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OATH OR AFFIRMATION

L _Thomas Moore _, swear (or affirm) that, to the best of my knowicdge and behief the accompanying hinancial
statemient and  supporting  schedules pertaining to the fum of Balance Sheet Solutions, LLC, as of
December 31 20006, are true and corvect. [ further swear (or affirm) that neither the company nor any partner,
proprictor, principal officer or director has any proprietary interest in any account ¢lassilied solély as that of a
cuslomer, excepl as lollows:
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his teport * comtains {check all applicable boxes):

{a) Facing page.

(b} Statement of Financial Condition.

{c} Statement of Income {Loss).

{d) Statemen: of Cash Flows.

{r) Statement of Changes in Stockbolders’ Equity or Parners' or Sole Proprietor’s Capital,

{1} Statement of Changes in Liabilites Subardinaied to Claims of Creditors.

{z) Computation of Net Capital

(h) Computation for Determination of Reserve Reguiremenis Pursuant to Rele 13¢3-3,

(4) lnformation Relating to the Possession or Control Requirernents Under Rule 15¢3-3.

{i) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule $3¢3-1 and the
Computation for Detenmination of the Reserve Reguirements Under Exhibit A of Rule 13¢3-3.

{k) A Reconciliation between the audited and unaudited Statenenis of Financial Condition with sespect to nrethods of
consolidation.

(1} An Oszth or Affirmation,

(m) A copy of the SIPC Supplemental Repuort.

{n) A rzport describing any maerial inadequacies found to exist or found 1o have existed since the date of the previous audit.

{0) Independent Auditor’s Report on Intermal Control

HOOK O OO0RORKRKEEKEK

¥ For condirions of confidential reannen: of certain portions of this filing, see section 240.1 7a-3e}(3).
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McGladrey & Pullen

Certified Public Accountants

INDEPENDENT AUDITOR'S REPORT

To the Sole Manager
Balance Sheet Solutions, LLC
Warrenville, {llinois

We have audited the accompanying statement of financiat condition of Batance Sheet Solutions, LLC (a wholly
owned subsidiary of Members United Corporate Federal Credit Union) as of December 31, 2006, and the related
statements of operations, changes in member'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 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 the
financial statements are free of material misstalement. 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 opinian.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of Balance Sheet Solutions, LLC as of December 31, 2006, and the results of its operations and its cash flows for the
year 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 opinion on the basic financial statements taken as a whole.
The information contained in the attached schedule is presented for purposes of additional analysis and is not a
required part of the basic financial statements, but is supplementary information required by rule 17a-5 under the
Securities Exchange Act of 1934. 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.
%% / Sy Lt

Minneapolis, Minnesota
February 27, 2007

membss.mh, ann.cuso-1s 08 ac

McGladrey & Pullen, LLP is a member firm of RSM Intemational —
an affilialion of separate and independsant legal entities.




BALANCE SHEET SOLUTIONS, LLC
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2006

ASSETS
|
Cash and cash equivalents $ 176,400 '
Investments 352,779
Receivable from Parent Company 30,542
Prepaid expenses and other assets 134,697
$ 694,418
LIABILITIES AND MEMBER’S EQUITY
Liabilities
Accrued expenses and other liabilities $ 121,400
Tolai liabilities 121,400
Commitments and contingent liabilities
Member's Equity
Contributed capital 600,000
Accumulated deficit (26,982)
Total member's equity 573,018
$ 694,418

The accompanying notes are an integral part of this statement. 2




BALANCE SHEET SOLUTIONS, LLC
STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2006

" REVENUE

Commissions

Marketing fee income from parent company
Service fees

Interest

EXPENSES
Salaries and benefits
Fee expense to parent company
Operations
Professicnal and outside services
Training, travel and communications
Cccupancy
Other

NET INCOME

The accompanying notes are an integral part of this statement.

$

203,020
3,217,152
535,442
13,066

3,968,680

1,777,993
1,391,093
15,138
283,600
115,030
1,500
58,996

3,643,350

$

325,330




BALANCE SHEET SOLUTIONS, LLC
STATEMENT QF CHANGES IN MEMBER'S EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2006

Contributed Accumulated
Capital Earnings (Deficit) Total
Balance, December 31, 2005 $ 600,000 $ (352,312) $ 247 688
Net income 325,330 325,330
Balance, December 31, 2006 $ 600,000 $ (26,982) $ 573,018

The accompanying notes are an integral part of this statement.




BALANCE SHEET SOLUTIONS, LLC
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2006

CASH FLOWS FROM OPERATING ACTIVITIES

Net income $ 325,330
Adjustments to reconcile net income to net cash used in cperating activities:
Increase in investments {153,687)
Increase in receivable from parent company (30,479)
Increase in prepaid expenses and other assets {87,709)
Increase in accrued expenses and other liabilities 19,613
Net cash provided by operating activities 73,068
INCREASE IN CASH AND CASH EQUIVALENTS 73,068
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 103,332
CASH AND CASH EQUIVALENTS AT END OF YEAR $ 176,400

The accompanying notes are an integral part of this statement. 5




BALANCE SHEET SOLUTIONS, LLC
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2006

ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES

Organization: Balance Sheet Solutions, LLC, formerly known as Mid-States Investment Solutions, LLC, (the
Company) was formed on Qctober 10, 2002 as an lllinois limited liability company. The Company is a broker-
dealer and investment advisor registered with the Securities and Exchange Commission (SEC), and is a
member of the National Association of Securities Dealers (NASD). The Company is a wholly owned subsidiary
of Members United Corporate Federal Credit Union {Members United}, formerly Mid-States Corporate Federal
Credit Union {Mid-States). Balance Sheet Solutions’ name change took effect in May 2006, prior to when Mid-
States merged with Empire Corporate Federal Credit Union, to become Members United. The Company offers
securities transaction and non-discretionary investment advisory services to its customers, principally credit
unions and credit union service organizations. The Company is currently engaged as a broker dealer for
corporate debt securities, government and agency securities, and interests in mortgages or other receivables.
The Company also solicits time deposits for financial institutions, principally Members United.

The Company clears its securilies transactions on a fully disclosed basis through JPMorgan Chase Bank. In
conjunction with its clearing role, JPMeorgan Chase Bank is the custodian bank for securities owned by the
Company and also maintains segregated accounts on behalf of the Company's customers. The Company
operates a main office in lllincis, with branch offices in lowa, Minnesota, and New York.

The Company operates under the provisions of Paragraph {(k}(2)(i) of rule 15¢3-3 of the SEC and, accordingly,
is exempt from the remaining provisions of that rule. Essentially, the requirements of Paragraph (k)(2)(i) provide
that a broker/dealer who carries no margin accounts promptly transmits all customer funds and delivers all
securities received in connection with its activities as a broker or dealer, does nol otherwise hold funds or
securities for or owe money or securities to customers and effecluates all financial transactions between the
broker or dealer and his customers through one or more bank accounts, each to be designated as Special
Account for the Exclusive Benefit of Customers of the Company. Broker/dealers operating under the provisions
of (k){(2)(i} are also exempted from the remaining provisions of rule 15¢3-3, including the requirement to make
the reserve compulations under rule 15¢3-3.

As a single-member limited liability company, the Company is a flow-through entity. As such, the income or loss
of the Company flows through to Members United for income tax purpeses.

Use of Estimates in the Preparation of Financial Statements: The preparation of financial statements in
conformily with accounting principles generally accepted in the United Slates of America requires management
to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of
conlingent assets and liabilities at the date of the financial statements and the reported amounts of income and
expenses during the reporting period. Actual results could differ from those estimates.

Securities Transactions and Financial Instruments with Off-Balance-Sheet Risk: Profit and loss arising
from all securities fransactions entered into for the account and risk of the Company are recorded on a trade-
date basis.

Securities owned are recorded at market value using last sales prices on the respective exchanges, with
unrealized gains and losses reflected in income. At December 31, 2006, investments consist of one United
States government security.




BALANCE SHEET SOLUTIONS, LLC
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2006

The Company, under the correspondent agreement with its ¢learing broker, has agreed to indemnify the
clearing broker fram damages or losses resulting from customer transactions. The Company is, therefore,
exposed to off-balance-sheet risk of loss in the event that customers are unable to fulfill contractual obligations.
However, settlement of transaclions is on a delivery versus payment methad.

Commissions: Commissions and related clearing expenses are recorded on a lrade-date basis as securities
transactions occur.

Loss Contingencies: Loss contingencies, including claims and legal actions arising in the ordinary course of
business, are recorded as liabilities when the likelihood of loss is probable and an amount or range of loss can
be reasonably estimated. Management believes there are no such matters that will have a material effect on the
financial statements.

Statement of Cash Flows: The Company considers cash on hand, cash deposits at the clearing organization,
and short-term investments having an initial maturity of three months or less that are not held for sale in the
ordinary course of business as cash and cash equivalents for purposes of the statement of cash flows.

CLEARING AGREEMENTS

In July 2003, the Company entered into a fully-disclosed clearing agreement with JPMorgan Chase Bank (the
Bank) whereby customer accounts are cleared by the Bank. The agreement calls for the Bank to maintain (1) a
separate custody clearing account in the name of the Company to hold securities for the account of the broker,
{2} a general deposit demand cash account linked with the clearing account, and (3) a segregated account titled
“Special Account for the Exclusive Benefit of Customers of Balance Sheet Solutions, LLC™ holding fully paid-for
customer securities for the account of the Company's own customers, as specified in SEC Rule 15¢3-3{k}(2)(i).
At December 31, 2008, the Company had $63,153 in cash on deposit at the Bank.

RELATED PARTIES

Under a Master Services Agreement dated December 31, 2003, and revised on July 1, 2006, the Company, as an
agent for Members United, provides marketing services and introduces financial products te Members United's
members as well as provides certain other investment services. Fee income paid by Members United to the
Company for marketing services performed under the Master Services Agreement totaled $3,217,152 for 2006.

The Master Services Agreement calls for Members United to provide certain corporale support services to the
Company such as telecommunication service, office rental, and treasury and accounting support. The Company
incurred $1,391,093 of expense reimbursement for these support services and costs in 2006.

At December 31, 2006, the Company had cash of $113,247 held in accounts at Members United.

EMPLOYEE BENEFITS

The employees of the Company participate in a 401({k) benefit plan sponsored by Members United. Employee
contributions are matched by the Company at a rate equal to 100 percent of the first 4 percent of the
compensation contributed. In addition, the Board of Directors of the parent company may approve a
discretionary profit sharing contribution for eligible employees annually. Expense for 2006 was $91,537.
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McGladrey & Pullen

Certified Public Accountants

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL

To the Sole Manager
Balance Sheet Solutions, LLC
Warrenville, Illinois

In planning and performing our audit of the financial statements of Balance Sheet Solutions, LLC (the “Company”) as
of and for the year ended December 31, 2006, in accordance with auditing slandards generally accepted in the
United States of America, we considered the Company’s internal control over financial reporting (internal control} as
a basis for designing our auditing procedures for the purpose of expressing our opinion on the financial statements,
but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal control. Accordingly,
we do not express an opinion on the effectiveness of the Company’s 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 consideration of control activities for safeguarding
securities. This study included 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 (or aggregate debits) 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 security 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 and recordation of
differences required by rule 17a-13.

{2) 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 contrel and the
practices and procedures are to provide management with reasonable 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 of
America. Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in internal control or the practices and procedures referred to above, error or fraud
may occur and not be detected. Also, projection of any evaluation of them to future petiods 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.

McGladrey & Pullen, LLP is a member firm of RSM Intemational -
an affilialion of separate and independent Jegal entities.




To the Sole Manager
Balance Sheet Solutions, LLC

A control deficiency exists when the design or operation of a control does not allow management or employees, in
the normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A
significant deficiency is a control deficiency, or a combination of control deficiencies, that adversely affects the
entity's ability to initiate, authorize, record, process, or report financial data reliably in accordance with generally
accepted accounting principles such that there is more than a remote likelihood that a misstatement of the entity’s
financial statements that is more than inconsequential will not be prevented or detected by the entity's internal
control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than a
remote likelihood that a material misstatement of the financial statements will not be prevented or detected by the
enlity's internal control.

Our consideration of internal control was for the limited purpose described in the first and second paragraphs and
would not necessarily identify all deficiencies in internal control that might be material weaknesses. We did not
identify any deficiencies in internal control and control activities for safeguarding securities that we consider to be
material 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 on our study,
we believe that the Company's practices and procedures were adequate at December 31, 2008, to meet the SEC's
objectives.

This report is intended solely for the information and use of the Scle Manager, management, the SEC, the National

Association of Securities Dealers, Inc., and other regulatory agencies that rely on rule 17a-5(g) under the Securities
Exchange Act of 1934 in their regutation of registered brokers and dealers, and is not intended to be and should not

be used by anyone other than these specified parties.
%% S e, | 2o

Minneapolis, Minnesota
February 27, 2007

membss.mn. anr.cuso-f3. 05, ac
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