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ALLIED DIGITAL, INC.
 BALANCE SHEET
MARCH 31, 2010

CURRENT ASSETS
Cash and cash equivalents 12,040$          

TOTAL CURRENT ASSETS 12,040            

LONG-TERM ASSETS
Investment in EPGS, equity method, note 3 11,386,315     

TOTAL ASSETS 11,398,355$   

CURRENT LIABILITIES
Accrued expenses 32,368$          
Current portion of loan payable, note 4 1,777,778       
Due to related party, note 5 6,257,368       

TOTAL CURRENT LIABILITIES 8,067,514       

Loan payable - long term, note 4 4,197,120       

TOTAL LIABILITIES 12,264,634     

COMMITMENTS AND CONTINGENCIES, note 6

SHAREHOLDER'S DEFICIT
Common stock: par value $0.0001, 10,000 shares authorized, 

issued and outstanding 1                    
Accumulated deficit (866,280)         

  TOTAL SHAREHOLDER'S DEFICIT (866,279)         

TOTAL LIABILITIES AND SHAREHOLDER'S DEFICIT 11,398,355$   

ASSETS

LIABILITIES AND SHAREHOLDER'S DEFICIT

See independent auditors' report and 
notes to financial statements.
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ALLIED DIGITAL, INC.
 STATEMENT OF OPERATIONS AND ACCUMULATED DEFICIT

FOR THE YEAR ENDED MARCH 31, 2010

REVENUE
Income from equity investment 56,076$          

EXPENSES
Professional fees 3,000              
Interest expense 373,877          

TOTAL EXPENSES 376,877          

NET LOSS (320,801)         

Accumulated deficit - beginning of year (545,479)         

Accumulated deficit - end of year (866,280)$       

See independent auditors' report and
notes to financial statements.
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ALLIED DIGITAL, INC.
 STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED MARCH 31, 2010

CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss (320,801)$       
Adjustments to reconcile net loss to net
  cash used in operating activities:

Income from equity investment (56,076)           
Amortization of loan discount 160,519          
Decrease in prepaid expense 7,407             
Decrease in accrued expenses (33,632)           

NET CASH USED IN OPERATING ACTIVITIES (242,583)         

CASH FLOW FROM INVESTING ACTIVITIES
Payments for ownership interest in EPGS (1,425,000)      

NET CASH USED IN INVESTING ACTIVITIES (1,425,000)      
  

CASH FLOWS FROM FINANCING ACTIVITIES
Payments on loan payable (1,777,778)      
Proceeds from advance from parent 6,475,400       
Payments on advance from parent (3,020,000)      

NET CASH PROVIDED BY FINANCING ACTIVITIES 1,677,622       

NET INCREASE  IN CASH 10,039            

CASH, beginning of period 2,001             

CASH, end of period 12,040$          

Supplemental disclosures:
Interest paid in cash 410,507$        

See independent auditors' report and
notes to financial statements.
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ALLIED DIGITAL, INC. 
NOTES TO FINANCIAL STATEMENTS 

MARCH 31, 2010 

See independent auditors’ report. 
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1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

Organization 
 
Allied Digital, Inc. (the “Company” or “ADI”), was formed in July 2008. The Company holds a 29.5% 
equity interest in En Pointe Global Services, LLC ("EPGS"). The Company is owned by Allied Digital 
Services, Ltd. (“ADSL”), a Company in India. 
 
Going Concern 
 
The accompanying financial statements have been prepared in accordance with accounting 
principles generally accepted in the United States of America, which contemplate the continuation 
of the Company as a going concern. At March 31, 2010, the Company does not generate revenue, 
has a minimum amount of liquidity on hand, and has interest and principal payment 
commitments.  These factors, among others, raise substantial doubt about the Company's ability to 
continue as a going concern.  During the period ended March 31, 2010, the Company has received 
financial support from Allied Digital Services Limited, its parent, to make payments on its loan 
payable.  The Company will continue to seek the same support from ADSL and expects that such 
support will continue in the future, although there is no legal requirement obliging ADSL to 
continue funding the Company.  These financial statements do not include any adjustments 
relating to the recoverability and classification of its assets and the amounts and classification of its 
recorded and contingent liabilities, should the Company be unable to continue as a going concern.  
 
Investment in Affiliate 
 
The Company holds a 29.5% ownership interest in En Pointe Global Services, LLC, a California 
Limited Liability Company.  This investment is accounted for using the equity method of 
accounting, as the Company is considered to have significant influence over EPGS. Significant 
influence is generally deemed to exist if the Company has an ownership interest between 20% and 
50%.  Under this method, the investment, originally recorded at cost, is adjusted to recognize the 
Company's share of net earnings or losses of the affiliate as they occur rather than when dividends 
or other distributions are received.  The investment is also adjusted for amortization or impairment 
of the differential between the investment cost and the book value of the investment.  As described 
note 2, the investment has not been adjusted for amortization of the differential or its impairment, 
if any. 
 
Cash and Cash Equivalents 

 
For the purpose of the statement of cash flows, the Company considers cash equivalents to include 
short-term, highly liquid investments with an original maturity of three months or less. At times, 
the Company maintains cash and cash equivalent balances with financial institutions that exceed 
federally insured limits.  
 
Income Taxes 
 
The Company is required to account for income taxes in accordance with guidance issued by the 
Financial accounting Standards Board (“FASB”). Under this guidance, the recognition of deferred 
tax assets and liabilities for the expected future tax consequences of events that have been included 
in the financial statements or tax returns is required.  Under this method, deferred income taxes 
are recognized for the tax consequences in future years of differences between the tax bases of 
assets and liabilities and their financial reporting amounts at each year-end based on enacted tax 
laws and statutory tax rates applicable to the periods in which the differences are expected to affect 
taxable income.  Valuation allowances are established, when necessary, to reduce deferred tax 
assets to the amount expected to be realized.  A valuation allowance equal to 100% of the deferred 
tax asset was recorded because of the uncertainty related to the realization of such benefit. 



ALLIED DIGITAL, INC. 
NOTES TO FINANCIAL STATEMENTS 

MARCH 31, 2010 

See independent auditors’ report. 
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1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

 
Use of Estimates 

 
The Company’s financial statements have been prepared in accordance with accounting principles 
generally accepted in the United States of America (“GAAP”). The preparation of these financial 
statements requires the Company to make estimates and judgments that affect the reported 
amounts in the financial statements and accompanying notes. The Company bases its estimates 
and judgments on historical experience and on various other assumptions that the Company 
believes are reasonable under the circumstances. These estimates are based on management’s  
knowledge about current events and expectations about actions the Company may undertake in 
the future. Actual results could differ materially from those estimates.  
 
Fair Value of Financial Instruments 

 
The carrying amounts of certain financial instruments, including accrued expenses and due to a 
related party approximates fair value due to the relatively short maturity of such instruments. The 
carrying amount of the Company’s loan payable approximates fair value based on prevailing 
interest rates. 
 

 
2.      DEPARTURE FROM U.S. GENERALLY ACCEPTED ACOUNTING PRINCIPLES 
 

U.S. Generally Accepted Accounting Principles requires the purchase price of an investment in a 
minority interest subsidiary in which the Company has a significant influence, to be assigned to the 
assets acquired and the liabilities assumed for the purpose of adjusting the carrying amount of the 
investment.  The Company holds a 29.5% interest in EPGS for an accumulated cost of $11,425,000 
at March 31, 2010.  The Company did not assign the purchase price to the assets acquired and the 
liabilities assumed, and therefore did not record any adjustments that might have been warranted 
by such an allocation, such as amortization of intangible assets, if any, or recognition of 
impairment loss, if any. The effects of this departure have not been determined.     
 

 
3.      INVESTMENT IN LIMITED LIABILITY COMPANY 
 

The breakdown of ownership interests in EPGS at March 31, 2010 is as follows: 
 

Investee % Ownership

Allied Digital Services, Ltd. 51.0%
Allied Digital, Inc. 29.5%
En Pointe Technologies, Inc. 19.5%

100.0%
 

  
 
 
 
 
 



ALLIED DIGITAL, INC. 
NOTES TO FINANCIAL STATEMENTS 

MARCH 31, 2010 

See independent auditors’ report. 
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3.      INVESTMENT IN LIMITED LIABILITY COMPANY (Continued) 
 

EPGS results of operations for the year ended March 31, 2010 and financial position at March 31, 
2010 were as follows: 

 

Net service revenues 41,122,000$           
Cost of revenues 25,676,000             
Total gross profit 15,446,000             
Operating expenses 15,136,000             
Other expenses 96,000                    
Provision for taxes 24,000                    
Net income 190,000$                

Cash and cash equivalents 853,000$                
Accounts receivable, net 11,711,000             
Other current assets 583,000                  

Total current assets 13,147,000             
Property and equipment, net 1,322,000               
Other assets 100,000                  

Total assets 14,569,000$           

Accounts payable 5,428,000$             
Accrued liabilities 1,426,000               
Deferred revenues 475,000                  
Due to related party 1,325,000               

Total current liabilities 8,654,000               
Members' equity 5,915,000               

Total liabilities and members' equity 14,569,000$           

Results of Operations

Financial Position

 
 

The carrying amount of the Company’s investment in EPGS includes $9,641,000 attributable to the 
excess purchase price over the cost of the assets acquired, which was not assigned to the assets 
acquired and the liabilities assumed. See note 2. 

  
 



ALLIED DIGITAL, INC. 
NOTES TO FINANCIAL STATEMENTS 

MARCH 31, 2010 

See independent auditors’ report. 
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4.      FACILITY LOAN 

 
At March 31, 2010, the loan payable consists of the following:  

  
Loan payable to Standard Chartered Bank, London, UK,
secured by all of the assets of the company, bears interest 
at Libor + 2.25% per annum, payable in quarterly installments
of $444,444 plus interest, and matures in October 2013. This 
note is guaranteed by Allied Digital Services, Ltd. 6,222,222$    

Less loan discount 247,324         
5,974,898      

Less current portion 1,777,778      

4,197,120$    
 

 
Future principal payments in accordance with the terms, in the event of no default, are as follows: 
 

Years Ending
March 31,

2011 1,777,778$     
2012 1,777,778       
2013 1,777,778       
2014 888,888          

6,222,222$      
 
 

5.      INCOME TAXES 
 
The difference between income tax expense attributable to continuing operations and the amount of 
income tax expense that would result from applying domestic federal statutory rates to pre-tax loss 
is mainly related to the change in deferred tax asset valuation allowance.  The deferred tax asset 
relates mainly to loss carryforwards that can be used to offset future taxable income, and the 
difference between the income from the equity investment calculated under US GAAP, and the 
income calculated under the tax rules.  A valuation allowance has been recorded for the entire 
amount of such deferred taxes. 
 
At March 31, 2010, the Company had federal loss carryforwards in the range of $500,000 which 
expire through 2030.  The Company’s net operating loss carryforwards are subject to IRS 
examination until they are fully utilized and such tax years are closed, therefore all tax years for 
which the Company has filed income tax returns are still open to examination.  The Company’s 
policy is to include interest and penalties related to unrecognized tax benefits in income tax 
expense. Interest and penalties totaled $0 for the year ended March 31, 2010. 

 
 



ALLIED DIGITAL, INC. 
NOTES TO FINANCIAL STATEMENTS 

MARCH 31, 2010 

See independent auditors’ report. 
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6.      RELATED PARTY TRANSACTIONS 

 
ADI is a wholly owned subsidiary of ADSL.  ADSL periodically advances money to ADI and pays for 
several expenses incurred on behalf of ADI during the year ended March 31, 2010. As of March 31, 
2010 the net amount due to ADSL was $6,257,368.  These advances are non-interest bearing and 
are due on demand. 

 
 
7. COMMITMENTS AND CONTINGENCIES 
 

Litigation 
 

From time to time the Company is involved in certain legal actions and claims arising in the 
ordinary course of business.   

 
 
8. CONCENTRATIONS 

 
Cash Deposits 
 
The Company maintains its cash and cash equivalent balances with a financial institution.  This 
account is insured through the Federal Deposit Insurance Corporation ("FDIC").  At times, such 
amounts may exceed Federally insured limits.  

 
 
9. SUBSEQUENT EVENTS 

 
The Company has evaluated subsequent events through September 1, 2010, which is the date the 
financial statements were available to be issued.




