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OATH OR AFFIRMATION

1, Philip A. Pendergraft , swear {or affirm) that, lo the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining 1o the firm of

SAH, Inc. us
of December 31 ,2005 , are true and correct. 1 further swear (or affirm) that

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

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

S A G2 0 M

Signature

Executive Vice President

Title

MYERS |3

Notary ngm

ublic, Statg
¥ Commissjon E?(fp-irrixsas
Septembe; 19, 201g

T e e

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

¥ (a) Facing Page.

XA (b) Statement of Financial Condition.

| (c) Statement of Income (Loss).

[ (d) Statement of Changes in Financial Condition.

¥ (e) Statement of Changes in Stockholders® Equity or Partners’ or Sole Proprietors' Capital.

[0 (O Statement of Changes in Liabilities Subordinated to Claims of Creditors.

XA (g) Computation of Net Capital.

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

[T (i) Information Relating to the Possession or Control Reguirements Under Rule 15¢3-3.

O () A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

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

(X (1) An Oath or Affirmation.

O (m) A copy of the SIPC Supplementat Report.

XA (n) Areportdescribing any material inadequacies found to exist or found te 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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BDO Seidman, LLP 700 N. Pearl, Suite 2000
B D O Accountants and Consultants Dallas, Texas 75201-2867
@ Telephone: {214) 969-7007

Y i ———————— |
Fax: (214)953-0722

Report of Independent Registered Public Accounting Firm

Stackholder and Board of Directors
SAH. Inc.
Dallas. Texas

We have audited the accompanying statement of financial condition of SAH. Inc. (the Company). a wholly
owned subsidiary of SAI Holdings. Inc.. as of December 31, 2006, and the related statements of income.
stockholder’s 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 stalements 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 the financial statements are free of material misstatement. An audit includes consideration of internal
control over financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances. but not for the purpose of expressing an opinion on the effectiveness of the Company’s
internal control over financiat reporting. Accordingly. we express no such opinion. 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 bv 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 ali material respects. the financial
position of SAH. Inc. at December 31, 2006. and the results of its operations and its cash flows for the vear
then ended in conformity with accounting principles generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinton on the basic financial statements taken as a
whole. The information contained in Schedule 1 is presented for purpases of additional analysis and is nol a
required part of the basic financial statements, but is supplementary information required by Rule 17a-5
under the Securities Exchange Act of 1934. The schedule is the responsibility of the Company's
management. Such information has been subjected to the auditing procedures applied in the audit of the
basic financial statements and. in our opinion. is fairly stated in all material respects in relation to the basic
financial statements taken as a whole.

Bbo K, L49

Dallas. Texas
February 13, 2007

[RS)




SAH, Inc.
Statement of Financial Condition
December 31, 2006

Assets:
Cash and cash BQUIVAIEILS ..ottt et
OIIT BSSEY oot etetstae e beressar e s e ssetsestons re e e e st eas e et e AeREnE£R R e e AR rAee e bR e et e b e nnr e re st ee et ne s

T T AL ASSETS oottt e e et ettt e e e bbbt st st b e s s s ne s e e e £ SRS et ch s bsr e

Liabilities:
Payable 10 PATEIL ..ot e et T

Stockholder’s Equity:
Common stock, $1 par value, 1,000 shares authorized, issued and outstanding............cccovviercnean.
Additional paid-in CAPILAL ..o s
RELATNEA AETICTE . ooveeeeeeee ettt et stee st eeeaeemean e et et s bereres e sa e s s eanen e e e b s he bR e s sosmnbbs bbb e b e e e e b snree

TOTAL STOCKHOLDER™S EQUITY oottt s

Total liabilities and stockholder’s QUILY ... e

See accompanying notes to financial statements.
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$§ 269,817
33,000

$ 302,817

$ 97,283

1,000
250,929
(46,395)

205,534

¥ 302,817




SAH, Inc.
Statement of Income
Year Ended December 31, 2006

Revenues:

TEIEETESE oo vrveevevsesasseseeeeeeeseeseeeesestssase e ene s e bae st b es s neasssaasentsrsanossabssasen s 2RaRe s e RR e R e T an e me s s s s e e e ber e baarn e nenres $ 10,621
Expenses:

OTHEL EXPEIISES -..tcvviiiitnirniine et a s d RS 64,283
TNEL LOSS o veeseisierseererenseeeseecaseessesaaseb e e s ames saesesbbsaEesebEAaees bt ehees e e S e s Re R s R R e E R bR R R LSRR ed b st er b aen $  (53,662)

See accompanying notes 1o financial statements.
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SAH, Inc.
Statement of Stockholder’s Equity
Year Ended December 31, 2006

Additional Retained
Common Paid-in Earnings
Stock Capital (Deficit) Total
Balance at December 31, 2005 ..o $ 1,000 $ 230,929 $ 7.267 $ 239,196
NEL LOSS coeririererieeeiiererveeeseineeeean e eraa e resrenrensne — — (53,662) (53,662)
Balance at December 31,2006.........ccocovvinns, $ 1,000 $ 250,929 $ (46,395) $ 205,534

See accompanying notes to financial statements.
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SAH, Inc.
Statement of Cash Flows
Year Ended December 31, 2006

Increase (decrease) in cash and cash equivalents

Cash flows from operating activities:

INEE JOBS <o triet it iees it ittt ies et ene s st ese s et sesee s enete sesen e e st e ae b e £ b e s s e e e e g e $ (53,662)
Adjustments for non-cash items:
Write-down of Chicago Stock Exchange membership to fair value ... 64,283
Net cash provided by operating activities ..o 10,621
NEE IICIEASE TN CASH oveieievie e cece et ee et st ete e et e et esaetesesn et e et ns st et e s s aneasenasneerseraerasraneransessanns 10,621
Cash at beginning of YEar ... s e e 259,196
Cash at end Of YEAT ..o $ 2692817

See accompanying notes to financial statements.
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SAH, Inc.
December 31, 2006
Notes to Financial Statements

NOTE 1 - ORGANIZATION AND NATURE OF BUSINESS

SAH, Inc. (SAH or the Company} is a broker-dealer registered with the Securities and Exchange Commission and a
member of the Chicago Stock Exchange. SAH was incorporated on July 26, 2001. SAH has no operations. SAH is
a wholly owned subsidiary of SAI Hoidings, Inc. (SAI) which is in turn a wholly owned subsidiary of Penson
Worldwide, Inc. (PWI).

Penson Financial Services, Inc. {PFSI) is a broker-dealer registered with the SEC, a member of the National
Association of Securities Dealers, Inc. (NASD), and is licensed to do business in all fifty states of the United States
of America. The Company has an agreement with PFSI to clear securities transactions, carry customers’ accounts on
a fully disclosed basis and perform certain record keeping functions. Accordingly, the Company operates under the
exemptive provisions of Securities and Exchange Commission Rule 15¢3-3(k)}(2)(ii).

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Cash and Cash Equivalents - The Company considers cash equivalents to be highly liquid investments with original
maturities at time of purchase of less than 90 days that are not held for sale in the ordinary course of business.

Other Asset — Other asset represents stock in CHX, Holdings Inc. (CHX) which was formerly a seat on the Chicago
Stock Exchange. The carrying value of the stock approximates its fair value. The Chicago Stock Exchange de-
mutualized and, as a result of the de-mutuzalization, the Company received 1,000 shares of stock in CHX. After
monitoring trade activity of CHX shares, the Company determined that the shares were permanently impaired and
wrote them down to their fair value via a $64,283 charge to earnings.

income Tax - The Company is included in the consolidated federal and state returns filed by PWI. Due to the
Company’s insignificant operating income, no separate tax provision has been made by the Company.

Comprehensive Income — Comprehensive income is the change in equity of a business enterprise during a period {from
transactions and all other events and circumstances from non-owner sources, Other comprehensive income includes
foreign cwrency items and minimum pension liability adjustments among other things. The Company did not have
components of other comprehensive income during the year. As a result, comprehensive income is the same as the
reported net income for the year ended December 31, 2006.

NOTE 3 - TRANSACTIONS WITH RELATED PARTIES

The Company’s cash balance is invested in a money market account that is held in the Company’s account with
PFSI.

PESI pays all cxpenses related to the Company’s operations including audit fees and membership fees of the
Chicago Stock Exchange which are estimated to be less than $10,000.

The $97,283 payable to PFSI was the amount paid for the seat on the former Chicago Stock Exchange.




SAH, Inc.
Notes to Financial Statements - Continued

NOTE 4 - NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (SEC Rule 15¢3-1),
which requires the maintenance of minimum net capital and requires that the ratio of aggregate indebtedness to net
capital, both as defined, shall not exceed 15 to 1. At December 31, 2006 the Company had net capital of $167,138
and was $67,138 in excess of its required net capital of $100,000. The Company handled no customer securities or
accounts during the year ended December 31, 2006, and accordingly, is not subject to the requirements under SEC
Rule 15¢3-2. The Company’s ratio of aggregate indebtedness to net capital was (.58 to 1,
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SAH, Inc.
Schedule I -Computation of Net Capital Under Rule 15¢3-1 of the Securities and Exchange Commission

December 31, 2006
Net Capital:
Total StockholAer’S EQUITY.....vveecreccrc et e b 3 205534
Deductions and/or charges:
L T o T U VOV OO PO OO OO PSSOV TSP PO (33,000)
|5 112 11 SR YOO OO YUUPEYOPTIVOTIUPIO (5,396)
INCE CAPIEAL L.t e s 3 1 38
Computation of Basic Net Capital Requirement:
Minimum net dollar net capital required (6-2/3% of total aggregate indebtedness) ... 3§ 6486
Minimum dollar net capital requirement of reporting broker-dealer.........oooviinins $ 100,000
Net capital requirement (greater of above two minimum requirement amounts) .........cocooccoeeene. $_ 100,000
Net capital in excess of required MIMIMUITL ... s § 67,138
Aggregate inAeDEANESS ... 3 97283
Ratio of aggregate indebtedness to net capital ... —0358tol

Statement Pursuant to Rule 17a-5(d)(4)
A reconciliation of the Company’s computation of net capital as reported was not prepared as there are no material
differences between the Company’s computation of net capital included in its unaudited Form X-17A-5 Part 11 and the

computation contained herein.




Independent Registered Public Accounting Firm Report on Internal Control Required
by Securities Exchange Commission Rule 17a-5

Stockholder and Board of Pirectors
SAH, Inc.
Dallas, Texas

In planning and performing our audit of the financial statements of SAH, Inc. (the Company) (a wholly
owned subsidiary of SAI Holdings, Inc.) for the year ended December 31, 2006, we considered its internal
control, including control activities for safeguarding securities, in order to determine our auditing procedures
for the purpose of expressing our opinion on the financial statements and not to provide assurance on internal
control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have made a
study of the practices and procedures followed by the Company, including tests of such practices and
procedures that we considered relevant to the objectives stated in Rule 17a-5(g) in making the periodic
computations of aggregate indebtedness and net capital under Rule 17a-3(a)(11) and for determining
compliance with the exemptive provisions of Rule 15¢3-3. Because the Company does not carry securities
accounts for customers or perform custodial functions relating to customer securities, we did not review the
practices and procedures followed by the Company in any of the following:

(1) Making quarterly securities examinations, counts, verifications and comparisons
(2) Recordation of differences required by Rule 17a-13

(3) Complying with the requirements for prompt payment for securities under Section 8 of Federal
Reserve Regulation T of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates and
judgments by management are required to assess the expected benefits and related costs of controls, and of
the practices and procedures referred to in the preceding paragraph, and to assess whether those practices and
procedures can be expected to achieve the SEC's above-mentioned objectives. Two of the objectives of
internal control and the practices and procedures are to provide management with rcasonable but not absolute
assurance that assets for which the Company has responsibility are safeguarded against loss from
unauthorized use or disposition, and that transactions are executed in accordance with management’s
authorization and recorded properly to permit the preparation of financial statements in conformity with
accounting principles generally accepted in the United States.

Rule 172-5(g) lists additional objectives of the practices and procedures listed in the preceding paragraph.




BDO Seidman, LLP
H BDQ Accountants and Consultants

Y —— |

Because of inherent fimitations in internal controt or the practices and procedures referred 1o above, error or
fraud may occur and not be detected. Also. projection of any evaluation of them to future periods is subject to
the risk that they may become inadequate because of changes in conditions or that the effectiveness of their
design and operation may deteriorate.

Our consideration of internal control would not necessarily disclose all matters in internal control that might
be material weaknesses under standards established by the American Institute of Cenified Public
Accountants. A material weakness is a condition in which the design or operation of the specific internal
control components does not reduce to a relatively low level the risk that errors or fraud in amounts that
would be material in relation to the financial statements being audited may occur and not be detected within a
timely period by employees in the normal course of performing their assigned functions. However. we noted
1o matters involving internal control, including control activities for safeguarding securities. that we consider
to be materiat weaknesses as defined above,

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with the
Securities Exchange Act of 1934 and related regulations. and that practices and procedures that do not
accomplish such objectives in all material respects indicate a material inadequacy for such purposes. Based
on this understanding and our study. we believe that the Company's practices and procedures were adequate
at December 31, 20006. to meet the SEC's objectives.

This report is intended solely for the information use of the Board of Directors. management. the SEC. the
National Association of Securities Dealers. Inc.. and other regulatory agencies that relv on Rule 17a-5(g
under the Securities Exchange Act of 1934 in their regulation of registered brokers and dealers, and is not
intended to be and should not be used by anyone other than these specified parties.

4
B D, LS
Dallas, Texas
February 13, 2007




