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Item 1. Schedule of Investments.
The Trust�s schedule of investments as of the close of the reporting period prepared pursuant to Rule 12-12 of
Regulation S-X is as follows:
Van Kampen California Value Municipal Income Trust
Portfolio of Investments n July 31, 2009 (Unaudited)

Par
Amount
(000) Description Coupon Maturity Value

Municipal Bonds 182.5%
California 177.9%

$ 2,000 Abag Fin Auth For Nonprofit Corp CA Insd Rev Ctf Lincoln Glen Manor
Sr Ctzn (CA MTG Insd) 6.100% 02/15/25 $ 2,001,880

1,000 Allan Hancock CA Jt Cmnty College Dist Election 2006,
Ser A (FSA Insd) 4.375 08/01/31 873,390

3,540 Anaheim, CA Pub Fin Auth Lease Rev Cap Apprec Pub Impt Proj,
Ser C (FSA Insd) * 09/01/32 776,747

4,250 Anaheim, CA Redev Agy Tax Alloc Rfdg Merged Redev Proj Area,
Ser A (FSA Insd) (a) 5.000 02/01/31 3,849,863

4,120 Apple Valley, CA Redev Agy Tax Alloc Proj Area No 2 (AMBAC Insd) 5.000 06/01/37 3,228,350
2,790 Banning, CA Cmnty Redev Agy Tax Alloc Merged Downtown (Radian

Insd) 5.000 08/01/23 2,598,271
2,510 Bay Area Govt Assn CA Lease West Sacramento, Ser A (Syncora Gtd) 5.000 09/01/24 2,527,796
6,000 Bay Area Toll Auth CA Toll Brdg Rev, Ser F (a) 5.000 04/01/31 5,981,850
3,000 Beverly Hills, CA Uni Sch Dist Cap Apprec 2008 Election * 08/01/28 1,102,200
1,510 Brea & Olinda, CA Uni Sch Dist Ctf Partn Rfdg, Ser A (FSA Insd) 5.500 08/01/20 1,603,650
3,535 Brea, CA Redev Agy Tax Alloc Rfdg, Ser A (AMBAC Insd) 5.500 08/01/20 3,417,603
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Van Kampen California Value Municipal Income Trust
Portfolio of Investments n July 31, 2009 (Unaudited) continued

Par
Amount
(000) Description Coupon Maturity Value

California (continued)
$ 3,000 California Cnty, CA Tob Sec Agy Tob Asset Bkd Los Angeles Cnty Sec (b) 0/5.450% 06/01/28 $ 1,872,540

2,000 California Cnty, CA Tob Sec Agy Tob Merced Cnty Rfdg, Ser A 5.125 06/01/38 1,206,660
5,000 California Cnty, CA Tob Sec Agy Tob Merced Cnty Rfdg, Ser A 5.250 06/01/45 2,764,850
2,000 California Ed Fac Auth Rev CA College Arts 5.000 06/01/35 1,290,600
1,000 California Ed Fac Auth Rev Pitzer College, Ser A 5.000 04/01/30 933,960
1,445 California Ed Fac Auth Rev Pooled College & Univ, Ser B 5.250 04/01/24 1,171,303
1,500 California Ed Fac Auth Rev Univ of Redlands, Ser A 5.000 10/01/31 1,382,835

10,200 California Ed Fac Auth Rev Univ Southn CA, Ser A (a) 5.250 10/01/39 10,536,498
2,500 California Hlth Fac Fin Auth Rev Adventist Hlth Sys West, Ser A 5.750 09/01/39 2,363,525
2,500 California Hlth Fac Fin Auth Rev Catholic Hlthcare West, Ser A 6.000 07/01/39 2,438,825
3,000 California Hlth Fac Fin Auth Rev Providence Hlth & Svc, Ser C 6.500 10/01/33 3,253,920

10,000 California Hlth Fac Fin Auth Rev Sutter Hlth, Ser A (a) 5.000 11/15/42 8,317,650
2,300 California Hsg Fin Agy Rev Home Mtg, Ser E (FGIC Insd) (AMT) 5.000 02/01/24 2,030,463
8,480 California Hsg Fin Agy Rev Home Mtg, Ser G (AMT) (a) 4.950 08/01/23 7,411,096
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Van Kampen California Value Municipal Income Trust
Portfolio of Investments n July 31, 2009 (Unaudited) continued

Par
Amount
(000) Description Coupon Maturity Value

California (continued)
$ 11,400 California Hsg Fin Agy Rev Home Mtg, Ser I (AMT)

(c) 4.800% 08/01/36 $ 8,539,631
5,150 California Hsg Fin Agy Rev Home Mtg, Ser M

(AMT) (a) 4.700 08/01/36 3,868,011
2,005 California Hsg Fin Agy Rev Multi-Family Hsg III,

Ser A (NATL Insd) (AMT) 5.850 08/01/17 2,006,664
1,000 California Muni Fin Auth Ed High Tech High Chula

Vista, Ser B (d) 6.000 07/01/28 752,660
1,000 California Pollutn Ctl Fin Auth Pollutn Ctl Rev Gas

& Elec Rfdg, Ser A (NATL Insd) 5.900 06/01/14 1,107,220
4,500 California Pollutn Ctl Fin Auth Solid Waste Disp

Rev Waste Mgmt Inc Proj, Ser B (AMT) 5.000 07/01/27 3,909,510
2,000 California Pollutn Ctl Fin Auth Solid Waste Disp

Rev Waste Mgmt Inc Proj, Ser C (AMT) (e) 5.125 11/01/23 1,834,660
25 California Rural Home Mtg Fin Auth Single Family

Mtg Rev Mtg Bkd Sec Pgm, Ser B (GNMA
Collateralized) (AMT) 6.150 06/01/20 25,496

40 California Rural Home Mtg Fin Auth Single Family
Mtg Rev Mtg Bkd Sec Pgm, Ser B (GNMA
Collateralized) (AMT) 6.250 12/01/31 40,024

5 California Rural Home Mtg Fin Auth Single Family
Mtg Rev Mtg Bkd Sec Pgm, Ser C (GNMA
Collateralized) (AMT) 7.500 08/01/27 5,104
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Van Kampen California Value Municipal Income Trust
Portfolio of Investments n July 31, 2009 (Unaudited) continued

Par
Amount
(000) Description Coupon Maturity Value

California (continued)
$ 10 California Rural Home Mtg Fin Auth Single Family

Mtg Rev, Ser C (GNMA Collateralized) (AMT) 7.800% 02/01/28 $ 10,219
9,000 California St Dept Vet Affairs Home Pur Rev, Ser A

(AMT) (a) 4.950 12/01/37 6,913,485
2,000 California St Dept Wtr Res Pwr Supply Rev, Ser F-5 5.000 05/01/22 2,101,060
3,000 California St Univ Rev Syswide, Ser A 5.250 11/01/38 2,921,040

10,000 California St Univ Rev Syswide, Ser D (FSA Insd)
(a) 4.500 11/01/37 8,668,850

1,150 California St Var Purp 5.750 04/01/31 1,182,522
1,400 California St Vet, Ser CD (AMT) 4.600 12/01/32 1,054,424
2,500 California Statewide Cmnty Dev Auth CHF Irvine

LLC UCI East Campus 5.750 05/15/32 2,226,850
2,230 California Statewide Cmnty Dev Auth CHF Irvine

LLC UCI East Rfdg 5.000 05/15/38 1,720,980
1,250 California Statewide Cmnty Dev Auth Rev CA

Baptist Univ, Ser A 5.500 11/01/38 819,275
2,000 California Statewide Cmnty Dev Auth Rev FHA Insd

Mtg Methodist Hosp Proj (FHA Gtd) 6.750 02/01/38 2,094,740
1,500 California Statewide Cmnty Dev Auth Rev Front

Porch Cmnty & Svc, Ser A (d) 5.125 04/01/37 1,067,430
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Van Kampen California Value Municipal Income Trust
Portfolio of Investments n July 31, 2009 (Unaudited) continued

Par
Amount
(000) Description Coupon Maturity Value

California (continued)
$ 1,825 California Statewide Cmnty Dev Auth Rev Hlth Fac Adventist Hlth, Ser A 5.000% 03/01/19 $ 1,777,513

2,750 California Statewide Cmnty Dev Auth Rev Insd Enloe Med Ctr (CA MTG
Insd) 6.250 08/15/28 2,818,530

2,000 California Statewide Cmnty Dev Auth Rev Kaiser Permanente, Ser A 5.000 04/01/19 2,084,740
1,000 California Statewide Cmnty Dev Auth Rev Windrush Sch 5.500 07/01/37 671,140

730 California Statewide Cmnty Dev Auth Wtr Rev Pooled Fin Pgm, Ser C (FSA
Insd) 5.250 10/01/28 739,745

260 Carlsbad, CA Spl Tax Escrow Cmnty Fac 3 Impt Area 2 6.050 09/01/28 213,746
845 Carlsbad, CA Spl Tax Escrow Cmnty Fac 3 Impt Area 2 6.150 09/01/38 653,709

2,000 Carson, CA Redev Agy Tax Alloc Rfdg, Ser A (NATL Insd) 5.000 10/01/23 1,781,440
1,085 Cathedral City, CA Pub Fin Auth Rev Cap Apprec, Ser A (NATL Insd) * 08/01/27 347,894
1,085 Cathedral City, CA Pub Fin Auth Rev Cap Apprec, Ser A (NATL Insd) * 08/01/28 321,811
1,085 Cathedral City, CA Pub Fin Auth Rev Cap Apprec, Ser A (NATL Insd) * 08/01/30 278,595
1,085 Cathedral City, CA Pub Fin Auth Rev Cap Apprec, Ser A (NATL Insd) * 08/01/31 257,818
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Van Kampen California Value Municipal Income Trust
Portfolio of Investments n July 31, 2009 (Unaudited) continued

Par
Amount
(000) Description Coupon Maturity Value

California (continued)
$ 1,085 Cathedral City, CA Pub Fin Auth Rev Cap Apprec,

Ser A (NATL Insd) * 08/01/32 $ 239,373
1,085 Cathedral City, CA Pub Fin Auth Rev Cap Apprec,

Ser A (NATL Insd) * 08/01/33 223,629
2,000 Central Vly Fin Auth CA Cogeneration Proj Rev

Carson Ice Gen Proj Rfdg (NATL Insd) 5.000% 07/01/17 2,009,160
220 Cerritos, CA Cmnty College Dist Election 2004, Ser

A (NATL Insd) 5.000 08/01/27 221,353
3,000 Chaffey Cmnty College Dist CA Election 2002, Ser C

(NATL Insd) 5.000 06/01/32 2,927,970
1,700 Chino Vly Uni Sch Dist CA Ctf Partn Rfdg, Ser A

(FSA Insd) 5.375 09/01/20 1,722,287
2,000 Chula Vista, CA Cmnty Fac Dist Spl Tax No 01-1

Impt Area San Miguel, Ser B 5.350 09/01/26 1,554,680
2,000 Chula Vista, CA Indl Dev Rev San Diego Gas, Ser A 5.300 07/01/21 2,033,080
1,540 Chula Vista, CA Redev Agy Tax Alloc Sub Bayfront

Rfdg, Ser B 5.250 10/01/27 1,172,171
1,605 Coachella, CA Fin Auth Tax Alloc Rev Redev Proj 4

Rfdg, Ser B (Syncora Gtd) 5.250 09/01/34 1,309,070
1,000 Coachella, CA Redev Agy Tax Alloc Proj Area No 3

Rfdg 5.875 12/01/28 795,440
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Van Kampen California Value Municipal Income Trust
Portfolio of Investments n July 31, 2009 (Unaudited) continued

Par
Amount
(000) Description Coupon Maturity Value

California (continued)
$ 2,000 Colton, CA Redev Agy Tax Alloc Mt Vernon

Corridor Redev Proj 6.300% 09/01/36 $ 1,778,020
1,600 Commerce, CA Jt Pwr Fin Auth Lease Rev Cmnty Ctr

Proj (Syncora Gtd) 5.000 10/01/29 1,359,344
2,000 Commerce, CA Jt Pwr Fin Auth Lease Rev Cmnty Ctr

Proj (Syncora Gtd) 5.000 10/01/34 1,599,220
1,750 Compton, CA Wtr Rev 6.000 08/01/39 1,717,310
1,990 Daly City, CA Hsg Dev Fin Agy Mobile Home Pk

Rev Third Tier Franciscan Rfdg, Ser C 6.500 12/15/47 1,467,983
2,000 Desert Hot Springs, CA Redev Agy Tax Alloc

Merged Redev Proj, Ser A-2 5.750 09/01/38 1,728,460
1,125 El Cerrito, CA Redev Agy Tax Alloc Redev Proj Area

Rfdg, Ser B (NATL Insd) (AMT) 5.250 07/01/15 1,151,921
1,000 Emeryville, CA Pub Fin Auth Rev Shellmound Pk

Redev & Hsg Proj, Ser B (NATL Insd) 5.000 09/01/19 962,920
1,000 Fairfield, CA Cmnty Fac Dist Spl Tax No 2007-1

Fairfield Commons 6.875 09/01/38 780,780
2,000 Fairfield, CA Ctf Partn Fairfield Wtr, Ser A (NATL

Insd) 5.000 04/01/42 1,768,980
5,155 Florin, CA Res Consv Dist Cap Impt Elk Grove Wtr

Svc, Ser A (NATL Insd) 5.000 09/01/33 4,241,637
3,000 Folsom, CA Pub Fin Auth Spl Tax Rev, Ser A

(AMBAC Insd) 5.000 09/01/28 2,540,820
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Van Kampen California Value Municipal Income Trust
Portfolio of Investments n July 31, 2009 (Unaudited) continued

Par
Amount
(000) Description Coupon Maturity Value

California (continued)
$ 3,000 Folsom, CA Spl Tax Cmnty Fac Dist No 2 Rfdg

(Connie Lee Insd) 5.250% 12/01/19 $ 2,900,880
1,000 Fontana, CA Redev Agy Tax Alloc Southwest Indl

Park Proj (NATL Insd) 5.000 09/01/22 920,660
1,950 Fontana, CA Redev Agy Tax Alloc Southwest Indl

Park Proj (NATL Insd) 5.200 09/01/30 1,679,125
5,000 Fontana, CA Uni Sch Dist Ctf Partn Fin Proj (FSA

Insd) 4.500 09/01/35 4,220,000
2,950 Foothill/Eastern Corridor Agy CA Toll Rd Rev (f) * 01/01/27 1,309,033

10,000 Foothill/Eastern Corridor Agy CA Toll Rd Rev Cap
Apprec Rfdg * 01/15/25 2,719,500

15,000 Foothill/Eastern Corridor Agy CA Toll Rd Rev Cap
Apprec Rfdg * 01/15/26 3,749,700

5,000 Foothill/Eastern Corridor Agy CA Toll Rd Rev Cap
Apprec Rfdg * 01/15/31 811,800

5,500 Foothill/Eastern Corridor Agy CA Toll Rd Rev Conv
Cap Apprec Rfdg 5.875 01/15/27 4,624,510

2,015 Garden Grove, CA Agy Cmnty Dev Sub Nt
(Acquired 5/27/08, Cost $1,755,166) (g) 6.000 10/01/27 1,509,900

2,500 Glendale, CA Uni Sch Dist, Ser C (FSA Insd) 5.500 09/01/19 2,532,800
1,085 Golden St Tob Sec Corp CA Tob Settlement Rev

Asset Bkd Sr, Ser A-1 4.500 06/01/27 911,335
5,825 Golden St Tob Sec Corp CA Tob Settlement Rev

Asset Bkd Sr, Ser A-1 5.750 06/01/47 3,495,874

Edgar Filing: VAN KAMPEN CALIFORNIA VALUE MUNICIPAL INCOME TRUST - Form N-Q

9



Van Kampen California Value Municipal Income Trust
Portfolio of Investments n July 31, 2009 (Unaudited) continued

Par
Amount
(000) Description Coupon Maturity Value

California (continued)
$ 3,000 Hawthorne, CA Spl Tax Cmnty Fac Dist No, Ser

2006-1 5.000% 09/01/36 $ 1,569,690
3,000 Imperial Irr Dist CA Ctf Partn Elec Sys Proj (FSA

Insd) 5.250 11/01/23 3,101,760
3,000 Indio, CA Redev Agy Tax Alloc Sub Merged Redev

Proj Area, Ser A 5.625 08/15/35 2,608,410
3,435 Irvine, CA Pub Fac & Infrastructure Auth Assmt Rev,

Ser B (AMBAC Insd) 5.000 09/02/22 3,038,807
1,000 Jurupa, CA Cmnty Svc Dist Spl Tax Cmnty Fac Dist

No 24, Ser A 6.375 09/01/27 896,340
1,325 Jurupa, CA Cmnty Svc Dist Spl Tax Cmnty Fac Dist

No 24, Ser A 6.625 09/01/38 1,146,178
1,000 La Quinta, CA Fin Auth Loc Agy Rev, Ser A

(AMBAC Insd) 5.250 09/01/24 952,880
1,420 La Quinta, CA Redev Agy Tax Alloc Redev Proj

Area No 1 (AMBAC Insd) 5.000 09/01/22 1,307,337
1,500 La Quinta, CA Redev Agy Tax Redev Proj Area No 1

(AMBAC Insd) 5.125 09/01/32 1,239,570
1,000 Laguna Hills, CA Ctf Partn Cmnty Ctr Proj (NATL

Insd) 5.000 12/01/18 1,028,960
1,000 Lathrop, CA Impt Bd Act 1915 Mossdale Vlg Assmt

Dist 03-1 5.000 09/02/25 734,380
2,000 Lemon Grove, CA Cmnty Dev Agy Tax Alloc Redev

Proj Area (AMBAC Insd) 4.500 08/01/37 1,413,000
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Van Kampen California Value Municipal Income Trust
Portfolio of Investments n July 31, 2009 (Unaudited) continued

Par
Amount
(000) Description Coupon Maturity Value

California (continued)
$ 1,000 Loma Linda, CA Redev Agy Tax Loma Linda Redev

Proj Rfdg (NATL Insd) 5.125% 07/01/30 $ 977,990
145 Long Beach, CA Bd Fin Auth Tax Alloc Rev North

Long Beach Redev Proj, Ser A (AMBAC Insd) 5.375 08/01/21 136,958
3,555 Long Beach, CA Hbr Rev, Ser A (NATL Insd)

(AMT) 5.250 05/15/18 3,606,370
2,000 Long Beach, CA Spl Tax Long Beach Towne Ctr 5.750 10/01/25 1,722,800
2,215 Los Angeles, CA Cmnty Redev Agy Multi-Family

Hsg Rev Grand Cent Square Rfdg, Ser B (AMBAC
Insd) (AMT) 4.750 12/01/26 1,940,229

3,000 Los Angeles, CA Ctf Partn Sr Sonnenblick Del Rio W
LA (AMBAC Insd) 6.000 11/01/19 3,088,530

1,230 Los Angeles, CA Dept Arpt Rev LA Intl Arpt, Ser C 5.125 05/15/33 1,207,516
2,000 Los Angeles, CA Dept Wtr & Pwr Wtrwks Rev Sys,

Ser A 5.375 07/01/38 2,027,200
2,000 Los Angeles, CA Uni Sch Dist, Ser D 5.000 01/01/34 1,934,220
4,000 Los Angeles, CA Wtr & Pwr Rev Pwr Sys, Ser A-1

(a) 5.250 07/01/38 4,039,520
1,600 Los Angeles Cnty, CA Metro Trans Auth Sales Tax

Rev Prop A First Tier Sr Rfdg, Ser C (AMBAC Insd) 5.000 07/01/23 1,610,832
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Van Kampen California Value Municipal Income Trust
Portfolio of Investments n July 31, 2009 (Unaudited) continued

Par
Amount
(000) Description Coupon Maturity Value

California (continued)
$ 1,200 Los Angeles Cnty, CA Sch Regionalized Business

Svc Ctf Partn Cap Apprec Pooled Fin, Ser A
(AMBAC Insd) * 08/01/26 $ 407,172

1,250 Los Angeles Cnty, CA Sch Regionalized Business
Svc Ctf Partn Cap Apprec Pooled Fin, Ser A (FSA
Insd) 5.000% 09/01/28 1,251,775

1,190 Lynwood, CA Util Auth Enterp Rev (FSA Insd) 5.000 06/01/25 1,198,163
700 Maywood, CA Cmnty Dev Commn Tax Alloc

Merged Maywood Redev Proj Area (Radian Insd) 4.500 08/01/27 560,973
2,000 Mendocino Cnty, CA Ctf Partn Cnty Pub Fac Corp

(NATL Insd) 5.250 06/01/30 1,779,260
1,900 Metropolitan Wtr Dist Southn CA Auth, Ser B-2

(NATL Insd) 5.000 10/01/26 1,975,563
2,000 Montclair, CA Redev Agy Mobile Home Pk Rev

Hacienda Mobile Home Pk Proj 6.000 11/15/22 1,767,740
2,190 Morongo Band of Mission Indians CA Enterprise Rev

Indians Enterprise Casino, Ser B (d) 5.500 03/01/18 1,897,109
2,175 Morongo Band Of Mission Indians CA Enterprise

Rev Indians Enterprise Casino, Ser B (d) 6.500 03/01/28 1,779,476
3,180 Mount Diablo, CA Uni Sch Dist (FSA Insd) (a) 5.000 08/01/26 3,122,919
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Van Kampen California Value Municipal Income Trust
Portfolio of Investments n July 31, 2009 (Unaudited) continued

Par
Amount
(000) Description Coupon Maturity Value

California (continued)
$ 1,730 National City, CA Cmnty Dev Commn Tax Alloc

National City Redev Proj, Ser A (AMBAC Insd) 5.500% 08/01/32 $ 1,506,415
2,000 Needles, CA Pub Util Auth Util Sys Acquisition Proj,

Ser A 6.500 02/01/22 1,794,020
1,500 Norco, CA Spl Tax Cmnty Fac Dist No 97-1 Rfdg

(AGL Insd) 4.875 10/01/30 1,355,685
925 Oceanside, CA Cmnty Fac No 2001-1 Morro Hills

Dev 5.500 09/01/34 675,888
1,000 Orange Cnty, CA Arpt Rev, Ser A 5.000 07/01/31 973,980
1,000 Oxnard, CA Uni High Sch Dist Rfdg, Ser A (NATL

Insd) 6.200 08/01/30 1,026,970
1,230 Palm Desert, CA Fin Auth Tax Alloc Rev Proj Area

No 2 Rfdg, Ser A (NATL Insd) 5.000 08/01/21 1,150,616
250 Palm Springs, CA Arpt Sub Palm Springs Intl Arpt

Rfdg (AMT) 5.450 07/01/20 210,012
485 Palm Springs, CA Arpt Sub Palm Springs Intl Arpt

Rfdg (AMT) 5.550 07/01/28 342,691
250 Palm Springs, CA Arpt Sub Palm Springs Intl Arpt

Rfdg (AMT) 6.000 07/01/18 215,310
250 Palm Springs, CA Arpt Sub Palm Springs Intl Arpt

Rfdg (AMT) 6.400 07/01/23 204,698
550 Palm Springs, CA Arpt Sub Palm Springs Intl Arpt

Rfdg (AMT) 6.500 07/01/27 434,231
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Van Kampen California Value Municipal Income Trust
Portfolio of Investments &#110D> �    �   �     �     �     �     9,502   9,502   

BALANCE, June 30, 2004 (unaudited)

 38,439,984 $385 2,605,709 $26 (2,255,570) $(14,291) $(1,380) $429,291  $(137,350) $276,681   
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The accompanying notes to condensed consolidated financial statements are an integral part of

these financial statements.
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INTEGRATED ELECTRICAL SERVICES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

(IN THOUSANDS)

Nine Months Ended
June 30,

2003 2004

(restated)
CASH FLOWS FROM OPERATING ACTIVITIES: (Unaudited)
Net income $ 12,101 9,502
Adjustments to reconcile net income to net cash provided by operating activities
Bad debt expense 1,046 2,152
Deferred income taxes (281) (6,490)
Depreciation and amortization 10,931 10,026
Loss (gain) on sale of property and equipment 204 (3)
Non-cash compensation expense �  568
Gain on divestiture (26) �  
Changes in operating assets and liabilities, net of acquisitions and dispositions of businesses
Accounts receivable 156 (1,560)
Inventories 3,216 (5,858)
Costs and estimated earnings in excess of billings on uncompleted contracts 4,103 (3,947)
Prepaid expenses and other current assets 12,267 (2,937)
Other noncurrent assets 2,255 1,274
Accounts payable and accrued expenses 4,688 4,528
Billings in excess of costs and estimated earnings on uncompleted contracts (10,240) (296)
Other current liabilities 185 �  
Other noncurrent liabilities (4,706) 2,461

Net cash provided by operating activities 35,899 9,420

CASH FLOWS FROM INVESTING ACTIVITIES:
Proceeds from sale of property and equipment 1,787 684
Purchases of property and equipment (7,304) (4,729)
Purchases of business, net of cash acquired (2,723) �  
Sale of business 1,084 �  
Investments in securities (500) (400)

Net cash used in investing activities (7,656) (4,445)

CASH FLOWS FROM FINANCING ACTIVITIES:
Borrowings 37 50,040
Repayments of debt (16,176) (82,386)
Purchase of treasury stock (6,795) (4,340)
Proceeds from exercise of stock options 2,112 5,354
Proceeds from issuance of stock �  39
Proceeds from issuance of stock under employee stock purchase plan 821 652
Payments for debt issuance costs (679) (1,245)

Net cash used in financing activities (20,680) (31,886)
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NET INCREASE IN CASH AND CASH EQUIVALENTS 7,563 (26,911)
CASH AND CASH EQUIVALENTS, beginning of period 32,779 40,201

CASH AND CASH EQUIVALENTS, end of period $ 40,342 13,290

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
Cash paid for
Interest $ 12,321 14,207
Income taxes $ 599 666
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INTEGRATED ELECTRICAL SERVICES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

(IN THOUSANDS)

Three Months Ended
June 30,

2003 2004

(restated)
(Unaudited)

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income $ 5,260 740
Adjustments to reconcile net income to net cash provided by operating activities
Provision for allowance for doubtful accounts 385 865
Depreciation and amortization 3,590 3,294
Loss (gain) on sale of property and equipment 234 (150)
Non-cash compensation expense �  237
Deferred income tax benefit (86) 1,738
Changes in operating assets and liabilities, net of acquisitions and dispositions of businesses
Accounts receivable (9,945) (18,220)
Inventories 1,141 (2,514)
Costs and estimated earnings in excess of billings on uncompleted contracts 2,879 (1,724)
Prepaid expenses and other current assets 2,703 (1,262)
Other noncurrent assets 1,229 (1,749)
Accounts payable and accrued expenses 13,786 17,010
Billings in excess of costs and estimated earnings on uncompleted contracts (4,258) 3,153
Other current liabilities (177) (50)
Other noncurrent liabilities 1,188 1,028

Net cash provided by operating activities 17,929 2,396

CASH FLOWS FROM INVESTING ACTIVITIES:
Proceeds from sale of property and equipment 247 286
Purchases of property and equipment (1,842) (1,590)

Net cash used in investing activities (1,595) (1,304)

CASH FLOWS FROM FINANCING ACTIVITIES:
Borrowings 10 �  
Repayments of debt (146) (7,145)
Purchase of treasury stock (3,419) �  
Proceeds from exercise of stock options 2,112 300
Payments for debt issuance costs (679) �  

Net cash used in financing activities (2,122) (6,845)

NET INCREASE IN CASH AND CASH EQUIVALENTS 14,212 (5,753)
CASH AND CASH EQUIVALENTS, beginning of period 26,130 19,043

CASH AND CASH EQUIVALENTS, end of period $ 40,342 13,290
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SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
Cash paid for
Interest $ 261 727
Income taxes $ 599 340

The accompanying notes to condensed consolidated financial statements are an integral part of

these financial statements.
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INTEGRATED ELECTRICAL SERVICES, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

JUNE 30, 2004

(UNAUDITED)

1. OVERVIEW

Integrated Electrical Services, Inc. (the �Company� or �IES�), a Delaware corporation, was founded in June 1997 to create a leading national
provider of electrical services, focusing primarily on the commercial and industrial, residential, low voltage and service and maintenance
markets.

The accompanying unaudited Condensed Consolidated Financial Statements (the �Financial Statements�) of the Company have been prepared in
accordance with accounting principles generally accepted in the United States and Article 10 of Regulation S-X. Accordingly, they do not
include all of the information and footnotes required for complete financial statements, and therefore should be reviewed in conjunction with the
financial statements and related notes thereto contained in the Company�s annual report for the year ended September 30, 2003, filed on Form
10-K with the Securities and Exchange Commission. In the opinion of management, all adjustments (primarily consisting of normal recurring
accruals) considered necessary for a fair presentation have been included. Actual operating results for the nine months ended June 30, 2004 are
not necessarily indicative of the results that may be expected for the fiscal year ended September 30, 2004.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

For a description of these policies, refer to Note 2 of the Notes to the Consolidated Financial Statements included in the Company�s Annual
Report on Form 10-K for the year ended September 30, 2003.

SUBSIDIARY GUARANTIES

All of the Company�s operating income and cash flows are generated by its 100% owned subsidiaries, which are the subsidiary guarantors of the
Company�s outstanding 9 3/8% senior subordinated notes due 2009 (the �Senior Subordinated Notes�). The Company is structured as a holding
company and substantially all of its assets and operations are held by its subsidiaries. There are currently no significant restrictions on the
Company�s ability to obtain funds from its subsidiaries by dividend or loan. The parent holding company�s independent assets, revenues, income
before taxes and operating cash flows are less than 3% of the consolidated total. The separate financial statements of the subsidiary guarantors
are not included herein because (i) the subsidiary guarantors are all of the direct and indirect subsidiaries of the Company; (ii) the subsidiary
guarantors have fully and unconditionally, jointly and severally guaranteed the Senior Subordinated Notes; and (iii) the aggregate assets,
liabilities, earnings and equity of the subsidiary guarantors is substantially equivalent to the assets, liabilities, earnings and equity of the
Company on a consolidated basis. As a result, the presentation of separate financial statements and other disclosures concerning the subsidiary
guarantors is not deemed material.
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USE OF ESTIMATES AND ASSUMPTIONS

The preparation of financial statements in conformity with accounting principles generally accepted in the United States requires the use of
estimates and assumptions by management in determining the reported amounts of assets and liabilities, disclosures of contingent 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. Estimates are primarily used in the Company�s revenue recognition of construction in progress, fair value assumptions in
analyzing goodwill impairment, allowance for doubtful accounts receivable, realizability of deferred tax assets and self-insured claims liabilities.
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INTEGRATED ELECTRICAL SERVICES, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS�(Continued)

JUNE 30, 2004

(UNAUDITED)

SEASONALITY AND QUARTERLY FLUCTUATIONS

The results of the Company�s operations, primarily from residential construction, are seasonal, dependent upon weather trends, with higher
revenues typically generated during the spring and summer and lower revenues during the fall and winter. The commercial and industrial aspect
of its business is less subject to seasonal trends, as this work generally is performed inside structures protected from the weather. The Company�s
service business is generally not affected by seasonality. In addition, the construction industry has historically been highly cyclical. The
Company�s volume of business may be adversely affected by declines in construction projects resulting from adverse regional or national
economic conditions. Quarterly results may also be materially affected by gross margins for both bid and negotiated projects, the timing of new
construction projects and any acquisitions. Accordingly, operating results for any fiscal period are not necessarily indicative of results that may
be achieved for any subsequent fiscal period.

NEW ACCOUNTING PRONOUNCEMENT

In January 2003, the Financial Accounting Standards Board issued Interpretation No. 46, �Consolidation of Variable Interest Entities,�
(�Interpretation 46�). The objective of Interpretation 46 is to improve the financial reporting by companies involved with variable interest entities.
Until Interpretation 46, one company generally has included another entity in its consolidated financial statements only if it controlled the entity
through voting interest. Interpretation 46 changes that by requiring a variable interest entity to be consolidated by a company if that company is
subject to a majority of the risk of loss from the variable interest entity�s activities or entitled to receive a majority of the entity�s residual returns
or both. The consolidation requirements of Interpretation 46 apply immediately to variable interest entities created after January 31, 2003. The
consolidation requirements apply to older entities in the first fiscal year or interim period ending after March 15, 2004. Certain disclosure
requirements applied to all financial statements issued after January 31, 2003, regardless of when the variable interest entity was established.
The Company has investments in two firms, EnerTech Capital Partners II, L.P. (EnerTech) and Energy Photovoltaics, Inc. (EPV) that were
considered in light of this interpretation. The Company determined that EPV was an exception to the provisions of Interpretation 46, and that the
Company is not the primary beneficiary of EnerTech and as such, the adoption of Interpretation 46 did not have an impact on the Company�s
results of operations or its financial position.

STOCK-BASED COMPENSATION

The Company accounts for its stock-based compensation arrangements using the intrinsic value method in accordance with the provisions of
Accounting Principles Board Opinion No. 25, �Accounting for Stock Issued to Employees� (�APB 25�) and related interpretations. Under APB 25, if
the exercise price of employee stock options equals the market price of the underlying stock on the date of grant, no compensation expense is
recognized. The Company�s stock options have all been granted with exercise prices at fair value, therefore no compensation expense has been
recognized under APB 25 (See Note 7) During the nine months ended June 30, 2004, the Company recorded compensation expense of $0.6
million in connection with a restricted stock award (See note 7). Additionally, the Company recorded no compensation expense associated with
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our Employee Stock Purchase Plan which is defined as a non-compensatory plan pursuant to Financial Accounting Standards Board
Interpretation No. 44 (See note 8).
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INTEGRATED ELECTRICAL SERVICES, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS�(Continued)

JUNE 30, 2004

(UNAUDITED)

The following table illustrates the effect on net income and earnings per share assuming the compensation costs for IES� stock option and
purchase plans had been determined using the fair value method at the grant dates amortized on a pro rata basis over the vesting period as
required under Statement of Financial Accounting Standards (�SFAS�) No. 123, �Accounting for Stock-Based Compensation� for the three and nine
months ended June 30, 2003 and 2004 (in thousands, except for per share data):

Three months ended June
30,

Nine months ended June
30,

2003 2004 2003 2004

Net income, as reported $ 5,260 $ 740 $ 12,101 $ 9,502
Add: Stock-based employee compensation expense included in reported
net income, net of related tax effects �  137 �  329
Deduct: Total stock-based employee compensation expense determined
under fair value based method for all awards, net of related tax effects 421 267 1,552 809

Pro forma net income for SFAS No. 123 $ 4,839 $ 610 $ 10,549 $ 9,022

Earnings per share:
Basic�as reported $ 0.14 $ 0.02 $ 0.31 $ 0.25
Basic�pro forma for SFAS No. 123 $ 0.12 $ 0.02 $ 0.27 $ 0.23

Earnings per share:
Diluted�as reported $ 0.13 $ 0.02 $ 0.31 $ 0.24
Diluted�pro forma for SFAS No. 123 $ 0.12 $ 0.02 $ 0.27 $ 0.23

2. BUSINESS COMBINATIONS

Acquisition

On February 27, 2003, the Company purchased the assets of Riviera Electric LLC, an electrical contractor located in the state of Colorado, out
of a bankruptcy auction of a prior competitor. The total consideration paid in this transaction was approximately $2.7 million, comprised entirely
of cash, net of cash acquired. The fair value of the tangible net assets acquired exceeded the total consideration paid. As a result, the long-term
fixed assets of the acquisition were reduced to zero. The purchase price was allocated as follows (in thousands):
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Accounts receivable, net $ 11,643
Retention 3,884
Costs and estimated earnings in excess of billings on uncompleted projects and other 922
Less: Accounts payable and accrued expenses (10,214)
Less: Billings in excess of costs and estimated earnings on uncompleted projects and other $ (3,512)

Cash paid, net of cash acquired $ 2,723
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INTEGRATED ELECTRICAL SERVICES, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS�(Continued)

JUNE 30, 2004

(UNAUDITED)

The unaudited pro forma data presented below reflect the results of operations of IES and the acquisition of Riviera Electric LLC assuming the
transaction was completed on October 1, 2002 (in thousands):

Nine
Months
Ended

June 30,
2003

Revenues $ 1,101,552
Net income $ 12,985

Basic earnings per share $ 0.33
Diluted earnings per share $ 0.33

The unaudited pro forma data summarized above also reflects pro forma adjustments primarily related to reductions in general and
administrative expenses for contractually agreed reductions in compensation programs and additional income tax expense based on the
Company�s effective income tax rate. The unaudited pro forma financial data does not purport to represent what the Company�s combined results
of operations would actually have been if such transactions had in fact occurred on October 1, 2002, and are not necessarily representative of the
Company�s results of operations for any future period.

Divestiture

On October 8, 2002, the Company sold all of the stock of one of its operating companies. The proceeds from the sale were $1.1 million in cash
and 70,330 shares of the Company�s common stock. The Company recorded a pre-tax gain of less than $0.1 million associated with this sale that
is recorded in other income.

In connection with the disposition discussed above, the net pre-tax gain was determined as follows for the quarter ended December 31, 2002 (in
thousands):

Book value of assets divested $ 1,830
Liabilities divested (502)
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Net assets divested 1,328

Cash received 1,084
Common stock received 270

Total consideration received 1,354

Pre-tax gain $ 26

3. RESTRUCTURING CHARGES

In October 2001, the Company began implementation of a workforce reduction program. The purpose of this program was to cut costs by
reducing the number of administrative staff both in the field and at the home office. The total number of terminated employees was
approximately 450. As a result of the program implementation, the Company recorded pre-tax restructuring charges of $5.6 million associated
with 45 employees during the year ended September 30, 2002 and presented these charges as a separate component of the Company�s results of
operations for the period then ended. The charges were based on the costs of the workforce reduction program and included severance and other
special termination benefits. The Company believes the reduction of these personnel resulted in annual savings of approximately $4.1 million in
salaries and benefits.
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INTEGRATED ELECTRICAL SERVICES, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS�(Continued)

JUNE 30, 2004

(UNAUDITED)

During the nine months ended June 30, 2004, the Company settled the remaining payments required under the restructuring agreements and
reduced the restructuring accrual by $0.4 million, which is included as a reduction in selling, general, and administrative expenses. As of June
30, 2004, there are no amounts accrued and unpaid as a result of the restructuring.

4. DEBT

Credit Facility

On February 27, 2004, the Company amended and restated the $125.0 million revolving credit facility to a $125.0 million revolving credit
facility and a $50.0 million term loan led by Bank One, NA (the �Credit Facility�). The Company used the proceeds from the term loan and
available cash to redeem $75.0 million principal amount of the Company�s long term bonds. Since February 27, 2004, and through December 10,
2004, the Company amended the Credit Facility four times. The amendments reduced the Credit Facility commitment, provided for covenants or
waivers that permit the Company to file the Form 10-Q for the quarter ended June 30, 2004 on or before December 15, 2004, permitted the
Company to issue senior convertible notes, specified mandatory debt reduction amounts by quarter, adjusted and redefined financial covenants
on a monthly basis beginning December 31, 2004, increased pricing, established the borrowing base at 70 percent of qualifying receivables and
permit the Company to release certain collateral related to bonded jobs to companies providing surety bonding. These amendments required the
payments of fees upon their execution. These fees are capitalized as deferred financing costs and amortized over the life of the facility. The
Credit Facility, as amended, matures on January 13, 2006. The Company has the ability to extend the facility until January 12, 2007 upon the
payment of a fee if certain financial conditions are met. The term loan of the credit facility is due by September 30, 2005. At June 30, 2004, the
term loan had outstanding borrowings of $42.9 million. Amounts borrowed under the Credit Facility, as amended, bear interest at an annual rate
of the bank�s prime rate plus two percent. Fees of one percent per annum are assessed on the outstanding borrowings as of the beginning of each
quarter beginning January 1, 2005. The Company�s direct and indirect subsidiaries guarantee the repayment of all amounts due under the facility
and the facility is secured by a first perfected security interest in all the assets of the Company and those subsidiaries, including all of the
outstanding capital shares of the capital stock of those subsidiaries. Among other restrictions, the financial covenants include minimum EBITDA
requirements for core and all operations, a maximum senior secured debt to EBITDA ratio and a minimum interest coverage ratio.

As of June 30, 2004, the Company was in compliance with all financial covenants as they pertain to the Credit Facility, as amended.

As of June 30, 2004, the Company had $42.9 million outstanding under the term loan portion of its Credit Facility, no amounts outstanding
under the revolving credit line portion of its Credit Facility, letters of credit outstanding under its Credit Facility of $25.8 million, $0.2 million of
other borrowings and available borrowing capacity under its Credit Facility of $99.2 million.
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Senior Subordinated Notes

The Company has outstanding two different issues of senior subordinated notes with similar terms. The notes bear interest at 9 3/8% and will
mature on February 1, 2009. We pay interest on the notes on February 1 and August 1 of each year. The notes are unsecured senior subordinated
obligations and are subordinated to all of our existing and future senior indebtedness. The notes are guaranteed on a senior subordinated basis by
all of the Company�s subsidiaries. Under the terms of the notes, the Company is required to comply with various affirmative and negative
covenants including (1) restrictions on additional indebtedness, and (2) restrictions on
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INTEGRATED ELECTRICAL SERVICES, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS�(Continued)

JUNE 30, 2004

(UNAUDITED)

liens, guarantees and dividends. During the year ended September 30, 2002, the Company retired approximately $27.1 million of these senior
subordinated notes. In connection with these transactions, the Company recorded a gain of $1.0 million. This gain is recorded in interest and
other expense, net during the year ended September 30, 2002 in accordance with SFAS No. 145, �Rescission of FASB Statements No. 4, 44 and
64, Amendment of FASB Statement No. 13, and Technical Corrections,� which we adopted July 1, 2002. During the nine months ended June 30,
2004, the Company redeemed $75.0 million principal amount of the Company�s senior subordinated notes, paying a call premium of 4.688%, or
$3.5 million. This premium along with a write off of previously capitalized deferred financing costs of $1.6 million was recorded as a loss in
other income and expense in accordance with SFAS No. 145. At June 30, 2004, the Company had $172.9 million in outstanding senior
subordinated notes.

Debt consists of the following (in thousands):

September 30,

2003

June 30,

2004

Secured Credit Facility and term loan with a group of lending institutions, due February 27, 2008, with a
weighted average interest rate of 4.22% $ �  $ 42,926
Senior Subordinated Notes, due February 1, 2009, bearing interest at 9.375% with an effective interest
rate of 9.50% 137,885 62,885
Senior Subordinated Notes, due February 1, 2009, bearing interest at 9.375% with an effective interest
rate of 10.00% 110,000 110,000
Other 451 200

Total debt 248,336 216,011
Less�short-term debt and current maturities of long-term debt (256) (35,099)
Less�unamortized discount on Senior Subordinated Notes (3,198) (2,442)
Add�fair value of terminated interest rate hedge 3,240 2,783

Total long-term debt $ 248,122 $ 181,253

5. EARNINGS PER SHARE

The following table reconciles the numerators and denominators of the basic and diluted earnings per share for the nine months ended June 30,
2003 and 2004 (in thousands, except share data):
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Nine Months Ended June 30,

2003 2004

(restated)
Numerator:
Net income $ 12,101 $ 9,502

Denominator:
Weighted average shares outstanding�basic 39,188,518 38,529,576
Effect of dilutive stock options 108,928 642,410

Weighted average shares outstanding�diluted 39,297,446 39,171,986

Earnings per share:
Basic $ 0.31 $ 0.25
Diluted $ 0.31 $ 0.24
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(UNAUDITED)

For the nine months ended June 30, 2003 and 2004, stock options of 4.6 million and 2.2 million, respectively, were excluded from the
computation of diluted earnings per share because the options exercise prices were greater than the average market price of the Company�s
common stock.

The following table reconciles the numerators and denominators of the basic and diluted earnings per share for the three months ended June 30,
2003 and 2004 (in thousands, except share information):

Three Months Ended June 30,

2003 2004

(restated)
Numerator:
Net income $ 5,260 $ 740

Denominator:
Weighted average shares outstanding�basic 38,789,237 38,769,241
Effect of dilutive stock options 372,356 663,103

Weighted average shares outstanding�diluted 39,161,593 39,432,344

Earnings per share:
Basic $ 0.14 $ 0.02
Diluted $ 0.13 $ 0.02

For the three months ended June 30, 2003 and 2004, stock options of 2.9 million and 2.2 million, respectively, were excluded from the
computation of diluted earnings per share because the options exercise prices were greater than the average market price of the Company�s
common stock.

6. OPERATING SEGMENTS

The Company follows SFAS No. 131, �Disclosures about Segments of an Enterprise and Related Information (SFAS 131).� Certain information is
disclosed, per SFAS 131, based on the way management organizes financial information for making operating decisions and assessing
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performance.

The Company�s reportable segments are strategic business units that offer products and services to two distinct customer groups. They are
managed separately because each business requires different operating and marketing strategies. These segments, which contain different
economic characteristics, are managed through geographical regions.

The accounting policies of the segments are the same as those described in the summary of significant accounting policies. The Company
evaluates performance based on income from operations of the respective business units prior to home office expenses. Management allocates
costs between segments for selling, general and administrative expenses, goodwill impairment, depreciation expense, capital expenditures and
total assets.
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(UNAUDITED)

Segment information for the nine months ended June 30, 2003 and 2004 is as follows (in thousands):

Nine Months Ended June 30, 2003

(restated)
Commercial/

Industrial Residential Other Total

Revenues $ 861,864 $ 205,023 $ �  $ 1,066,887
Cost of services 752,128 161,053 �  913,181

Gross profit 109,736 43,970 �  153,706

Selling, general and administrative 75,265 24,949 14,058 114,272

Operating income $ 34,471 $ 19,021 $ (14,058) $ 39,434

Other data:
Depreciation expense $ 8,546 $ 926 $ 1,459 $ 10,931
Capital expenditures 4,475 548 2,281 7,304
Total assets 507,366 107,505 109,584 724,455

Nine Months Ended June 30, 2004

Commercial/
Industrial Residential Other Total

Revenues $ 838,719 $ 228,491 $ �  $ 1,067,210
Cost of services 746,437 184,027 �  930,464

Gross profit 92,282 44,464 �  136,746

Selling, general and administrative 67,420 25,575 16,876 109,871

Operating income $ 24,862 $ 18,889 $ (16,876) $ 26,875

Other data:
Depreciation expense $ 7,429 $ 886 $ 1,711 $ 10,026
Capital expenditures 2,334 903 1,492 4,729
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Total assets 512,123 107,708 89,194 709,025

Segment information for the three months ended June 30, 2003 and 2004 is as follows (in thousands):

Three Months Ended June 30, 2003

(restated)
Commercial/

Industrial Residential Other Total

Revenues $ 305,613 $ 69,690 $ �  $ 375,303
Cost of services 266,999 54,931 �  321,930

Gross profit 38,614 14,759 �  53,373

Selling, general and administrative 25,143 8,090 4,960 38,193

Operating income $ 13,471 $ 6,669 $ (4,960) $ 15,180

Other data:
Depreciation expense $ 2,650 $ 423 $ 517 $ 3,590
Capital expenditures 1,222 188 432 1,842
Total assets 507,366 107,505 109,584 724,455
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Three Months Ended June 30, 2004

Commercial/

Industrial Residential Other Total

Revenues $ 283,937 $ 83,072 $ �  $ 367,009
Cost of services 255,677 68,536 �  324,213

Gross profit 28,260 14,536 �  42,796

Selling, general and administrative 23,330 8,757 6,425 38,512

Operating income $ 4,930 $ 5,779 $ (6,425) $ 4,284

Other data:
Depreciation expense $ 2,413 $ 281 $ 600 $ 3,294
Capital expenditures 943 179 468 1,590
Total assets 512,123 107,708 89,194 709,025

The Company does not have significant operations or long-lived assets in countries outside of the United States.

7. 1999 INCENTIVE COMPENSATION PLAN

In November 1999, the Board of Directors adopted the 1999 Incentive Compensation Plan (the �1999 Plan�). The 1999 Plan authorizes the
Compensation Committee of the Board of Directors or the Board of Directors to grant employees of the Company awards in the form of options,
stock appreciation rights, restricted stock or other stock based awards. The Company has up to 5.5 million shares of common stock authorized
for issuance under the 1999 Plan.

In December 2003, the Company granted a restricted stock award of 242,295 shares under its 1999 Plan to certain employees. This award will
vest in equal installments on December 1, 2004 and 2005, provided the recipient is still employed by the Company. The market value of the
stock on the date of grant for this award was $2.0 million, which will be recognized as compensation expense over the related two year vesting
period. During the nine months ended June 30, 2004, the Company amortized $0.6 million to expense in connection with this award.
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8. EMPLOYEE STOCK PURCHASE PLAN

The Company has an Employee Stock Purchase Plan (the �ESPP�), which provides for the sale of common stock to participants as defined at a
price equal to the lower of 85% of the Company�s closing stock price at the beginning or end of the option period, as defined. The ESPP is
intended to qualify as an �Employee Stock Purchase Plan� under Section 423 of the Internal Revenue Code of 1986, as amended. In the nine
months ended June 30, 2003 and 2004, 248,982 and 199,438 shares were issued under the ESPP, respectively.

9. COMMITMENTS AND CONTINGENCIES

The Company and its subsidiaries are involved in various legal proceedings that have arisen in the ordinary course of business. While it is not
possible to predict the outcome of such proceedings with certainty and it is possible that the results of legal proceedings may materially
adversely affect us, in the opinion of the Company, all such proceedings are either adequately covered by insurance or, if not so covered, should
not ultimately result in any liability which would have a material adverse effect on the financial position, liquidity or results of operations of the
Company. The Company expenses routine legal costs related to such proceedings as incurred.
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On August 20, 2004, August 23, 2004, September 10, 2004, September 15, 2004, and October 4, 2004, Corinne Orem, Elaine English, Park
Partners, L.P., Jack Zimny, and James Elmore, respectively, each filed a putative class action complaint against IES, and certain of our officers
and directors, in the United States District Court for the Southern District of Texas, alleging that the defendants violated Sections 10(b) and
20(a) of the Securities Exchange Act of 1934 and seeking a class determination for purchasers of IES stock between November 10, 2003 and
August 13, 2004. The complaints seek unspecified amounts of compensatory damages, interest and costs, including legal fees. On November 19,
2004, these cases were consolidated. A motion to appoint a lead plaintiff is pending before the Court, and once an appointment is made plaintiff
will have sixty days to file a consolidated amended complaint. Defendants will have sixty days from the filing of this consolidated amended
complaint to respond.

On September 3, 2004, Chris Radek filed a shareholder derivative action in the District Court of Harris County, Texas naming Herbert R. Allen,
Richard L. China, William W. Reynolds, Britt Rice, David A. Miller, Ronald P. Badie, Donald P. Hodel, Alan R. Sielbeck, C. Byron Snyder,
Donald C. Trauscht, and James D. Woods as individual defendants and IES as nominal defendant. In this derivative action, the plaintiff makes
substantially similar claims as made in the putative class action complaints, and adds common law claims against the individual defendants. The
complaint in the shareholder derivative actions seeks unspecified amounts of damages, interest and costs, including legal fees. By agreement, the
Defendants will not respond to this action until the plaintiff files an amended petition.

The Company intends to vigorously contest these actions. However, because they are at an early stage, it is premature at this time to predict
liability or to estimate the damages, or the range of damages, if any, that we might incur in connection with these actions. An adverse outcome in
these actions could have a material adverse effect on our business, consolidated financial condition, results of operations or cash flows.

Some of the Company�s customers require the Company to post letters of credit as a means of guaranteeing performance under its contracts and
ensuring payment by the Company to subcontractors and vendors. If the customer has reasonable cause to effect payment under a letter of credit,
the Company would be required to reimburse its creditor for the letter of credit. Depending on the circumstances surrounding a reimbursement to
its creditor, the Company may have a charge to earnings in that period. To date the Company has not had a situation where a customer has had
reasonable cause to effect payment under a letter of credit. At June 30, 2004, $1.7 million of the Company�s outstanding letters of credit were to
collateralize its customers.

Some of the underwriters of the Company�s casualty insurance program require it to post letters of credit as collateral. This is common in the
insurance industry. To date the Company has not had a situation where an underwriter has had reasonable cause to effect payment under a letter
of credit. At June 30, 2004, $19.1 million of the Company�s outstanding letters of credit were to collateralize its insurance program.

Many of the Company�s customers require us to post performance and payment bonds issued by a surety. Those bonds guarantee the customer
that the Company will perform under the terms of a contract and that it will pay its subcontractors and vendors. In the event that the Company
fails to perform under a contract or pay subcontractors and vendors, the customer may demand the surety to pay or perform under the Company�s
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bond. The Company�s relationship with its sureties is such that it will indemnify the sureties for any expenses they incur in connection with any
of the bonds they issues on the Company�s behalf. To date, the Company has not incurred significant expenses to indemnify its sureties for
expenses they incurred on the Company�s behalf. As of June 30, 2004, the Company�s cost to complete projects covered by surety bonds was
approximately $192.8 million and utilized a combination of cash and letters of credit totaling $5.0 million to collateralize its bonding program.
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In April 2000, the Company committed to invest up to $5.0 million in EnerTech Capital Partners II L.P. (EnerTech). EnerTech is a private
equity firm specializing in investment opportunities emerging from the deregulation and resulting convergence of the energy, utility and
telecommunications industries. Through June 30, 2004, the Company had invested $3.1 million under the Company�s commitment to EnerTech.
The carrying value of this Enertech investment at September 30, 2003 and June 30, 2004 was $2.5 million and $2.6 million, respectively. This
investment is accounted for on the cost basis of accounting and accordingly, the Company does not record unrealized losses for the EnerTech
investment that it believes are temporary in nature. As of June 30, 2004, the unrealized losses related to the Company�s share of the Enertech
fund amounted to approximately $0.9 million, which it believes are temporary in nature. If facts arise that lead the Company to determine that
such unrealized losses are not temporary, the Company would write down the investment in EnerTech through a charge to other expense during
the period of such determination.

10. SUBSEQUENT EVENTS

Goodwill Impairment

On August 13, 2004, the Company announced that it would be unable to timely file results for the three months ended June 30, 2004 on Form
10-Q. There was also a possibility that factors surrounding certain material weaknesses in internal control may require a restatement of prior
periods. Following this announcement, the Company�s stock price declined 40 percent to $3.93 on August 16, 2004. The Company believes that
this decline in stock price plus the jury verdict and uncertainties surrounding its ability to obtain surety bonds was reflective of a change in its
operations that indicated that a possible impairment of the carrying amount of goodwill existed at September 30, 2004. Therefore, the Company
performed a test for impairment and consequently recorded a charge of $99.8 million. This charge is included in arriving at income (loss) from
operations for the year ended September 30, 2004. The impairment detailed by the Company�s operating regions follows (amounts in millions):

Southeast $ 28.8
Northeast 16.3
Gulf Plains 2.1
Central 51.0
West 1.6

Total $ 99.8

As a result of these operating uncertainties, the Company decided to begin selling or divesting operations that were underperforming, and were
heavily dependant on bonding or were in markets that continue to have weak economic forecasts. These operations accounted for $289.2 million
in revenues and a loss of $13.1 million in operating income during the year ended September 30, 2004. The identification of the subsidiaries to
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sell or close required the Company to assess if further goodwill impairment exists. The Company determined that an impairment did exist and
accordingly recorded an additional $7.3 million write off of goodwill in the first quarter of fiscal 2005. The impairment related to the Company�s
operating regions as follows (amounts in millions):

Northeast $ 1.6
Gulf Plains 0.5
Central 1.1
West 4.1

Total $ 7.3
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Discontinued Operations

Subsequent to September 30, 2004, the Company sold three operating units for total proceeds of $11.5 million. These subsidiaries had a
combined revenues of $49.7 million, $46.1 million and $57.7 million and income from operations of $4.3 million, $3.1 million, and $1.1 million
for the years ended September 30, 2002, 2003, and 2004, respectively.

Litigation Settlement

As previously reported pursuant to the Company�s Current Report on Form 8-K dated October 4, 2004, on September 30, 2004, a verdict was
rendered by a jury in a case pending in the 133rd District Court of Harris County, Texas involving a dispute arising from a failed attempted sale
of the assets of a wholly owned subsidiary of the Company and an employment claim by a former officer of that subsidiary. The jury verdict, if
judgment had been entered on that verdict, could have been for approximately $30,000,000. The parties settled the lawsuit post-verdict for a
cash payment of $8,000,000. This settlement was entered on December 2, 2004 and the matter was resolved. This amount was accrued at
September 30, 2004.

Amendments to the Credit Facility

On November 18, 2004, the Company obtained a third amendment to the Credit Facility effective on November 24, 2004 upon the initial
funding of Senior Convertible Notes. The amendment modified certain provisions of the Credit Facility to permit the issuance of the Senior
Convertible Notes, modified certain definitions, specified mandatory debt reduction amounts and required a fee.

On December 10, 2004, the Company obtained a fourth amendment to the Credit Facility, effective as of June 30, 2004 with respect to specific
financial covenants. The amendment modified the Credit Facility to reduce the total facility commitment to a revolving loan commitment of
$82.1 million plus outstanding term loan commitments, modified definitions, specified mandatory debt reduction amounts by quarter, adjusted
and redefined financial covenants on a monthly basis, released defined collateral under specified conditions, increased pricing, established the
borrowing base at 70% of qualifying assets and required a fee.

Senior Convertible Notes
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On November 24, 2004, the Company entered into a purchase agreement for a private placement of $36.0 million aggregate principal amount of
its 6.5% Senior Convertible Notes due 2014. Investors in the notes agreed to a purchase price equal to 100% of the principal amount of the
notes. The investors have an option to purchase up to an aggregate of $14 million in additional notes on or before the later to occur of the 90th
day after the closing date and the fifth business day after the Company�s next annual meeting of stockholders. The notes require payment of
interest semi-annually in arrears at an annual rate of 6.5%, have a stated maturity of November 1, 2014, constitute senior unsecured obligations
of the Company, are guaranteed on a senior unsecured basis by the Company�s significant domestic subsidiaries, and are convertible at the option
of the holder under certain circumstances into shares of the Company�s common stock at an initial conversion price of $3.25 per share, subject to
adjustment. The total number of shares of common stock deliverable upon conversion of the notes is limited to approximately 9.4 million shares
(including approximately 1.9 million treasury shares), absent receipt of stockholder approval of the issuance of additional shares. Subject to
certain conditions, to the extent that more shares would otherwise be issuable upon conversions of notes, the Company will be required to settle
such conversions in cash by paying the value of the stock into which the notes would otherwise be
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convertible. The net proceeds from the sale of the notes were used to prepay a portion of the Company�s senior secured Credit Facility and for
general corporate purposes. The notes, the guarantees and the shares of common stock issuable upon conversion of the notes to be offered have
not been registered under the Securities Act of 1933, as amended (the �Securities Act�), or any state securities laws and, unless so registered, the
securities may not be offered or sold in the United States except pursuant to an exemption from, or in a transaction not subject to, the registration
requirements of the Securities Act and applicable state securities laws.

Posting of Collateral

Subsequent to June 30, 2004, the Company has posted cash collateral with its surety of $17.5 million and issued additional letters of credit to its
insurance underwriters of $12.6 million.
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31.1 Rule 13a-14(a)/15d-14(a) Certification of Herbert R. Allen, Chief Executive Officer and Interim Chief Financial Officer

32.1 Section 1350 Certification
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Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized, who has signed this report on behalf of the Registrant and as the principal financial officer of the
Registrant.

INTEGRATED ELECTRICAL SERVICES, INC.

Date: December 16, 2004 By: /s/    HERBERT R. ALLEN        

Herbert R. Allen

Chief Executive Officer and

Interim Chief Financial Officer
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