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CERTIFIED PUBLIC ACCOUNTANTS | BUSINESS CONSULTANTS

INDEPENDENT AUDITOR’S REPORT

To the Board of Directots
Specialty Capital, LLC

We have audited the accompanying statement of financial condition of Specialty Capital, LLC (a wholly-owned subsidiary of Specialty
Financial Corporation) (“the Company”) as of December 31, 2008, and the related statements of income, member’s equity, and cash
flows for the year then ended that the Company is filing pursuant to Rule 17a-5 under the Securties 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
staternents 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 consideration of internal control over financial reporting as a basis for designing audit procedures that
are approprate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal
control over financial reporting. Accordingly, we exptess no such opinion. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also inchudes 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 Specialty
Capital, LLC as of December 31, 2008, and the results of its operations and its cash flows for the year then ended in conformity with
accounting panciples generally accepted in the United States of America.

Our audit was made for the purpose of forming an opinion on the basic financial statements taken as a whole. The information
contained in the Supplementary Information is presented for purposes of additional analysis and is not a required patt of the basic
financial statements, but is supplementaty information requited by Rule 17a-5 under the Securities Exchange Act of 1934. Such
information has been subjected to the auditing procedutes 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.

Ma§$ /(‘c/m”'g N

San Francisco, California
February 25, 2009
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SPECIALTY CAPITAL, LLC

(A WHOLLY-OWNED SUBSIDIARY OF SPECIALTY FINANCIAL CORPORATION)
STATEMENT OF FINANCIAL CONDITION

December 31, 2008

ASSETS
2008
ASSETS
Cash and cash equivalents $ 125,279
Prepaid expenses 15,619
Total assets $ 140,898
MEMBER'S EQUITY
MEMBER'S EQUITY
Members' contributions $ 460,000
Accumulated deficit (319,102)
Total member's equity $ 140,898

See accompanying notes.
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SPECIALTY CAPITAL, L1LC

(A WHOLLY-OWNED SUBSIDIARY OF SPECIALTY FINANCIAL CORPORATION)
STATEMENT OF INCOME

For the Year Ended December 31, 2008

2008
Revenue
Commissions $ 274,524
Interest income 1,600
Total revenue 276,124
Expenses
Salaries 169,167
Rent 18,319
Office supplies and expenses 20,161
Professional fees 35,939
Licenses and permits 12,679
Other expenses 9,875
Total expenses 266,140
NET INCOME $ 9,984

See accormpanying notes.

Page 3



SPECIALTY CAPITAL, LLC

(A WHOLLY-OWNED SUBSIDIARY OF SPECIALTY FINANCIAL CORPORATION)
STATEMENT OF MEMBER’S EQUITY

For the Year Ended December 31, 2008

Total
Member Accumulated Membet's
Contributions Deficit Equity
Balance, December 31, 2007 $ 460,000 $ (329,086) $ 130,914
Net income - 9,984 9,984
Balance, December 31, 2008 $ 460,000 $ (319,102) § 140,898

See accompanying notes.

Page 4



SPECIALTY CAPITAL, LLC

(A WHOLLY-OWNED SUBSIDIARY OF SPECIALTY FINANCIAL CORPORATION)
STATEMENT OF CASH FLOWS
For the Year Ended December 31, 2008

2008
Cash flows from opetating activities:
Net income $ 9,984
Adjustment to reconcile net income to net cash
used in operating activities:
Changes in assets and liabilities:
Prepaid expenses (15,387)
Accounts tecievable from related party 106,655
Accounts payable and accrued expenses (592)
Total adjustments 90,676
Net cash provided by operating activities 100,660
NET INCREASE IN CASH AND CASH EQUIVALENTS 100,660
Cash and cash equivalents at beginning of year and at inception 24,619
Cash and cash equivalents at end of year $ 125,279

See accornpanying notes.
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SPECIALTY CAPITAL, LLC
(A WHOLLY-OWNED SUBSIDIARY OF SPECIALTY FINANCIAL CORPORATION)
NOTES TO FINANCIAL STATEMENTS

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Business - Specialty Capital, LLC (the “Company”) is a registeted broker/dealer providing brokerage services to
individual and institutional customers. The Company is solely owned by Specialty Financial Corporation, a real estate
management and development company.

The Company was formed primarily to serve the capital needs of its affiliated entities. As moze fully explained in Note 2, the
majority of the Company’s operations are conducted on behalf of Specialty Trust, Inc. (“ST”), a private real estate investment
trust. ST 1s managed by Specialty Financial Corporation, the 100% owner of the Company. In addition, Nello Gonfiantini is the
sole owner of Specialty Financial Corporation and the Chief Executive Officer and Chairman of the Board of Directors of ST.
The Company’s operations are conducted in one location in Reno, Nevada.

A summary of the Company’s significant accounting policies applied in the preparation of the accompanying financial statements
follows:

Cash and Cash Equivalents - The Company considers all short term investments with original maturities of 90 days or less to
be cash equivalents.

Revenue Recognition - Under the accrual method, revenues are recorded when earned and expenses are recorded at the time
the habilities are incurred. Commissions received by the Company are recognized as income when earned according to the terms
of each contract. However, revenue is not recognized on contingent offerings until the successful sale of the minimum required
number of securities needed to close the offering.

Use of Estimates - In prepanng financial statements in conformity with accounting principles generally accepted in the United
States of America, management is required to make estimates and assumptions that affect the reported amounts of assets and
lhabilities and the disclosure of contingent assets and liabilities at the date of the financial statements and revenues and expenses
during the reporting period. Actual results could differ from those estimates.

Income Taxes - Net earnings are reportable to the Company’s sole member, Specialty Financial Corporation and do not result in
any tax liability for the Company. Accordingly, no provision has been made for Federal income taxes.

Business and Credit Concentrations - Most of the Company’s customers are located in the State of Nevada. Business related
to ST accounted for 100% of the Company’s revenues.

The Company maintains its cash balances in financial institutions, which at times may exceed federally insured limits. The
Company has not expetienced any losses in such accounts and performs due diligence on the banks where deposits are held to
assess their stability.

Advertising - The Company expenses the cost of advertising as it 1s incurred. There was no advertising expense during the year.

NOTE 2 - RELATED PARTY TRANSACTIONS

Under an expense sharing agreement, the Company paid a fixed monthly amount of $28,070 to Specialty Financial Corporation
for shared general and administrative expenses such as salaties, office rent and supplies. Effective March 1, 2008, the fixed
monthly amount was amended to $15,803. These payments are included in the expense line items to which they apply.

An Agency Agreement was signed between the Company and ST on November 9, 2007, which gives the Company the exclusive
rights to sell collateralized investment notes each month on behalf of ST on an agency and best efforts basis. In addition, on
June 1, 2008, the Company signed an Agency Agreement with ST granting the Company the exclusive rights to sell secured
investment notes each month on behalf of ST on an agency and best efforts basis. For the year ended December 31, 2008, the
Company earned $107,878 in commuissions from the sale of these notes.
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SPECIALTY CAPITAL, LLC
(A WHOLLY-OWNED SUBSIDIARY OF SPECIALTY FINANCIAL CORPORATION)
NOTES TO FINANCIAL STATEMENTS

A Repurchase Agency Agreement was signed between the Company and ST on January 7, 2008, which gives the Company the
exclusive rights to facilitate the repurchase of ST common stock shares on behalf of ST under ST’s Share Repurchase Plan. For
the year ended December 31, 2008, the Company earned $166,646 in commissions from the repurchase of ST common stock.

NOTE 3 - REGUALTORY REQUIREMENTS

The Company, as a registered broker/dealer, is subject to the Securities and Exchange Commission’s Uniform Net Capital
Rule 15¢3-1. Under this rule, net capital requirements are based upon a broker/dealer’s classification and the types of securities
and transactions in which it deals. At December 31, 2008, the Company had net capital and a net capital requirement of
approximately $125,279 and $5,000, respectively. In addition, under the Uniform Net Capital Rule a broker/dealer can not have a
ratio of Aggregate Indebtedness (as defined) to Net Capital in excess of 15:1. As of December 31, 2008, the Company had
Aggregate Indebtedness of $-0- and an Aggregate Indebtedness to Net Capital ratio of 0.0 to 1.

The Company is 2 member of the Securides Investor Protection Corporation (“SIPC”).

NOTE 4 - SUBSEQUENT EVENTS

On December 1, 2008, the Company signed an Agency Agreement with ST granting the Company the exclusive rights to sell
shares of any common stock not subscribed for during ST’s common stock rights offering that closed on January 5, 2009. The
Company earned $4,432 in commissions in January 2009.
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MOSS-ADAMS i.»

CERTIFIED PUBLIC ACCOUNTANTS | BUSINESS CONSULTANTS

INDEPENDENT AUDITOR’S REPORT ON SUPPLEMENTARY INFORMATION
REQUIRED BY RULE 17A-5 OF THE SECURITIES AND EXCHANGE COMMISSION

Boatd of Directots
Specialty Capital, LLC

In planning and performing our audit of the financial statements of Specialty Capital, LLC (a wholly-owned subsidiary of Specialty
Financial Corporation) (the Company), as of and for the year ended December 31, 2008, 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 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, we have made a study of the practices and
procedures followed by the Company, including tests of compliance with such practices and procedures that we considered
relevant to the objectives stated in Rule 17a-5(g) in making the petiodic computations of aggregate indebtedness and net capital
under Rule 17a-3(a)(11) and for determining compliance with the exceptive 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 procedutes followed by the Company in any of the following:

1. Making quartetly securities examinations, counts, verifications, and comparisons and recordation differences required by Rule
17a-13.

2. Complying with the requitements for prompt payment of 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 ate 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 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 2
control deficiency, or combination of control deficiencies, that adversely affects the entity's ability to initiate, authorize, recotd,
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 2 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.

Page 8



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 were adequate at December 31, 2008, to meet the SEC's objectives.

This report is intended solely for the use of the member, management, the SEC, the Financial Industry Regulatory Authority, 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.

M 0SS Aﬁ&trﬂ S L/L/ﬁ

San Francisco, California
February 25, 2009
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SPECIALTY CAPITAL, LLC

A WHOLLY-OWNED SUBSIDIARY OF SPECIALTY FINANCIAL CORPORATION)

T COMPUTATION OF NET CAPITAL PURSUANT TO RULE
15¢3-1 OF THE SECURITIES AND EXCHANGE COMMISSION

- December 31, 2008
2008
Member's equity per statement of financial condition $ 140,898
Deductions
— Nonallowable assets
Prepaid expenses and other assets 15,619
Net capital before haircuts 125,279
Haircuts -
T Net capital 125,279
- Minimum net capital requirement - the greater of 12.5% of
) aggregate indebtedness of $0 or $5,000 5,000
Excess net capital $ 120,279
Ratio of aggregate indebtedness to net capital 00to1
.- Schedule of aggregate indebtedness $ -

There are no material differences between the above computation and the Company’s corresponding unandited Form X-17A-5 Part ILA filing as of
i December 31, 2008.

The Company is exempt from SEC Rule 15¢3-3 pursuant to paragraph k(2)(1) of that rule.
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