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Item 4.02 Non-Reliance on Previously Issued Financial Statements or a Related Audit Report or Completed Interim Review.

(@)

On June 15, 2006, Integrated Electrical Services, Inc. (the “Company”) concluded that its previously issued unaudited consolidated financial statements
as of and for the three months ended December 31, 2005 and its unaudited consolidated financial statements as of and for the three and six months ended March
31, 2006 should be restated to correct a misstatement related to the accrual for the Company’s self-insurance reserves.

While analyzing the self-insurance reserves during the financial close process for the month of May 2006, management identified a measurement error
that related to the quarters ended December 31, 2005 and March 31, 2006. The error was derived from an unintentional misapplication of information provided by
the Company’s insurance carriers whereby the Company underestimated the outstanding amount of unbilled payables to those insurance carriers. The error
resulted in an understatement of self-insurance reserves and cost of revenues of approximately $0.4 million for the three months ended December 31, 2005. Self-
insurance reserves and cost of revenues were understated by approximately $1.2 million and $1.6 million for the three and six months ended March 31, 2006,
respectively. The self-insurance reserves are included in accounts payable and accrued expenses. Stockholders equity at December 31, 2005 was overstated by
$0.4 million and stockholders deficit was understated by $1.6 million at March 31, 2006. The impact to diluted earnings per share was $0.01 for the three months
ended December 31, 2005. The impact to diluted earnings per share was $0.03 for the three months and $0.04 for six months ended March 31, 2006. These
adjustments will not impact reported cash flows from operations for these periods.

Accordingly, on June 15, 2006, the Audit Committee of the Board of Directors, after receipt of information and a recommendation from the Chief
Financial Officer of the Company, concluded with the Chief Financial Officer that the Company’s consolidated financial statements as of and for the three months
ended December 31, 2005 and as of and for the three and six months ended March 31, 2006 should no longer be relied upon as a result of the Company’s
determination to restate its consolidated financial results and position, as discussed above. These financial statements will be restated and filed with the Securities
and Exchange Commission pursuant to a Form 10-Q/A as of and for the three months ended December 31, 2005 and a Form 10-Q/A Amendment No. 2 as of and
for the three and six months ended March 31, 2006.

In reaching this conclusion on June 15, 2006, the Audit Committee of the Board of Directors and the Chief Financial Officer discussed the matters
relating to this restatement with the Company’s independent registered public accounting firm, Ernst & Young LLP.
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