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OATH OR AFFIRMATION

PHYLLIS J. BECK
, swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

H & L EQUITIES, LLC , as

of

DECEMBER 31 ,20__ 07 -are true and correct. I further swear (or affirm) that

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

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

This report ** contains
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a1y Public/ Flton County, Georgla oL e s
Qormmissioh Bpires Aug. 19, 2008 T

Notary Publi

(a) Facing Page. I -7 3

(b} Statement of Financial Condition. e f_- -~ .5

(c) Statement of Income (Loss). S

(d) Statement of Changes in Financial Condition, )

(e) Statement of Changes in Stockholders” Equity or Partners’ or Sole Proprictors” Capital.

(f Statement of Changes in Liabilities Subordinated to Claims of Creditors. N/A

(g) Computation of Net Capital.

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

{i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(i} A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule t5c3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

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

(I} An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

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

**For conditions of confidemial treatment of certain portions of this filing, see section 240.17a-3(e}(3).
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INDEPENDENT AUDITOR'S REPORT

To the Members of
H & L. Equities, LLC
Atlanta, Georgia

I have audited the accompanying statements of financial condition
of H & L Equities, LLC, as of December 31, 2007 and 2006, and the
related statements of operations and changes in members' equity and cash
flows for the years then ended that you are f£filing pursuant to Rule 17a-
5 under the Securities Exchange Act of 1934. These financial statements
are the responsibility of the Company's management. My responsibility
is to express an opinion on these financial statements based on my
audits.

I conducted my audit in accordance with auditing standards
generally accepted in the United States of America. Those standards
require that I 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. I believe that my audits
provide a reasconable basis for my opinion.

In my opinion, the financial statements referred to above present
fairly, in all material respects, the financial position of H & L
Equities, LLC, as of December 31, 2007 and 2006, and the results of its
operations and cash flows for the years then ended, in conformity with
accounting principles generally accepted in the United States of
America.

My audits were made for the purpose of forming an opinion on the
basic financial statements, taken as a whole. The information contained
in Schedules 1,2,3 and 4 is presented for the purpose of additional
analysis and is not a required part of the basic financial statements,
but is supplementary information required by Rule 17a-5 of the
Securities and Exchange Act of 1934. Such information has been
subjected to the auditing procedures applied in the audit of the basic
financial statements and in my opinion, is fairly stated in all material
respects in relation to the basic financial statements, taken as a

whole. : M/ 2 /ﬂ, ..

February 18, 2008
Dunwoody, Georgia

1832 INDEPENDENCE SQUARE « SUITE A « DUNA¥OO0DY, GA 30338 » (770) 512-7600 FAX (770) 512-0307



H & L EQUITIES, LLC

STATEMENTS OF FINANCIAL CONDITION

As of December 31,

2007
ASSETS
CURRENT:
Cash 5 43,037
Commissions receivable 101,195
Prepaids 862
S 145,094

LIABILITIES AND MEMBERS' EQUITY

CURRENT LIABILITIES:

35,469
68,750
866

105,085

41,250

63,835

Commissions payable $ 68,217
MEMBERS' EQUITY 16,877
S 145,094

105,085

See accompanying notes to financial statements
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H & L EQUITIES, LLC

STATEMENTS OF OPERATIONS AND CHANGES IN MEMBERS' EQUITY

REVENUES:
Commissions (Note 2)

EXPENSES:
Commissions
Overhead (Note 2}
Professicnal fee
Licenses and registration fee
Insurance
Other
TOTAL EXPENSES
OTHER INCOME
NET INCOME
DISTRIBUTIONS
MEMBERS' EQUITY, beginning of year

MEMBERS' EQUITY, end of year

Year Ended December 31,

2007 2006
$1,207,217 $ 744,375
724,242 446,625
3,079 2,448
4,648 3,992
5,832 8,105
368 380
3,206 1,875
(741, 375) {463,425)
35,000 -
500,842 280,950
(487,800} (256,800)
63,835 39,685
g 16,877 63,835

See accompanying notes to financial statements



H & L EQUITIES, LLC

STATEMENTS OF CASH FLOWS

Year Ended December 31,

2007 2006
CASH FLOWS FROM OPERATING ACTIVITIES:
Net income $ 500,842 $ 280,950
Adjustments to reconcile net income
to net cash flows from operating
activities:
Changes in assets and liabilities:
Receivables {32,445) (63,250}
Prepaids 4 2,284
Commissions payable 26,967 37,950
Net cash flows from operating
activities 495, 368 257,934
CASH FLOWS FROM FINANCING ACTIVITIES:

Member distributions (487,800} (256,800)
INCREASE (DECREASE) IN CASH 7,568 1,134
CASH, beginning of year 35,469 34,335
CASH, end of year S 43,037 S 35,469

See accompanying notes to financial statements

-5-




H & L EQUITIES, LLC

NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF ACCOUNTING POLICIES
ORGANIZATION

The Company, formed on May 30, 2001, operates as a broker-dealer
in the private placements of securities. The Company is registered with
the Securities and Exchange Commission ("SEC"); the Financial Industry
Regulatory Butherity {("FINRA"}; and the states of Georgia, Florida,
Tennessee, North Carolina, Maryland, Oklahoma, Pennsylvania, Texas and
Virginia Securities Commissions. Pursuant to this registration, the
Company must maintain a minimum Net Capital, as defined by Rule 15c3-1
of the Securities Exchange Act of 1934, of $5,000 and is not authorized
to hold securities or funds for customers.

INCOME TAXES

The Company is treated as a partnership for federal income tax
purposes. Consequently, federal income taxes are not payable by, or
provided for, the Company. Members are taxed individually on their
shares of the Company's earnings. The Company's net income or loss is
allocated among the members in accordance with the regulations of the
Company.

REVENUE RECOGNITION

Commission income and the related expense are recorded when the
security 1is purchased or sold.

STATEMENT OF CASB FLOWS

For purposes of the statement of cash flows, the Company considers
all highly liquid debt instruments with an original maturity of three
months or less to be cash equivalents. In 2007 and 2006, the Company
made no income tax or interest payments.

USE OF ESTIMATES

The preparation of financial statements in accordance with
accounting principles generally accepted in the United States of America
requires reliance on accounting information based on estimates which may
or may not come true in the near future.

|
|
\
\
i



H & L EQUITIES, LLC

NOTES TO FINANCIAL STATEMENTS
(CONCLUDED)

NOTE 2 - RELATED PARTY TRANSACTIONS

Overhead expense reflects amounts paid to an affiliate for the
Company's share of overhead expenses in accordance with an expense
sharing agreement.

For 2007 and 2006, all of commissions income related to commissions
earned on cfferings of shares in various Real Estate Investment Trusts
(REITS) administrated by an affiliate.



SCHEDULE 1
H & L EQUITIES, LLC
COMPUTATION OF NET CAPITAL UNDER RULE 15c¢3-1
{Pursuant to rule 15c3-1 of the
Securities Exchange Act of 1934)

DECEMBER 31, 2007

Total members' equity from

the balance sheet . $ 76,877
L.ess non-allowable assets:

Prepaids (862)

Commissions receivable* (32,978)
Haircut (852)
Net Capital S 42,185

* allowable to extent of related commissions payable
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SCHEDULE 2
H & L EQUITIES, LLC
RECONCILIATION QOF NET CAPITAL COMPUTATION
(Pursuant to rule 17a-5(d) (4) of the
Securities Exchange Act of 1934)

DECEMBER 31, 2007

Reported In Reported
Unaudited In Audited
Part II A Financial
Focus Report Difference Statement
Total members'
equity from the
balance sheet S 76,877 $ - $ 76,877
Less non allowable
assets (33,840) - {(33,840)
Haircut {(B52) - {(852)
Net Capital $ 42,185 S - S 42,185



SCHEDULE 3
H & L EQUITIES, LLC

COMPUTATION OF AGGREGATE INDEBTEDNESS AND BASIC
NET CAPITAL REQUIREMENT
(Pursuant to rule 15c¢3-1 of the
Securities Exchange Act of 1934)

DECEMBER 31, 2007

Aggregate Indebtedness

Commissions payable S 68,217
Total Aggregate Indebtedness S 68,217

Total Aggregate Indebtedness to
Net Capital 1.617 to 1

Basic Net Capital Reguirement

Minimum Net Capital reguirement $ 5,000

Net Capital - SCHEDULE 1 42,185

Excess Net Capital S 37,185
-




SCHEDULE 4
H & L EQUITIES, LLC
STATEMENT OF EXEMPTION FROM COMPLIANCE
WITH RULE 15c3-3 AND STATEMENT OF
SUBORDINATED LIABILITIES

YEAR ENDED DECEMBER 31, 2007

STATEMENT OF EXEMPTION FROM COMPLIANCE WITH RULE 15¢3-3

The Company 1is exempt from compliance with rule 15c¢3-3. The
Company does not carry security accounts for customers or perform
custodial functions relating to customer securities. The Company
was in compliance with the conditions of the exemption during the
period of inception through December 31, 2007.

STATEMENT OF SUBORDINATED TLIABILITIES

The Company had no liabilities subordinated to the claims of
general creditors as of December 31, 2007.




SCHEDULE 5

INDEPENDENT AUDITOR'S REPORT ON
INTERNAL CONTROL STRUCTURE

To the Members of
H & L Equities, LLC
Atlanta, Georgia

In planning and performing my audit of the financial statements and
supplemental schedules of H & L Equities, LLC, for the year ended
December 31, 2007, I considered its internal control over financial reporting
as a basis for designing our auditing procedures for the purpose of
expressing our copinion on the financial statements, but not for the purpose
of expressing an opinion on the effectiveness of H & L Equities, LLC’s
internal control. Accordingly, I do not express an opinion on the
effectiveness of the Organization’s internal control.

As required by rule 17a-5(g) (1) of the Securities Exchange Commission (SEC},
I made a study of the practices and procedures followed by the Company
including tests of such practices and procedures that I considered relevant
to the objectives in rule 17a-5(g) in making periodic computations of
Aggregate Indebtedness and Net Capital under rule 17a-3(a) (11l) and for
determining compliance with the exemptive provisions of rule 15c32-3. Because
the Company does not carry security accounts for customers or perform
custodial functions relating to customer securities, I did not review the
practices and procedures followed by the Company in making the quarterly
securities examinations, counts, verifications and comparisons, the
recordation of differences required by rule 17a-13 or in complying with
the requirements for prompt payment for securities under section 8 of
Regulation T of the Board of Governors of the Federal Reserve System.

The management of the Company is responsible for establishing and
maintaining an 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 objective. Two of the objectives of an
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 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.



SCHEDULE 5

INDEPENDENT AUDITOR'S REPORT ON
INTERNAL CONTROL STRUCTURE
(CONTINUED)

Because of inherent limitations in any internal control or the
practices and procedures referred to above, errors 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 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
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. I consider
the following deficiency in internal controls to be a significant
deficiency.

There is an inherent, inadequate segregation of duties, due to the
small nature of the Company.

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. My consideration
cof internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not
necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses. However, I believe the
significant deficiency described above is not a material weakness.



SCHEDULE 5

INDEPENDENT AUDITOR'S REPORT ON
INTERNAL CONTROL STRUCTURE
{CONCLUDED)

I 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 my study, I believe that the Company's
practices and procedures were adequate at December 31, 2007, to meet the
Commission's objective.

This report is intended solely for the use of management, the SEC,'
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 is not intended to be and should not be used

for any other purpose.
* 13, P
{

February 18, 2008
Dunwoody, Georgia
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