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OATH OR AFFIRMATION

1, MUHAMMED SAEED - : - , swear (or affirm) that, to the best of

my knowledge and belief the accompalnying financial statement and supporting schedules pertaining to the firm of
FIREFLY CAPITAL, INC. as

of JUNE 30 _,2008 , are true and correct. I further swear (or affirm) that

neither the company nor any partner, [proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

Suifalk C

Subscrled und “S¥/OTT. io before me

tlms» "’/ ity Ox /? 222 4

M‘“ % ‘é il y publi

Cunl’}'

f

S\?aturc
PRESIDENT

Title

-My commniissio” pap,"(-s =4/ 291_/4 co7

y—f
/f

-

= S0

-

- ~ Notary Public

-~

This report ** contains (check all appllcable boxes):

[ (a) Facing Page.
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(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

{d) Statement of Changes in Fin?ncial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capnal

{f) Statement of Changes in Lia bilities Subordinated to Claims of Creditors.

{g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Il’ossession or Control Requirements Under Rule 15¢3-3,

(i) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Dclerminatlion of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplen}emal Report,

(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Independent Auditor’s Report

To the Board of Directors of
Firefly Capital, Inc.
Boston, MA

We: have audited the accompanying statement of financial condition of Firefly Capital, Inc. (the
Company) as of June 30, 2006 and the related statements of income, changes in stockholders™
equity, and cash flows for the year then ended that you are filing pursuant to rule 17a-5 under the
Securities Exchange Act of 1934. These financial statements are the responsibility of the
Company's management. Our responsibility is to express an opinion on these financial statements
based on our audit.

We conducted our audit in|accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether l:he financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An|audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial|statements referred to above present fairly, in all material respects, the
financial position of Firefly Capital, Inc. as of June 30, 2006, and the results of their operations and
their cash flows for the year then ended in conformity with accounting principles genera]ly accepted
in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The mformauon contained in Schedules I, II, III, and IV, is presented for
purposes of additional ana1y31s and is not a required part of the basic financial statements, but is
supplementary information rcqmred by rule 17a-5 under the Securities Exchange Act of 1934.
Such information has been sub}ected to the auditing procedures applied in the audit of the basic
financial statements and, inlour opinion, is fairly stated in all material respects in relation to the
basic financial statements taken as a whole. :

&M 7 dnainian , L
Brace & Sussman, PLLC

Certified Public Accountantg
Londonderry, New Hampshire
August 14, 2006
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FIREFLY CAPITAL, INC.

ha

STATEMENT OF FINANCIAL CONDITION

~ JUNE 30, 2006

ASSETS
Cash and cash equivalents ' g ' ..o T8 230972
Receivable from broker dealers . . : ' " 894,934 -
Deposits with clearing organldzations ' o " 212,464
Rent deposit : ' . ' - 8,550
" Receivable from officers, net of doubtful allowance of $104,734 ' _ 17,501
Deferred taxes ’ - ' S . 47,405
Furniture and equipment at cost, less, | _ ‘ S .
" accumulated depreciation 3f $291,025 S ‘ o _ 15,553
" Total Assets | | ' $ 1427379

LIABILITIES AND STOCKHOLDERS' EQUITY

Accounts payable, accrued expenses, and other liabilities - $ 871,017
Income taxes payable ' © o 659
Total Liabilities | - S 87676
Stockholders’ Equity ' .
| . Common stock, $111.10 par value, shares authorized : S
‘ 90,900, 12,250 issueq and 10,000 outstanding shares _ h n 1,111,000
Additional paid-in-_capitall o , o - 700,855
Retained earnings (deficit) ‘ : S . ' (391,652)
~ Less 2,250 shares of common stock in treasury, at cost 4 o . (80,500)
Total Stockholders' Equity - _ B ‘ 1,339,703
‘Total ‘Stockholders' Equity and Liabilities | L 81413719

The accompanying notes are an integral part of these financial statements.
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Allowance for Bad Debts

FIREFLY CAPITAL, INC.
'NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2006

NOTE 1. SIGNIFICANT ACCOUNTING POLICIES .

Or, gamzatlon and Nature of Business-
The Company was incorporated on December 11, 2000. It.serves as a broker/dealer in securities.
Related commission revenue.and expenses are recorded on a settlement date basis.

leed Assets

Furniture and eqmpment are bemg depreciated using the straight-line method over their esumaled

“useful lives, ranging froml| three to seven years For the fiscal year ended June 30, 2006,
' depreuatlon expense was §32, 002 ' ' :

Use of Estimates

The preparation of flnanclzlal statements in conformnty with generally accepted accoumting
principles requires management to make estimates and assumptions that affect the reported

amount of assets and habllmes as of the date of the financial statements, and the reported amounts
of revenues and expenses durmg the reporting period. Actual results could ditfer from those
estimates. : ' :

The Company considers accounts receivable to be fully collectlble accordmgly, no allowance for
doubtful accounts is reqmrelcl. . , : .

Compensated Absences

- Employees of the Company are entltled to paid vacatlons paid sick days, and personal days off,

NOTE2- NET CAPITAL

depending on the job classification, length of service, and other factors. The accrual cannot be

reasonably estimated, - and| accordingly, no liability has been recorded in the accompanying
financial statements. The Company’s policy is to recogmze the costs of compensated absences

- -when actually paid to employees

"As a broker dealer, the ('Ijompany is subject to the Securities -and Exchange Commission’s
-regulations and operating. guldelmes which require the-Company to maintain a specified amount

of net capital as defined, i‘and a ratio of aggregate indebtedness to net capital as derived, not -
exceedmg 15to 1. The Company s net capital as computed under 15¢3- 1, was $1,250,538 at June

.30, .2006, which exceeded |requlred net capital of $5,845 by $1, 244 693. The ratio of aggregate -

1ndebtedness to net capltal at June 30, 2006 was 7. 0%
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FIREFLY CAPITAL, INC.
NOTES TO FINANCIAL STATEMENTS (Continued)

JUNE 30, 2006

NOTE 3- TAXES ON INCOME

Taxes on income consist of the following:

Federal . State . - Total
. Current - L | -3, o - - $5794 $ 5,794
Deferred - S (26,665) C (15.473) C v _{42138)
' $ (26,665 ‘ o 300679 - $(36344)

. Deferred income taxes arise from temporary differences resulting from income and expense items

reported for financial accounting and tax purposes in different periods. Deferred tax assets are
recorded to reflect deductible temporary differences and operating loss carryforwards while
deferred tax liabilities are recorded to reflect taxable temporary differences. Net-operating loss
carryforwards from prior years were used to reduce current taxable income to zero. The
remaining NOL carryforwar'd available to offset future earnings as of June 30, 2006 was $18,679.
In the prior year, deferred Ulix assets of $139,847 were net of a valuation allowance of $134,580
due to the uncertainty of realizing those deductible temporary differences. During the current
year, payments on previourlaly doubtful receivables reduced the uncertainty and the balance of
deferred tax assets as of J une 30, 2006 was not subject to a valuation allowance. Thls change In
the valuatlon allowance created a deferred tax beneﬁt for the cuirent year '

NOTE 4- RELATED PARTY TRANSACTIONS

The ofﬁcers of the Company advanced themselves money durmg prior years.- The Company has
entered mto a formal agreement with the officers to repay these advances at year-end. The
agreement does not state an !mterest rate; however it does state that if the loan goes into default,
interest will be accrued at the applicable Federal rate, from the beginning note date to the default

) : ] . . . .
date.” It is expected that these advances will continue to be repaid through bonuses in the next two

. years. An allowarice for doubtful accounts was established due to the repayments having been

contingent upon these contu%ued bonuses. As the loans are repaid the balance in both the loan and
allowance accourts will be reduced The balance due.as of J une 30 2006 was $122 235 with an
allowance for doubtful collectlon of $104,734. A : ;

 The Coinpany’s parent corporation leases the office.space that the Company uses and has the

ability to influence the cos_;ts'allocated to each entity. During the year ended June 30, 2006, the
Company was provided services by its parent and some costs were incurred by the parent on the
Company'’s behalf. ‘In accorfiance with the expense sharing agreement between the Company and
its parent, the Company is not charged for services provided by the parent, and is released from
any liability relating to costs|incurred by the parent on behalf of the Company.



FIREFLY CAPITAL! INC.
NOTES|TO FINANCIAL STATEMENTS (Continued)

* JUNE 30, 2006 .

NOTE 5- CONCENTRATION OF CREDIT RISK

The Company is engaged in various trading and brokerage ‘activities with counterparties. In the
event counterparties do not [fulfill their obligations, the Company may be exposed to risk. The
risk of default depends on the credit worthiness of the counterparty or issuer of the instrument. It
is the Company’s policy tolreview, as necessary, the credit standing of each counterparty with
which it conducts business. : o o '
At various times during the fiscal year, the Company’s cash in bank balances exceeded the

Federally insured limits. At June 30, 2006 the Company’s umnsured cash . balances totaled
$130,972. ' : :

NOTE 6- STOCKHOLDER’S EQUITY

Common Stock — The Company’s Board has authorized the issuance of up to 90,909 shares of
$111.10 par value common stock, of which 10,000 shares were outstandmg and 2,250 shares were

" held in treasury as of June 30 '2006.

NOTE7- -REORGANIZATION .

On December 21, 2004 the Company (operatmg company) reorganized its corporate structure as a

.subsidiary of Firefly Holdin gs Inc. (a Delaware holding company). Shareholders of the Company

exchanged all of their shares for Firefly Holdings, Inc share for share. The reorganization resulted
in the Holding Company becoming the parent company, owning 100% of, the.Operating

Company. The preferred stock of Firefly Capital, Inc. was converted to common stock and after " °

the conversion all common stock was reverse split at the ratio of one share of new common stock

" for 220 shares of existing co:rnmon stock of the Operating Company. After the conclusion of the
foregomg transactions there are 10, OOO shares of common stock outstandmg




