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B Vlchael 'i‘ Mo(‘n rm-t 5 S v swear (or afﬁrm) that to ‘the best’ of

g netther ‘the company nor any partner p

T

ropnetor pnnclpal officer or drrector has’ any propnetary mterest in any account

-my knowledge ‘and bellef the’ accompanytng ﬁnancra] statement and supportmg schedules pertammg to the firm of.
Hattier, Sanford, & Revrioir. LLP - L n T ¢ - R g ", a's'_ '
of July 31 . L 20 06 are tme and correct l further swear {or aff nn) that .-
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I 3 ugust 22, 2010° : v ENNESSEE P . R
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g N R ggmlgﬁls..'
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INDEPENDENT.AUDITORS” REPORT -

'

. . 1
-1 I v ' .
. o 1 .

We have audlted the accompanymg statement of financnal condltlon of HATTIER'
SANFORD & . REYNOIR ‘LLP, as 'of . July 31, 2006 ‘and the related statements of =~

operations, changes in partners’ capltal ‘and cash flows for the year then ended. that you
are filing pursuant to'rule 17a-5 under the Securltles Exchange Act of 1934, These f'nanclal

statements are the responsnblllty "of -the Company’s management Our responsnblllty 1s to_ X L

express an oplnlon on these ﬁnanclal statements based on our. audlt

VIR - Sy
- . s LRy .- FE !

We conducted our. audlt in accordance With auditing standards genelallj'accepted:in the

Umted States of Amerlca Those standards require that we plan and_perform the audit to ".
obtaln reasonable assurance about whether -the’ ﬂnancnal statements are free’of. materlal_,' :

mlsstatement An.,. audit 1|ncludes examlnlng, on ‘a- test basrs, evidence - supportmg .the

- ROWLAND :&‘CA'RTER_, PLLC : 7953 Su;e Hnlls alvd . s;m. 110 - a;mph;; }.;nam 38133

* Mémbérs of Asierican Institate of Certified Fublic Accountants

amounts and dlsclosures in the financial statéments. An audit also mcludes assessmg the '

accountmg principles- useld and srgmtlcant estimates ‘made- by management -as ‘well- as

evaliating the overall ﬁnanc1al statement presentatlon We belleve that our audlt provrdes '

|
a reasonable basrs for our OpllllOll

In our opmlon, the ﬁnancral statements referred to above present falrlv, in all materlal
respects, the f'nanclal posmon of. HATTILR, SANFORD & REY\'OIR, LLP as of July 31,

2006, and-the- results of its. operatlons and cash. ﬂows for the.year then ended in conformlty_ c

w1th accountmg prmcrples generally accepted in- the Umted States of: Amerlca

Our. audlt was conducted for the purpose of- formmg an opmlon on the basnc ﬁnancnal )
statements asa whole The mformatlon contamed in the accompanymg computatlon of net

capital ‘under rule 15¢3:1 is presented for purposes of additional” analysis., and is not a -
requlred part ‘of the basic|financial statements, but is supplementary 1nformat|on reqmred "
by rule 17a-5 of the Secir ties Exchange Act of 1934. Such information has been- subjected'

to. the audltmg procedures apphed in the audit of the basic finandial statements and; in our

opinion, is fairly stated‘m all; materlal respects m relatlon to the basm ﬁnancnal statements "

1
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SR AR STATEMENT OF FINANCIAL CONDITION LT e e
"‘ B JULY31,2006 T R AT T
o R ‘ ," ‘a : ’ ’::A e 'l o - ‘ P s , | j.'
o Cash and cash equwa]ents B S '308,889 .

. *.. "+ Receivable from elearmg orgamzatlon“ L e st 54444

" " .Securities owned, at market value - T oo LT T 40488

_ Furmture, equipment|and leaséhold 1mprovements, ST T

.7 netof accumulated deprecnatlon and amortlzatlon oL e
L of$81, 814 T LT T P o 84,084

s, Co HoLt e I
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LY N . ‘. d [N — . . . . .

sl

C S

o OtherAssets. R T T S U

. " Deposits . -7 LT T e s 28,059 ¢ 1

" Prepaid expenses L e e e o 33,605 7
Due from related partles S AR A 1 471

"y y ' . + ,'. . . A s I . ! .
[ N - © . . : LA . . 4 -"

R TotalAssets I R ’ Lot e M

Loan payable to clearlng orgamzatlon T T 40,779 -
‘Note payable to bank' C T O L T 64,613 < ..
‘ o Note .payable to msurance company S e e T T 45381
Accounts payable | S P Sl 70,735

SN * Accrued. .expenses and other habllltles STt I S --."55 503

B HDueto relatedparty q .-’ N _ RO _“_ 3553
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;_ l SN HATTIER, SANFORD &REYNOIR, LLP e
S STATEMENT OF OPERATIONS L |
Raals 7., " "FORTHE YEAR ENDED JULY 31, 2006 .-. RS
l : Reveniles - * r P .( 3 ‘
L Commlsswns ST ISR N ; 0 ,-23_.3‘,-5:64 =N
_ l S Net gains.on prmcapa] transactlons - R AP
L@ e mcludmg unrealized gains and losses SRR o : 1°952,447 ,
C Underwrltmg -.-; P R LU S - '307,986. .
l . . . Other securmes revenee e e R LT 67,005 -
e, Loss on dlsposal ofeqmpment e .*-._l ' : " CTh__(2,780) -
| l L Total ReVenues!‘_"'.'-'.'."_ SR P 1558222
' ' ,,‘,‘_-_'Expensés' S 5 ; B K T SR
: l A Reglstered representatwes, compeilsatxon O ' ‘ - 904325
¥ Salary of general partner ;| - :. - e - 156,336
R __Clerlcal and admmlstratlve compensatlon . S - 234 382
' l R Commumcatlons- : j-'ﬂ A 186,960
@ .~ Interest éxpense R, S R 27971
L . Occupancy-and equlpment rental _— R +.100 322"_.' ;
l Regulatory fees and expenses *—.' _ C R ;21,943
L. - Other operatmg expenses B ) 440,029~ .
l e Tgita[,Expenses- RN R ...',.‘=2,072,263- :
. lo ., .‘_ " ‘ 5. ' . . ’__ -. . ' -~
H .. The accompenylng notes are an m_tegfal part of this financial statement. - Se s
. A T ; 'F‘ . ’ ) ' \; -7 nr .

R .
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l Ce et STATEMENT OF CHANGES IN PARTNERS’ CAPITAL LTS
W -_.~ ' FORTHE YEAR ENDED JULY 31 2006 T
| .ll’ ‘r .‘41 ! . ." YT ‘“. ' | ? ’ n; ! - ) : .-: : ‘, e . ) . ' . ‘."‘ '
N T : i ' N S L
l "~ Partners’ Capital at Beginning of Year T e T 386,975 0 -
l ."..." ‘Capital Contributions ~* | - S BRI . .446570 - .
R . . o ) ) M i ey . S e . ‘“'-’ oLt e oL
. . N N - . ..“ . "y * 'm . h ) [ - - \ . . - - >. i
L . 2 ‘u . Sk . Ty o~ . - o - i ,
R D L e S R ' RN s
I ...« /Withdrawals - = -1 | - ) . . C (8,026)
. ' L R s e e o : LT - N . N ] ,'.G- f . o N
I Netl.oss .. - .7 RN RS e Lot oL - {514.046). ¢ - -
. N . R . i . . - R [ . - ¢ o . e e " N \ - »
.l . ) L ’ v - i--" ': 3 i ' N t -' : ” " ) A . : - '- '- - . ’

- EET . f EA v . A . - Y - A L e
i .~ . Partners’ Capital’at End of Year : T . S  M1473.
s ¢ . . " ¢ o e S e
i . . - M N A} -

' " T . o . ‘ b ’ oo - .
) W . R ‘k. _.‘ 1 - .\, « t ' " 1 .- . : M -,- s
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SR The accompanying notes are-an jntegral part of this financial statement T ' .
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%% | STATEMENT OF CASH FLOWS

o w3 FORTHE YEARENDED JULY.31, 2006

- A
" \

HATTIER. SANFORD & REYNOIB, LI';I)"""

Cash Flows from Operatlng Activitiesb I o ‘:} s
cNetLoss . . . .| - Rl e T

Adjustments to reconclle net loss ‘to net
“cash (used) by operatmg actlvmes S

- «Depreclatlon expense LT e

- . Loss'on dlsposal of. eqmpment

R S '(Increase) in recelvable Irom cleanng orgamzatlon

n-

‘Decrease in ‘securities owned
' .. (Increase) in. prepald expenses .
.,..'-Decrease in.due from employées . ‘ o
. (Increase)-in due folrelated partles Tl .
(Decrease) in-loan- payahle to clearlng organlzatlon e
(Decrease) in accounts payable : e L
_. (Decrease) i in ‘acerued | expenses and other llahllltles T
.. ./(Decrease) in underwrltmg payable ' ' L '

Cla e N

Increase in due to related party TN L AT
Lo o Net Cash (Used) by Operat:ng Actlvmes Lo e T

-t -

Cash Fiows from Investmg Actmtles :‘ M . . -

Purchase of property and equlpment E .‘r;( e

Net Cash (Used) by Investmg Actwntles

Cash Flows l'rom Fmancm o Actlvmes
Proceeds for issuance’

Capltal contrlbutlons .

Partner withdrawals. | - ;o R

S Net Cash Provnded by Fmanclng Actlvmes - o
_Net' Decrease in Cash v : '

Cash and Cash Eqmvalents Begmnlng of the Penod v ‘ :

Cash and Cash Equlvalents End of the Perlod h N

Supplemental Cash Flow Informatlon

Interestpald I R T
. Inéome taxes p_ald T - e
. - o, R L ' .,'_‘-:.v; L ) "1.‘ ’L": __. ’,:_‘ ' :
. |t . - e
4 L .
. ! .- o1

' 7 Theaccompanying notes-are an integral part of this financial statement. ,

. ' L A
o)Lt . . PR [ P S
* . . . . . .- :
Lot - B - v .
. 1 R e _5_
. I . E '
. - B P . L
- ’ ! 1
4 -

of notes- p’ay'abie 2 e U ‘ o -
Prmclpal payments on. notes payable T e

T (asmey -
©oelz0r S

SN LT e e

12 285
2,780
(4,297 .

976,482 i+

(23, 256)»-" S
59,726 -
« (1,472) -

..-'1,(975 63

1 (11,400)° &

i (20,468)
L a2y L

.. 3,553

L (695,000) -

A

1(13356) -

. l‘. [73 35@ ) -..‘ ‘. ‘ .o ..

SR TRU N
~(10,176)

DL 446,570 o
.. 442538

W



i-of the Securities Exchange ‘Act of. 1934 and’is a member of the National AsSociation of .
'_'Secuntres Dealers, IncI (NASD) The Company was founded in 1938'in New Orleans,
-Loouisiana. The Company is a reglstered llmlted llablllty partnershlp as prov1ded in ,

."Loulslana Rev1sed Status 9:3431 and 3432 ‘-“.-_' R A

: -.'The Company s prlmary business consnsts of buymg and sellmg as prmclpal varlous '

.

. St . L -y . R
,._ .n.-.-‘-¢y.‘. Ta

e types: -of debt securltles, which include: obhgatlons ‘of the Umted States government;

" Noté 2.— Sumimary of Significant Accountiig Policies =~ © "+ . 1.

o

-j-The financlal statements mclude only those assets, habllltles and results of operatlons e
of the partners whnch relate to the busmess ‘of Hattrer, Sanford &, Reynorr, LLP. No .
provmon has been made for- federal -and. state lncome taxes since. these taxes are the L
; responsrblhty ofthe partners T RS : R

- ’,government agencles, state. and- local governments and. corporatlons The Company

'?ilATTIER SA'NFORlezzREYNOIR,VLLP‘ ' L
S B NOTES TO HNAI;ICIAL STATEMENTSQ R
T S i, JULY.31,2006 ¢ ST )
NOte l—Operatlons andOlganlzatron ‘ -' : " : :
L Nature of'Bu'si'ness‘ - \ n - “. .
The Company.ls a full serv'lce'secu}rltles brol(er dealer ope.ra‘tlng nnder the prov15|on.s e

also acts as agent for customers’in acquiring ‘equities, certificates of deposrt and mutual Lo

zfunds The. Company dperates offices in Louisiana and Tennessee provxdmg servrces to . .
' banks and’ other finaTncIaI 1nst|tut|ons, prlvate orgamzatlons and individuals in the' .
states and surroundmg states in which it; ‘operates,. as- well as, workmg dlrectly w1th._‘
these Iocal and state governments provrdlng funds to them by the underwrltmg of-new- .
|ssues St LR :

. o, .

N ”l. R .
s 1 B F)
- v b

e .
'

B et - W

N b

hl

LR .
PR -~ .

1 ‘e, - :f
T - ¢ .l o Y
. i L] P
. .Use of Estlmates R R ; :
. H i, ‘“. '..... L AT ’, ‘.. E ,77‘ B - :‘_ F .. 7"‘“

‘ The preparatlon of financlal statements in conformlty w1th accountlng prlnclples ;
generally accepted- ln ‘the. United. States ' of America requlres management to make -
' 'estlmates and assumptlons that affect the reported amounts of assets and. llabllltles and " .

Accountingifo'r Part'nership' N ST S R PR A

e -_dlsclosure of contlngent assets and liabilities at.the date of the. financial statements and " o
- reported amounts of revenue and’ expenses dnrlng the reportmg perlod Actual resnlts R

: could dlffer from those estlmates T T

< a0
I

< T
LR v,
[

-6
_ ‘
A . r

o The Company s customer transactlons ‘are- cleared and safekept by Southwest_'-— "
B Secuntles, Inc.. on a fully dlsclosed baSIS Customers funds -and - securltnes are'_- -
i protected to the Ilmlts provnded by the Securltles Investor Protectlon Corporatlon
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T Note g- Sg_mm'ary'of;Siggiﬁcant\‘Acc'ounting Policies - Coritin'ued R R
oo~ . ':. ‘: .#.‘ ‘. ' . -,;‘--'- .'1. ""_"' ;V. R . ”, “ -_ _ .-7'. _ PO ‘- T - - " LTy,
I Securities’Tr‘gns'actions"_f" " ' 7‘”- e

' '.",'. R Gl L. E
. ¥ h 'y

SRR ,-'Purchases and sales of securltles and related commnssnon revenues and expenses are
ok ) recordedonatradedatebasrs. R TP

o ‘Furmture, Eg_lpment an'd Leasehold'lmprovements '-f _ R

;o
. . . . q‘- - r . L v 2 T
¢ o ~ " ’ * el Jl

E Furmture, eqmpment and leasehold lmprovements are stated at . cost, net of
i ;_.;'.accumulated depreclat:on and. are depreclated using- the stralght-lme method over *

- - o~ O e .. .. . R .
. - o ‘ - . . . . o .

- - . . . . + .

[ . .t L

s ‘ L
e . - Y .
n
+

.,

‘expenses, ansmg from securmes offerlngs in': which. ‘the* Company ‘acts~as .an
-underwrlter or: agent. Sales  concessions are recorded on ‘settlement_ date and

- . g . -t Ll rI
> .y - . - . N . . . .
PR . B

:’reasonably determlnable. e L. et PP

o . .- : Sl e - S L
. Statementof‘Cash Flows- -- .0 ..0< o : .

- R For the purposes “of the Statement of Cash Flows, the Company consrders short-term

. . y - Lo .
- . - R .
n n‘ u n -.‘.
. . . } - L
. - -
¢

. L agent in the clearlng and safekeeplng of customers securities transactions. In so domg,
e the Company compensates SWS . per transactlon brokered -and ‘SWS remits
. :-commlssmns, fees. and revenues earned on those transactlons “to the. Company on a

¥ . - B . - A . - -
ot 1 -

-'followmg B Lo N e ST : L
s Unsecured deposu wnth clearlng orgamzatlon _ S0,
L0 _"C(}mmlSSIOIIS, fees and revenues earped -t s 0 . - 4228

o Receivable 'fror‘n clea_ri'ng org'anization T

P ey RS S N SO e e L

..
.
1

[ |

o
..
.

"

-. - : - - - J‘ -
N . 0 4,
.t N - L . .
T
T

4
&
5

" T estlmated useful hves'of three- to ten years Repalrs -and, malntenance are charged to

S 'operat:ons as lncurred L T A B A
o Profits or Losses from Underwriting B A S SR

‘ '«Prof' ts or losses from underwrltlng mclude gams, losses, and fees, net of syndlcate .

TS underwrltmg fees at the time the underwrltmg is- completed and the mcome or loss 1s '

‘ hlghly llqllld 1nvestnlents other than those held for sale lll the ordlnary course of ,' N

busmess to be cash equlvalents DR SRS R PITRNIN
I ' - Noté3-— ReceivableS‘from and Pavables-to.CIearina O'raaﬁizafidn"-

The Company has an agreement w1th Southwest Securltles, lnc. (SWS) ‘to act as lts‘ '

"..monthly basis.- As of lluly 31; 2006 the amount recelvable from SWS consnsted of the -

vy
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Note 3 Recelvables from and Payahles to Clearmg Organlzatlon Contmued

: - The Company was mdebted ona loan payable to SWS in the amount $40 779 as of July' s
"+ 31,2006 for certain securities- purchased for the Company s accouit. “The market value . -
“of securities held as collateral by SWS as of July 31, 2006 was $40, 485. Interest is pald

" monthly to: SWS based on the dally loan balance and amounted to $20 582 for the years IR

endedJuly31 2006 coeen s e D s T AT

Y

SR Note4 Sccurltles Owned : . -

Securltles owned are recorded at market value and any resultlng unrealtzed galns or

. -losses are included i in operatlons. Securlty posntlons as of I uly 31 2006 cons:sted of the -

VL followmg

IR

State and mun‘icip'al obligations -~ .ol USen e .t 40,485
' -fSecurltles pledged as collateral on Ioaus from clearlng orgamzatlons are descrlbed in" -
‘ -‘Note3 L I L A N Lo

[ vl R <. ol -t
,.. . . . .

SR e S B
) : LR * '

Note5 Notes Payable s .:j.':j'-'. B ) g

Note Payable to Bank S '_ EEET ‘ 5. el o ." e :' S

fAt July 31 2006 the Company had a $7S 000 lme of credlt w1th a bank bearmg

. inteérest at the bank's prlme rate (8. 75% as of July 31, 2006). ‘There-was an outstandlng
RN balance of $64 613 as -of July 31, 2006 The lme explres October 31 2006 and 1s
‘.:‘_'iguaranteed by three partners R . L

Lt

f

L)

| :.Note Payable to Insurance Gompany~ PR G Sl | _-.'(:

‘Some of the Company s general busnness msurance pollcles are belng ﬁuanced through

~.an. lnsurance company The policy prcmmms total $16, 970 of whlch, $4,381 “was °

. outstandmg as-of July 31,72006. . The note requlres monthly payments of $1 488
N lncludmg mterest at 10 85%, and matures November 9, 2006 s

-7

Lo
Ay .
y

i Note 6~ L|abll|t|es Suhordlnated to Clalms of General Credrtors Lo o ;.. -
At J uly 31 2006 there were no llabllltles subordmated to clalms of general credltors as’.
determmed under suhparagraph (d)(2) of rule 17-a5 of the Secuntles Exchange Act of
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. —“'Note i '—"Net‘C'a;iital Reqni'rem'entsﬂ' T A

.- e e . i . Lo s roa e
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- ot ‘_.‘

-

The Company is subject to the nnlform net capltal rule (rule 15c3 1) of the Secuntles sl e

. Exchange Act of 1934, whlch reqmres that the Company maintain a ratio of aggregate o
. .indebtedness’ to net- capltal as deﬁned not to exceed 15 to 1. As’ of July 31,.2006, the .

L “Companys net eapltal was $160 232 (1 24 to 1) and’ the requlred net caputal was ;"

"»smoooo T N B T S BRI SR

. - 1 o PR - ’ A .
L4 . - .y . S K . -

-
.

'NoteS—Comm'itments O T

(I : . ..

In the normal coursre of husmess, the Company enters mto when |ssned and‘
B underwrltmg commltments The Company had no when-lssued and nnderwntmg ‘
commltments at July 31 2006 5 oo ' '

- h - ‘ ) N 5 5-
Note9'—Lease'Commitments - Lol ' o

A

The Company leases office space under three operatlng leases, two bemg month-to- )

. month and the third e;xplrmg Februal'y 2007; Tni' addition, the Company leases certam"."'f!’. .

- ofﬁce eqmpment and’ h vehlcle through September _2010 Rent expense totaled $91 755 '
‘ for the year ended July 31 2006 AU - . '

. . . .. .
1 - - . ’.

B ‘_-zFuture mlnlmum lease payments under non-cancelable agreements are as follows

. ‘ Year Endmg IR L S R R L R LR
. u|y3 S T T R . Amount . .
_":_ T .; -."- , : . R . K‘ St '»‘y'.: "V’ - LT --l, :?1_..', .. “ o
-3 R S e feoT T -
~2007-" SR s y S At L. 61922 7L
. 2008 . . SN . TR . B . RN X 66,514 T
Ve 2009 RPN L - (67,342 .
L2000 ’ e e L 2 68 170 <
a B T e L '.- . . . "r’w_—— " s e .
IR 11 § RN ; T 39376
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) Note 10 Concentratlon of Credlt Rlsk

Lo

N

: The Company mamtams 1ts cash and cash equlvalent accounts in certam financlal

institutions- where |the accourits. ‘are msnred by the Federal: Deposnt Insurance

’ Corporatlon up.to. $100,000 per bank:or.up- to $500,000 in investment brokerage
Lo _ firms A(with"a hmlt of - SIOO 000 for cash) by the. Securities Investor Protection - ,'

" Corporation. As'of July 31; 2006, the e Company_ had aPPFOX'ma“"'Y 5197274 in *

I

- s IA. . " l 4 ...-"

B R . N
Ve - .
e LA "

>

-
' .

L excessofthese 1nsur|'ed limits. . -~ A O R T PE :'-
'-Note11"—.‘Rela'ted'Parties" ST N -;lA R =.l_.::; CTRTIEE S | X
SRR ngld-Amerlca Capltal Markets, Inc the Company s ma]orlty partner (See Note 12)~ “.

.7 7 pays various operating expenses ‘on _behalf of the: Company Amounts ‘due to the
e ; partner are remltted monthly ‘The amount due to this related party as ‘of July, 31,
2006 was $3, 553 In addltlon, the Comipany pays various. expenses on: behall of two :

N - B R
. M e -
. - v . " L

L . e

' ...__other entltles related by: common ownershlp Amounts due from these entities are
recelved monthly :The amount due from these related partles as of July 31 2006 “as oo
_ Note 12 Partnershlp Acg_unsmon S “;:' -.'_;'_ .
: ﬂ ) o ;In September 2005 99 70% of the partnershlp was acqulred by Mld-Amerlca '
T Capital Markets, Inc. (MACM) by exchanging’ MACM stock for snbstantlally all of -
o 7 . the partnershlp capltal ‘interest. The remaining. 30% wis spllt eqnally among one
ﬂ [+ 7 “remaining partner and two .new partners The Company has coutmued its. broker - .
oo -+ dealer operatlons under the name of Hattler, Sanford & Reynolr, LLP. !
l; LT - ; . '_.‘. . LN o R .‘_:,’_ I, . . N '
m -"‘ L At the end of the- prevnous perlod the Company was. 2 defendant in a clalm ansmg ey
L out of the ordinary course of 'business. ‘The case- has smce been settled and all
m,- SR ‘ assoclated settlement costs were covered by msurance RN N .
) " ) N -10' ’ . 9 ;. :
' ,(V V.P.: | . : H * -‘ ¢ . - A‘; .4 '
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Ou August 29, 2005 as a result of Hurrlcane Katrma the Company relocated 1ts-:':

headquarter offices to the. State of Tennessee where the: Company ] regustratlon was:

not yet complete. Upon dlscovery in January 2006, the Company. self reported to.the

Department of Commerce and Insurance of the State of Tennessee and adwsed themof -

the clrcumstances and apparent problem wnth its- llcensure in the State of Tennessee. =
-~ On September 20, 2006 the Department of Commerce and Insurance of the State of .
'Tennessee ‘advised the ‘Company of a settlement offer, in lieu of- lnltlatmg a formal -

admlmstratlve actlon, in regards to. certaln transactions occurring "while ‘the Company =

- was. not reglstered as a broker-dealer in Tennessee. ‘The settlement offer ‘includes 4 **
cwnl penalty of'$169, 800 as well as a one—year probatlonary perlod durmg whlch time - ¢
the Company wouldr be requlred ‘to* ineet’ various ‘state_filing requlrements. The:
. Company 1ntends to present a counteroffer ‘and,- -in- addntlon, will. vigotously defend.'.

_itself-in the event the State proceeds ‘with: l‘ormal htlgatlon. Due to the stage: of this:

. matter, management lcan not: accurately predlct the amount or range of potential Ioss, PR

- - if any Accordmgly, no ad]ustment that may result from resolutlon of -this uncertamty-. .

) lmpact on: the Company s i‘ nanclal pOSlthll, operatlons and cash flows

has ‘been made’ in the accompanymg financial _Statements, However, it is at" least'
reasonably possible that an’ unfavorable outcome could have an adverse materlal
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T 'f AR HATTIEB, SANFORD&REYNOIB, LLP - o

3 S COMPUTATION OFNET CAPITAL UNDER RULE 15c31 =

e B JULY31 2006 B o
~Com2utetion of P;let (Ilnp"'itﬂ-_:,'_--:-_;f S E . ’ . T

‘ Total partners’ capltal e n y : 311;473

. Dednctlons and/or charges. 7': i - L o
L Nonallowable assets:: ol e o N U
. '_.' o Furmture, eqmi)ment and leasehold lmprovements Lo _ «"(8'4,3089)':
. A DepOSIts S j D LT . R SR _;q e Ciy(28,059).:

S ‘Prepaid expenses - . oL T T el et 0 1(33,605)
U ** Due from related part:es- LT e (14T

. ¥ . v . e i LA vt ) ot ' P -'.hu.;-- ' P L AL
. e .'} . Lt "'.- 1 '-F'E N - P ' ',-_ * o ‘ " . .' ,"' : . M 1.‘,'_.. ';f ‘ ) -
- : Other dednctlons R T A - _(1.490)
. Net capltal before haircuts on securities positions L L 162;764, P
. Haircuts on securltles.--' ‘ Lo T e .

IR Exempted secuntles L R T TS et (2537)"
SR K Net.capital o 4 ."'?‘f'- LT T L T T e T 160,230
Compntatlon onggregate Indebtedness ST R o

Items 1ncluded in statement of financlal condltlon PR R S SRR
o _Note payable to. bank e P B R
el ."Note payable to msurance company SRR 5‘-'.__-‘, L

- . - < P . . . . 1 - - H - -

. . . - - e e [ - L ou - . 3 . . . <

N ’ . N T . M PR . co - . . . N B . - . "
- .t * . o . . - ' e T . - .

i Lo .
* - Accounts payable o o !‘-: A T S 70,735
!+ - Accrued expenses and other l|ab1ht|es R 55,503
Dne to related party- L Y '{-_'-' IR X 1.
I, ' * h -‘“.- ¢- A. ':-. ’ v - T . P ‘.‘ N l‘.‘b‘
", - . . . ’ ,7- :' . o ] ._' ) e . . . B A R
RS _Total aggregate indebtedness =+~ . .- .., 7 - . - 198,785 .
‘ . S E Tows T L T Lo B N, —
Y I'., . 'hz_ -, . . s - R ‘5}’ r . Y . l, i . " e e .
! 1 4
N S0 T . r p . T ' ; . '.1 ‘
. - - ] . ¥ - L . y s = " -, .
. R S N . o .
* X 1 B - . S, . -~
) ' o - . R,
: b * ‘ . . . e
R “ uel, - e " o . L ,
f'.’,” : I . )| - v o R - e .
K * ! - . . ) ! H . ‘- vV —- ) .
+ * . -
N | ' T - P . } [ K ,
’ ' o~ “ v .
B N ! *y . SN ? - e P . ) . [N - o
4+ L - ' . " , - —: 2 . -
. . . O . - - - . . N I« 1} wy
- > ' "L _'. ; e . -
+ ' a . - N ; , ' " .
l. . ) ’ R - , ." l . ‘ ; .
- ' T . o
] - . ’ 5‘ i B -.1 2:- 1- ] N . . ' f
‘: " , ’ Y ! o K - ' for ' E )
. ‘ . ) . . I i - . ‘;l . “-‘a \ . . N -

: S Tradmg and mvestment securltles. A LT L Sl AU ’
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~ - COMPUTATION OF NET CAPITAL UNDER RULE 15c3 1 SRS

ST T Til i JULY 31, 2006 T s e
b« . : oy » Lo PR . . . .
: I I Computation of Basic Net Capital Requirement R R
N ‘v . - § _‘ : H N "‘ . P . ‘. b . R N : “ _-;‘J - b _’; "rj ;,. Bl )
o -+ 7 .- . Minimiim net capital required e e : )
. . o Lot oL -ty . I
S ',\'_'Excess nét ca_pital PR T o . 60232 -
. M s N i ! ~ S . - " Y lJ.‘. . ..',_'. ". L : .
I k Excess net capltal at 10! 0%- PO SR e oo 140,383
. R Percentage of aggregate mdebtedness to net capltal . .2 124%
.,I T oo -:}- S ‘_w v . SRR v ‘1.. R L -_' -‘ , "y
R ' < . 3 + LB ! \' \“
X RN There ire .no materlal dlfferences between - -the above computatlons and the Company s
| | I correspondmg FOCUS REPORT PART IIA Form X—lTA—S for the above date. e e,
) - t “ e _. . . 0' .. R . e '_. o ~ , ,-.:' ~Tt
. . . :_J . [ : f ’ K . R v s
P - " i . ' " h . - = :-“
D b L e ‘. s T N . , s : N "
fl-l _,:.“‘ . - i - . - ) Sev s K o \ -'-*:2‘ : ‘v N .
l' .:‘ N ; N . N 4 .\ - . . . . v - 4 "';"7" k—j . 4";' . . ) ‘
o M - T , ' . i ' - T ‘.b. ,: b K .J
' - . b - A, - N * - ' . -
i P - LT N L w ; e .
. n T : _.» ! .,‘ . s A (S ' ,“‘ “a - . "'-h
.o ' ¥ . . . R ) a . -
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. Hattier; Sanford&Reyno:r, LLP ‘. SR A L T
s NewOrleans, Louls1ana [ ST
* %", INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL ~ .-

© - REQUIRED BY SEC RULE 17a-5 FOR A BROKER-DEALER
©o . .h% ..., CLAMING AN EXEMPTION FROM SEC RULE 15¢3-3: .~

1

E .ln plannmg and performlng onr audlt of the f'nanc:al statements and supplemental L
- .Schedule of Hattier, Sanford & Reynonr, LLP (the Company) for the year ended July 31,

' .2006 we consndered its 1nternal control, mcludmg -eontrol actlvmes for safeguardlng‘.
" secu rities, in order to’ determme our auditing procedures for the purpose of expressmg our
e o ‘oplnlon on the financlal statements and not to provnde assurance on the mterna[ control B

PP
n U
. .
n e
. .
. P
. :
| m _‘
] .
.
I' B
4 e o

' Also, as requlred by rule 17a-5(g)(1) of the Securrtles and Exchange Commlssmn (SEC), we |
' have made a study of the Jpractices and: procedures followed by the Company including .
" tests of such practices- and procedures that we conS|dered relevant to the objectives statéd °
-in rule 17a—5(g) in makmg the periodic, computatlons -of- aggregate indebtedness. (or '
- aggregate debits) and net capltal under rule l7a-3(a)(11) and for determmmg compllance 2
- with the exemptive. provnslons -of rule 15c3-3 Because the -Company does not , carry | )
j'securmes accounts for Icustomers or perform .custodial, functlons relatmg to customer.
securities, we did not rev1ew the’ practlces and procedures followed by the Company in any _
of the followmg S . : : =
(1) Maklng the quarterly securlt:es eiammatlons, counts; verlficatlons and
. comparlsons, and recordatlon of dlfferences requlred by rule 17a-13 e
(2) Complymg w1th the reqmrements for prompt payment for- securmes under Sectlon
'8 of Federal Reserve Regulatlon T of the Board of Governors of the Federal'.' :
Reserve System - B ' - - B

o ',-The management of the Company is responSIble for estabhshmg and malntalnmg internal
"+ “control.and the practlces ‘and procedures referred to. in the’ precedmg paragraph In -
‘fulfillmg thlS respon5|b|l1ty, estlmates and Judgments by management are requrred to
. * assess’ the expected benefits and related costs of controls' and of - the practices and -
T -procedures referred to in the. precedmg paragraph and to assess whether those practlces
: .~ and procedures can be elxpected to.achievé the SEC’s above-mentloned obJectlves "Two of ...
I -the objectives of - mternal control and the- practices and procedures .are to provnde.‘-r
- management w1th reasonable but not absolute assurance that assets for whlch the Company L

Caa
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has l'ESpOIISlbIllty are: safeguarded agalnst loss from unauthortzed use, or. dlSpOSlthl] and .
' '::that transacttons are - etfecuted in’ accordance wnth management’s authorlzatlon and. . ,
, recorded properly to permit the preparatlon of f' nancml statements in accordance with
S J'accountmg prmclples generally accepted in the Umted States of America. Rule 17a-5(g) :

lists addltlonal objectlves of the practlces and procednres llsted lll the precedmg-r.

[
N Ll .

. S . .

[ . T . . ‘., N
C et C e . - R
Lo gl e . . S

_ Because of mherent Ilmltatlons in‘internal control or the practlces and procedures referred _
 to above, error or fraud n'1ay occur and not be: detected Also, prolectlon of any. evaluatlon
* ~'of them to future perlods is sub_;ect to the risk that they may become: 1nadequate because of-..
‘ changes in condltlons or that the effectiveness of thelr desngn and operatlon may, o
L deterlorate R A, AR ..? 2 ' |

i “
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4.\,_.. et .-..-‘_..-'_ . . - S N s . Lo
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- Our consnderatlon of lnternal control wonld not necessarlly dlsclose all matters in° mternal .
" control that mlght be matenal weaknesses under standards established: by the Amerlcan AR

Instltute of Certifi ed Pubhe Accountants A materlal weakness isa condltlon in which the_ [
'deS|gn or- operatlon of the specnfic mternal control components does not reduce. to-a -
- relatively- low level the: rlsk that error-or fraud in amounts that would be matenal in -
‘relation to the ﬁnanclal statements bemg audlted _may ‘occur and not be detected withina" -

tlmely perlod by employees in the normal course ‘of- performlng thelr assigned functions.

. _However,. we_noted no matters 1nvolvmg mternal control, mcludlng control activities for'l.
: ‘safeguardlng secuntles that we consnder to be matenal weaknesses as deﬁned above.

'.:We understand that practlees and procedures that accompllsh the objectlves referred to m"._f,‘ ’
" the second paragraph -of | this. report are consrdered by the SEC'to be, adequate for its -
- purposes in accordance with' the- Securmes Exchange Act of 1934 and related regulatlons, R

and that. practlces and procedures that do not’ accompllsh such ob]ectlves in ‘all’ material
respects mdlcate a materlal inadequacy for such pnrposes ‘Based on this" understandmg".

" and on our, study, we believe that the Company s practlces and procedures were adequate -
’ ;‘at July 31, 2006 to meet the SEC’s ob]ectlves el e T e ‘

.f "I

- Thls report is: lntended {solely for the lnformatlon and use of management the SEC :
: -Natlonal Assoclatlon of. Securltles Dealers and other regulatory agenc:es that rely on rule‘ -
;17a-5(g) under the' Securltles Exchange Act of 1934 in their regulatlon of registered brokers

‘. .and dealers, and is not 1ntended to be and should not be used by anyone other than these S
' fspecxfied partles -", - » : . B .
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