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INDEPENDENT AUDITORS' REPORT -

To the Board of Directors
First Midstate Incorporated
Bloomington, [llinois

We have audited the accompanying statement of financial condition of First Midstate Incorporated as of June
30, 2008, and the related statements of income, changes in stockholder’s equity, changes in liabilities
subordinated to claims of general creditors, and cash flows for the year then ended that you are filing pursuant
to Rule 17a-5 under the Securities Exchange Act of 1934, These 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 U.S. generally accepted auditing standards. 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 First Midstate Incorporated as of June 30, 2008, and the results of its operations and its cash flows
for the year then ended in conformity with U.S. generally accepted accounting principles.

Dibon, Butteeso, 4 Copnay, Lt

Bloomington, Illinois
July 24, 2008




FIRST MIDSTATE INCORPORATED

STATEMENT OF FINANCIAL CONDITION
June 30, 2008

ASSETS

Cash
Accounts receivable:
Securities sold, customer
Securities sold, broker
Other
Interest
Security deposit
Investment in municipal bonds
Investment in marketable securities
Prepaid expenses
Property and equipment, net of accumulated depreciation
and amortization of $546,824.

LIABILITIES AND STOCKHOLDER’S EQUITY
LIABILITIES

Accounts payable:
Securities purchased
Trade

Accrued state income tax

Other accrued expenses

COMMITMENTS AND CONTINGENCIES

STOCKHOLDER’S EQUITY
Common stock, no par value; authorized 2,000 shares; issued and
outstanding 1,000 shares
Retained earnings

See Notes to Financial Statements.

$ 529,068

2,461,553
6,881,321
48,986
1,799
1,000
178,368
932,202
7,653

162,527

$ 11,204,477

$ 8,842,958
851,784
13,772

89,016

$_ 9797530

$ 25,000
1,381,947
$ 1,406,947

3 11,204,477
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INDEPENDENT AUDITORS' REPORT
ON INTERNAL CONTROL

To the Board of Directors
First Midstate Incorporated
Bloomington, 1llinois

In planning and performing our audit of the financial statements and supplemental schedule of First Midstate
Incorporated (the Company), for the year ended June 30, 2008, in accordance with U.S. generally accepted
auditing standards, we considered the Company’s internal control over financial reporting 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 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 tests of such practices and procedures that
we considered relevant to the objectives stated in rule 17a-5(g) in making the periodic computations of
aggregate indebtedness (or aggregate debits) and net capital under rule 17a-3(a)(11) and the reserve required by
rule 15¢3-3(e). 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

3. 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 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
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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.

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 likelithood 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 wiil not be prevented or
detected by the enlity’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 SEC, the
National Association of Securities Dealers, Inc., 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 by anyone other than these specified parties.

DMLM.W # é'*f’“‘s‘ L.L/P

Bloomington, Illinois
July 24, 2008

END
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