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OATH OR AFFIRMATION

i, Donald J. Lemek, affirm that, to the best of my knowledge and belief the accompanying consolidated financial statements and
supplementary information pertaining to the firm of Isaak Bond Investmenis, Inc. and Subsidiary, as of and for the year ended June
30, 2008, are true and correct. | further affirm that neither the Company nor any stockholder, principal officer or director has any

proprietary interesi in any account classified solely as that o

This report** contains (check all applicable boXes).
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Statement of Financial Condition.

Statement of [ncome (Loss).
Statement of Cash Flows.
Statement of Changes in Stockholders' Equity or Partners’ or Sole Proprictor's Capital.
Statement of Changes in Liabilities Subordinated 1o Claims of Creditors.
Computation of Net Capital.

Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
Information Relating to the Possession or Control Requirement under Rule 15¢3-3.

A Reconciliation, Including Appropriate Explanation, of the Computation of Net Capital Under Rule i5c3-1 and
the Computation for Determination of the Reserve Requirements Under Exhibit A 15¢3-3.

A Reconciliation Between the Audited and Unaudited Statements of Financial Condition with Respect to
Methods of Consolidation.

An Oath or Affirmation.
A Copy of the SIPC Supplemental Report.

A report describing any material inadequacies found to exist or found to have existed since the date of the
previous audit,

Independent accountants’ report on internal conirol.

**Fur conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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INDEPENDENT AUDITORS' REPORT

Board of Directors
Isaak Bond Investments, Inc. and Subsidiary
Denver, Colorado

We have audited the accompanying consolidated statement of financial condition of Isaak Bond
Investments, Inc. and Subsidiary as of June 30, 2008, and the related consolidated statement of income,
changes in stockholders' equity, changes in liabilities subordinated to claims of general creditors, 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 consolidated financial statements are the responsibility of the
Company's management. Qur responsibility is to express an opinion on these consolidated 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 consolidated financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the
consolidated 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 consolidated financial statements referred to above present fairly, in all material
respects, the financial position of Isaak Bond Investments, Inc. and Subsidiary as of June 30, 2008, and
the results of their operations and their 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 consolidated financial
statements taken as a whole. The information included in the accompanying schedule is presented for
purposes of additional analysis and is not a required part of the consolidated 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 consolidated
financial statements and, in our opinion, is fairly stated in all material respects in relation to the
consolidated financial statements taken as a whole.

Ww@’@ ,&uw + /MW pC.

Ehrhardt Keefe Steiner & Hottman PC

August 29, 2008
Denver, Colorado
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ISAAK BOND INVESTMENTS, INC. AND SUBSIDIARY

Consolidated Statement of Financial Condition
June 30, 2008

Assets

Assets
Cash and cash equivalents
Due from clearing broker and dealers
Interest receivable
Due from officer
Other receivables
Securities owned, substantially pledged as collateral for amounts due to
clearing broker
Cash surrender value of life insurance, net of policy loan of $135,063
Property and equipment, net of accumulated depreciation of $197,113
Other assets

Total assets

Liabilities and Stockholders' Equity

Liabilities
Due to clearing broker, collateralized by securities owned
Commissions payable
Accrued expenses
Subordinated debt
Total liabilities

Commitments and contingencies

Stockholders' equity
Common stock, $1 par value; authorized 50,000 shares;
issued and outstanding 45,805 shares
Additional paid-in capital
Retained earnings
Total stockholders' equity

Total liabilities and stockholders' equity

See notes to consolidated financial statements.
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$ 228,781
16,027

19,384

163

103,690

3,649,486
67,430
19,065

155.255

§ 4250281

$ 2,815,868
104,683
30,393

461,000
3.411.944

45,805
476,939

324593
47337

g 425928]
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ISAAK BOND INVESTMENTS, INC. AND SUBSIDIARY

Consolidated Statement of Income
For the Year Ended June 30, 2008

Revenues
Net trading gains and commissions
Interest
Total revenues

Expenses
Employee compensation and benefits
Interest
Clearing charges
Occupancy and equipment rental
Other operating expenses
Total expenses

Net income

See notes to consolidated financial stalements.
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$ 1,927,490
156.111
83.60

1,326,001
203,338
120,901
104,415
319,132

2,073,787

b 9.814
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ISAAK BOND INVESTMENTS, INC. AND SUBSIDIARY

Consolidated Statement of Changes in Stockholders’ Equity
For the Year Ended June 30, 2008

Additional Total
Common Stock Paid-in Retained  Stockholders'
Shareg Amount Capital Eamings Equity
Balance - June 30, 2007 45805 % 45805 $ 441354 § 314779 $§ 801,938
Contribution of capital - - 35,585 - 35,585
Nel income - - - 0814 9.814

Balance - June 30,2008 45805 § 45805 $ 476939 $ 324503 § 847337

See notes to consolidated financial statements.

-4-
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ISAAK BOND INVESTMENTS, INC. AND SUBSIDIARY

Consolidated Statement of Changes in Liabilities
Subordinated to Claims of General Creditors
For the Year Ended June 30, 2008

Subordinated liabilities at June 30, 2007 ‘ $ 561,000
Payments during the year (100.000)
Subordinated liabilities at June 30, 2008 461

See notes to consolidated financial statements.

-5-
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ISAAK BOND INVESTMENTS, INC. AND SUBSIDIARY

Consolidated Statement of Cash Flows
For the Year Ended June 30, 2008

Cash flows from operating activities
Net income
Adjustments to reconcile net income to net cash provided by
operating activities
Depreciation and amortization
Cash surrender value of life insurance
Changes in assets and liabilities
Due from clearing broker and dealers
Interest receivable
Other receivables
Securities owned
Other assets
Due to clearing broker
Commissions payable
Accrued expenses

Net cash provided by operating activities

Cash flows from investling activities
Due from officer
Purchase of equipment
Net cash provided by investing activities

Cash flows from financing activities
Payment on subordinated debt
Contribution from officer

Net cash used in financing activities

Net increase in cash

Cash - beginning of year

Cash - end of year
Supplemental disclosure of cash flow information:

Cash paid for interest for the year ended June 30, 2008 was $203,338.

See notes to consolidated financial statements.
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3 0,814

18,046
(38,380}

5,279
14,819
(36,163)
4,280,447
(40,180)
(4,121,656)
79,518
(1,880)

— 150,850
160664

76,106
(1.998)
68.108

(100,000)

— 33585
(64.415)

173,357

55,424
$ 228 781
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ISAAK BOND INVESTMENTS, INC. AND SUBSIDIARY

Notes to Consolidated Finauncial Statements

Note 1 - Description of Business and Summary of Significant Accounting Policies

Isaak Bond Investments, Inc. and Subsidiary (the Company) is a Colorado corporation established on
March 1, 1977. The Company is registered as a broker-dealer under the Securitics Exchange Act of
1934 and is a member of the Financial Industry Regulatory Authority (FINRA). The Company's
primary operation is proprietary trading of municipal bond securities. The Company's wholly-owned
subsidiary, Funds Management Corp. (Management Corp.) has been dormant for several years.

The Company operates under the provisions of Paragraph (k)(2)(ii) of rule 15¢3-3 of the Securities
Exchange Act of 1934 and, accordingly, is exempt form the remaining provisions of that rule.
Essentially, the requirements of Paragraph (k)(2)(ii) provide that the Company clear all transactions on
behalf of customers on a fully disclosed basis with a clearing broker-dealer, and promptly transmit all
customer funds and securities to the clearing broker-dealer. The Company's clearing broker was
National Financial Services LLC (National Financial) through May, 2008. In June, 2008, the Company
changed its clearing broker to Southwest Securities, Inc. (Southwest Securities). Southwest Securities
(and formerly National Financial) carries all of the accounts of the customers and maintains and
preserves all related books and records as are customarily kept by a clearing broker-dealer.

Principles of Consolidation

The accompanying consolidated financial statements include the accounts of Isaak Bond Investments,
Inc. and its subsidiary, Management Corp. All intercompany accounts and transactions have been
eliminated in consolidation.

Cash and Cash Equivalents

The Company considers all highly liquid instruments purchased with an original maturity of three
months or less to be cash equivalents. The Company continually monitors its positions with, and the
credit quality of, the financial institutions it invests with.

Due from Clearing Broker and Dealers and Other Receivables

Due from clearing broker and dealers are recorded as trades are executed on a trade date basis. The
Company has not provided a reserve for uncollectible accounts, as management believes all receivables
are fully collectible.

Property and Equipment

Property and equipment is stated at cost. Depreciation is provided utilizing straight-line and
accelerated methods over the estimated useful lives for owned assets, ranging from 3 to 7 years.

Clearing Deposit and Oiher Assets

Other assets includes $50,000 deposited with Southwest Securities to offset certain risks assumed by
Southwest Securities, related to the clearing and settling of securities and cash transactions on behalf of
the Company.
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ISAAK BOND INVESTMENTS, INC. AND SUBSIDIARY

Notes to Consolidated Financial Statements

Note 1 - Description of Business and Summary of Significant Accounting Policies (continued)

Concentrations of Credit Risk

Financial instruments, which potentially subject the Company to concentration of credit risk, consist
principally of cash and securities owned. The Company places its temporary cash investments with
what management believes are high-credit, quality financial institutions. Securities owned consists
primarily of municipal bond securities invested in a diversified portfolio of municipal bond positions.

Securities transactions are initiated on a fully disclosed basis with Southwest Securities (and formerly
National Financial). Under the terms of the clearing agreements, the Company is ultimately
responsible for the executing of transactions and the contractual obligations thereunder. In conjunction
with the clearing brokers, the Company seeks to control the risks of activities and is required to
maintain collateral in compliance with various regulatory and internal guidelines. Compliance with the
various guidelines is monitored daily and pursuant to such guidelines, the Company may be required to
deposit additional collateral or reduce positions when necessary.

The Company is engaged in various trading and brokerage activities where counterparties primarily
include broker-dealers, banks and other financial institutions. In the event these counterpartics do not
fulfill their obligations, the Company may be exposed to risk. The risk of default depends on the
creditworthiness of the counterparty or issuer of the instrument. It is the Company's policy to review,
as necessary, the credit standing of each counterparty with which it conducts business.

Market risk arises due to fluctuations in interest rates and market prices that may result in changes in
the values of trading instruments. The Company manages its exposure to market risk resulting from
trading activities through its risk management function. Risk reports are reviewed daily by
management to mitigate market risk.

As of June 30, 2008, three investments accounted for approximately 53% of the carrying amount of
securities owned.

Derivative Financial Instruments

Derivative financial instruments used for trading purposes are carried at fair value. These derivative
instruments consist principally of future contracts to purchase or sell government securities. Fair
values are based upon quoted market prices. Fair value of those financial instruments are recorded in
securities owned or due to clearing broker, as appropriate. Unrealized gains or losses resulting from
these financial instruments are recorded in trading revenues.

Fair Value of Financial Instruments

The carrying amounts of financial instruments including cash and cash equivalents, due from clearing
broker and dealers, receivables, other assets, commissions payable, and accrued expenses approximate
fair value because of the relatively short maturity of these instruments.
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ISAAK BOND INVESTMENTS, INC. AND SUBSIDIARY

Notes to Consolidated Financial Statements

Note 1 - Description of Business and Summary of Significant Accounting Policies (continued)

Revenue Recognition and Securities Owned

The Company recognizes revenue relating to proprietary securities transactions and commission
income and expense related to customers' securities transactions on a trade date basis. Municipal
securities owned and investment securities are valued at fair value based on quoted market prices with
the resulting net unrealized gains and losses included in eamings of the current period.

Income Taxes

The Company recognizes deferred tax liabilities and assets based on the differences between the tax
basis of assets and liabilities and their reported amounts in the financial statements that will result in
taxable or deductible amounts in future years. The Company's temporary differences result primarily
from net operating losses.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities, disclosures of contingent assets and liabilities at the date of

"the financial statements and the reported amounts of revenues and expenses during the reporting

period. Actual results could differ from those estimates.

Note 2 - Due to Clearing Broker

The Company clears its proprietary trades through another broker-dealer. The Company is required to
maintain inventory reserves and other collateral accounts with the Company’s broker with a balance at
all times equal to or greater than the margin requirement on the underlying securities. At June 30,
2008; the Company maintained approximately $786,000 in these accounts. This amount is netted
against the amount payable to the broker-dealer. This payable is collateralized by securities owned by
the Company. The Company meets all margin requirements, as determined by the clearing broker, as
of June 30, 2008.

Note 3 - Commitments and Contingencies

Operating [eases

The Company leases facilities and equipment under non-cancelable operating leases. Rent expense for
these leases was $78,320 for the year ended June 30, 2008,
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ISAAK BOND INVESTMENTS, INC. AND SUBSIDIARY

Notes to Consolidated Financial Statements

Note 3 - Commitments and Contingencies (continued})

Operating Leases (continued

Future minimum lease payments under these leases are approximately as follows:

Year Ending June 30,
2009 h) 38,480
2010 6413

s 44.893

Litigation
In the normal course of business, the Company is party to litigation from time to time. The Company

maintains insurance to cover certain actions and believes that resolution of such litigation will not have
a material adverse effect on the Company.

Note 4 - Subordinated Debt

The borrowings under subordination agreements at June 30, 2008 are owed to the majority stockholder
as follows:

Interest at prime plus 2% (7% at June 30, 2008), $100,000 due
October 31, 2008, $100,000 due March 31, 2009, and $261,000
due May 31, 2009. 461.00

For the year ended June 30, 2008, interest expense related to the subordinated debt was $45,462.

The subordinated borrowings are unsecured and are covered by agreements approved by FINRA (and
formerly the National Association of Securities Dealers, Inc.) and are thus available in computing net
capital under the Securities and Exchange Commission's uniform net capital rule, To the extent that
such borrowings are required for the Company's uniform net capital requirements, they may not be
repaid.

Note 5 - Emplovee Benefit Plan

The Company's 401(k) profit sharing plan covers substantially all full-time employees. The Company’s
contributions to the plan are determined annually by the Board of Directors and vest over a period from
2 to 6 years of service. In addition, the Company has a discretionary match of up to 6% of employee
salary deferrals. Employer contributions to the plan were $3,709 for the year ended June 30, 2008 and
are included in employee compensation and benefits in the consolidated statement of income.

-10 -
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ISAAK BOND INVESTMENTS, INC. AND SUBSIDIARY

Notes to Consolidated Financial Statements

Note 6 - Income Taxes

The Company did not provide a current or deferred federal or state income tax provision or benefit for
the period presented because it has experienced an operating loss. In addition, the Company has
provided a full valuation allowance on its deferred tax asset of approximately $72,000 as of June 30,
2008 because of uncertainty regarding its realizability.

As of June 30, 2008 and 2007, the primary components of the net deferred tax assets include net
operating losses and depreciation.

The effective tax rate in 2007 and 2006 differs from the expected federat statutory rate primarily due to
items disallowed for tax purposes, such as penalties, officer’s life insurance premiums, meals and

"entertainment, as well as adjustments related to municipal interest income and related expenses.

Note 7 - Related Party Transactions

One of the Company's customers is a partnership, where the general partner is related to the majority
stockholder. In addition fo providing investment advisory services, the Company performs certain
administrative services for the partnership. For the year ended June 30, 2008, the Company's revenue
earned from this partnership was $28,948. The amount due from the partnership was $103,690 as of
June 30, 2008.

Note 8 - 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 the ratio of
aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1. The rule also provides
that equity capital may not be withdrawn or cash dividends paid if the resulting net capital ratio would
exceed 10 to 1. At June 30, 2008, the Company had net capital of approximately $762,000, which was
approximately $662,000 in excess of its minimum net capital of $100,000. The Company's net capital
ratio was 0.20 to 1. :

211 -
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ISAAK BOND INVESTMENTS, INC, AND SUBSIDIARY

Computation of Aggregate Indebtedness and Net Capital Pursuant to Rule 15¢3-1 of the
Securities and Exchange Commission

June 30, 2008
Net Capital
Stockholders' equity $ 847,337
Additions
Liabilities subordinated to claims of general creditors 461,000
Deductions
Due from officer (163)
Other receivables (118,868)
Property and equipment (19,064)
Other assets (155,255)
Haircuts on securities
Debt securities (203,432)
Other securities (37,207)
Undue concentration (12.649)

Net capital S 161639

Aggregate Indebtedness

Payables
Commissions payable $ 104,683
Accrued expenses and other 43,995
Total aggregate indebtedness § 148678
Computation of Basic Net Capital Requirements
Required minimum net capital §___ 100000
Capital in excess of minimum requirement § 661699
Ratio of aggregate indebtedness to net capital —_ 020

Reconciliation with Company’s computation:

There is no difference from the Company's computations included in its Part IT of Form X-17A-
5 as of June 30, 2008, as amended, and the audited computation above.

-13 -
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL
REQUIRED BY SEC RULE 17A-5

Board of Directors
Isaak Bond Investments, Inc. and Subsidiary
Denver, Colorado

In planning and performing our audit of the consolidated financial statements of Isaak Bond
Investments, Inc. and Subsidiary (the Company), as of and for the year ended June 30, 2008, in
accordance with auditing standards 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 consolidated financial statements,
but not for the purpose of expressing an opinion on the effectiveness of the Company’s intemnal 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 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 the 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 Govemors 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 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 generally accepted accounting principles. Rule
17a-5(g) lists additional objectives of the practices and procedures listed in the preceding paragraph.

-14-
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Board of Directors
Isaak Bond [nvestments, Inc. and Subsidiary

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
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.

A control deficiency exists when the design or operation of a control does not allaw 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 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 entity'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 afl deficiencies in internal contro] 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, as described in the second paragraph of this report, were adequate at June 30, 2008, to
meet the SEC's objectives.

This report is intended solely for the information and use of the Board of Directors, management, the
SEC, the Financial Industry Regulatory Authority, and other regulatory agencies that rely 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.
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Ehrhardt Keefe Steiner & Hottman PC

August 29, 2008
Denver, Colorado
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