
8,483,997 7,545,895
Less accumulated depreciation 1,975,759 1,447,407
Net property and equipment $ 6,508,238 $ 6,098,488
Depreciation expense § 553,636 3 463,178
NOTE 5 - INTANGIBLE ASSETS
Intangible assets at December 31 consist of the following:
2006 2005
East Coast territorial rights $ 700,293 $ 700,293
Canada territorial rights 36.121 96,121
Florida territorial rights 10,230 10,230
Intangible asscts $ 806,644 £ 806,644

NOTE 6 - LINE-OF-CREDIT

TMT has a $500,000 line of credit with no amounts outstanding at December 31, 2006 and 2005.
Interest is charged at the prime rate (8.25% and 7.25% at December 31, 2006 and 2005). Borrowings are
secured by substantially all company assets, and a personal guarantee by a shareholder.



TWO MEN AND A TRUCK/INTERNATIONAL, INC,,
SUBSIDIARIES AND AFFILIATE
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 7 - LONG-TERM DEBT

Long-term debt at December 31 consists of the following obligations:

2006 2005

Notes pavable - vehicles - due in monthly installments ranging
from $649 to $1.253 through December 2010, including interest
from 5.99% 10 8.6%, secured by vehicles. g 718,760 § 372,084
Note payable - phones - due in monthly installments of $1,960
through January 2008, including interest at 6.93%, secured by
the phones. 24,474 45,497
Note payable - building - due in monthly instaliments of $23,393
through April 2022, including interest at 6.62%, secured by the
building. 2,705,932 2,801,522
Note payable - building - due in monthly installments of $8,948
through December 2009, including interest at 6.34%, secured by
the building. 1,113,553 1,148,134

4,562,719 4,367,237
Less current portion 339390 241,041

$ 4223329 $4,126,196

Maturities of Jong-term debt are summarized as follows:

Year ending
December 31,

2007 ) 339,390
2008 328,930
2009 1,321,175
2010 272,932
2011 195,990

2012-2016 838,323

20172021 i,166.186
2022 99,793

$ 4562719

Total interest expense charged to operations amounted to $319,775 in 2006 and $305,690 in
2005,



TWO MEN AND A TRUCK/INTERNATIONAL, INC,,
SUBSIDIARIES AND AFFILIATE
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 8 - INCOME TAXES

The provision for income taxes at December 31 is as follows:

2006 2005
Current £ 749,719 $ 824,654
Deferred (103,429) 9,960
Income tax expense 5 646,290 ¥ 834,614

The difference between income tax expense and the tax as computed based on statutory rates is
primarily attributable to the surtax exemption and other permanent differences.

The net deferred tax assets and liabilities presented in the accompanying balance sheets at
December 31 consist of the following components:

2006 2005
Net current asset $ 189,026 3 46,578
Net long-term liability (148,00%) (108,986)
Net deferred tax asset (liability) $ 41021 $  (62,408)

The net deferred tax asset (liability) results primarily from different methods of financial
reporting for book and tax purposes. Significant components of the Company’s deferred tax assets and
liabilities al December 31 are as follows:

2006 2005
Deferred tax assets;
Deferred initial franchise fees $ 246,869 $ 107,778
Delerred tax liabilities:
Depreciation and amortization {205,848) (170,186)

Net deferred tax asset (liability) 3 41,02} $ (62,408)




TWO MEN AND A TRUCK/INTERNATIONAL, INC,,
SUBSIDIARIES AND AFFILIATE
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 9 - OPERATING LEASES

The Company leases office space, warehousing, vehicles and certain equipment under non-
cancelable operating leases which expire through 2011. Total lease expense was $204,698 and $137,620
in 2006 and 2005, respectively. Also see Note 11,

Total annual future minimum lease paymenis required under noncancelable operating leases are
as follows:

Year ¢nding Amount
December 31,
2007 $§ 115498
2008 103,850
2009 78.360
2010 55,027
2011 38,368

NOTE 10 - PENSION PLAN

TMT has established a profit sharing plan which covers substantially all employees.
Contributions 1o the plan are determined annually at the discretion of the Board of Directors. No
contributions were made to the plan in 2006 and 2005.

TMT is also a participating employer in a multiple employer 401(k) plan sponsored by its
employee leasing firm. The Company may match employees’ salary deferrals up to 4%. Contributions
amounting to $125,396 and $16,754 were made to the plan in 2006 and 2005, respectively.

NOTE |1 - RELATED PARTY TRANSACTIONS

At December 31, 2006 and 2005. a total of four franchises were owned by TMT’s shareholders
and related individuals. Royalties, advertising fees and other revenues earned from these related parties
were approximately $537,000 and $615,000 in 2006 and 2005, respectively. Accounts receivable from
related parties amounted to approximately $33,550 and $37,400 at December 31, 2006 and 2003,
respectively.

Tn addition, rent was paid to one of the related franchises for pro-shop and signage space rented.
Total rent paid for these purposes was $48.467 and $47,962 for 2006 and 2005, respectively.

12



TWO MEN AND A TRUCK/INTERNATIONAL, INC,,
SUBSIDIARIES AND AFFILIATE
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 11 - RELATED PARTY TRANSACTIONS (Concluded)

Notes receivable from related parties at December 31 consisted of the following:

2006 20035
TMT - Lansing, L.LLC $ 218992 5 99,068
Shareholder - trust 506.108 361,328

$ 725,100 $ 460,396

NOTE 12 - TRADEMARK PROTECTION

In 1989 TMT began the registration process to obtain formal trademark protection from the
Federal Office of Trademarks and Patents for the exclusive right to use the “Two Men and a Truck”
corporate name and logo. TMT was a plaintiff in two trademark infringement fawsuits, which involved
former franchisees. Judgments were rendered in the Company’s favor amounting to approximately
$190,000 and $70,000. respectively. Approximately $8,500 has been received on the $190.000 judgment.
Nothing has been received on the $70.000 judgment. TMT incurred legal and other costs of
approximately $203,000 and $237,000 in 2006 and 2005, respectively. to protect its corporate franchise
system rights, Management intends to vigorously contest any unauthorized use of its corporate franchise
system by other than bona fide franchisees.

NOTE 13 - GUARANTEES

The Company has agreed to guarantee the lcases of IP phones by the franchisees if leased through
a particular vendor. As of December 31, 2006 only four lease guarantees were outstanding.

NOTE 14 - DIVIDENDS

Common stock dividends of $1.00 per share are payable to stockholders of record on December
31, 2006 and 2005, respectively.



TWO MEN AND A TRUCK/INTERNATIONAL, INC.
SUBSIDIARIES AND AFFILIATE

REPORT ON CONSOLIDATED FINANCIAL STATEMENTS
{with additional information)

YEARS ENDED DECEMBER 31, 2005 AND 2004
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INDEPENDENT AUDITORS' REPORT

To the Board of Directors February 2, 2006
Two Men and a Truck/Intemational, Inc.,

Subsidiaries, and affliate

Lansing, Michigan

We have audited the accompanying consolidated balance sheets of Two Men and a
Truck/International, Inc, subsidiaries, and aflfiliate as of December 31, 2005 and 2004, and the related
consolidated statements of income, stockholders' equity and cash flows for the years then ended. These
consolidated financial statements are the responsibility of the company's management. Our responsibility
is to express an opinion on these consolidated financial statements based on our audits.

We conducicd our audits in accordance with auditing standards generally accepted in the United
States of America. ‘Those standards require that we plan and perform the audits to obtain rcasonable
assurance about whether the consolidated financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the consclidated
financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation. We
believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial siatements referred 1o above present fairty, in all
material respects, the financial position of Two Men and a Truck/Imernational, Inc., subsidiaries, and
affiliate as of December 31, 2005 and 2004, and the results of their operations and their cash flows for the
years then ended in conformity with accounting principles generally accepted in the United States of
America.
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TWO MEN AND A TRUCK/INTERNATIONAL, INC., SUBSIDIARIES, AND AFFILIATE
CONSOLIDATED BALANCE SHEETS
DECEMBER 31, 2005 AND 2004

2005 2004
ASSETS
CURRENT ASSETS:
Cash 3 1.104.967 % 2,425,280
Investments 2.519.399
Accounts receivable - franchisees 1.306.960 1,004,652
Notes reccivable - related parties 99,068 10.063
Notes receivable 47,289 271,790
Promotional supplies 351.008 363,293
Delerred income taxes 46.578 37353
Prepaid expenses and other 133,559 116,981
TOTAL CURRENT ASSETS 5,608.828 3985412
PROPERTY AND EQUIPMENT, tess accumulated depreciation 6,098,488 5,990,965
OTHER ASSETS:
Intangible assets 806.624 806,644
Notes receivable - related party 361,328 207,675
Deposits 18,015 5,853
TOTAL OTHER ASSETS 1.185.987 1,020.172
TOTAL ASSETS $  12,893303 %5 10,996,549
LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES:
Current portion of long-term debt b3 24104t § 151.990
Accounts payable 290,344 165,032
Accrued payrolt and related 3123.257 295,256
Unexpended advertising fecs 418,788 333,189
Defered initial franchise fees 316,995 375474
Taxes payable 31431 107,888
Propenty taxes payable 96,141 58,050
Dividends declared 100,000 20.000
TOTAL CURRENT LIABILITIES 1,817,997 1,516,879
DEFERRED INCOME TAXES 108,986 89.801
LONG-TERM DEBT, less current portion 4,126,196 4,039,778
TOTAL LIABILITIES 6,053,179 5.646,458
STOCKHOLDERS EQUITY:
Controlling interest in equily:
Common stock, $.01 par value, 100,000 shares authorized,
issued and outstanding 1.000 1,000
Relained eamings 6,666,467 5,151,291
Noncontrolting interest in equity 172,657 197,800
TOTAL STOCKHOLDERS EQUITY 6,840,124 5,350,091
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 12853303 § 10.996.549

See notes to consolidated financial statements. 2



TWO MEN AND A TRUCK/INTERNATIONAL, INC., SUBSIDIARIES, AND AFFILIATE
CONSOLIDATED STATEMENTS OF INCOME
YEARS ENDED DECEMBER 31, 2005 AND 2004

2005 2004
REVENUES:
Royalties $ 10,776,788 8,723,292
Initial franchise fees 731,179 553,782
Advertising fees 1,628,795 1,406,128
Moving income 735,610 183,607
Carpel cleaning income 36,165 ,
Miscellaneous revenue 416,065 329.805
Total revenues 14,324,602 11,196.614
SELLING, GENERAL AND ADMINISTRATIVE EXPENSES 10,717,132 8.428.627
COST OF GOODS 50LD 504,353 152,899
Income before legal and other costs described below 3103117 2,615,088
LEGAL AND OTHER CQOSTS including amounts incurred 10
reacquire certain franchises and to prolect franchise system rights 236,748 171.381
Income from operations 2,866,369 2,443,707
OTHER EXPENSE - NET 316,722 258.547
Income before income tax expensc 2,549,647 2,185,160
INCOME TAX EXPENSE . 834614 742,047
Cumulalive effect of accounting change 143.774
NET INCOME 1,715.033 1,586,887
Noncontrolling interest in net income {99.857) {197,800)
CONTROLLING INTEREST IN NET INCOME $ 1615176  §  1.389.087

Sce notes 1o consolidated financial statements



TWO MEN AND A TRUCK/INTERNATIONAL, INC., SUBSIDIARIES, AND AFFILIATE
CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY
YEARS ENDED DECEMBER 31, 28¢5 AND 2004

BALANCE, January 1. 2004

ADD (DEDUCT):
Dividends 10 stockholders
Net income

BALANCE, December 31, 2004
ADD (DEDUCT):

Dividends to stockholders
Distributions to members

Net income

BALANCE, December 31, 2005

See notes to consolidated financial statements.

Controlling interesl

Noncontrolling

Common Retained interest in
stock earnings equity Total
) 1,000 33782204 3 $3,783,204
{20,000) (20,000
1.389,087 197 800 1.586,887
1,000 5,151,291 197,800 5.350,091
(100,000) {100,000)
(125,000) (£25,000)
1,615,176 69 857 1,715,033
$ 1,000 36,666,467 3 172,657 $6.,840,124




TWO MEN AND A TRUCK/INTERNATIONAL, INC., SUBSIDIARIES, AND AFFILIATE
CONSOLIDATED STATEMENTS OF CASH FLOWS

YEARS ENDED DECEMBER 31, 2005 AND 2004

Cash flows from operating activitics:
Net income

Adjustments Lo reconcile net income to net cash provided (used)

by opcrating activities:
Cumulative effect of accounting change
Depreciation and amortization
Accounts receivable - franchises
Promotional supplies
Prepaid expenses and other
Accounts payable
Property laxes payable
Accrued expenscs
Unexpended advertising fees
Deferred initial franchise fees
Taxes payable
Deferred income 1axes
Gain on disposal of property and equipment

Net cash provided by operating activities

Cash flows from investing activitics:
Purchase of investments
Proceeds from salc of investments
Purchase of property and equipment
Purchase of territorial rights
Proceeds from sale of property and equipment
Issuance of note receivable
Note repayments received

Net cash used by investing activities

Cash flows from financing activilies:
Dividends paid 1o shareholders
Distribution 1o members of affiliate
Proceeds from issuance of debt
Repayments of long-term debt

Net cash provided by financing activities

NET INCREASE (DECREASE) IN CASH

CASH:
Beginning of year

End of year

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:

Cash paid during the year for:
Interest

Income taxes

See notes to consolidated financial statements

2005 2004
$ 1715033 S 1.586.887
(143.774)
463,178 327,590
{302,308) (191,107)
12,285 (78.376)
(28,740) (34,293)
125,312 (131.306)
28,091 (395)
28.001 152,548
85.599 (40,496)
(58.479) 252,231
(76.457) 201,324
9,960 (65.777)
(6.812)
2,001,475 1,828,244
(2.819,399)
300,000
{570.701)  (1,741,999)
(96.121)
13,500
(310,806) (721,253)
48,649 6,054
(3.352.257) (2,539,819
(20,000) (10.000)
(125,000
367,173 1,347,218
(191.704) (249,569)
30,469 1.087.649
(1.320.313) 376.074
2,425,280 2,049,206
§$ 1104967  § 2425280
$ 305690 S 24040
$ 905844 § 617,000




TWO MEN AND A TRUCK/INTERNATIONAL, INC.
SUBSIDIARIES AND AFFILIATE
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE | - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of consolidation - The accompanying consolidated financial statements include the
accounts of Two Men and a Truck/Intemational, Inc. (TMT), BHAG, [nc./D.B.A Two Men and a
Truck/Sacramento, a wholly-owned subsidiary, BHAG, Washington, Inc/D.B.A Two Men and a
Truck/Seattle, a wholly-owned subsidiary, Two Men and a Truck Carpet Care Corporation, a
wholly-owned subsidiary, and TMT-Delhi, LLC, an affitiate (collectively the Company). TMT
has no ownership interest in TMT-Delhi, LLC, but it does guarantee TMT-Delhi, LLC’s debt and
is the primary beneficiary of TMT-Delhi, LLC under FASB Interpretation No. 46,
“Consolidation of Variable Interest Entities”. Therefore, TMT consolidates the results of TMT-
Dethi, LLC. Transactions and balances between TMT, subsidiaries, and affiliate company have
been eliminated in consolidation. Total activity related to the affiliate, which has been eliminated,
amounted to approximately $723,000 and $512,000 in 2005 and 2004, respectively.

Initial franchise fee revenue - Revenue from the sale of new franchises is recognized when all
significant services required by the franchise agreement have been completed and generally
coincides with commencement of operations by the franchisee.

Investments - The Company has invesiments in tax free municipal bonds which are available for
sale and recorded at fair value which approximates cost. Because the investments are available
for current operations, they are classified as current.

Accounts receivable - Accounts receivable are stated at the amount management expects to
collect from outstanding balances. Management provides for probable uncollectible amounts
through a provision for bad debt expense and an adjustment to a valuation allowance based on its
assessment of the current status of individual accounts. Balances that are still outstanding after
management has used reasonable collection efforts are written off through a charge to the
valuation allowance and a credil to accounts receivable. Changes in the valuation allowance
have not been material to the financial statements.

Promotional supplies - Promotional supplies represent items displaying the company logo which
are made available to franchisees and are recorded at lower of identilied cost or markel.

Property, equipment and depreciation - Property and equipment are recorded atl cost and
depreciated over the estimated useful lives using straight-line and accelerated methods. The
Company's policy is to capitalize fixed assets costing $500 or more.

The following useful lives are being used to depreciate property and equipmenl.

Furniture and equipment 3 - 10 years
Building and improvemnents 10 - 40 years



TWO MEN AND A TRUCK/INTERNATIONAL, INC.
SUBSIDIARIES AND AFFILIATE
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE | - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Concluded)

Intangible assets - Intangible assets consist of the costs to acquire territorial rights. These rights
were determined to have an indefinite useful live and are evaluated annually for impairment.

Advertising - In accordance with the standard franchise agreement. TMT receives certain
advertising fees from its franchisees. Such fecs arc recorded as a liabitity in the balance shee
until the related advertising expenses are incurred at which time revenue is recognized. The
Company recorded advertising expense of approximately $750,000 and $600,000 in 2005 and
2004, respectively. Personnel, and other costs attributable to the advertising fund are classified to
the applicable expense category.

income taxes — The Company uses the asset and liability approach to account for income taxes.
The differences between the financial statement and tax basis of assets and liabilities is
determined annually. Deferred income tax assets and liabilities are computed for those
differences that have future tax consequences using the curently enacted 1ax laws and rates that
apply to the periods in which they are expected to affect taxable income. Valuation allowances
are established, if nccessary, 1o reduce deferred tax assets to the amount that will more likely than
not be realized. Income tax expense is the current tax payvable or refundable for the period plus or
minus the net change in the deferred tax assets and liabilities. TMT - Delhi. LLC is a limited
liability company and is taxed as a partnership under provisions of the Internal Revenue Code.
Accordingly, the Company does not pay federal income tax on taxable income of the LLC.
Instead, the members are liable for individual federal income taxes on their respective shares of
the LCC taxable income.

Compensated absences - The Company records the liability for accumulated and vested sick and
vacation when it is earned.

NOTE 2 - NATURE OF ORGANIZATION, RISKS AND UNCERTAINTIES

Two Men and a Truck/International, Inc. (“TMT" or the “Company”) is a franchisor of local
moving businesses in the United States (142 total franchises in 28 states at December 31, 2005, 19 of
which are located in Michigan). TMT carns revenues primarily from royalty fees charged to franchisees
based on monthly sales and from initial fees charged to new [ranchisees.

BHAG, Inc. and BHAG, Washington, Inc. are franchises of TMT based in Sacramento,
California and Seattle, Washington, respectively, and provide both residential and commercial moves on a
local and long distance basis.

Two Men and a Truck Carpet Care Corporation is a corporation providing premiere floor
cleaning services to both residential and commercial customers.

TMT-Delhi, LLC is a limited liability company that owns the building that houses TMT
operations.



TWO MEN AND A TRUCK/INTERNATIONAL, INC.
SUBSIDIARIES AND AFFILIATE
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 2 - NATURE OF ORGANIZATION, RISKS AND UNCERTAINTIES (Concluded)

The Company is required to disclose significant concentrations of credit risk regardless of the
degree of such risk. Financial instruments which potentially subject the corporation to concentrations of
credit risk consist principally of cash and franchisece and notes receivables.

The Company places its cash with high-credit quality financial institutions. Althaugh such cash
balances exceeded the federally insured limits at certain times during the year, they are, in the opinion of
management, subject to minimal risk.

The Company admits franchisees based upon evaluations of financial condition, and other
information. Nonetheless, its ability to collect amounts due is affected by local economic conditions.
Based on subsequent collections, receivables from franchisees are considered subject to minimal risk and
no allowance for doubtful accounts is considered necessary at December 31, 2005.

The preparation of financial stalements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amounts of

assets and labilities at the date of the tinancial statements and the reported amounts of income and
expenses during the reporting period. Actual results could differ from those estimates.

NOTE 3 - INVESTMENTS

Folowing is a summary of the investments in municipal bonds classified as availabie for sale at
December 31:

Descriptions 2005 2004

Municipal Bonds $ 2,519,399 3




