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                        Economies of Scale - Smaller Firm
Combined Financials with EOS Adjustments

Economies Combined
Income: Smith Barney Combined of Scale After EOS
Fees 887,592$    425,841$      1,313,433$      1,313,433$        
Client Costs (35,841)$     (35,841)$          (35,841)$            
Total Income 851,751$    425,841$      1,277,592$      -$                 1,277,592$        

Expenses:
Advertising and Promotion 4,852$        4,852$             4,852$               
Amortization 1,658$        1,658$             (14,124)$      (12,466)$            Non-Cash Item
Automobile Expense - Mileage 3,147$        1,561$          4,708$             4,708$               
Bank Service Charges and Pen 74$             74$                  74$                    
Courier 4,540$        4,540$             4,540$               
Depreciation 7,101$        7,101$             (7,101)$        -$                       Non-Cash Item
Donations 240$             240$                (240)$           -$                       Not Needed 
Dues and Subscriptions 567$           285$             852$                (350)$           502$                  Duplications
Education - Professional Develo 472$           645$             1,117$             1,117$               
Employee Benefits 8,834$          8,834$             (4,000)$        4,834$               
Insurance 5,951$        6,182$          12,133$           (1,500)$        10,633$             Eliminates Office and Liability for Smith
Health Insurance 4,725$        4,725$             4,725$               
Interest 21,952$      21,952$           (10,000)$      11,952$             Est. Based on Current Debt of $148,000
Simple IRA 7,892$        720$             8,612$             (720)$           7,892$               Seller's IRA
Licenses and Permits 859$           429$             1,288$             (400)$           888$                  Duplications
Meals and Entertainment 2,685$        350$             3,035$             3,035$               
Office Supplies 5,474$        6,311$          11,785$           (2,500)$        9,285$               Duplications
Payroll Services 1,752$        1,752$             1,752$               
Payroll Taxes 30,271$      7,450$          37,721$           37,721$             
Parking & Tolls 200$           200$                200$                  
Casual Labor 9,272$          9,272$             (9,272)$        -$                       
Postage and Supplies 7,591$        1,950$          9,541$             (1,000)$        8,541$               Duplications
Penalties 35$             35$                  35$                    
Storage Expense 1,554$          1,554$             1,554$               
Rent 30,603$      30,603$           (30,603)$      -$                       No Rent, Mortagage See Below
Cleaning 1,770$          1,770$             1,770$               
Repairs and Maintenance 5,454$        3,917$          9,371$             9,371$               
Salaries - Mrktg Staff 18,522$      18,522$           18,522$             
Salaries - Accting Staff 265,157$    71,994$        337,151$         337,151$           
Salaries - Officers 39,267$      24,000$        63,267$           (63,267)$      -$                       Added Back Below the Line
Taxes 425$           150$             575$                575$                  
Software Subscriptions/Mainten 5,023$        4,025$          9,048$             (4,025)$        5,023$               Duplication
Telephone 6,285$        4,424$          10,709$           (2,500)$        8,209$               Duplication
Supplies 8,374$        8,374$             (2,000)$        6,374$               Duplication
Utilities 4,021$        4,913$          8,934$             (3,000)$        5,934$               No Utilities Smith
Security 210$           -$                  210$                (210)$           -$                       Not Needed after Merger
Total Expenses 495,139$    160,976$      656,115$         (156,812)$    499,303$           

Cash Flows Before Debt 356,612$    264,865$      621,477$         156,812$     778,289$           
 & Owners' Compensation

Owners' Compensation
Salaries 50,000$      60,000$        110,000$         (24,000)$      86,000$             Seller's salary - P/T Salary
Distributions 350,000$    75,000$        425,000$         (66,498)$      358,502$           Buyer's Salary
Total Compensation 400,000$    135,000$      535,000$         (90,498)$      444,502$           

Cash Flows Before Debt Servi (43,388)$     129,865$      86,477$           247,310$     333,787$           

Mortgage, 6.5% 15 Years 45,078$             $340,000 (85%) of building purchase
for renovation of bldg & working capital

Bank financing of 6.5%, 5 Years 41,820$             Principal of $176,000

Seller financing 6.5% 5 Years 40,831$             Principal of $176,000

Net Cash Flows 206,058$           
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