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OATH OR AFFIRMATION

I, Gene G, Branson. , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Partners Investment Network , as

of August 12 ,2008 , 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:

NANCY
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LT .

LEA COLLIN

—_— - 13 Uiw
STATE OF WASHINGTON 'y, -
cm&g,lss%u 55%’“55 | Signature
LMe]
, Title

otary Publ

(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Lass).

{d) Statement of Changes in Financial Condition.

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

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

%]

R

(B

(B

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

A (g) Computation of Net Capital.

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

L] (i) Information Relating to the Possession or Control Requirements Under Rule 15c3-3.

[l G) 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.

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

B (1) An Oath or Affirmation.

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

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

**For 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
Partners Investment Network, Inc.
Spokane, Washington

We have audited the accompanying statement of financial condition of Partners Investment Network,
Inc., as of June 30, 2008, and the related statements of operations, changes in stockholders’ equity,
and cash flows for the year then ended that you are filing pursuant to Rule 17a-5 under the Securities
and 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
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 Partners Investment Network, Inc., as of June 30, 2008, and the results of its
operations and its cash flows for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information presented on page 12 is presented for purposes of additional
analysis and is not a required part of the basic financial statements, but is supplemental information
required by Rule 17a-5 under the Securities and Exchange Act of 1934. Such information has been
subjected to the auditing procedures apptied 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

W

Spokane, Washington
August 20, 2008



Partners Investment Network, Inc.

Statement of Financial Condition June 30, 2008
Assets
Cash $363,974
Deposit with clearing organization 50,000
Receivable from clearing organization 109,505
Furniture, equipment, and leasehold improvements, net 25,222
Income taxes receivable 3,745
Other assets 8,489
$ 560,935
Liabilities and Stockholders’ Equity
LIABILITIES:
Accrued payroll expenses $182,318
Profit-sharing payable 35,446
Other accounts payable 11,700
Lease payable 4,753
Total liabilities 234,217
STOCKHOLDERS' EQUITY:
Common stock — no par value; 500,000 shares authorized;
122,094 shares issued and outstanding $214,727
Retained earnings 111,991
Total stockholders” equity 326,718
$560,935
See accompanying notes to financial statements.
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Partners Investment Network, Inc.

Statement of Operations Year Ended June 30, 2008
REVENUES:

Commissions $1,314,643

Interest and dividends 12,485

Other income 186,074

1,513,202

EXPENSES:

Salaries $1,001,195

Occupancy and equipment rental 153,299

Insurance 92,705

Payroll taxes 70,222

Brokerage fees (12,554)

Depreciation and amortization 9,886

Taxes, other than income taxes 29,637

Legal and accounting 22,484

Telephone 27,983

Other expense 53,581

Office supplies and postage 17,580

Membership, dues, and publications 6,961

Profit sharing 35,446

Advertising 7,626

1,516,051
LOSS BEFORE INCOME TAX (2,849)
FEDERAL INCOME TAX -
NET LOSS $ (2,849
See accompanying notes to financial statements.
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Partners Investment Network, Inc.

Statement of Changes in Stockholders’ Equity

Year Ended June 30, 2008

BALANCES, BEGINNING OF YEAR

DEDUCT:

Net loss

BALANCES, END OF YEAR

See accompanying notes to financial statements.

Common Stock Retained
Shares Amount Earnings Total
122,094 $214,727 $114,840 $ 329,567
- - (2,849) (2,849)
122,094 $214,727 $111,991 $326,718




Partners.Investment Network, Inc.

Statement of Cash Flows Year Ended June 30, 2008
Increase (Decrease) in Cash
CASH FLOWS FROM QPERATING ACTIVITIES:
Net loss $ (2,849)
Adjustments to reconcile net loss to net
cash used in operating activities:
Depreciation and amortization 9,886
Decrease (increase) in assets:
Receivable from clearing organization 12,114
Federal income tax receivable 1,085
Other assets (1,705)
Increase (decrease) in liabilities:
Accounts payable and accrued liabilities (76,248}
Profit-sharing payable 1,230
Net cash used in operating activities {56,487)
CASH FLOWS FROM INVESTING ACTIVITIES:

Purchase of equipment (10,008)
CASH FLOWS FROM FINANCING ACTIVITIES:

Payments on capital lease {4,461)
NET DECREASE IN CASH (70,956)
CASH, BEGINNING OF YEAR 434,930
CASH, END OF YEAR $ 363,974
Supplemental Disclosure of Cash Flows Information:

Cash paid for interest $ 131
Noncash Investing and Financing Activities:

Acquisition of equipment through lease payable $ 6948
See accompanying notes to financial statements.
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Partners Investment Network, Inc.

Notes to Financial Statements

NOTE 1 — ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Organization:

Partners Investment Network, Inc. (the Company) was organized on May 31, 1988. The Company is registered
with the Securities and Exchange Commission as a broker/dealer of securities under the provisions of the Securities
and Exchange Act of 1934 and is a member of the National Association of Securities Dealers, Inc. The majority of
the Company’s clients are located in the Pacific Northwest.

The Company has an agreement (the Clearing Agreement) with a clearing organization (the Clearing Organization)
to clear securities transactions, carry customers’ accounts on a fully disclosed basis and perform certain record-
keeping functions. Accordingly, the Company operates under the exemptive provisions of Securities and
Exchange Commission (the SEC) Rule 15¢3-3(k)(2)(ii).

Summary of Significant Accounting Policies:

Revenue recognition - Commission revenues from customer securities transactions are recorded on a trade-date
basis.

Cash equivalents — For purposes of statement of financial condition classification, the Company considers all highly
liquid investments purchased with original maturities of three months or less to be cash equivalents.

Furniture, equipment, and leasehold improvements - Furniture, equipment, and leasehold improvements are stated at
cost. Depreciation on furniture and equipment is provided over the estimated useful lives of the individual assets
ranging from three to seven years using the straight-line method. Leasehold improvements are amortized over the
lesser of the economic useful life of the improvement or the term of the lease. Major additions and improvements
are charged to the equipment and leasehold improvements accounts. Costs of maintenance and repairs that do not
extend the life of the respective asset are expensed.

Income taxes — Income tax is provided for the tax effects of transactions reported in the financial statements and
consists of taxes currently due, plus, when necessary, deferred taxes related to differences between the bases of
certain assets and liabilities for financial and tax reporting. Such differences were primarily related to accumulated
depreciation and accumulated amortization of fixed and intangible assets at the balance-sheet date. The deferred
taxes represent the future tax return consequences of those differences, which will either be deductible or taxable
when the assets and liabilities are recovered or settled. Such amounts, which are immaterial, are included with
income taxes receivable in the statement of financial condition.

Credit risk — The Company deposits its cash and temporary cash investments with high quality financial
institutions. At times, such deposits and investments may be in excess of the insurance limits provided by the
Federal Deposit Insurance Corporation or the Securities Investor Protection Corporation.

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.




Partners Investment Network, Inc.

Notes to Financial Statements

NOTE 2 — CLEARING AGREEMENT:

The Clearing Agreement provides the Clearing Organization with a lien upon and security interest in all of the
Company’s property held by the Clearing Organization, including but not limited to securities, deposits, cash, and
receivables. Substantially all of the Company’s receivables and securities are held at the Clearing Organization.

Pursuant to the Clearing Agreement, the Company is required to maintain a collateral deposit of $50,000 against
potential losses due to nonperformance by its customers.

NOTE 3 — FURNITURE, EQUIPMENT, AND LEASEHOLD IMPROVEMENTS:

Furniture, equipment, and leasehold improvements at June 30, 2008, are summarized as follows:

Office equipment $175,900
Furniture and fixtures 93,087
Leasehold improvements 5949
274,936

Less accumulated depreciation and amortization 249.714
$ 25,222

NOTE 4 — LEASE COMMITMENTS:

The Company leases office and parking space in Spokane, Washington, under agreements that are accounted for as
operating leases that expire August 2010. Minimum monthly payments include base rent and shared operating
costs that are adjusted annually on January 1.

The Company leases office space in Wenatchee, Washington, under a one-year agreement (March 2008 to March
2009).

The Company has an annual contract with a computer consulting agency to maintain and upgrade hardware and
software components on an as-needed basis. This contract requires a minimum monthly payment.




Partners Investment Network, Inc.

Notes to Financial Statements

NOTE 4 — LEASE COMMITMENTS (continued):

As of June 30, 2008, future minimum lease payments under the above-referenced operating leases are as follows:

Years Ending

[une 30, Amount
2009 $ 93,386
2010 82,282
2011 13,781

$189,449

The Company also leases information retrieval equipment and office equipment under various operating leases.
Rent expense for both office space and equipment for the year ended June 30, 2008, was $153,299.
The Company leases a copier under a capital lease. At June 30, 2008, the capitalized cost and accumulated

amortization of the copier was approximately $6,900 and $1,390, respectively. Following is a schedule by years of
future minimum lease payments as of June 30, 2008:

Years Ending
June 30, Amount
2009 $2,539
2010 2,539
Total future minimum lease payments 5,078
Less amount representing interest 325
Present value of minimum lease payments $4,753

NOTE 5 — LINE QF CREDIT:

The Company has a line of credit agreement with a bank that is personally guaranteed by the stockholders. This
line of credit provides for borrowings up to $200,000 and accrues interest at the bank’s index rate plus 0.25% (8% at
June 30, 2008). The line of credit matures September 10, 2008. At June 30, 2008, there was no outstanding balance.




Partners Investment Network, Inc.

Notes to Financial Statements

NOTE 6 — OFF-BALANCE-SHEET RISK:

In the normal course of business, the Company executes, both as agent and principal, transactions on behalf of its
customers. Pursuant to the Clearing Agreement, the Clearing Organization acts as principal in agency transactions.
If the agency transaction does not settle because of failure to perform by either the customer or the counterparty,
the Company may be obligated to discharge the obligation of the nonperforming party and, as a result, may incur a
loss if the market value of the securities differs from the contract amount of the transaction.

The Company does not anticipate nonperformance by customers or counterparties in the above situations. The

Company’s policy is to monitor its market exposure and counterparty risk. In addition, the Company has a policy
of reviewing the credit standing of each counterparty and customer with which it conducts business.

NOTE 7 — NET CAPITAL REQUIREMENTS:

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (Rule 15¢3-1), which
requires the maintenance of a minimum net capital and that the ratio of aggregate indebtedness to net capital, both
as defined, shall not exceed 15 to 1. At June 30, 2008, the Company had net capital of $289,262 which was $239,262
in excess of the required net capital. The Company’s aggregate indebtedness to net capital ratio was 0.79 to 1 at
June 30, 2008.

NOTE 8 — PROFIT-SHARING PLAN:

The Company has a qualified 401(k) savings and profit-sharing plan for all eligible employees who have attained
21 years of age and completed 1,000 hours of service within the first 12 consecutive months of employment.

The Company’s contributions to the 401(k} plan are based on top-heavy minimum contribution calculations as well
as the Board of Directors’ discretion. Contributions to the Plan were $35,446 for the year ended June 30, 2008.

NOTE 9 — RELATED-PARTY TRANSACTIONS:

The Company receives reimbursement for back office services provided to an entity related by common ownership
and management. Total reimbursements received for the year ended June 30, 2008, were $343,147. As of June 30,
2008, nothing was due from the related party.
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Partners Investment Network, Inc.

Computation of Net Capital Under Rule 15¢3-1

of the Securities and Exchange Commission June 30, 2008

NET CAPITAL:
Total stockholders’ equity
DEDUCTIONS AND CHARGES:

Nonallowable assets:

Furniture, equipment, and leasehold improvements $ 25,222
Income taxes receivable 3,745

Other assets 8,489

Total deductions and charges
HAIRCUTS ON SECURITIES

NET CAPITAL

AGGREGATE INDEBTEDNESS:

Accrued payroll expenses
Profit-sharing payable
Other accounts payable

TOTAL AGGREGATE INDEBTEDNESS

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT:

Minimum net capital, the greater of $50,000 or 6%4% of
aggregate indebtedness

CAPITAL IN EXCESS OF MINIMUM REQUIREMENT
RATIO OF AGGREGATE INDEBTEDNESS TQ NET CAPITAL

STATEMENT PURSUANT TO RULE 17 A-5(d)(4):

A reconciliation with the Company’s computations of net capital as reported was not prepared
as there are no material differences between the Company’s computation of net capital
included in its unaudited Form X-17A-5 Part I[A and the computation contained herein.

See accompanying independent auditors’ report.

$326,718

37,456

$ 289,262

$182,318
35,446

11,700

$229,464

$ 50,000

$239,262

0.79to 1
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INDEPENDENT AUDITORS” REPORT ON INTERNAL
CONTROL REQUIRED BY SEC RULE 17a-5

Board of Directors
Partners Investment Network, Inc.
Spokane, Washington

In planning and performing our audit of the financial statements of Partners Investment Network, Inc. (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 internai control over financial reporting (internal
control) as a basis for designing our auditing procedures for the purpose of expressing our opinion on the June 30,
2008, financial statements, but not for the purpose of expressing an opinion on the effectiveness of the Company’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the Company’s internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have made a study of
the practices and procedures followed by the Company including consideration of control activities for
safeguarding securities. This study included tests of such practices and procedures that we considered relevant to
the objectives stated in Rule 17a-5(g) in making the pertodic 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 quarterly securities examinations, counts, verifications, and comparisons and recordation of
differences required by Rule 17a-13.

2. Complying with the requirements for prompt payment for securities under Section 8 of Federal Reserve
Regulation T of the Board of Governors of the Federal Reserve System.

The management of the Company is responsible for establishing and maintaining internal control and the practices
and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates and judgments by
management are required to assess the expected benefits and related costs of controls and of the practices and
procedures referred to in the preceding paragraph and to assess whether those practices and procedures can be
expected to achieve the SEC’s above-mentioned objectives. Two of the objectives of internal 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.
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Because of inherent limitations in internal control and 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 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 all deficiencies in internal control that might be material weaknesses. We did not
identify any deficiencies in internal control and control activities for safeguarding securities that we consider to be
material weaknesses, as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second paragraph of
this report are considered by the SEC to be adequate for its purposes in accordance with the Securities Exchange
Act of 1934 and related regulations, and that practices and procedures that do not accomplish such objectives in all
material respects indicate a material inadequacy for such purposes. Based on this understanding and on our study,
we believe that the Company’s practices and procedures, 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 Securities and
Exchange Commission, FINRA, 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.

52‘5.)4,4221 O0Qeiaty Pre

Spokane, Washington
August 20, 2008

END
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