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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

(Mark One)

x QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the quarterly period ended September 30, 2010

OR

¨ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from              to             

COMMISSION FILE NUMBER: 1-7525

THE GOLDFIELD CORPORATION
(Exact Name of Registrant as Specified in Its Charter)
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Delaware 88-0031580
(State or other Jurisdiction of

Incorporation or Organization)

(I.R.S. Employer

Identification No.)
1684 West Hibiscus Blvd., Melbourne, Florida, 32901

(Address of Principal Executive Offices)(Zip Code)

(321) 724-1700

(Registrant�s Telephone Number, Including Area Code)

Not Applicable

(Former Name, Former Address and Former Fiscal Year, if Changed Since Last Report)

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days.    Yes  x    No  ¨

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files).    Yes  ¨    No  ¨

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or a smaller reporting
company. See the definitions of �large accelerated filer,� �accelerated filer� and �smaller reporting company� in Rule 12b-2 of the Exchange Act.

Large accelerated filer ¨ Accelerated filer ¨

Non-Accelerated Filer ¨ Smaller reporting company x
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).    Yes  ¨    No  x

The number of shares the Registrant�s Common Stock outstanding as of November 9, 2010 was 25,451,354.
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PART I. FINANCIAL INFORMATION

Item  1. Financial Statements

THE GOLDFIELD CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

(Unaudited)

September 30,
2010

December 31,
2009

ASSETS
Current assets
Cash and cash equivalents $ 1,934,114 $ 3,534,993
Accounts receivable and accrued billings, net of allowance for doubtful accounts of $0 in 2010 and 2009 5,369,541 3,740,047
Remediation insurance receivable 564 8,746
Current portion of notes receivable 46,552 36,419
Construction inventory 30,198 110,428
Real estate inventory 1,282,431 1,456,682
Costs and estimated earnings in excess of billings on uncompleted contracts 1,343,813 1,625,835
Income taxes recoverable 498,514 819,027
Prepaid expenses 569,604 365,778
Other current assets 20,886 15,054

Total current assets 11,096,217 11,713,009

Property, buildings and equipment, at cost, net of accumulated depreciation of $21,590,776 in 2010 and
$19,987,725 in 2009 8,425,068 8,292,973

Notes receivable, less current portion 247,479 275,513

Deferred charges and other assets
Land and land development costs 662,219 662,219
Cash surrender value of life insurance 661,206 675,669
Other assets 89,788 42,815

Total deferred charges and other assets 1,413,213 1,380,703

Total assets $ 21,181,977 $ 21,662,198

LIABILITIES AND STOCKHOLDERS� EQUITY
Current liabilities
Accounts payable and accrued liabilities $ 2,358,964 $ 1,994,458
Contract loss accruals 28,038 512,079
Billings in excess of costs and estimated earnings on uncompleted contracts 48,033 2,603
Current portion of notes payable 1,657,881 2,130,666
Reserve for remediation �  2,175

Total current liabilities 4,092,916 4,641,981

Edgar Filing: GOLDFIELD CORP - Form 10-Q

Table of Contents 4



Other accrued liabilities 19,447 25,234
Notes payable, less current portion 2,790,000 2,283,950

Total liabilities 6,902,363 6,951,165

Commitments and contingencies
Stockholders� equity
Preferred stock, $1 par value, 5,000,000 shares authorized, none issued
Common stock, $.10 par value, 40,000,000 shares authorized; 27,813,772 shares issued and 25,451,354
shares outstanding 2,781,377 2,781,377
Capital surplus 18,481,683 18,481,683
Accumulated deficit (5,675,259) (5,243,840) 
Treasury stock, 2,362,418 shares, at cost (1,308,187) (1,308,187) 

Total stockholders� equity 14,279,614 14,711,033

Total liabilities and stockholders� equity $ 21,181,977 $ 21,662,198

See accompanying notes to consolidated financial statements
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THE GOLDFIELD CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)

Three Months Ended
September 30,

Nine Months Ended
September 30,

2010 2009 2010 2009
Revenue
Electrical construction $ 6,991,028 $ 5,425,834 $ 23,191,762 $ 21,559,876
Real estate development 532,800 1,144,800 1,428,826 1,144,800

Total revenue 7,523,828 6,570,634 24,620,588 22,704,676

Costs and expenses
Electrical construction 5,975,383 5,218,563 19,705,712 18,626,849
Real estate development 351,378 741,290 844,756 829,803
Selling, general and administrative 668,204 827,839 2,320,003 2,396,761
Depreciation 645,228 587,840 2,086,666 2,143,071
(Gain) loss on sale of assets (10,323) 761 (10,323) (52,704) 

Total costs and expenses 7,629,870 7,376,293 24,946,814 23,943,780

Total operating loss (106,042) (805,659) (326,226) (1,239,104) 

Other (expenses) income, net
Interest income 7,023 9,607 21,189 27,041
Interest expense, net (34,146) (22,898) (102,920) (110,875) 
Other (expenses) income, net (7,084) 11,154 17,843 20,230

Total other expenses, net (34,207) (2,137) (63,888) (63,604) 

Loss from continuing operations before income taxes (140,249) (807,796) (390,114) (1,302,708) 

Income tax provision 3,593 (22,039) 28,304 (22,039) 

Loss from continuing operations (143,842) (785,757) (418,418) (1,280,669) 

(Loss) gain from discontinued operations, net of tax provision of $0 in
2010 and 2009 (13,001) (2,981) (13,001) 387

Net loss $ (156,843) $ (788,738) $ (431,419) $ (1,280,282) 

Loss per share of common stock - basic and diluted
Continuing operations $ (0.01) $ (0.03) $ (0.02) $ (0.05) 
Discontinued operations �  �  �  �  
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Net loss $ (0.01) $ (0.03) $ (0.02) $ (0.05) 

Weighted average shares outstanding - basic and diluted 25,451,354 25,451,354 25,451,354 25,451,354

See accompanying notes to consolidated financial statements
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THE GOLDFIELD CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)

Nine Months Ended
September 30,

2010 2009
Cash flows from operating activities
Net loss $ (431,419) $ (1,280,282) 
Adjustments to reconcile net loss to net cash provided by operating activities
Depreciation 2,086,666 2,143,071
Gain on sale of assets (10,323) (52,704) 
Cash surrender value of life insurance 14,463 �  
Changes in operating assets and liabilities:
Accounts receivable and accrued billings (1,629,494) 3,334,473
Remediation insurance receivable 8,182 65,247
Construction inventory 80,230 �  
Real estate inventory 174,251 693,659
Costs and estimated earnings in excess of billings on uncompleted contracts 282,022 (117,652) 
Land and land development costs �  48,276
Income taxes recoverable 320,513 316,688
Prepaid expenses and other assets (256,631) (381,133) 
Accounts payable and accrued liabilities 340,993 (975,629) 
Contract loss accrual (484,041) (17,106) 
Billings in excess of costs and estimated earnings on uncompleted contracts 45,430 (6,594) 
Remediation accrual (2,175) (147,789) 

Net cash provided by operating activities 538,667 3,622,525

Cash flows from investing activities
Proceeds from disposal of property and equipment 26,750 63,753
Proceeds from notes receivable 17,901 31,225
Purchases of property and equipment (2,202,363) (1,931,141) 
Cash surrender value of life insurance �  (350,277) 

Net cash used in investing activities (2,157,712) (2,186,440) 

Cash flows from financing activities
Proceeds from notes payable 1,546,050 360,000
Repayments on notes payable (1,527,884) (1,960,944) 
Repayments on capital leases �  (579,357) 

Net cash provided by (used in) financing activities 18,166 (2,180,301) 

Net decrease in cash and cash equivalents (1,600,879) (744,216) 
Cash and cash equivalents at beginning of period 3,534,993 4,921,980

Cash and cash equivalents at end of period $ 1,934,114 $ 4,177,764
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Supplemental disclosure of cash flow information:
Interest paid, net of amount capitalized $ 415,627 $ 66,508
Income taxes paid (refunded) (292,209) (338,727) 

Supplemental disclosure of non-cash investing and financing activities
Liability for equipment acquired 32,825 1,723
Debt issued in lieu of interest paid 15,099 53,633

See accompanying notes to consolidated financial statements
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THE GOLDFIELD CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

Note 1 � Organization and Summary of Significant Accounting Policies

Overview

The Goldfield Corporation (the �Company�) was incorporated in Wyoming in 1906 and subsequently reincorporated in Delaware in 1968. The
Company�s principal lines of business are electrical construction and real estate development. The principal market for the Company�s electrical
construction operation is electric utilities throughout most of the United States. The primary focus of the Company�s real estate operations is on
the development of luxury condominium projects on the east coast of Florida. The Company also makes limited opportunistic investments in
distressed residential properties, which it improves or repositions for resale.

Basis of Financial Statement Presentation

In the opinion of management, the accompanying unaudited interim consolidated financial statements include all adjustments necessary to
present fairly the Company�s financial position, results of operations and changes in cash flows for the interim periods reported. These
adjustments are of a normal recurring nature. All financial statements presented herein are unaudited with the exception of the consolidated
balance sheet as of December 31, 2009, which was derived from the audited consolidated financial statements. The results of operations for the
interim periods shown in this report are not necessarily indicative of results to be expected for the fiscal year. These statements should be read in
conjunction with the financial statements included in the Company�s annual report on Form 10-K for the year ended December 31, 2009.

Use of Estimates

Management of the Company has made a number of estimates and assumptions relating to the reporting of assets and liabilities and the
disclosure of contingent assets and liabilities to prepare these financial statements in conformity with accounting principles generally accepted in
the United States. Actual results could differ from those estimates. Management considers the most significant estimates in preparing these
financial statements to be the estimated cost to complete electrical construction contracts in progress, estimated cost to complete real estate
development projects in progress, fair value of real estate inventory and the recoverability of deferred tax assets.

Financial Instruments - Fair Value

The carrying amounts reported in the consolidated balance sheets for cash and cash equivalents, accounts receivable and accrued billings,
contracts receivable, remediation insurance receivable and accounts payable and accrued liabilities approximate fair value because of the
immediate or short-term maturity of these financial instruments. The fair value of notes receivable is considered by management to approximate
carrying value based on their interest rates and terms, maturities, collateral and current status of the receivables. The fair value of notes payable
is considered by management to approximate carrying value due in part to the short term maturity of these borrowings. The Company�s long-term
notes payable are also estimated by management to approximate carrying value since the interest rates prescribed by the Bank are variable
market interest rates and are adjusted periodically.

Reclassifications

Certain amounts previously reflected in the prior period statements of cash flows have been reclassified to conform to the Company�s 2010
presentation. The reclassifications on the statement of cash flows for the nine months ended September 30, 2010 consist of the 2009 �Contract
loss accrual� amount, previously reported within �Accounts payable and accrued liabilities�. In addition, the cash flows from discontinued
operations, previously reported as a single line item are currently disclosed on the line items �Remediation insurance receivable� and �Remediation
accrual�. These reclassifications had no effect on the previously reported cash flows from operating activities.

Note 2 � Inventory
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Construction inventory, which consists of specifically identified electrical construction materials, is stated at the lower of cost or market.

Real estate inventory, which consists of completed condominium units and residential properties, is carried at the lower of cost or estimated fair
value. As of September 30, 2010, the Company had four completed
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condominium units held for sale within the Pineapple House project compared to eight at December 31, 2009. The Company also owned three
residential properties as of September 30, 2010, compared to zero as of December 31, 2009. In accordance with Accounting Standards
Codification (�ASC�) ASC 360-10 Accounting for the Impairment or Disposal of Long-lived Assets, real estate inventory is reviewed for
impairment whenever events or changes in circumstances indicate that the carrying value may not be recoverable. If no changes in
circumstances occur management reviews real estate inventory on a quarterly basis. If the carrying amount or basis is not expected to be
recovered, impairment losses are recorded and the related assets are adjusted to their estimated fair value. The Company also complies with ASC
Topic 820 Fair Value Measurement, which defines fair value, establishes a framework for measuring fair value and expands disclosures about
fair value measurements.

For the nine months ended September 30, 2010, management reviewed the real estate inventory for impairment. In accordance with ASC
360-10, if the undiscounted cash flow expected to be generated by an asset is less than its carrying amount, the Company is required to record an
impairment charge to write down the carrying amount of such asset to its fair value. The fair value of an asset is the amount at which that asset
could be bought or sold in a current transaction between willing parties, that is, other than in a forced or liquidation sale. The Company did not
record an impairment write-down for each of the nine months ended September 30, 2010 and 2009.

Note 3 � Notes Payable

The following table presents the balances of our outstanding notes as of the dates indicated:

Maturity Date
September 30,

2010
December 31,

2009
Working capital loan December 28, 2010 $ 500,000 $ �  
Pineapple House mortgage July 18, 2011 452,881 1,635,666
$3.8 million equipment loan December 29, 2014 3,495,000 2,778,950

Total notes payable 4,447,881 4,414,616
Less current portion of notes payable (1,657,881) (2,130,666) 

Notes payable, less current portion $ 2,790,000 $ 2,283,950

As of September 30, 2010, the Company, the Company�s wholly owned subsidiaries, Southeast Power Corporation (�Southeast Power�), Bayswater
Development Corporation (�Bayswater�), Pineapple House of Brevard, Inc. (�Pineapple House�) and Oak Park of Brevard, Inc. (�Oak Park�) have a
loan agreement and a series of related ancillary agreements with Branch Banking and Trust Company (the �Bank�) providing for a revolving line
of credit loan for a maximum principal amount of $3.0 million, to be used as a �Working Capital Loan.� The Working Capital Loan was renewed
on December 29, 2009, with modified terms, which include interest payable monthly at an annual rate equal to the monthly LIBOR rate plus one
and eight-tenths percent, subject to a minimum rate of 3.50% (3.50% as of both September 30, 2010 and December 31, 2009) and is now due
and payable on December 28, 2010, unless extended by the Bank at its discretion. As of September 30, 2010 and December 31, 2009, there was
$500,000 and $0 outstanding under the Working Capital Loan.

As of September 30, 2010, the Company, the Company�s wholly owned subsidiaries, Southeast Power, Bayswater, and Pineapple House, and the
Bank are parties to a loan agreement and a series of related ancillary agreements for a revolving line of credit loan for a maximum principal
amount of $499,400 (the �Pineapple House Mortgage�). Interest is payable monthly at an annual rate equal to the monthly LIBOR rate plus one
and eighty-five one-hundredths percent, subject to a minimum rate of 3.20% (3.20% and 2.08% as of September 30, 2010 and December 31,
2009, respectively). The maturity date of the Pineapple House Mortgage is July 18, 2011. Borrowings outstanding under this agreement were
$453,000 and $1.6 million as of September 30, 2010 and December 31, 2009,FINANCIAL STATEMENTS During fiscal 2002 we entered into a
rental agreement with R. V. Bailey to rent office space in Castle Rock, Colorado in an office building owned by Mr. Bailey. The rental amount
was $6,000 per year on a month to month basis. This lease was terminated on April 30, 2003. During fiscal 2003, we assigned the following
overrides at no cost to employees: R. V. R. A. J. L. Bailey Cohan Shelton ------ ----- ------- McCullough 36-1 1.683938% 1.683937% 0.641500%
Pope Bypass 1-5 1.065339% 1.566676% 0.501336% R. V. Bailey, Vice President and former President and director of the Company, Robert A.
Cohan, President and director of the Company, have working and royalty interests in certain of the California oil and gas properties operated by
us. The related parties paid for their proportionate working interest share of all costs to acquire, develop and operate these properties on the same
terms as other unaffiliated participants. Mr. Bailey and Mr. Cohan purchased working interests amounts totaling $82,013 and $77,752,
respectively, for the year ended June 30, 2003, and $31,180 and $27,896, respectively, for the year ended June 30, 2002. Mr. Bailey and Mr.
Cohan also received royalty interest amounts totaling $31,919 and $31,919, respectively, for the year ended June 30, 2003, and $34,849 and
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$34,844, respectively, for the year ended June 30, 2002. As of June 30, 2003, working interests of us and related parties in certain producing
California properties are as set forth below: GROSS WELLS NET WELLS GAS GAS --- --- Aspen Exploration 52 7.07 R. V. Bailey 39 .87 R.
A. Cohan 40 .60 R. K. Davis 46 .65 J. L. Shelton 24 .05 We have received advances from Messrs. Bailey, Cohan and Davis for working interests
in uncompleted wells of $5,895, $5,895 and $5,895, respectively, as of June 30, 2003 and $5,306, $4,676 and $6,017 as of June 30, 2002,
respectively. Additionally, we owed Mr. Bailey $928 and $5,171 for reimbursement of expenses made on our behalf as of June 30, 2003 and
2002, respectively. Messrs. Bailey, Cohan and Davis owed us $3,474, $1,944 and $987, respectively, as of June 30, 2003 and $4,638, $3,060
and $5,174, respectively, as of June 30, 2002 for their portion of well operating expenses. See Note 11 for additional related party disclosure.
Note 8 CONCENTRATION OF CREDIT RISK Financial instruments, which potentially subject us to concentrations of credit risk, consist
principally of cash and cash equivalents, accounts receivable and the cash surrender value of life insurance. While as of June 30, 2003 we have
approximately $823,208 in excess of the Federal Deposit Insurance Corporation $100,000 limit at one bank, we place our cash and cash
equivalents with high quality financial institutions in order to limit credit risk. Concentrations of credit risk with respect to accounts receivable
are limited since relatively 52 ASPEN EXPLORATION CORPORATION AND SUBSIDIARY NOTES TO CONSOLIDATED FINANCIAL
STATEMENTS small amounts are due from each account, and the accounts are distributed across unrelated businesses and individuals, with the
exception of two major gas purchasers, who normally settle within 25 days of the previous month's gas purchases. An international insurance
company held the cash surrender value of the split dollar life insurance contract. During June 2003 we surrendered the insurance contract for its
cash value. We believe our exposure to credit risk is minimal. Cash equivalents are invested through a quality national brokerage firm and a
major regional bank. The cash equivalents consists of liquid short-term investments. The Securities Investor Protection Corporation insures the
Fund's accounts at this brokerage firm and a commercial insurer up to the total amount held in the account. Note 9 OIL AND GAS ACTIVITIES
Capitalized costs Capitalized costs associated with oil and gas producing activities are as follows: June 30, 2003 2002 ---------- ---------- Proved
properties $6,723,579 $5,427,741 ---------- ---------- Accumulated depreciation, depletion and amortization (2,392,750) (1,980,930) Valuation
allowance (281,719) (281,719) ---------- ---------- (2,674,469) (2,262,649) ---------- ---------- Net capitalized costs $4,049,110 $3,165,092
========== ========== 53 ASPEN EXPLORATION CORPORATION AND SUBSIDIARY NOTES TO CONSOLIDATED
FINANCIAL STATEMENTS Results of operations Results of operations for oil and gas producing activities are as follows: Year ended June
30, 2003 2002 ------- -------- Revenues* $1,313,821 $ 828,150 Production costs (159,948) (117,014) Depreciation and depletion (410,596)
(341,236) ---------- ---------- Results of operations (excluding corporate overhead) $ 743,277 $ 369,900 ========== ========== *Includes
oil and gas related fees and management fees. Fees charged by us to operate the properties totaled approximately $20,420 per month in 2003 and
$11,230 per month in 2002. Unaudited oil and gas reserve quantities ---------------------------------------- The following unaudited reserve
estimates presented as of June 30, 2003 and 2002 were prepared by an independent petroleum engineer. There are many uncertainties inherent in
estimating proved reserve quantities and in projecting future production rates and the timing of development expenditures. In addition, reserve
estimates of new discoveries that have little production history are more imprecise than those of properties with more production history.
Accordingly, these estimates are expected to change as future information becomes available. Proved oil and gas reserves are the estimated
quantities of crude oil, condensate, natural gas and natural gas liquids which geological and engineering data demonstrate with reasonable
certainty to be recoverable in future years from known reservoirs under existing economic and operating conditions. Proved developed oil and
gas reserves are those reserves expected to be recovered through existing wells with existing equipment and operating methods. 54 Unaudited
net quantities of proved and proved developed reserves of crude oil (including condensate) and natural gas (all located within the United States)
are as follows: Changes in proved reserves (Bbls) (MCF) -------------------------- ----- ----- (in thousands) Estimated quantity, June 30, 2001 13
2,243 Revisions of previous estimates 2 (115) Discoveries - 258 Purchased - 51 Production ( 3) (227) Sold ( 1) - ----- ----- Estimated quantity,
June 30, 2002 11 2,210 Revisions of previous estimates ( 1) (184) Discoveries - 481 Purchased - 221 Production ( 1) (248) Sold ( 6) - ----- -----
Estimated quantity, June 30, 2003 3 2,480 ===== ===== Proved reserves Developed at year end Developed Non-Producing Total ---------------
--------- ------------- ----- (In Thousands) Oil (Bbls) June 30, 2003 - 3 3 June 30, 2002 7 4 11 Gas (MCF) June 30, 2003 655 1,825 2,480 June 30,
2002 482 1,728 2,210 55 ASPEN EXPLORATION CORPORATION AND SUBSIDIARY NOTES TO CONSOLIDATED FINANCIAL
STATEMENTS Unaudited standardized measure ------------------------------ The following table presents a standardized measure of the
discounted future net cash flows attributable to our proved oil and gas reserves. Future cash inflows were computed by applying year-end prices
of oil and gas to the estimated future production of proved oil and gas reserves. The future production and development costs represent the
estimated future expenditures (based on current costs) to be incurred in developing and producing the proved reserves, assuming continuation of
existing economic conditions. Future income tax expenses were computed by applying statutory income tax rates to the difference between
pre-tax net cash flows relating to our proved oil and gas reserves and the tax basis of proved oil and gas properties and available net operating
loss carryforwards. Discounting the future net cash inflows at 10% is a method to measure the impact of the time value of money. June 30, 2003
2002 ---- ---- (in thousands) Future cash inflows $ 12,967 $ 6,352 Future production and development costs (1,281) (772) Future income tax
expense (4,027) (1,779) -------- ------- Future net cash flows 7,659 3,801 10% annual discount for estimated timing of cash flows (2,826) (1,198)
-------- ------- Standardized measure of discounted future net cash flows $ 4,833 $ 2,603 ======== ======= 56 ASPEN EXPLORATION
CORPORATION AND SUBSIDIARY NOTES TO CONSOLIDATED FINANCIAL STATEMENTS The following presents the principal
sources of the changes in the standardized measure of discounted future net cash flows: Years ended June 30, 2003 2002 ---- ---- (in thousands)
Standardized measure of discounted future net cash flows, beginning of year $ 2,603 $ 8,458 -------- -------- Sales and transfers of oil and gas
produced, net of production costs (909) (576) Net changes in prices and production costs and other 5,153 (9,368) Net change due to discoveries
981 394 Acquisition of reserves 451 78 Revisions of previous quantity estimates 481 (468) Development costs incurred 18 459 Accretion of
discount 376 1,406 Sale of existing reserves (74) (6) Net change in income taxes (1,156) 4,198 Other (3,091) (1,972) -------- -------- 2,230
(5,855) -------- -------- Standardized measure of discounted future cash flows, end of year $ 4,833 $ 2,603 ======== ======== Net changes in
prices and production costs of $5,153 were the result of an increase in the price received for oil and gas at year end which was offset slightly by
an increase in operating costs associated with more producing gas wells in 2003 than in 2002 and no oil wells. The revision of previous
estimates of $481 was the result of assigning approximately 400 fewer barrels of recoverable oil and reducing recoverable reserves of gas by
approximately 180,000 MCF, while the volumes were reduced, the price applied to the remaining recoverable reserves increased substantially,
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resulting in the increase. All adjustments were based on performance reviews of individual wells. 57 ASPEN EXPLORATION
CORPORATION AND SUBSIDIARY NOTES TO CONSOLIDATED FINANCIAL STATEMENTS Note 10 COMMITMENTS AND
CONTINGENCIES At June 30, 2003, we were committed to the following drilling and development projects in California: Project Aspen Cost
------- ---------- Mengali-Durst #22-1 $ 40,000 Sac Outing Farms #31-3 44,000 West Grimes 3-D 100,000 Verona Pipeline 70,000 --------- Total
$ 254,000 --------- Employment contracts and termination of employment and change in control arrangements: Mr. Bailey: Effective May 1,
2003 we entered into a new employment agreement with Chairman of the Board, R. V. Bailey. Some of the pertinent provisions include an
employment period ending May 1, 2009, the title of Vice President subject to the general direction of the President, Robert A. Cohan, and the
Board of Directors of Aspen. Mr. Bailey's salary will be $45,000 per year from May 1, 2003 to December 31, 2006 and $60,000 per year from
January 1, 2007, ending May 1, 2009. Mr. Bailey will also participate in Aspen's stock options and royalty interest programs. During the term of
the agreement, we have agreed to pay Mr. Bailey a monthly $1,700 allowance to cover such items as prescriptions, medical and dental coverage
for himself and his dependents and other expenses not covered in the agreement. Mr. Bailey's keyman life insurance policy terminated in August
of this year and will result in an annual savings of approximately $6,500. The stock purchase agreement with Mr. Bailey was cancelled and
replaced by his current employment agreement. The agreement had provided that we apply 75% of the $1,000,000 keyman life insurance to
purchase up to 75% of the common shares owned by him at the time of his death. Mr. Bailey will continue to use the Company vehicle and may
trade the current vehicle for a similar vehicle of his choice prior to June 30, 2006. During 2007 or thereafter, Mr. Bailey may purchase the
vehicle for $500. We may terminate this agreement upon Mr. Bailey's death by paying his estate all compensation that had or will accrue to the
end of the year of his death plus $75,000. Should Mr. Bailey become totally and permanently disabled, we will pay Mr. Bailey one half of the
salary and benefits set forth in our agreement with him for the remainder of the term of the agreement. Mr. Cohan: On April 16, 1998, we
entered into an employment agreement with Robert A. Cohan, which provides for the payment of $90,000 for the first year of employment, plus
reimbursement of expenses, including health insurance. We have renewed the agreement effective April 15, 1999 to April 15, 2002 at the rate of
$95,000 per year for the year commencing April 15, 1999, $100,000 for the year commencing April 15, 2000 and $105,000 for the year
commencing April 15, 2001. On August 1, 2001 Mr. Cohan's salary was increased to $125,000 per year. Mr. Cohan's employment agreement
expired by its own terms on April 15, 2002 and was replaced by an employment agreement dated January 1, 2003. Some of the pertinent
provisions include an employment period ending December 31, 2005, salary increases from $125,000 per year to $135,000 per year effective
April 15, 2003, and a further salary increase to $145,000 per year from April 15, 2004 through the end of the contract. Other benefits and duties
will remain the same as the previous employment contract. Prior to February 2000, we and Mr. Cohan agreed to utilize a portion of Mr. Cohan's
home in Bakersfield, California from which to conduct Aspen's business. Mr. Cohan did not charge Aspen any rent for the use of his home as a
business office. Aspen agreed to pay for all office supplies, communication and copy 58 ASPEN EXPLORATION CORPORATION AND
SUBSIDIARY NOTES TO CONSOLIDATED FINANCIAL STATEMENTS equipment used by Mr. Cohan in his office, as well as the
monthly telephone expense incurred by Mr. Cohan on behalf of Aspen. On February 7, 2000, we entered into a three-year lease of office space
in Bakersfield, California thereby alleviating the necessity of home office reimbursement to Mr. Cohan. Effective May 1, 2003, our Board of
Directors appointed Robert A. Cohan, President of Aspen Exploration Corporation, replacing Mr. Bailey. During fiscal 2002, we entered into a
rental agreement with R. V. Bailey to rent office space in Castle Rock, Colorado in an office building owned by Mr. Bailey. The rental amount
was $6,000 per year on a month to month basis. This agreement was terminated effective May 1, 2003. Note 11 INTERIM FINANCIAL DATA
The year-end adjustment that is material to the results of the fourth quarter ending June 30, 2003 and June 30, 2002 is the adjustment to
depreciation, depletion and amortization as a result of receiving the reserve study from an independent reservoir engineer. The aggregate effect
of this year-end adjustment to the results of the fourth quarter was to decrease depletion expense for the fiscal year 2003 from an estimated
$464,000 based on prior years' reserve studies to an actual depletion expense of approximately $411,000, a decrease of $53,000 or 11.4% for
fiscal 2003 and approximately $447,000 to approximately $341,000, a decrease of $106,000, or 24% for fiscal 2002. Note 12 CONTRACTUAL
OBLIGATIONS We had five contractual obligations as of June 30, 2003. The following table lists our significant liabilities at June 30, 2003:
Payments Due By Period ------------------------------------------------------------------------------------- Less than Contractual Obligations 1 year 2-3
years 4-5 years After 5 years Total ----------------------- ------ --------- --------- ------------- ----- Employment Obligations $202,485 $373,300
$153,300 $60,300 $789,385 Operating leases 16,326 15,240 -0- -0- 31,566 -------- -------- -------- ------- -------- Total contractual cash obligations
$218,811 $388,540 $153,300 $60,300 $820,951 ======== ======== ======== ======= ======== We maintain office space in Denver,
Colorado, our principal office; Castle Rock, Colorado and Bakersfield, California. The Denver office consists of approximately 1,108 square
feet with an additional 750 square feet of basement storage. We entered into a one-year lease agreement to December 31, 2003 for a lease rate of
$1,261 per month. We also subleased from R. V. Bailey, our vice president, a portion of an office building owned by Mr. Bailey in Castle Rock,
Colorado on a month to month basis for $500 per month. This lease arrangement was terminated on April 30, 2003. The Bakersfield, California
office has 546 square feet and a monthly rental fee of $730 to $770 over the term of the lease. The three year lease expires February 8, 2006.
Rent expense for the years ended June 30, 2003 and 2002 were $28,536 and $26,663, respectively. 59 ASPEN EXPLORATION
CORPORATION AND SUBSIDIARY NOTES TO CONSOLIDATED FINANCIAL STATEMENTS Note 13 ASPEN POWER SYSTEMS,
LLC During fiscal 1999 and 2000, we dedicated certain cash resources to APS to investigate the economic possibilities of the sale, design,
construction and/or operation of gas turbines to produce electricity. Through June 30, 2000, we expended approximately $130,000 on this
project, $45,657 of which was expensed in the twelve months ended June 30, 2000. During fiscal 2001, we advanced a further $20,000 to defray
APS operating costs which were recorded as a receivable at June 30, 2001. During fiscal 2002, an additional $5,500 was advanced to APS to
retire existing obligations of APS. Both the $20,000 and $5,500 advances were expensed by us at June 30, 2002. The funding to APS came from
our operating funds derived from oil and gas production. As discussed above, we did not assign a value to the $130,000 note receivable due from
APS and do not anticipate any significant future requirements to fund further projects of APS because APS ceased operations effective
December 31, 2002. Note 14 ASSET RETIREMENT OBLIGATION Effective July 1, 2002, we adopted the provisions of SFAS No. 143,
"Accounting for Asset Retirement Obligations." SFAS No. 143 generally applies to legal obligations associated with the retirement of long-lived
assets that result from the acquisition, construction, development and/or the normal operation of a long-lived asset. SFAS No. 143 requires us to
recognize an estimated liability for the plugging and abandonment of our gas wells. As of June 30, 2003, we recognized the future cost to plug
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and abandon the gas wells over the estimated useful lives of the wells in accordance with SFAS No. 143. A liability for the fair value of an asset
retirement obligation with a corresponding increase in the carrying value of the related long-lived asset is recorded at the time a well is
completed and ready for production. We will amortize the amount added to the oil and gas properties and recognize accretion expense in
connection with the discounted liability over the remaining life of the respective well. The estimated liability is based on historical experience in
plugging and abandoning wells, estimated useful lives based on engineering studies, external estimates as to the cost to plug and abandon wells
in the future and federal and state regulatory requirements. The liability is a discounted liability using a credit-adjusted risk-free rate of 5%.
Revisions to the liability could occur due to changes in plugging and abandonment costs, well useful lives or if federal or state regulators enact
new guidance on the plugging and abandonment of wells. Upon adoption of SFAS No. 143, we recorded a liability of $9,132, increased net oil
and gas property by $6,283 and recognized a one-time cumulative effect of change in accounting principle of $2,849. We will amortize the
amount added to oil and gas properties and recognize accretion expense in connection with the discounted liability over the remaining useful
lives of the respective wells. A reconciliation of our liability for the year ended June 30, 2003 is as follows: Upon adoption at July 1, 2002 $
9,132 Liabilities incurred 7,091 Liabilities settled -0- Accretion expense 1,618 Revision to estimate -0- -------- Asset retirement obligation as of
June 30, 2003 $ 17,841 ======== 60 ASPEN EXPLORATION CORPORATION AND SUBSIDIARY NOTES TO CONSOLIDATED
FINANCIAL STATEMENTS The following unaudited pro forma information has been prepared to give effect to the adoption of SFAS No. 143
as if it had been adopted on July 1, 2002. The effect on fiscal year 2001 is considered immaterial. Year Ended ---------- June 30, 2002 ---- Net
(loss) income As reported $ (122,085) Accretion of retirement obligation (net of tax) (2,849) ---------- Pro forma $ (124,934) ==========
Basic net income (loss) per common share: As reported $ (.02) Pro forma $ (.02) Diluted net income (loss) per common share: As reported $
(.02) Pro forma $ (.02) 61

1.00em">Income tax provision $3,593  $(22,039) $28,304  $(22,039) 

Effective income tax rate

 2.6%  (2.7)%  7.3%  (1.7)% 

For the three and nine months ended September 30, 2010, the effective tax rates were 2.6% and 7.3%, respectively. The income tax provision
includes only state income tax expense attributable to a subsidiary and does not reflect the federal statutory rate of 34% since tax benefits are not
recognized on anticipated losses. Due to the impact of the deferred tax valuation allowance and the volatility in estimated future taxable income,
the effective tax rate is based on a year-to-date income tax calculation. For the three and nine months ended September 30, 2009, the effective
tax rates were (2.7)% and (1.7)%, respectively. The income tax provision includes a refundable federal credit and does not reflect the federal
statutory rate since tax benefits are not recognized on anticipated losses.
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The Company had gross unrecognized tax benefits of $18,000 and $13,000 as of September 30, 2010 and December 31, 2009, respectively. The
Company believes that it is reasonably possible that the liability for unrecognized tax benefits related to certain state income tax matters may be
settled within the next twelve months. The federal statute of limitation has expired for tax years prior to 2005 and relevant state statutes vary.
The Company is currently not under any income tax audits or examinations and does not expect the assessment of any significant additional tax
in excess of amounts reserved.

The Company accrues interest and penalties related to unrecognized tax benefits as interest expense and other general and administrative
expense, respectively, and not as a component of income taxes.

Note 8 � Business Segment Information

The Company is currently involved in two segments, electrical construction and real estate development. There were no material amounts of
sales or transfers between segments and no material amounts of foreign sales. Any intersegment sales have been eliminated.

The following table sets forth certain segment information for the periods ended as indicated:

Three Months Ended
September 30,

Nine Months Ended

September 30,
2010 2009 2010 2009

Revenue
Electrical construction $ 6,991,028 $ 5,425,834 $ 23,191,762 $ 21,559,876
Real estate development 532,800 1,144,800 1,428,826 1,144,800

Total revenues 7,523,828 6,570,634 24,620,588 22,704,676

Operating expenses
Electrical construction 6,643,528 5,851,903 21,912,013 20,838,938
Real estate development 457,816 871,579 1,184,168 1,131,347
Corporate 528,526 652,811 1,850,633 1,973,495

Total operating expenses 7,629,870 7,376,293 24,946,814 23,943,780

Operating income (loss)
Electrical construction 347,500 (426,069) 1,279,749 720,938
Real estate development 74,984 273,221 244,658 13,453
Corporate (528,526) (652,811) (1,850,633) (1,973,495) 

Total operating loss (106,042) (805,659) (326,226) (1,239,104) 

Other income (expenses), net
Electrical construction (32,578) (1,891) (56,164) (40,684) 
Real estate development (6,302) (8,923) (23,955) (39,427) 
Corporate 4,673 8,677 16,231 16,507

Total other expenses, net (34,207) (2,137) (63,888) (63,604) 

Net income (loss) before taxes
Electrical construction 314,922 (427,960) 1,223,585 680,254
Real estate development 68,682 264,298 220,703 (25,974) 
Corporate (523,853) (644,134) (1,834,402) (1,956,988) 
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Total net loss before taxes $ (140,249) $ (807,796) $ (390,114) $ (1,302,708) 

Operating income (loss) is total operating revenue less operating expense inclusive of depreciation and SG&A expense for each segment.
Operating income (loss) excludes interest expense, interest income and income taxes. Corporate expenses are comprised of general and
administrative expense and corporate depreciation expense.
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The following table sets forth identifiable assets by segment as of the dates indicated:

September 30,
2010

December 31,
2009

Identifiable assets
Electrical construction $ 17,449,148 $ 17,293,104
Real estate development 1,984,319 2,171,919
Corporate 1,747,946 2,188,429
Discontinued operations 564 8,746

Total $ 21,181,977 $ 21,662,198

A significant portion of the Company�s electrical construction revenue has historically been derived from three or four utility customers each
year. For the three months ended September 30, 2010 and 2009, the three largest customers accounted for 49% and 57%, respectively, of the
Company�s total revenue. For the nine months ended September 30, 2010 and 2009, the three largest customers accounted for 44% and 61%,
respectively, of the Company�s total revenue. The real estate development operations did not have revenue from any one customer that exceeded
10% of the Company�s total revenue for the three or nine month periods ended September 30, 2010 and 2009.

Note 9 � Subsequent Events

On October 25, 2010, the Company, as grantor, Valley Forge Insurance Company (the �Beneficiary�) and Branch Banking and Trust Company
(the �Trustee�) entered into a Collateral Trust Agreement (the �Agreement�) in connection with the Company�s workers� compensation insurance
policies previously issued by the Beneficiary (the �Policies�). The Agreement was made to grant the Beneficiary a security interest in certain of the
Company�s assets and to place those assets in a Trust Account to secure the Company�s obligations to the Beneficiary under the Policies.

Subsequently, on October 28, 2010, the Company made a cash deposit in the amount of $79,000 to the Trust Account, pursuant to and in
accordance with the terms and specifications of the Agreement regarding the establishment of the Trust Account. Also pursuant to the
Agreement, the Company may be required to deposit additional assets into the Trust Account if the Beneficiary determines that the value of the
assets in the Trust Account is insufficient to secure the Company�s obligations under the Policies. The Trust Account may only be terminated by
the joint action of the Company and the Beneficiary.

12
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Item 2. Management�s Discussion and Analysis of Financial Condition and Results of Operations

Forward-Looking Statements

We make �forward-looking statements� within the �safe harbor� provision of the Private Securities Litigation Reform Act of 1995 throughout
this document. You can identify these statements by forward-looking words such as �may,� �will,� �expect,� �anticipate,� �believe,�
�estimate,� �plan,� and �continue� or similar words. We have based these statements on our current expectations about future events.
Although we believe that our expectations reflected in or suggested by our forward-looking statements are reasonable, we cannot assure you
that these expectations will be achieved. Our actual results may differ materially from what we currently expect. Factors that may affect the
results of our electrical construction operations include, among others: the level of construction activities by public utilities; the timing and
duration of construction projects for which we are engaged; our ability to estimate accurately with respect to fixed price construction contracts;
and heightened competition in the electrical construction field, including intensification of price competition. Factors that may affect the results
of our real estate development operations include, among others: the continued weakness in the Florida real estate market; the level of
consumer confidence; our ability to acquire land; increases in interest rates and availability of mortgage financing to our buyers; and increases
in construction and homeowner insurance and the availability of insurance. Factors that may affect the results of all of our operations include,
among others: adverse weather; natural disasters; effects of climate changes; changes in generally accepted accounting principles; ability to
obtain necessary permits from regulatory agencies; our ability to maintain or increase historical revenue and profit margins; general economic
conditions, both nationally and in our region; adverse legislation or regulations; availability of skilled construction labor and materials and
material increases in labor and material costs; and our ability to obtain additional and/or renew financing, particularly in light of the current
disruption in the credit markets. Other important factors which could cause our actual results to differ materially from the forward-looking
statements in this document include, but are not limited to, those discussed in this �Management�s Discussion and Analysis of Financial
Condition and Results of Operations,� as well as those discussed elsewhere in this report and as set forth from time to time in our other public
filings and public statements. In addition to the other information included in this report and our other public filings and releases, a discussion
of factors affecting our business is included in our Annual Report on Form 10-K for the year ended December 31, 2009 under �Item 1A. Risk
Factors� and should be considered while evaluating our business, financial condition, results of operations and prospects.

You should read this report completely and with the understanding that our actual future results may be materially different from what we
expect. We may not update these forward-looking statements, even in the event that our situation changes in the future. All forward-looking
statements attributable to us are expressly qualified by these cautionary statements.

Overview

We are a provider of electrical construction services throughout most of the United States and a developer of condominiums on the east coast of
Florida and we also make limited opportunistic investments in distressed residential properties, which we improve or reposition for resale. We
report our results under two reportable segments, electrical construction and real estate development. For the nine months ended September 30,
2010, our total consolidated revenue was $24.6 million, of which 94% was attributable to the electrical construction segment and 6% to the real
estate development segment.

Through our subsidiary, Southeast Power Corporation, we are engaged in the construction and maintenance of electric utility facilities for
electric utilities and industrial customers and the installation of fiber optic cable for fiber optic cable manufacturers, telecommunication
companies and electric utilities. Southeast Power is headquartered in Titusville, Florida, and performs electrical contracting services throughout
most of the United States.

The electrical construction business is highly competitive and fragmented. We compete with other independent contractors, including larger
regional and national firms that may have financial, operational, technical and marketing resources that exceed our own. We also face
competition from existing and prospective customers establishing or augmenting in-house service organizations that employ personnel who
perform some of the same types of service as those provided by us. In addition, a significant portion of our electrical construction revenue is
derived from a small group of customers, with several different customers accounting for a substantial portion of our revenue in any given year.
For example, for the year ended December 31, 2009 and for the nine months ended September 30, 2010, three of our customers accounted for
approximately 56% and 44% of our consolidated revenue, respectively. The loss of, or decrease in current demand from, one or more of these
customers would, if not replaced by other business, result in a decrease in revenue, margins and profits which could be material.
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Through our subsidiary Bayswater Development Corporation and its various subsidiaries (�Bayswater�) we are engaged in the acquisition,
development, management and disposition of land and improved properties. The primary focus of our real estate operations has been the
development of residential condominium projects along the east coast of Central Florida and recently we have expanded our real estate
development operations to include the opportunistic acquisition of residential properties in distress sale situations for subsequent refurbishment
and resale. We intend to use our knowledge of the local real estate market obtained through our condominium development operations to
selectively pursue opportunities as they arise. As of September 30, 2010, we have acquired four such residential properties, one of which has
been sold. Our most recently completed condominium project, Pineapple House, is an eight-story building in Melbourne, Florida containing
thirty-three luxury river-view condominium units of which twenty-nine units have been sold as of September 30, 2010. It is the first phase of a
planned multi-phase development. Our customers generally are pre-retirement, retirement or second homebuyers seeking higher quality,
maintenance free residences with generous amenities.

The housing market has experienced the most significant downturn in recent history. The credit markets and mortgage industry have experienced
a period of unparalleled instability, and this disruption has affected buyers� ability to secure financing for home purchases. Foreclosures and
distress sales continue to adversely affect market conditions. Increasing local unemployment levels is another factor negatively affecting the real
estate market. As a result of these and other factors, we continue to postpone commencement of the next phase of the Pineapple House project
until market conditions improve. We are unable to predict when market conditions will improve. Market conditions may continue to have an
adverse impact on the sales and pricing of our real estate properties, the commencement and development of new projects and on the results of
our real estate development operations. We have completed the first phase of the Pineapple House project on budget and in a timely manner, and
believe the project is attractive and of high quality. Furthermore, we are no longer incurring construction costs with respect to this phase and our
share of the holding costs on the unsold units is expected to be no more than $31,000 annually.

Critical Accounting Estimates

This discussion and analysis of our financial condition and results of operations is based upon our consolidated financial statements, which have
been prepared in accordance with U.S. generally accepted accounting principles. The preparation of these financial statements requires us to
make estimates and judgments that affect the reported amounts of assets, liabilities, revenue and expense, and related disclosure of contingent
assets and liabilities. On an on-going basis, we evaluate our estimates, including those related to fixed price electrical construction contracts, real
estate development projects, deferred income tax assets and environmental remediation. We base our estimates on historical experience and on
various other assumptions that are believed to be reasonable under the circumstances, the results of which form the basis for making judgments
about the carrying values of assets and liabilities that are not readily apparent from other sources. Actual results may differ from these estimates
under different assumptions or conditions. Our management has discussed the selection and development of our critical accounting policies,
estimates and related disclosure with the Audit Committee of the Board of Directors.

Percentage of Completion � Electrical Construction Segment

We recognize revenue from fixed price contracts on a percentage-of-completion basis, using primarily the cost-to-cost method based on the
percentage of total cost incurred to date in proportion to total estimated cost to complete the contract. Total estimated cost, and thus contract
income, is impacted by several factors including, but not limited to, changes in productivity and scheduling, and the cost of labor, subcontracts,
materials and equipment. Additionally, external factors such as weather, site conditions and scheduling that differ from those assumed in the
original bid (to the extent contract remedies are unavailable), client needs, client delays in providing approvals, the availability and skill level of
workers in the geographic location of the project, a change in the availability and proximity of materials and governmental regulation, may also
affect the progress and estimated cost of a project�s completion and thus the timing of income and revenue recognition.

The accuracy of our revenue and profit recognition in a given period is almost solely dependent on the accuracy of our estimates of the cost to
complete each project. Due to our experience and our detailed approach in determining our cost estimates for all of our significant projects, we
believe our estimates to be highly reliable. However, our projects can be complex and in almost every case the profit margin estimates for a
project will either increase or decrease to some extent from the amount that was originally estimated at the time of bid. Because we have a
number of projects of varying levels of complexity and size in process at any given time, these changes in estimates can offset each other
without materially impacting our overall profitability. If a current estimate of total costs indicates a loss on a contract, the projected loss is
recognized in full when determined. Accrued contract losses as of September 30, 2010 and December 31, 2009, were $28,000 and $512,000,
respectively. The accrued
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contract losses for 2010 are mainly attributable to a few recently started transmission projects, for which we have projected losses. The accrued
contract losses for 2009 were mainly attributable to one electrical construction project highly impacted by adverse weather conditions. Revenue
from change orders, extra work, variations in the scope of work and claims is recognized when realization is probable.

Percentage of Completion � Real Estate Development Segment

We currently do not have any projects in development. For all future projects, revenue will be recognized using the guidance provided in ASC
360-20, Real Estate Sales. ASC 360-20 provides guidance in assessing the collectibility of the sales price, which is required in order to
recognize profit under the percentage-of-completion method pursuant to ASC 360-20-40-50 Sales of Condominium Units. ASC 360-20-40-50
states that an entity should evaluate the adequacy of the buyer�s initial and continuing investment in reaching a conclusion that the sales price is
collectible. To meet the continuing involvement criterion, a buyer would be required to either (1) make additional payments during the
construction term at least equal to the level of annual payments that would be required to fund principal and interest on a customary mortgage
for the remaining purchase price of the property, or (2) increase the minimum initial investment by an equivalent aggregate amount. If the test
for initial and continuing investment is not met, the deposit method should be applied and profit recognized only after the buyer�s aggregate
deposit meets the required investment tests for the duration of the construction period. In future projects, we believe that we will be required in
most cases to collect higher deposits from buyers than we have historically in order to recognize revenue under the percentage-of-completion
method of accounting. If we are unable to meet the requirements of ASC Topic 360 on future projects, we will be required to delay revenue
recognition until the aggregate investment tests described in ASC 360-20-40-50 have been met.

We believe that a material difference in total actual project cost versus total estimated project cost is unlikely due to the nature of the fixed price
contracts we enter into with the general contractors on our real estate projects.

If a current estimate of total project cost indicates a loss on a project, the projected loss is recognized in full when determined. There were no
contract loss accruals recorded as of September 30, 2010 and December 31, 2009 in the real estate development segment. The timing of revenue
and expense recognition using the percentage-of-completion method is contingent on construction productivity. Factors possibly impeding
construction productivity include, but are not limited to, supply of labor, materials and equipment, scheduling, weather, permitting and
unforeseen events. When a buyer defaults on a contract for sale, revenue and expense recognized in prior periods are adjusted in the period of
default.

Real Estate Inventory Valuation

Real estate inventory, which consists of completed condominium units and residential properties, is carried at the lower of cost or estimated fair
value. In accordance with ASC 360-10 Accounting for the Impairment or Disposal of Long-lived Assets, real estate inventory is reviewed for
impairment whenever events or changes in circumstances indicate that the carrying value may not be recoverable. If no changes in
circumstances occur, management reviews real estate inventory on a quarterly basis. If the carrying amount or basis is not expected to be
recovered, impairment losses are recorded and the related assets are adjusted to their estimated fair value. We also comply with ASC Topic 820
Fair Value Measurement, which defines fair value, establishes a framework for measuring fair value and expands disclosures about fair value
measurements.

As of September 30, 2010, management reviewed the real estate inventory for impairment. ASC 360-10, requires that if the undiscounted cash
flows expected to be generated by an asset are less than its carrying amount, an impairment charge should be recorded to write-down the
carrying amount of such asset to its fair value. The fair value of an asset is the amount at which that asset could be bought or sold in a current
transaction between willing parties, that is, other than in a forced or liquidation sale.

In determining the need for recording any impairment on our real estate inventory, management reviews the carrying value of the remaining
inventory. Management considers sales expectations and the historical pace of sales during the prior year. Management also evaluates the
margins of the property sold, current selling prices and any property under contract. Considering these factors we establish three probability
scenarios for the amount of inventory we project to sell over the next twelve months and each successive twelve month period until all properties
are projected to be sold. We estimate the number of properties that will be sold using 60%, 30% and 10% levels of probability.

Due to the fact that the estimates and assumptions included in our cash flow models are based upon historical results and projected trends, they
do not anticipate unexpected changes in market conditions that may lead to us incurring additional impairment charges in the future. Additional
factors considered in our analysis are
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unemployment rates, local real estate market trends, such as supply and demand, marketing incentives, and other local factors. Therefore,
changes in the local economy highly influence our market conditions. Our most critical assumptions in our cash flow models are our projected
absorption pace, which is analyzed based on our historical sales and current sales within surrounding areas, current selling prices and a discount
factor for our condominium sales.

We estimate the fair value of our condominium units by using a discounted cash flow model, which incorporates the probability assessments
described above. In estimating the cash flows for completed condominium units, we use various estimates such as (a) expected sales pace to
absorb the number of units based upon economic conditions that may have either a short-term or long-term impact on the market in which the
units are located, competition within our market, historical sales rates of the units within the project; and (b) expected net sales prices in the
near-term based upon current pricing estimates, as well as estimated changes in future sales prices based upon historical sales prices of the units
within the project, or historical sales prices of similar product offerings in our market. Our determination of fair value requires discounting the
estimated cash flows at a rate commensurate with the inherent risks associated with selling the assets and related estimated cash flows. In
determining the fair value of the remaining condominium units in our Pineapple House project we used a discount rate of 18%.

In addition, we have applied sensitivity factors to our impairment analysis. If our assumptions or estimates in our fair value calculations change,
we could incur impairment charges in future periods, which would decrease operating income and result in lower asset values on our balance
sheet. For example, as of September 30, 2010 and December 31, 2009, we performed sensitivity analyses for the three key assumptions in our
Pineapple House condominium inventory impairment test: current selling prices, discount factor and projected absorption pace. Based on these
analyses, we determined that a ten percent decrease in the estimated selling prices of the condominium units in inventory, an increase of ten
percent in the estimated discount factor used in our calculation or a decrease of two units in the estimated number of condominium units to be
sold over the next twelve months, each calculated separately, had no impact on the carrying value of our condominium inventory either as of
September 30, 2010 or as of December 31, 2009, because even using these adverse assumptions, we still estimate the fair value of our
condominium inventory to be at or above its carrying value, based on our discounted cash flow model.

We estimate the fair value of our residential property using a model which also incorporates the probability assessments described above. The
fair value calculation considers estimates of our expected sales pace and our expected net sales price. For purposes of a sensitivity analysis, we
determined that a ten percent decrease in the estimated selling prices of the residential properties in inventory, which are currently not under
contract or sold, had no impact on the carrying value of our residential property inventory as of September 30, 2010. Properties under contract to
be sold will typically sell within a 30-day period. Consequently, a change in selling price is deemed unlikely and not considered a factor in the
sensitivity analysis for residential properties in inventory as of September 30, 2010. In addition, the discount rate is not applied and a decrease in
the estimated number of properties to be sold is not considered in the sensitivity analysis due to the short term nature of these investments. We
had no residential properties in real estate inventory as of December 31, 2009.

Our current real estate inventory consists of one condominium project with four remaining condominium units and three residential properties as
of September 30, 2010. During the nine months ended September 30, 2010, four condominium units, or 50% of the remaining units at the end of
the prior year, were sold in excess of their carrying values. The residential property sold in 2010 also sold in excess of its carrying value. In
addition, the condominium units sold are similar to the condominium units remaining to be sold. We are selling at substantially our current
asking price, which is in excess of our carrying costs. Based on the above, management determined that no additional impairment write-down to
our current real estate inventory was necessary.

Other Assets Valuation

As described above, the Company carefully monitors the value of the real estate inventory, and the Company also regularly performs impairment
analysis on the electrical construction segment�s property and equipment balances. In conducting our impairment testing, we have considered
whether the decrease in the Company�s market capitalization below our book value should be a specific triggering event necessitating impairment
testing. We note that the Company�s market capitalization is significantly lower than our book value. While its market capitalization is an
indicator of market sentiment on a particular day, the day-to-day share price of the Company�s stock at particular points in time may not, and
frequently does not, fairly reflect the value of the Company�s significant assets, primarily the real estate inventory of our real estate segment and
the investment in the equipment of our electrical construction segment. We further note that in almost all of the past fifteen years our market
capitalization has been significantly below our book value.
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Under these circumstances, we do not consider such market capitalization to be a specific triggering event necessitating impairment testing,
particularly in light of the fact that the Company does not have any goodwill or similar intangible assets recorded on its balance sheet.
Regardless, the Company reviews the book value of its assets on a regular basis to determine possible impairments in accordance with ASC
Topic 360, as it believes it will continue as a viable business in the future. Specifically, in its evaluation for potential impairment, the Company
determines the value of its real estate inventory, as well as its investments in electrical construction property and equipment using a fair value
methodology, and in accordance with ASC Topic 820.

Deferred Tax Assets

We account for income taxes in accordance with ASC Topic 740, Income Taxes, which establishes the recognition requirements necessary for
implementation. Deferred tax assets and liabilities are recognized for the future tax effects attributable to temporary differences and
carryforwards between the financial statement carrying amounts of existing assets and liabilities and the respective tax bases. Deferred tax assets
and liabilities are measured using enacted tax rates expected to apply to taxable income in the years in which those temporary differences are
expected to be recovered or settled. The effect on deferred tax assets and liabilities of a change in tax rates is recognized in income in the period
that includes the enactment date.

As of September 30, 2010, our deferred tax assets were largely comprised of net operating loss (�NOL�) carryforwards, alternative minimum tax
(�AMT�) credit carryforwards and inventory basis differences on unsold condominium units. The carrying amounts of deferred tax assets are
reduced by a valuation allowance, if based on the available evidence, it is more likely than not such assets will not be realized. The ultimate
realization of deferred tax assets is dependent upon the generation of future taxable income during the periods in which the deferred tax assets
are expected to be recovered or settled. In the assessment for a valuation allowance, appropriate consideration is given to all positive and
negative evidence related to the realization of the deferred tax assets. This assessment considers, among other matters, the nature, frequency and
severity of current and cumulative losses, forecasts of future profitability, the duration of statutory carryforward periods, our experience with
loss carryforwards expiring unused and tax planning alternatives. If we determine we will not be able to realize all or part of our deferred tax
assets, a valuation allowance would be recorded to reduce our deferred tax assets to the amount that is more likely than not to be realized.

Based upon an evaluation of all available evidence, we established a full valuation allowance against our net deferred tax assets in 2008. Our
cumulative loss position over the evaluation period and the current market conditions were significant negative evidence in assessing the need
for a valuation allowance. Consequently, our future provision for income taxes will include no tax benefit with respect to losses incurred and
limited tax expense with respect to income generated until the respective valuation allowance is eliminated. This will cause variability in our
effective tax rate. In the event we were to subsequently determine that we would be able to realize our deferred tax assets in the future in excess
of our net recorded amount, an adjustment to the previously recorded valuation allowance would increase income in the period such
determination is made.

Provision for Remediation

In September 2003, we were notified by the United States Environmental Protection Agency (the �EPA�) that we were a potentially responsible
party (�PRP�) with respect to possible investigation and removal activities at a mine that we formerly owned and in September 2009 we entered
into a Settlement Agreement with the EPA with respect thereto, pursuant to which we made a cash payment to the EPA of $73,000. Refer to note
4 of the notes to the consolidated financial statements for a discussion of this matter.

As of September 30, 2010, the cumulative net expense associated with this matter was $173,000 (within discontinued operations), which
represents our current estimate of our share of the costs associated with both an emergency removal action previously undertaken by the EPA
and actual remediation costs, as fixed under the Settlement Agreement with EPA, the professional fees associated with the EE/CA Report and
our current estimate of the anticipated professional fees associated through the completed remediation, all reduced by both actual and estimated
insurance recoveries.

In July 2010, we received a request for information from the EPA relating to a mine tailings site in Newton County, Missouri. We have
evaluated the request and concluded at this early stage of the investigation that a range of loss or the possibility of a liability is impossible to
determine at this time and accordingly have not made any provision for remediation in respect of this matter. During the three and the nine
months ended September 30, 2010, we have recorded a net loss from discontinued operations of $13,000, due to professional and legal service
expenses mainly attributable to the request for information. Refer to note 4 of the notes to the consolidated financial statements for a discussion
of this matter.
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Results of Operations

Nine Months Ended September 30, 2010 Compared to Nine Months Ended September 30, 2009

Segment Information

The table below is a reconciliation of our operating income attributable to each of our segments for the nine months ended September 30 as
indicated:

September 30,
2010 2009

Electrical construction
Revenue $ 23,191,762 $ 21,559,876
Operating expenses
Cost of goods sold 19,705,712 18,626,849
Selling, general and administrative 193,957 226,667
Depreciation 2,022,924 2,038,199
Gain on sale of assets (10,580) (52,777) 

Total operating expenses 21,912,013 20,838,938

Operating income $ 1,279,749 $ 720,938

Real estate development
Revenue $ 1,428,826 $ 1,144,800
Operating expenses
Cost of goods sold 844,756 829,803
Selling, general and administrative 336,319 288,917
Depreciation 2,838 12,627
Loss on sale of assets 255 �  

Total operating expenses 1,184,168 1,131,347

Operating income $ 244,658 $ 13,453

Continuing Operations

Revenue

Total revenue in the nine months ended September 30, 2010, increased by 8.4% to $24.6 million, compared to $22.7 million in the nine months
ended September 30, 2009, mainly due to an increase in electrical construction revenue.

Electrical construction revenue increased to $23.2 million for the nine months ended September 30, 2010, compared to $21.6 million for the nine
months ended September 30, 2009, an increase of $1.6 million, or 7.6%. The increase in electrical construction revenue during the nine months
ended September 30, 2010, is mainly due to increases in transmission and fiber optic revenue, when compared to the same period during the
prior year. These increases in revenue were partially offset by decreases in storm work during the nine month period ended September 30, 2010,
when compared to the same period in 2009.

The varying magnitude and duration of electrical construction projects may result in substantial fluctuations in our backlog from time to time.
Backlog represents the uncompleted portion of services to be performed under project-specific contracts and the estimated value of future
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services that we expect to provide under our existing service agreements, including new contractual agreements on which work has not begun. In
many instances, our customers are not contractually committed to specific volumes of services and many of our contracts may be terminated
with notice, therefore we do not consider any portion of our backlog to be firm. However, our customers become obligated once we provide the
services they have requested. Our service agreements are typically multi-year agreements, and we include in our backlog the amount of services
projected to be performed over the terms of the contracts based on our historical relationships with these customers. Our estimates of a
customer�s requirements during a particular future period may not be accurate at any point in time. As of September 30, 2010, the electrical

18

Edgar Filing: GOLDFIELD CORP - Form 10-Q

Table of Contents 29



Table of Contents

construction operation�s backlog was approximately $7.3 million, which included approximately $4.3 million from fixed price contracts for
which revenue is recognized using percentage-of-completion and approximately $2.9 million from service agreement contracts for which
revenue is recognized as work is performed. Of our total backlog, we expect approximately 79% to be completed within the current fiscal year.
This compares to a backlog of $11.5 million at September 30, 2009, of which approximately $4.8 million represented backlog from fixed price
contracts and approximately $6.7 million represented service agreement backlog.

Real estate development revenue increased to $1.4 million for the nine months ended September 30, 2010, from $1.1 million for the like period
in 2009, an increase of $284,000 or 24.8%. This increase in real estate development revenue was mainly due to the type and sales price of the
properties sold. During the nine months ended September 30, 2010, we recognized revenue on the sale of four units in the Pineapple House
project and one residential property. In the nine months ended September 30, 2009, five Pineapple House condominium units were sold.

As of September 30, 2010, there was no backlog for the real estate development operation�s segment.

Operating Results

Total operating loss was $326,000 for the nine months ended September 30, 2010, compared to an operating loss of $1.2 million for the like
period in 2009, an improvement of $913,000. Electrical construction operations had operating income of $1.3 million during the nine months
ended September 30, 2010, compared to operating income of $721,000 during the nine months ended September 30, 2009, an increase of
$559,000. Operating margins on electrical construction operations increased to 5.5% for the nine months ended September 30, 2010, from 3.3%
for the nine months ended September 30, 2009. The increase in operating margins is mainly the result of improved productivity on several
transmission jobs in the current period compared to the prior year period, as well as the aforementioned increase in revenue from transmission
and fiber optic projects, which cover a higher percentage of fixed overhead costs.

Real estate development operations had operating income of $245,000 in the nine months ended September 30, 2010, compared to operating
income of $13,000 in the nine months ended September 30, 2009, an increase of $231,000. Operating margins on real estate development
operations increased to 17.1% for the nine months ended September 30, 2010, from 1.2% for the nine months ended September 30, 2009. The
increase in operating margins for the nine month period ended September 30, 2010, was primarily due to the type and sales price of the
properties sold during the nine month period ended September 30, 2010, compared to the same period in the prior year.

Cost and Expense

Total cost and expense, and the components thereof, increased 4.2% to $25.0 million in the nine months ended September 30, 2010, from $23.9
million in the nine months ended September 30, 2009.

Electrical construction cost of goods sold increased to $19.7 million in the nine months ended September 30, 2010, from $18.6 million in the
nine months ended September 30, 2009, an increase of $1.1 million. The increase in costs reflects the increase in revenue, during the nine
months ended September 30, 2010, when compared to the same period in the prior year.

Real estate development cost of goods sold increased to $845,000 in the nine months ended September 30, 2010, from $830,000 in the nine
months ended September 30, 2009. The increase in cost of goods sold is primarily attributable to the aforementioned variance in the type of the
properties sold during the nine months ended September 30, 2010, when compared to the same period in the prior year.

The following table sets forth selling, general and administrative (�SG&A�) expense for each of our segments for the nine months ended
September 30 as indicated:

2010 2009
Electrical construction $ 193,957 $ 226,667
Real estate development 336,319 288,917
Corporate 1,789,727 1,881,177

Total $ 2,320,003 $ 2,396,761
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SG&A expense remained relatively unchanged at $2.3 million in the nine months ended September 30, 2010, compared to $2.4 million in the
nine months ended September 30, 2009. As a percentage of revenue, SG&A expense decreased to 9.4% for the nine months ended
September 30, 2010, compared to 10.6% during the same period in 2009, mainly due to the increase in revenue in the current period.

19

Edgar Filing: GOLDFIELD CORP - Form 10-Q

Table of Contents 31



Table of Contents

The following table sets forth the depreciation expense for each of our segments for the nine months ended September 30 as indicated:

2010 2009
Electrical construction $ 2,022,924 $ 2,038,199
Real estate development 2,838 12,627
Corporate 60,904 92,245

Total $ 2,086,666 $ 2,143,071

Depreciation expense remained relatively unchanged at $2.1 million during the nine months ended September 30, 2010 and 2009.

Income Taxes

The following table presents our provision for income tax and effective income tax rate from continuing operations for the nine months ended
September 30 as indicated:

2010 2009
Income tax provision $ 28,304 $ (22,039) 
Effective income tax rate 7.3% (1.7)% 

Our effective tax rate for the nine months ended September 30, 2010 was 7.3%. Our income tax provision includes only state income tax
expense attributable to a subsidiary and does not reflect the federal statutory rate of 34% since tax benefits are not recognized on anticipated
losses. Due to the impact of our deferred tax valuation allowance and the volatility in estimated future taxable income, our effective tax rate is
based on a year-to-date income tax calculation. Our effective tax rate for the nine months ended September 30, 2009 was (1.7)%. Our income
tax provision includes a refundable federal credit and does not reflect the federal statutory rate since tax benefits are not recognized on
anticipated losses.

Discontinued Operations

In July 2010, we received a request for information from the EPA relating to a mine tailings site in Newton County, Missouri. We have
evaluated the request and concluded at this early stage of the investigation that a range of loss or the possibility of a liability is impossible to
determine at this time and accordingly have not made any provision for remediation in respect of this matter. During the nine months ended
September 30, 2010, we have recorded a net loss from discontinued operations of $13,000, due to professional and legal service expenses mainly
attributable to the aforementioned request for information. Refer to note 4 of the notes to the consolidated financial statements for a discussion
of this matter.
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Three Months Ended September 30, 2010 Compared to Three Months Ended September 30, 2009

Segment Information

The table below is a reconciliation of our operating income (loss) attributable to each of our segments for the three months ended September 30
as indicated:

2010 2009
Electrical construction
Revenue $ 6,991,028 $ 5,425,834
Operating expenses
Cost of goods sold 5,975,383 5,218,563
Selling, general and administrative 41,887 71,535
Depreciation 636,838 561,117
(Gain) loss on sale of assets (10,580) 688

Total operating expenses 6,643,528 5,851,903

Operating income (loss) $ 347,500 $ (426,069) 

Real estate development
Revenue $ 532,800 $ 1,144,800
Operating expenses
Cost of goods sold 351,378 741,290
Selling, general and administrative 105,669 129,151
Depreciation 514 1,138
Loss on sale of assets 255 �  

Total operating expenses 457,816 871,579

Operating income $ 74,984 $ 273,221

Continuing Operations

Revenue

Total revenue in the three months ended September 30, 2010, increased by 14.5% to $7.5 million, compared to $6.6 million in the three months
ended September 30, 2009, due to an increase in electrical construction revenue.

Electrical construction revenue increased $1.6 million, or 28.8%, to $7.0 million for the three months ended September 30, 2010, from $5.4
million for the three months ended September 30, 2009. The increase in electrical construction revenue is primarily due to an increase in
transmission projects during the three months ended September 30, 2010, when compared to the same period in 2009.

Real estate development revenue decreased to $533,000 for the three months ended September 30, 2010, from $1.1 million for the same period
in 2009. The decrease in real estate development revenue is mainly due to the decrease in the number of properties sold during the three months
ended September 30, 2010, when compared to the same period in the prior year. During the three months ended September 30, 2010, we
recognized revenue on the sale of one unit in the Pineapple House project and one residential property, compared to the sale of five Pineapple
House condominium units during the three months ended September 30, 2009.

Operating Results
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Total operating loss was $106,000 for the three months ended September 30, 2010, compared to an operating loss of $806,000 for the like period
in 2009, an improvement of $700,000. Electrical construction operations had operating income of $348,000 during the three months ended
September 30, 2010, compared to an operating loss of $426,000 during the three months ended September 30, 2009, an increase of $774,000.
The increase in electrical construction operating income is mainly attributable to the increase in electrical construction transmission revenue.
Operating margins on electrical construction operations increased to 5.0% for the three months ended September 30, 2010, from (7.9)% for the
three months ended September 30, 2009. This increase in operating margins is mainly attributable to several above average profit margin
projects, when compared to the same three month period ended in 2009.
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Real estate development operations had operating income of $75,000 in the three months ended September 30, 2010, compared to $273,000 in
the three months ended September 30, 2009, a decrease of $198,000. Operating margins on real estate development operations decreased to
14.1% for the three months ended September 30, 2010, from 23.9% for the three months ended September 30, 2009. The decrease in operating
margins was primarily due to the aforementioned difference in the number of properties sold during the three months ended September 30, 2010,
when compared to the same period in 2009.

Cost and Expense

Total cost and expense, and the components thereof, increased 3.4% to $7.6 million in the three months ended September 30, 2010, from $7.4
million in the three months ended September 30, 2009.

Electrical construction cost of goods sold increased to $6.0 million in the three months ended September 30, 2010, from $5.2 million in the three
months ended September 30, 2009, an increase of $757,000, or 14.5%. The increase in costs reflects the increase in our transmission work and
corresponds to our increase in revenue in the current period.

Real estate development cost of goods sold decreased to $351,000 in the three months ended September 30, 2010, from $741,000 in the three
months ended September 30, 2009. The decrease in cost of goods sold is primarily attributable to the decrease in the number and type of
properties sold during the three months ended September 30, 2010, when compared to the same period in the prior year.

The following table sets forth selling, general and administrative (�SG&A�) expense for each of our segments for the three months ended
September 30 as indicated:

2010 2009
Electrical construction $ 41,887 $ 71,535
Real estate development 105,669 129,151
Corporate 520,648 627,153

Total $ 668,204 $ 827,839

SG&A expense decreased to $668,000 in the three months ended September 30, 2010, compared to $828,000 for the same period in 2009. The
decreases in SG&A expenses are mainly due to decreases in professional services within the corporate and electrical construction segments.
Also contributing to the decreases are decreases in selling expenses, property taxes and other expenses within the real estate segment attributable
to the decrease in revenue for the three months ended September 30, 2010, when compared to the same period in 2009. As a percentage of
revenue, SG&A expense decreased to 8.9% for the three months ended September 30, 2010, from 12.6% in the three months ended
September 30, 2009, mainly due to the increase in revenue and the decrease in SG&A expenses in the current period.

The following table sets forth the depreciation expense for each of our segments for the three months ended September 30 as indicated:

2010 2009
Electrical construction $ 636,838 $ 561,117
Real estate development 514 1,138
Corporate 7,876 25,585

Total $ 645,228 $ 587,840

Depreciation expense was $645,000 in the three months ended September 30, 2010, compared to $588,000 in the three months ended
September 30, 2009, an increase of $57,000 or 9.8%. The increase in depreciation expense is mainly due to the timing of new assets purchased
during 2010 being placed in service, primarily within the electrical construction segment.
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Income Taxes

The following table presents our provision for income tax and effective income tax rate from continuing operations for the three months ended
September 30 as indicated:

2010 2009
Income tax provision $ 3,593 $ (22,039) 
Effective income tax rate 2.6% (2.7)% 

Our effective tax rate for the three months ended September 30, 2010 was 2.6%. Our income tax provision includes only state income tax
expense attributable to a subsidiary and does not reflect the federal statutory rate of 34% since tax benefits are not recognized on anticipated
losses. Due to the impact of our deferred tax valuation allowance and the volatility in estimated future taxable income, our effective tax rate is
based on a year-to-date income tax calculation. Our effective tax rate for the three months ended September 30, 2009 was (2.7)%. Our income
tax provision includes a refundable federal credit and does not reflect the federal statutory rate since tax benefits are not recognized on
anticipated losses.

Discontinued Operations

In July 2010, we received a request for information from the EPA relating to a mine tailings site in Newton County, Missouri. We have
evaluated the request and concluded at this early stage of the investigation that a range of loss or the possibility of a liability is impossible to
determine at this time and accordingly have not made any provision for remediation in respect of this matter. During the three months ended
September 30, 2010, we have recorded a net loss from discontinued operations of $13,000, due to professional and legal service expenses mainly
attributable to the aforementioned request for information. Refer to note 4 of the notes to the consolidated financial statements for a discussion
of this matter.

Liquidity and Capital Resources

Working Capital Analysis

Our primary cash needs have been for working capital and capital expenditures. Our primary sources of cash have been cash flow from
operations and borrowings under our lines of credit. As of September 30, 2010, we had cash and cash equivalents of $1.9 million and working
capital of $7.0 million, as compared to cash and cash equivalents of $3.5 million and working capital of $7.1 million as of December 31, 2009.
In addition, we have $2.5 million available in a revolving line of credit as of September 30, 2010. This revolving line of credit is used as a
Working Capital Loan and is due and payable on December 28, 2010, at which time we expect to renew this loan. We anticipate that this cash on
hand, our credit facilities and our future cash flows from operating activities will provide sufficient cash to enable us to meet our future
operating needs and debt requirements.

Cash Flow Analysis

Net cash flows for each of the nine months ended September 30 were as follows:

2010 2009
Net cash provided by operating activities $ 538,667 $ 3,622,525
Net cash used in investing activities (2,157,712) (2,186,440) 
Net cash provided by (used in) financing activities 18,166 (2,180,301) 

Net decrease in cash and cash equivalents $ (1,600,879) $ (744,216) 

Operating Activities
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Cash flows from operating activities are comprised of income from continuing operations adjusted to reflect the timing of cash receipts and
disbursements therefrom. Our cash flows are influenced by the level of operations, operating margins and the types of services we provide, as
well as the stages of our projects in both the electrical construction and real estate segments.

Net cash provided by operating activities decreased $3.1 million to $539,000 in the nine months ended September 30, 2010, compared to $3.6
million in the nine months ended September 30, 2009. The decrease in cash flows from operating activities is primarily due to the changes in
accounts receivable and accrued billings in the
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current period. The changes in accounts receivable and accrued billings decreased $5.0 million from $3.3 million, when comparing the nine
months ended September 30, 2010, to the same period in the prior year. The decrease in cash flows associated with changes in accounts
receivable and accrued billings is mainly due to an increase in accounts receivable and accrued billings in the current period, resulting from one
large project for a major customer, which was billed in the last month of the quarter ended September 30, 2010, compared to the same period in
2009.

Days of Sales Outstanding Analysis

We evaluate fluctuations in our accounts receivable and costs and estimated earnings in excess of billings on uncompleted contracts for the
electrical construction segment by comparing days of sales outstanding (�DSO�). We calculate DSO as of the end of any period by utilizing the
respective quarter�s electrical construction revenue to determine sales per day. We then divide accounts receivable and accrued billings, net of
allowance for doubtful accounts at the end of the period by sales per day to calculate DSO for accounts receivable. To calculate DSO for costs
and estimated earnings in excess of billings, we divide costs and estimated earnings in excess of billings on uncompleted contracts by sales per
day.

For the quarters ended September 30, 2010 and 2009, our DSO for accounts receivable was 71 and 57, respectively, and our DSO for costs and
estimated earnings in excess of billings on uncompleted contracts was 18 and 21, respectively. The increase in DSO for accounts receivable
when comparing the quarter ended September 30, 2010 to the same period in 2009, is mainly due to one large project for a major customer,
which was billed in the last month of the quarter ended September 30, 2010, compared to the same period in 2009. As of November 4, 2010, we
have received approximately 77.9% of our September 30, 2010 outstanding trade accounts receivable and have billed 79.4% of our costs and
estimated earnings in excess of billings balance.

Investing Activities

Net cash used in investing activities remained relatively unchanged at $2.2 million during the nine months ended September 30, 2010 and 2009.
Our investing activities for the current period consist primarily of capital expenditures of $2.2 million. Our investing activities for the prior year
period also consisted primarily of capital expenditures of $1.9 million and the repayment of outstanding loans related to the cash surrender value
of life insurance of approximately $350,000. The capital expenditures in both periods are mainly attributable to our electrical construction
segment for the upgrading and replacement of equipment. Our capital budget for 2010 is expected to total approximately $2.5 million.

Financing Activities

Net cash provided by financing activities during the nine months ended September 30, 2010, was $18,000, compared to cash used in financing
activities of $2.2 million during the same period in 2009. Our financing activities for the current period consist mainly of proceeds of $1.1
million from our Equipment Loan and $500,000 from our Working Capital Loan. These borrowings were partially offset mainly by repayments
on notes payable of $1.2 million for the Pineapple House Mortgage and $330,000 for the Equipment Loan. Our financing activities for the same
period in the prior year consisted of repayments on notes payable of $1.1 million for the Pineapple House Mortgage and $821,000 for the
electrical construction segment loan, as well as repayments on capital leases of $579,000. These repayments are partially offset by proceeds
from notes payable of $360,000 from our working capital loan.

We have paid no cash dividends on our Common Stock since 1933, and it is not expected that we will pay any cash dividends on our Common
Stock in the immediate future.

Debt Covenants

Our debt arrangements contain various financial and other covenants including, but not limited to, minimum tangible net worth, outside debt
limitation, and maximum debt to tangible net worth ratio. Other loan covenants prohibit, among other things, incurring additional indebtedness,
issuing loans to other entities in excess of a certain amount, entering into a merger or consolidation, and any change in the Company�s current
Chief Executive Officer without prior written consent from the lender. The loans also have cross-default provisions whereby any default under
any loans of the Company (or its subsidiaries) with the lender will constitute a default under all of the other loans of the Company (and its
subsidiaries) with the lender. The most significant of these covenants are minimum tangible net worth, outside debt limitation, and maximum
debt to tangible net worth ratio. The Company must maintain a tangible net worth of at least $13.5 million, no more than $500,000 in outside
debt and a maximum debt to worth ratio of no greater than 1.5 to 1.0 The Company was in compliance with all of its covenants as of
September 30, 2010.
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The following are computations of these most restrictive financial covenants:

Covenant
Actual as of

September 30, 2010
Tangible net worth minimum $ 13,500,000 $ 14,279,614
Outside debt must not exceed $500,000 500,000 �  
Maximum debt/worth ratio must not exceed 1.5 : 1.0 1.5 : 1.0 .48 : 1.0

Forecast

We anticipate our cash on hand, cash flows from operations and credit facilities will provide sufficient cash to enable us to meet our working
capital needs, debt service requirements and planned capital expenditures for at least the next twelve months. The amount of our planned capital
expenditures will depend, to some extent, on the results of our future performance. However, our revenue, results of operations and cash flows
as well as our ability to seek additional financing may be negatively impacted by factors including, but not limited to, a decline in demand for
electrical construction services and/or real estate in the markets served and general economic conditions, heightened competition, availability of
construction materials, increased interest rates and adverse weather conditions.

Item 4T. Controls and Procedures.

Evaluation of Disclosure Controls and Procedures

We maintain disclosure controls and procedures that are designed to ensure that information required to be disclosed in the reports that we file or
submit under the Securities Exchange Act of 1934, as amended, is recorded, processed, summarized and reported within the time periods
specified in the rules and forms of the SEC, and that such information is accumulated and communicated to our management timely. An
evaluation was performed under the supervision and with the participation of our management, including John H. Sottile, our Chief Executive
Officer and Stephen R. Wherry, our Chief Financial Officer, of the effectiveness of our disclosure controls and procedures (as defined in Rules
13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934) as of September 30, 2010. Based upon that evaluation, our management,
including our Chief Executive Officer and our Chief Financial Officer, concluded that our disclosure controls and procedures were effective as
of September 30, 2010.

Changes in Internal Controls over Financial Reporting

No changes in our internal controls over financial reporting occurred during the third quarter of 2010 that have materially affected, or are
reasonably likely to materially affect, our internal controls over financial reporting.

Based on current regulations, Section 404(a) of the Sarbanes-Oxley Act required our management to provide an assessment of the effectiveness
of our internal control over financial reporting as of December 31, 2009. We have performed the necessary system and process documentation in
preparation for the evaluation and testing required for management to make this assessment and for our independent registered public accounting
firm to provide their attestation report. On July 21, 2010, President Obama signed the Dodd-Frank Wall Street Reform and Consumer Protection
Act. Included in the Act is a provision that permanently exempts smaller public companies that qualify as either a Non-Accelerated Filer or
Smaller Reporting Company from the auditor attestation requirement of Section 404(b) of the Sarbanes-Oxley Act of 2002. For our fiscal year
ending December 31, 2010, we currently expect to be exempt from such requirement.

Limitations of the Effectiveness of Controls

A control system, no matter how well conceived and operated, can provide only reasonable assurance, not absolute assurance that the objectives
of the control system are met. Because of inherent limitations in all control systems, no evaluation of controls can provide absolute assurance
that all control issues, if any, within a company have been detected. These inherent limitations include the realities that judgments in
decision-making can be faulty and that breakdowns can occur because of simple error or mistake. Additionally, controls can be circumvented by
the individual acts of some persons, by collusion of two or more people or by management override of the controls. The design of any system of
controls is also based in part upon certain assumptions about the likelihood of future events, and there can be no assurance that the design will
succeed in achieving its stated goals under all potential future conditions; over time, controls may become inadequate because of changes in
conditions, or the degree of compliance with policies and procedures may deteriorate. Because of the inherent limitations in a cost-effective
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control system, misstatements due to error or fraud may occur and not be detected. Accordingly, our disclosure controls and procedures are
designed to provide reasonable, not absolute, assurance that the objectives of our disclosure control system are met and, as set forth above, our
CEO and CFO have concluded, based on their evaluation, that our disclosure controls and procedures were effective as of September 30, 2010 to
provide reasonable assurance that the objectives of the disclosure control system were met.
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PART II. OTHER INFORMATION

Item 1. Legal Proceedings

Environmental

The following supplements the discussion set forth under Part I, Item 3, �Legal Proceedings� in our Annual Report on Form 10-K for the year
ended December 31, 2009.

On July 12, 2010 the Company received a request from the EPA for information pursuant to Section 104(e) of CERCLA for Newton County
Mine Tailings Superfund Site, Newton County, Missouri (the �Wentworth Site�) relating to mining activities involving the site.

Preliminary information indicates that the Company was party to an Option Agreement dated August 1, 1948, that may relate to a portion of the
Wentworth Site. Due to a near 50% drop in lead/zinc prices during this period of time, the property closed down in early 1949. On May 31,
1949, the Company decided not to exercise its option under the Option Agreement. The nature and scope of the Company�s operations relating to
the mine property under option, if any, and the relationship, if any, between such operations and the Wentworth Site as defined by the EPA, are
still under investigation.

The Company�s management has evaluated the aforementioned request for information in accordance with ASC 410-30 and ASC 450-20-25 and
has concluded that at this early stage of the investigation, a range of loss or even the possibility of a liability is impossible to determine at this
time. Accordingly, a loss contingency was not recorded as of September 30, 2010. During the nine months ended September 30, 2010, we have
recorded a net loss from discontinued operations of $13,000, due to professional and legal service expenses mainly attributable to the
aforementioned request for information.

For additional information in response to this Item, see note 4 to the consolidated financial statements in this Form 10-Q.

Item 1A. Risk Factors

There have been no material changes from the risk factors previously disclosed in our Annual Report on Form 10-K for the year ended
December 31, 2009.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

Since September 17, 2002, we have had a stock repurchase plan which, as last amended by the Board of Directors on September 21, 2010,
permits the purchase of up to 3,500,000 shares until September 30, 2011. We did not purchase any of our Common Stock during the nine months
ended September 30, 2010. As of September 30, 2010, we have a maximum of 1,154,940 shares that may be purchased under our publicly
announced stock repurchase plan. Since the inception of the repurchase plan, we have repurchased 2,345,060 shares of our Common Stock at a
cost of $1,289,467 (average cost of $0.55 per share). We may repurchase our shares either in the open market or through private transactions.
The volume of the shares to be repurchased is contingent upon market conditions and other factors.

Item 4. (Removed and Reserved)

Item 6. Exhibits

*31-1 Certification Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002, 15 U.S.C. Section 7241

*31-2 Certification Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002, 15 U.S.C. Section 7241

*32-1 **Certification Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, 18 U.S.C. Section 1350

*32-2 **Certification Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, 18 U.S.C. Section 1350
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* Filed herewith.
** These exhibits are intended to be furnished in accordance with Regulation S-K Item 601(b)(32)(ii) and shall not be deemed to be filed for

purposes of Section 18 of the Securities Act of 1934 or incorporated by reference into any filing under the Securities Act of 1933, except
as shall be expressly set forth by specific reference.
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SIGNATURES

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.

Dated: November 12, 2010 THE GOLDFIELD CORPORATION

By:         /s/    John H. Sottile
John H. Sottile
Chairman of the Board, President and Chief
Executive Officer (Principal Executive Officer)

        /s/    Stephen R. Wherry
Stephen R. Wherry
Senior Vice President, Chief Financial
Officer, Treasurer and Assistant Secretary
(Principal Financial and Accounting Officer)
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