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A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER:  HOLLOWAY & ASSOCIATES INC. OFFICIAL USE ONLY

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) FIRM L.D. NO.

ONE MILL PLACE, SUITE 101

(No. and Street)

EASTON MARYLAND 21601
{City) {State) (Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TQ THIS REPORT

F DAVID HOLLOWAY 410-822-9500
(Area Cods - Tetephone Number)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Repon*

WALLACE & COMPANY CPAS

(Name = |f individual, state last, first, middle name)

111 N WEST STREET, SUITE D PO BOX 1496 EASTON MARYLAND  21601-1496
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CHECK ONE: ROCESSED
Certified Public Accountant MAR 07 2008
O public Accountant THOMSON '
O Accountant niot resident in United States or any of its possessions. HNANCHAL
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Potential persons who are to respond to the cellection of
SEC 1410 (06-02 information contained Inthla formare not required to respond
(06-02) uniessthe form displays a currently valid OMB contro! number. /&

N\



Feb.1§. 2008 11:52AM No.3945 P. 7
OATH OR AFFIRMATION

[ F _DAVID HOLLDWAY , swear {or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
HOLLOWAY & ASSQCTATES TNC : , as
of DECEMBER 31 ,20 07 . are true and correct. [ further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
zlassified solely as that of a customer, except as follows:

L NTTN

ignatire . ',__r'
cam P \_/"'.-
PRES1DINT L T T
(—) Title - - .f/" 7‘_’_‘
A«,ﬁ o/ L e

T Notary Public @mr&fw@r‘g A47-27 = J . *:-f

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

B (a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

O (d) Statement of Changes in Financial Condition.

Bl (e) Statement of Changes in Stockholders® Equity or Parmers® or Sole Proprietors’ Capital,

Kl (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

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

O (i) Information Relating to the Possession or Control Requirements 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.

O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consclidation,

O () An Oath or Affirmation.

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

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

x (o) Statement of Cash Flows
s+ For conditions of confidential treatment of certain portions of this filing, see section 240.1 7a-5(e)(3}).




HOLLOWAY & ASSOCIATES, INC.
ANNUAL AUDIT FOCUS REPORT

YEAR ENDED DECEMBER 31, 2007



2 111 N. West Streel, Unit D
Wallace & Company, CPA’s 111 N. West Staet, Un
Easton, Maryland 21601
Phone: 410.822.9306

Fax: 410.822.9309

The Board of Directors
Holloway & Associates, Inc.
One Mill Place, Suite 101

Post Office Box 1558

Easton, Maryland 21601-1559

INDEPENDENT AUDITORS' REPORT

We have audited the accompanying statement of financial condition of Holloway & Associates, Inc. as of
December 31, 2007, and the related statements of income, changes in stockholder's equity, the
computation of net capital requirement 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 misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that our audit provides a

reasonable basis for our opinion.

As described in Note 1, the accompanying financial statements, including the net capital computation,
were prepared as required by the Securities and Exchange Commission.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Holloway & Associates, Inc. as of December 31, 2007, 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
awhole. The supplemental information is presented for purposes of additional analysis andis nota
required part of the basic financia! statements, but is supplementary information required by rule 17a-5 of
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 whale.

vellec: 4’#“7, e
Easton, Maryland
February 18, 2008




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART IIA

BROKER OR DEALER

1

HOLLOWAY & ASSOCIATES INC.

N3

LD

b

1.
12.

STATEMENT OF FINANCIAL CONDITION FOR NONGARRYING, NONCLEARING AND
CERTAIN OTHER BROKERS OR DEALERS

as of (MM/DD/YY)

12/31/2007 99

SECFLEND.  8-32650

Allowable

o

200

198
139

Consolidate
Unconsolidate
Total
10,949 (750 ]

10,949

Cash
Recelvables from brokers or dealers:
A, Clearance aceount .....veciennmsesssnssesernareseaes % 295

550

600 | %

8. Other 300 | $
Receivable from non-customers 37,419 355

37,419 830

Securities and spot commodities
owned at market vatue:

A, Exempied SECUTHIES ..o.ccvrvrcrismmrssisansevensersanians
B. Debt SECUMES ..eveerreemeiosessrsnsiassssssnsroseareriesnans
C. Options.
D, Other SECUMLES .ovvervrmererssrssnsmtiansrsrsasssanas

418
419

]
424
430

E. SPOL COMMOGHIES oeerimessmsesesrssn "
Securities and/or other investments
not readily marketable:

A Atcosty § a0

440

B. Al astimated falr valus .......coeiereninscinisneonranas
Securities borrowed under subordination

460 §30

470

{850 ]
860

[e80 |

(890

agreements and partners” individual and capital
securities accounts, at market value:

securities $ | 150 |
B. Other
Socured demand NOLES: ......everrerestiarnnenetsssisssermnnane
Market value of colfateral;

securities § l 170 ]

A. Exempted
securities $ 160
A, Exempted

8. Other
securities $
Memberships In exchanges:
A, Owned, at
market  § 190
B. Owned, at cost

G. Gontributed for use of the company, at

650

900

market vatue
Investment in and receivables from affiliates,
substdiaries and associated partnerships .......cooceinaians

........................

430 870

910

. Property, fumniture, equipment, leasehold

improvements and rights under lease agreements,
at cost-net of accumulated depreciation and
amortization

490 630

ot

920

Other asSets ..ovovnnen. PREPAID. EXPENSES.. 535 7,189 {738

7,189 930

TOTAL ASSETS woneeeeetssssnsssssemsssesssmsen %5 48,368 |5401s 7,189 lnpls

55,557 940

SEE ACCOMPANYING NOTES AND AUDITORS™ REPORT
1

OMIT PENNIES
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART A
BROKER OR DEALER HOLLOWAY & ASSOCIATES INC. asof ___12/31/07
STATEMENT GF FINANGIAL CONDITION FOR NONCARRYING, NONCLEARING AND
CERTAIN OTHER BROXERS OR DEALERS
LIABILITIES AND OWNERSHIE EQUITY
Al Non-A.l
Liabillties Liabilitles Liabllities Tofal
13. Bank 10ANS PaYabld ....coeveremmrearerrersrersomsaasecassisisersens $ 10451 § [1255]% § 470}
14, Payable to brokers or dealers:
A. Clearance account - v 1114 1315 1560
B, OLDBE o ceccrmnrersarrmrrssssnenmsrasesmsssstssss s ssnsusarane %o 1115 1305 154(
15. Payable to non-customers 1155 1355 1610
16. Securiies soid not yet purchased,
81 IATKEL VAL «.cvvor oo ceseecmsisnssressssssmreresssanenatv 1620]
17. Accounts payable, accrued liabilities,
XPENSES AN OUIET evvevseemsearsrmsmssasermsisssseneerssarrensss 6,452 [v208] [1385] 6,452  [1685]
18. Notes and mortgages payable:
2. Unsecured - 1210 1630
B. Secured.. 1211 %, [139m] %, 1700
19, £. Liabilities subordinated o claims
¢f general creditors:
A, 0ash DOIMOWINGS: ..covrremsssssmsinssarenmrsarsriessasares |1400| [1710)
1. from outsidersy $ ["970]
2. Includes equity subordination (15¢3-1{d
o... $ ( [ 980}
#, Securities borowings, at market value ........... [1a10] 1720
from outsiders $ 990
C. Pursuant to secured demand note
collateral aQreements .......coceneieiinnnnmerazeinn [1az0] [1730)
1. trom outsiders $ {1000]
2. Includes equity subordination {15¢3-1{d
of... 5 [1610]
0. Exchange memberships contributed for
use of company, at market value........cocreremnnee [1430] 1740
€. Accounts and other borrowings not
qualified for net capital PUMPOSES -.....vcuemeerarunse 1220 1440} 1750
20. TOTAL LIABILITIES ...oovvrreeemessrsesscssessenmenssirns $ 6,457 11230] § 1450] § 6,452 1760
Qunership Fquity
21. S018 PLOPHBIOTSIID .ovvvvevrsesssnrersssesssnsssssessassssssssnsssssassassasnss banerssissismesss asbssassss esssssssisns OO, 2. 1770
22. Partnership {limited PArNErS) ..o vscronsmmssssnensas W ﬂﬁj) 1780
23, Gorporation:
A, Prefeimed STOCK ....oovrem. e eesesessisne e s ses st smsnatseass spsesanss 1791
8. Common stock.100Q. AUTHORTZED. 1,000
C. Additional pald-In caphtal ...ccovverniriaririmencioarerrnees 7.818 {1783
D. Retained eamings 40,287
B TOR! correeecemeresscrsoromesesesmssss s e ssensnsseessans 49,105 N
F. Less capital SocK IN FEASUIY covvrreeeieressensnncssssssanesascsnsnavess 1796
24. TOTAL OWNERSHIP EQUITY 49,105 1800
25, TOTAL LIABILITIES AND OWNERSHIP EQUITY ...covvvve, 55,557 1810
OMIT PENNIES

SEE ACCOMPANYING NOTES AND AUDITORS' REPORT
2
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART iIA
BROKER OR DEALER HOLLOWAY & ASSOCIATES INC. as of 12/31/017
COMPUTATION OF NET CAPITAL
1. Total awnership equity from SIatement of FINANCIAI CORGIION ..o.v.cvsursmnessissssssmssrssisssss s st ssssssies 9 49,105 480
2. {educt ownership equity not allowable for Net Gapital ......... Y )| 3490
3. Total ownership equity qualified lor Net Capltal ................ 49,105 3500
4, hdd:
A, Liabilities subordinated to claims of general creditors allowable in computatlun of net ¢apital 3520
f. Other {deductions) or allowable credits (LIS} .....ccoecriens 3525
5. Votal capital and allowable SUDOFHINALEd NADITUES .ovvvv.srssssereeseerssesss e srssssisssnresmssssars s st s s bbb $ 49,105 3530
6. Deductions and/or charges:
A, Total non-allowable assets from v
Statement of Financial Condition (Notes B and C) .....couvvvververercese ns 2,189 3540
B, Secured demand note delinQUency ............. 3590
. Commodity futures contracts and spot commodities —
proprietary capital charges riressrensasrenreenersares 3600
1. Other deduclions and/or charges ......... 3610} { 7,189 }[3620
7. 0ther additions and/or allowable Credits (LISL) ..o it sttt st s s s 3630
8. Netcapital before RallCuts On SECUMUES POSTIONS v sseeeeeersssorssmmtans s ssessrs sy s sasr s s amsse b s a8 %8 41.916 3640
9. Halscuts on securities (computed, where appllcable pursuant to 15¢3-1(1}):
A. Contractual securitles commitments ......ocoveerivssenrsinss $ 3660
3. Subordinated securitles BOTOWINGS v reerve e missrsinesssi st 3870
3. Trading and investment securitles:
1, EXEMPLEA SEEUNLES covvvoreresiscsisnsssersinsisnsssssssmessreressssssesssssssntssssansssssesastans msssaasian s e 3735
2. Debt securities . v T fTEK]
% 3. OPUONS «.oooorevsssasmss s snraessresssest s sanenssessrsssns 3730
4. Other securitigs ..... . 734
. Undue Concentration ... " 3650
E. OIRE (LIST  cooosoessscemmrsenesenressmtossasmsasnarasarsimsrs urssans yemsssstssamssnasssusseseas 3736] j[3740]
10, NELCAPHA] corecmareemcrsssssmssenessss s sssssessssssssesesonees $ 41,916 [a750
OMIT PENNIES

SEE ACCOMPANYING NOTES AND AUDITORS' REPORT
3
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART lIA

BROKER OR DEALER HOLLOWAY & ASSOCIATES INC. as of 12/31/07

COMPUTATION OF NET CAP{TAL REQUIREMENT

Part A
14, MENIMUM NE1 CaPIAl (EGUITE (65236 OF B 18) wovvierrsseresnesessasossorsmercos oo 41481 D AR $ 0 [3715)
12, Minimum dollar net capital requirement of reporting broker or dealer and minimur net capltal requirement

of subsidiaries computed in accordance with Note (A) .......... . TR 5,000 _[3758
13. Nat capital requirement {greater of line 11 or 12} ...... $ 5,000 3760
14, EXCESS NELCAPUA! {lIN8 101888 13) corrseeereerrsseseresmssessssssescoessarsssessssessasssessssss sessssossassntons ot s s s esss $ 16,916 | 3770
15. Excess net capital at 1000% (ling 10 1658 10% 0F HNE 193] wouurrrrcrscssmensersmissersssmmiesissriesesssass s srssarsass s ssises wr2 § 41,270 3780

COMPUTATION OF AGGREGATE INDEBTEDNESS

16. Tatal AL labllities from Statement of FINAACIA) CONGINION ....vvuneceesersoreersassssrsssscons sosmssorsss e canrrerereesagsrsanes . $ 6,452 [3r90]
17. Add:

A. Drafts tor Immediate Cradil .o vcvireresmrnsemmsssssmnrincn

B. Market value of securities borrowed for which no equivalent value

is pald or credited......cccemiasicerns .

C. Otherunrecorded amounts (LISE) .........cccvverinicsremionss $ 3830
18. Total aggregate indebtedness $ 6,452 3840
19. Fercentage of aggregate indebtedness to net capital {line 18 + by line 10} B 15.39% 3850
20. Fercentage of deb! to debi-squity total computed in accordance with Rule 1563-1{d) et sssmssnissreniareses % 0.007% 3860

COMPUTATION OF ALTEANATE NET CAPITAL REQUIREMENT
PartB
21, % of combined aggregate debit items as shown in Formula for Reserve Requirements pursuant to Rule 15¢3-3
$ f 3970

prepared as of the date of the net capital computation Including both brokers or dealers and consolidated subsidiaries' debits ..........

22. Winimum dollar net capital requirement of reporting broker or dealer and minimum net capital requirement of
subsidiaries computed In accordance with Note (A)......e.vrsmmmsissssen 3880
23. Net capital requirernent (greater of line 21 or 22) ........ 3760
3810

24, Exeess Capital (N8 10 1BSS 23} ..eomemvceriramssessisarrasssserssarsassa st s sinas s e est i aas s bt s .
25, Net capital in excess of the greater of:
A. 5% ol combined aggregate debit EMS 0 $120,000 .....rrremsuioissssmirmssssiessetiiss st s s s st $ 3920]

NOTES:

{A) The minimum net capital requirement should be computed by adding the minimum dotlar net capital requirement of the reporting broker dealer and, for each

subsidiary to be consalidated, the greater of.
1. Minimum doYar net capital requirement , or
2. 6%% of aggregate Indebtedness or 4% of zggregate debits it altemative method is used.
{B) Do not daduct the value of securities borrowed under subordination agreements or secured demand note covered by subordination agreements not in satistactory form
and the market values of memberships in exchanges contributed for use of company (contra 1o item 1740) and partners’ securities which were included in non-allowable

assets.
(C) For reports filed pursuant to paragraph (d) of Aute 17a-5, respondent should provide a list of material non-allowable assets.

SEE ACCOMPANYING NOTES AND AUDITORS' REPORT
4
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART lIA

BROKER OR DEALER HOLLOWAY & ASSOCIATES INC.

For the perfod (MMODYY) fron,0 10107 [3937te1 23107

Number of menths Included in this statement 12 3931
STATEMENT OF INCOME (LOSS)
REVENUE
1. Commissions:
a. Commissions on transactions in exchangs listed equity securities executed on an exchange $ 3935
b, Commissions on listed option transactions ......... ANNUITIES. ..o ereeminnesrenne %5 333,109 3938
¢. Al other Securities COMMISSIONS .....c.oceveemesersvsscsensissnerons . 3939
d. Total securities commissions .... SRR 3940
2. (ains or losses on firm securities trading accounts
4. From market making In oplions on a natlonal SECUTIteS BXCNANGE .vcuvcurmwmsssessssssmmammman s ssnsras st essbist st st st sesssariss 3945
b. From 2l other trading 3949
c. Total gain (loss) 3950
3. Gains or losses on finm SeCurities INVESTMIEMT BCEOUMS ......icemrsrreresiasienenisstors sanssorsarnsiotibraaserasbdsAns S s Pt e s s b T e 3952
4. Profit (loss} trorm UndErwiting aNd SEIING GOUPS o eveuinr it s ceotsseas e et stamasaaas oo 48t LR 1 bR e T 3955
5. Revenue from sale of investment company shares . MUTUALFUNDS ............................................................................ 53,980 3970
6. COMMOUIEIES [BYEMUE ...veuemsemsrarcoreresirearsrenersisisssansrssrsrssansens 3990
7. Fees for account supervision, lnvestment advisory and administrative services . CONSOLIDATION. BENEELTS...... 35,000 {3975
8. DINET FBYENUE ...erueerssirsnrerarssrsseessesstsonsrarenseoss INTEREST..LNCOME.....cccoomimiciannnas 68 3995
9, TOMAl FEVENUE ....ocomnuureerersrmrnesssiarnns etbevssererasstsesmmeepaereeetd SO ARA R S RRSS RS RS RS ETER RO R RSB RTR TA $ 424,157 4030
EXFENSES
10. Salarles and other employment costs for general pariners and voting stockholder officers ............. - 247,190 4120
11. Other employee compensation and bengfits ........ rtsereeatarsessepeapeeisbisb SRS e ey eSS SRR RS 1 407 4115
12. GCommissions pald t0 OUEr DIOKET-UBAIETS ......vrereresressssremmsssisssrsrssssssarserssanrassssssisntsn S vevererrasen . 4140
13. Interest expense eeeteeseeeeeestsestoemasmesataees et s AR enn b S ARSI PSS APPSR SRR AR PR e s 4075
a. Includes Interest on accounts subject to subordination agreements ...c......cvieeen
14, Regulatory fees and eXpenSes v umeimsssireasssnainss etvererrareats e RSE SRR R 1A E Atk AR SRES R S SRR bR ne e 4195
15. Othet expenses 104,887 4100
16. Total expenses $ 355,470 4200
NET INCOME
17. Income {loss) befare Federal income taxes and items below (tem 9 1888 MBM 16) ..oovmuemreciicsinnn sttt s sestisss e $ 68,678 4210
18. Provislon for Federal income taxes (for parent only) ....covirereres . T 4220
19, Equity in eamings {Josses) of unconsolidated subsidiaries not INCIUGRD BDOVE ..c.uvsirimisimimrssesanesmn sttty 4222
a. Aifter Federal income taxes of 4338
20. EXIF2DIGINATY QNS (I0SSBS) coonvererrrmrmsssressrcrsssressaneerasstirsssamssssssssnans [ 4224]
a. After Federal income taxes of .........
21. Cumulative effect of changes in accounting principles ... 4225
22. Netincom (loss) after Federal income taxes and extraordinary items $ 68,678 4230
MONTHLY INCOME
23. Income {current month onfy) before provision for Federal ingome taxes and extraorainary REMS ...t sssesssssssersaees $ 35,909 [a217]

SEE ACCOMPANYING NOTES AND AUDITORS' REPORT
5
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA

BROKER OR DEALER HOLLOWAY & ASSOCIATES INC.

For the period (MMDDVY) from 010107 123107

STATEMENT OF CHANGES IN OWNERSHIP EQUITY
(SOLE PROPRIETORSHIP, PARTNERSHIP OR CORPORATION}

1. BANCE, DEGINMING Of PEMOH .ocvvurrevrevemsssasmasssenssenresssesserssssstsssusssssstsssssssmsssstassassessssissss spassesssisnsins SR ) 33,510 [4230
A, Netincome (055} vmvereeerns st ettt et 68,678 [4260
B. Additions {Includes non-conforming capital of .....cevvereeeucaca, R, 4% 513,083 Z62]) 4260
C. Deductions (Includes nan-conforming capitat of .............. rrrrer bbb s s $ 42712]) 4270

$ 49,105 _[4290]

2. Balance, end of period (From item 1800) ...eeceivvriiemirivnscrerennens

STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
70 CLAIMS OF GENERAL CREDITORS

3. Balance, beginning of period . oo 4360}
B ITICTBASES ..o eeseenreoseoeseasssssoeesssossssssssessnssessasesscees sttt e 4310]

B DBCTEASES .vvers e eeereseereeereesessseesererosssaresseeecesssssssssseessas s sssss s e siss 58 kb 10 4320]

4. Balance, end of period (FIOM 1BM 3520) ..vvvvrveeesceessrasseeressssons [4330]
OMIT PENNIES

SEE ACCOMPANYING NOTES AND AUDITORS' REPORT
6
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HOLLOWAY & ASSOCIATES, INC.
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2007

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash Received From Commissions $ 410, 646
Interest Received 69
{355, 500)

Cash Paid to Suppliers and Employees
Cash Paid - Advances to Officer {53,082)

NET CASH FROM OPERATING ACTIVITIES S 2,133

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase Fixed Asset $ 0
NET CHANGE IN CASH 2,133
CASH AND EQUIVALENTS AT 12/31/06 8,816
CASH AND EQUIVALENTS AT 12/31/07 5 __ 10,949
Net Profit 68,678
Operating Activities:
Distribution to Sharehoider { 53,082)
(Increase) Decrease in Assets:
Accounts Receivable {13,443
Prepaid Expenses 277
Increase (Decrease) in Liabilities:
Accounts Payable 1,277
Accrued Liabilities (1,574)
TOTAL ADJUSTMENTS 66,545
NET CASH PROVIDED BY OPERATING ACTIVITIES $ 2,133
Non-Cash ltems:
Distributions to Shareholder $ 0
Supplemental Disclosures of Cash Flow Information:
Cash Paid for Interest Expense $ 0
§ 0

Income Taxes Paid (See Notes to Financial Statements)

See Accompanying Notes and Auditors’ Report
7



HOLLOWAY & ASSOCIATES, INC.
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2007

NOTE 1. FORM OF PRESENTATION

These financial statements are presented as the Annual Audited Report Form X-17A-5,
Part lA, as required by the Securities and Exchange Commission. This information is
required of brokers and dealers. Holloway & Associates, inc. holds membership in the
Financial Industry Regulatory Authority (FINRA), and, as such, is also required to file an

annual report with that authority.

NOTE 2. SIGNIFICANT ACCOUNTING POLICIES

Significant accounting policies are as follows:

Property and Equipment

The major groups of equipment consist of:

Machinery and Equipment $ 11,895

Furniture and Fixtures 5,298
16,893

Less Accumulated Depreciation 16,893
' TOTAL $ 0
Depreciation

Depreciation is provided primarily on accelerated methods, including IRS Code Section
179 deductions, used for federal income tax purposes over the applicable iife of the
depreciable asset. All fixed assets have been fully depreciated. Depreciation expense for

2007 was zero.

Income Taxes

The Company has elected to have its income taxed under Subchapter S of the Internal
Revenue Gode, which provides that, in lieu of corporate income taxes, the shareholder i
taxed on his proportionate share of the Company's taxable income. Therefore, a
provision or liability for federal or state income taxes is not included in these financial
statements. In addition, deferred income taxes have not been calculated.

Minimum Net Capital Requirement

Effective July 1, 1994, the Company must maintain minimum net capital of $5,000.

Cash Equivalents

For purposes of the statement of cash flows, the Company considers all highly liquid
investments purchased with a maturity of three months or less to be cash equivalents.



NOTE 2.

NOTE 3.

NOTE 4.

HOLLOWAY & ASSOCIATES, INC.
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2007

SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

e Ah i EmA el h A el A A A A e ]

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 certain reported amounts and disclosures. Accordingly, actual

results could differ from those estimates.

Cash Management

The Company invests its working cash bafances in interest bearing accounts whenever
possible. Cash accounts are adequately covered by FDIC insurance at the end of the

calendar year.

Risk Management

The Company carries commercial general, property, employee, and liabifity insurance
coverage. Insurance needs and coverage are reviewed periodically.

LEASE AGREEMENTS

The Company leases office space under a two-year operating lease, which terminated
July 31, 2007 and was renewed until July 31, 2009. Office rental expense was $15,248

for the year ended December 31, 2007.

The minimum payment obligation under this lease for the next year is as follows:

2008 $ 15248
TOTAL $ 15248
RECEIVABLES

Receivables at December 31, 2007 consisted of:

Commissions Receivable $ 37,419



NOTE 6.

HOLLOWAY & ASSOCIATES, INC.
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2007

RELATED PARTIES

The 100% shareholder of the Company also operates an insurance business as 2 sole
proprietorship. Secretarial setvices are provided to the Company from the sole
proprietorship in exchange for the use of the office space. The Company and the sole
proprietorship share auto and other expenses. Allocations for shared office expenses
have been made between the Company and the sole proprietorship.
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART I1A

BROKER OR DEALER HOLLOWAY & ASSOCIATES INC. asof __12/31/07

EXEMPTIVE PROVISION UNDER RULE 15¢3-3

24. If an examption from Rule 15¢3-1 is claimed, identify below the sectlon upon which such exemption is based {check one only}

A (K1) — $2,500 capital category as per Rule 15¢3-1 ....... X 4550
B. (K}2)(A) — "Special Account for the Exclusive Benefit of customers” maintained 4560

C. (k)(2)(B) — Al customer transactions cleared through another broker-dealer on a fully disclosed basis.
Name of clearing firm, {4335] 4570
4580

D. (K)N3) — Exempted by order of the Commission (INCIUTE COPY OF {BHEM) ceccvmiseuveumerromrssesssnimsssassessnss s s e tes

Ownership Equity and Subordinated Llabliities maturing or proposed to be withdrawn within the next six months
and accruals, (as defined below), which have not been deducted In the computation of Net Capital.

Amount to be

Type of Proposed
Withdrawal or Withdrawn {cash (MMDDYY} Expect
Accrual insider or amount and/for Net Withdrawal or o
(See below Outsider? Capitat Valug of Maturity Renew
for code ) Name of Lender or Contributor {In or Qut) Securities) Date (Yes or No)
% [4660] Fa601] [4602] {4603 4604 [4605)
T [3610] Fas11] [4612] [2613] [ 4614} [4615]
E [4520} [3621] [2522) {4623 {2624 4625
7 [4630) [4631] [4632] [4633] [4634] [4535|
%s I 4641] [ 4641] [4542 | | 4643] [4644] [4645]
Tolal $% 2599}
OMIT PENNIES

Instractions:  Detall Listing must include the total of items maturing during the six month period tollowing the report date, regardiess of whether or not the capital contsibutioniis
expected to be senewed, The scheduls must also Include propesed capital withdrawals scheduled within the six month period {ollowing the report date including
the proposed redemption of stack and anticipated accruals which would cause a reduction of Net Capital. These anticipated accruals would Include amounts of
hanuses, partners’ drawing accounts, taxes, and interest on capital, voluntary contributions to pension or profit sharing plans, etc., which have not been deducted

in the computation of Net Capital, but which you anticlpale will be paid within the next six months.

WITHDRAWAL CODE: DESCRIPTIONS
1. Equity Capital
2. Subordinated Liabilities
3. Accruals

SEE ACCOMPANYING NOTES AND AUDITORS' REPORT
11
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SUPPLEMENTAL SCHEDULE |

HOLLOWAY & ASSOCIATES, INC.
RECONCILIATION OF AUDITED AND UNAUDITED
COMPUTATION OF NET CAPITAL
YEAR ENDED DECEMBER 31, 2007

Net Capital Per Unaudited Focus Report as of 12/31/07 $42,472
Adjustment of Receivables From Non-Customers (Line 355).

Add Additional Commissions Receivable 4,196
Adjustment of Accounts Payable (Line 1205):

Add Accounts Payable Adjustment {4,752}
Net Capital Per Audited Focus Report as of 12/31/07 $41.916

See Accompanying Notes and Auditors' Report
12



SUPPLEMENTAL SCHEDULE Il

HOLLOWAY & ASSOCIATES, INC.
RECONCILIATION OF AUDITED AND UNAUDITED STATEMENT
OF CHANGES IN OWNERSHIP EQUITY
YEAR ENDED DECEMBER 31, 2007

Total Ownership Equity Per Unaudited Focus Report

as of 12/31/07 $44,770
Change in Net Income 13,917
Distributions to Shareholder (9.582)
Total Ownership Equity per Audited Focus Report

as of 12/31/07 $ 49,105

See Accompanying Notes and Auditors’ Report
13
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Fax: 410.822.9309

Board of Directors

Holloway & Associates, Inc.
One Mill Place, Suite 101

Paost Office Box 15659

Easton, Maryland 21601-1559

INDEPENDENT AUDITORS' SUPPLEMENTARY

REPORT ON INTERNAL CONTROL STRUCTURE REQUIRED BY

SEC RULE 17a-5

In planning and performing our audit of the financial statements of Holloway & Associates, Inc. for the year
ended December 31, 2007, we considered its internal control structure, including procedures 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 the internal contro! structure.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission, we have made a study
of the practices and procedures followed by Holloway & Associates, Inc., including tests of such practices
and procedures that we considered relevant to the objectives stated in rule 17a-5(g): (1) making the
periodic computations of aggregate indebtedness (or aggregate debits) and net capital under rule 17a-
3(a)(11) and the reserve required by rule 15¢-3(e); (2) making the quarterly securities examinations,
counts, verifications and comparisons, and the recordation of differences required by rule 17a-13; (3)
complying with the requirements for prompt payment for securities under section 8 of Regulations T of the
Board of Governors of the Federal Reserve System; and (4) obtaining and maintaining physical
possession or control of all fully paid and excess margin securities of customers as required by rule

15¢3-3.

The management of the Company is responsible for establishing and maintaining an internal control
structure 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 internal contro! structure policies and procedures, 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 Commission's above-mentioned objectives. Two of the objectives of an internal
control structure 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 preparation of financial statements in
accordance 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.
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Board of Directors
Holloway & Associates, Inc.
Page 2

Because of inherent limitations in any internal control structure or the practices and procedures referred to
above, errors or irregularities 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 the internal
control structure would not necessarily disclose all matters in the internal control structure that might be
material weaknesses under standards established by the American Institute of Certified Public
Accountants. A material weakness is a condition in which the design or operation of the specific internal
control structure elements does not reduce to a relatively low level the risk that errors or irregularities 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 the assigned functions.
However, we noted no matters involving the internal contro! structure, including procedures 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 Commission 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, 2007 to meet the Commission's objectives.

This report is intended solely for the use of management, the Securities and Exchange Commission, the

New York Stock Exchange, and other regulatory agencies which rely on Rule 17a-5(g) under the
Securities Exchange Act of 1934 in their regulation of registered brokers and dealers, and should not be

used for any other purpose.

(Ml +A,;~7 et

Easton, Maryland
February 18, 2008
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