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OATH OR AFFIRMATION

I, William ], Bradley , swear (or affirm) that, to the best of

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

W.I. Bradley Company Investment Banking/Capital Markets » a8
of _ December 31 ., 2007 , are true and correct. 1 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:
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This report ** contains (check/all aPPIiCable:l_ng('es); 3’..[(:._,.;}?
(a) Facing Page. \ 0“-...,..“ o
(b) Statement of Financial Condition. ’Cvlr!- ‘.5,

(c) Statement of Income (Loss).

{d) Statement of Changes in Financial Conditien.

(¢) Statement of Changes in Stockholders’ Equity or Partners” or Sole Proprietors’ Capital.

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

{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.

() 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.

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

(1) 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.
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**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).

(0} Independant auditors' report
(p) A report on internal control
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INDEPENDENT AUDITORS' REPORT

To the Board of Directors
W.J. Bradley Company Investment Banking/Capital Markets
Denver, Colorado

We have audited the accompanying statement of financial condition of W.J. Bradley Company
Investment Banking/Capital Markets as of December 31, 2007, and the related statements of
operations, changes in stockholder’s equity, and cash flows for the year then ended, that you filing
pursuant to rule 17a-5 under the Securities Exchange Act of 1934. These financial statements are
the responsibility of the Company's management. Qur 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.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of W.J. Bradley Company Investment Banking/Capital Markets 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 a whole. The accompanying information contained in the computation of net capital, net
capital requirement and aggregate indebtedness, 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,

W”%/ C.

Englewood, Colorado
March 28, 2008

RICHEY, MAY & COLLLP® CERTIFIED PUBLIC ACCOUNTANTS AND MANAGEMENT CONSULTANTS
9605 §. KINGSTON CT. @ SUITE 200 ® ENGLEWOOD, COLORADO 80112 = 303/721-6131 mFAX: 303/721-6232



W.J. BRADLEY COMPANY INVESTMENT BANKING/CAPITAL MARKETS
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2007

ASSETS

CURRENT ASSETS
Cash and cash equivalents
Prepaid expenses

Total current assets

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS' EQUITY

CURRENT LIABILITIES
Accounts payable
Total habilities

STOCKHOLDERS' EQUITY
Common stock, no par value, 1,000,000 shares
authorized, 17,000 shares issued and outstanding
Additional paid in capital
Retained earnings (deficit)
Total stockholders' equity

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY

'The accompanying notes are an integral part
of these financial statements.

2

$

53,556
6,750

60,306

$

$

60,306

1,657

1,657

17,000
45,285
(3,636)

58,649

60,306




W.J. BRADLEY COMPANY INVESTMENT BANKING/CAPITAL MARKETS

FOR THE YEAR ENDED DECEMBER 31, 2007

REVENUE
Consulting income

EXPENSES

STATEMENT OF OPERATIONS

Salaries, commissions and benefits

General and administrative
Total expenses

NET INCOME

The accompanying notes are an integral part
of these financial statements.
3

205,000

109,394
44,965

154,359

50,641




W.J. BRADLEY COMPANY INVESTMENT BANKING/CAPITAL MARKETS
STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2007

Retained
Common Stock Paid-In Earnings
Shares Amount Capital (Deficit) Total
Balance, December 31, 2006 17,000 $ 17,000 '$ 45,285 $(27,276) $ 35,009
Stockholder distributions - - - (27,000) (27,000)
Net income - - - 50,641 50,641
Balance, December 31, 2007 17,000 $ 17,000 $ 45,285 '$ (3,635) $ 58,650

The accompanying notes are an integral part
of these financial statements.
4



W.J. BRADLEY COMPANY INVESTMENT BANKING/CAPITAL MARKETS
STATEMENT OF CASH FLOWS _
FOR THE YEAR ENDED DECEMBER 31, 2007

CASH FLOWS FROM OPERATING ACTIVITIES
Net income
(Increase) decrease in -
Prepaid expenses
Increase (decrease) in-
Accounts payable
Net cash provided by operating activities

CASH FLOWS FROM FINANCING ACTIVITIES
Stockholder distributions '
Net cash (used) by financing activities

INCREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS,
BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS, END OF YEAR

The accompanying notes are an integral part
of these financial statements.

5

50,641
1,949

(138)

52,452

(27,000)

(27,000)

25,452

28,104

53,556




W.J. BRADLEY COMPANY INVESTMENT BANKING/CAPITAL MARKETS
NOTES TO FINANCIAL STATEMENTS

A. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization

W.J. Bradley Company Investment Banking/Capital Markets (the “Company”), a2 Colorado
corporation, is a registered broker dealer formed on July 9, 2001. The Company received its
approval as a broker dealer in February 2002. The Company is wholly owned by W.J. Bradley
Company (the “Parent™).

The Company is a registered broker dealer subject to the rules and regulations of the
Securities and Exchange Commission and the National Association of Securities Dealers. The
Company was formed to provide merger and acquisition advisory services in addition to
private placement of debt and equity and private Direct Participation Programs to clients
primarily in the residential mortgage banking industry. The Company does not hold customer
funds or securities.

The Company’s operations are headquartered in Denver, Colorado.

Investment Banking and Advisory Services

The Company earned substantially all of its revenue from investment banking and advisory
services which include private placement, merger-and-acquisition, and valuation assistance
provided under contractual arrangements that generally require clients to pay a non-refundable
deposit, service fees or an agreed-upon fee upon the closing of a transaction. The Company
recognizes non-refundable deposits as revenue when services are delivered or performed over
the term of the arrangement (generally less than 6 months), recognizes service fees as revenue
when the related services are provided, and recognizes transaction fees as revenue when the
underlying transaction is complete.

Concentrations _

During the year ended December 31, 2007, third-party clients accounted for approximately
17% of the Company’s total investment banking and advisory service revenue. In addition,
approximately 85% of the Company’s total investment banking and advisory service revenue
was received from a related entity (Note C).

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 and disclosure 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.

Income Taxes

The Company’s parent company has elected to be taxed as a Subchapter S Corporation under
the Internal Revenue Code. Accordingly, no income tax provision has been recorded in the
financial statements, as all items of income and expense generated by the Company are
reported on the stockholder’s personal income tax return.



W.J. BRADLEY COMPANY INVESTMENT BANKING/CAPITAL MARKETS
NOTES TO FINANCIAL STATEMENTS

A. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)

Advertising
Adpvertising is expensed as incurred.

Cash and Cash Equivalents

For cash flow purposes, the Company considers cash and temporary investments with original
maturities of three months or less, to be cash and cash equivalents. The Company periodically
maintains cash balances in financial institutions in excess of FDIC insurance limits. The
Company evaluates the creditworthiness of these financial institutions in determining the risk
associated with these deposits.

Recently Issued Accounting Pronouncements

In September 2006, the FASB issued SFAS No. 156, Accounting for Servicing of Financial
Assets, an amendment of FASB Statement No. 140. SFAS No. 156 requires an entity to
recognize a servicing asset or servicing liability when it enters into an obligation to service a
financial asset under a servicing contract. All separately recognized servicing assets and
Habilities are to be initially measured at fair value, if practicable. Either the amortization or fair-
value measurement method may be used on subsequent measuring of the separately serviced
assets and liabilities. The financial impact, if any, upon adoption on January 1, 2008 has not yet
been determined.

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurement, which provides
a framework for measuring fair value when such measurements are utilized for accounting
purposes. The framework focuses on an exit price in the principal market accessible in an
orderly transaction between willing market participants. SFAS No. 157 establishes a three-tiered
fair value hierarchy with Level 1 representing quoted prices for identical assets or liabilities in an
active market and the Level 3 representing estimated values based on unobservable inputs.
Under SFAS No. 157, related disclosures are segregated for assets and liabilities measured at fair
value based on the level used within the hierarchy to determine their fair values. SFAS No. 157
is effective on January 1, 2008, and the financial impact, if any, upon adoption has not yet been
determined.

In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets
and Financial Liabilities, including an amendment of FASB Statement No. 155. SFAS No. 159
permits fair value accounting to be irrevocably elected for certain financial assets and liabilities
at the time of acquisition on an individual contract basis or at a re-measurement event date.
Upon adoption of SFAS No. 159, January 1, 2008, fair value accounting may also be elected for
existing financial assets and liabilities. For those instruments for which fair value accounting is
elected, changes in fair value will be recognized in earnings. Fees and costs associated with
origination or acquisition will be recognized as incurred rather than deferred. The financial
impact, if any, upon adoption on January 1, 2008 has not yet been determined.”

In December 2007 the FASB issued SFAS No. 160, Non-controlling Interests in Consolidated
Financial Statements—an amendment of ARB No. 51 which requires an entity to account for
transactions involving non-controlling interests such as change in ownership and
deconsolidating subsidiaries consistently.



W.J. BRADLEY COMPANY INVESTMENT BANKING/CAPITAL MARKETS
NOTES TO FINANCIAL STATEMENTS

A. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Recently Issued Accounting Pronouncements {(Continued)
When a subsidiary is deconsolidated, any retained non-controlling equity investment in the

former subsidiary should be initially measured at fair value.  The gain or loss on the
deconsolidation of the subsidiary is measured using the fair value of any non-controlling equity
investment rather than the carrying amount of that retained investment. It also requires certain
disclosures on the face of the statement of operations. The ownership interests in subsidiaries
held by parties other than the parent be clearly identified, labeled, and presented in the
consolidated statement of financial position within equity, but separate from the parent’s equity.
The amount of consolidated net income attributable to the parent and to the non-controlling
interest be clearly identified and presented on the face of the consolidated statement of income.
A non-controlling interest, sometimes called a minority interest, is the portion of equity in a
subsidiary not attributable, directly or indirectly, to a parent. SFAS No. 160 is effective on
January 1, 2009 and the financial impact, if any, upon adoption on January 1, 2009 has not yet
been determined.

.NET CAPITAL REQUIREMENT

The Company is subject to the Securities and Exchange Commission Uniform Net Capital
Rule (SEC Rule 15¢3-1), which requires the maintenance of minimum net capital and requires
that the ratio of aggregate indebtedness to net capital, both as defined, shall not exceed 15 to
1. At December 31, 2007, the Company had a net capital of $51,899, which was $46,899 in
excess of its required net capital of $5,000 and the Company had a percentage of aggregate
indebtedness to net capital of 3%.

There are no reconciling items between the Company’s computation of net capital and the
computation based on the audited financial statements.

C.RELATED PARTY TRANSACTIONS

Under a management agreement, the parent provides certain general and administrative
services to the Company. These expenses are not charged to the Company and are not
recorded in the Company’s financial statements because the Company’s parent has agreed in
writing, to assume responsibility for these expenses. '

The Company also provides consuitation services to an entity whose owner is the sole owner
of the Company’s parent. During the year ended December 31, 2007, the Company received a
total of $175,000 for consulting services and transaction fees for investment banking and
advisory services provided to the entity.

. FAIR VATLUE OF FINANCIAL INSTRUMENTS

Due to their short-term nature, the carrying value of cash, short-term receivables, and short-term
payables approximate their fair value at December 31, 2007.
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W.J. BRADLEY COMPANY INVESTMENT BANKING/CAPITAL MARKET

COMPUTATION OF NET CAPITAL UNDER RULE 15¢-3-1
OF THE SECURITIES AND EXCHANGE COMMISSION

DECEMBER 31, 2007

Total stockholders' equity

Deductions and/or charges:
Non-allowable assets

Net capital before haircuts on securities positions

Haircuts and undue concentration

NET CAPITAL

MINIMUM NET CAPITAL REQUIREMENT (Greater of $5,000 or
6.66% of aggregate indebtedness)

EXCESS OF NET CAPITAL OVER MINIMUM REQUIREMENTS
AGGREGATE INDEBTEDNESS

PERCENTAGE OF AGGREGATE INDEBTEDNESS TO NET CAPITAL

$ 58,649

(6,750)

51,899
$ 51,899
$ 5,000
$ 46,899
$ 1,657

%




To the Board of Directors
W.J. Bradley Company Investment Banking/Capital Markets

In planning and performing our audit of the financial statements and supplemental schedules of
W.J. Bradley Company Investment Banking/Capital Markets, as of and for the year ended
December 31, 2007 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 financial statements, but not for the purpose of expressing an opinion on the
Company’s internal control. Accordingly we do not express an opinion on the effectiveness of
the Company’s internal contro}.

Also, as required by rule 17a-5(g)(1) of the Securities 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 debts) and net capital under rule
17a-3(a)(11) and for determining compliance with the exemptive provisions of rule 15¢3-3.
Because the Company does not carry securities accounts for customers or perform custodial
functions relating to customer securities, we did not review the practices and procedures -
followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons 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 Govemnors of the Federal Reserve
System.

The management of the Company is responsible for establishing and maintaining intemnal control
and the practices and procedures referred to in the. preceding paragraph. In fulfilling this
responsibility, estimates and judgements by management are required to assess the expected
benefits and related costs of control 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 to properly permit the preparation of financial
statements in accordance with generally accepted accounting principles in the United States.
Rule 17a-5(g) lists additional objectives of practices and procedures listed in the preceding
paragraph.
10
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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 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.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in a more than 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 all deficiencies in internal control that
might be material weaknesses. However, we identified the following deficiency in internal
control that we consider to be a material weakness as defined above. This condition was
considered in determining the nature, timing and extent of the procedures to be performed in our
audit of the financial statements of the Company as of and for the year ended December 31,
2007, and this report does not affect our report thereon dated March 28, 2008.

Due to the nature and size of the Company’s operations, there is no effective
segregation of duties between operating and recording functions. Therefore,
normal internal controls and procedures for recording, reviewing and reporting
transactions are not present in the Company. The president of the Company is
aware of the weakness in internal control; however, due to the size of the
Company, the president does not believe it is practical to have additional
accounting or bookkeeping personnel. The president has informed us that he
reviews all transactions and books of original entry.

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 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 inadequate, as noted above, at December 31, 2007, to
meet the SEC’s objectives.

11
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This report is intended solely for the information and use of the Company’s Board of Directors,
management, the SEC, and other regulatory agencies that rely on Rulel7a-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.

el g 6.

Englewood, Colorado
March 28, 2008.

END
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