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BLACKMAN & ASSOCIATES, PC.

CERTIFIED ‘PuUBLIC ACCOUNTANTS

January 31, 2009

Board of Directors and Stockholder
Haley Securities, Inc.
Omaha, Nebraska

We hereby consent to the use of the audited financial statements of Haley Securities, Inc. as of December
31, 2008 and for the year then ended as needed for licensing and other purposes.

M-—wwm 2,
' !
Blackman & Associates, P.C.

17445 Arbor Street, #200 = Omaha, Nebraska 68130 « Ph (402) 330-1040 . Fax (402) 333-9189
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BLACKMAN & ASSOCIATES, P.C.

CERTIFIED PuBLIC ACCOUNTANTS

Independent Auditors’ Report on Financial Statements
and Supplementary Information

Board of Directors and Stockholders
Haley Securities, Inc.
Omaha, Nebraska

We have audited the accompanying balance sheet of Haley Securities, Inc. as of December 31, 2008, and
the related statements of operations, changes in stockholders’ equity, and cash flows for the year then
ended. 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 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 Haley Securities, Inc. as of December 31, 2008, and the results of its operations and
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 contained in the schedules on pages 9 - 12 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 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 our
opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a
whole.

Ftlaedlorn ROz e, T

Omaha, Nebraska
January 31, 2009

17445 Arbor Streer, #200 «  Omaha, Nebraska 68130 « Ph (402} 330-1040 « Fax (402) 333-9189



Haley Securities, Inc.
Balance Sheet
December 31, 2008

Assets

Current Assets:
Cash
Savings
Investment in CD
Receivable — other (Note D)
CRD - Escrow (Note F)
Prepaid expenses

Total Current Assets

Property, at cost:

Fumiture and equipment

Accumulated depreciation

Total Assets

Liabilities and stockholders’
Current Liabilities:

Accounts payable

Credit card payable

Accrued expenses

Total Current Liabilities

$

equity

Stockholders® Equity (Note C):
Common stock; $1 par value;

10,000 shares authorized;

1,000 shares issued and outstanding $

Retained eamnings

Total Liabilities and S

tockholders’ Equity

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

2-

17,858
(__8.978)

1,000

165,632

$ 39,811
71,924

32,400

565

1,358

16,703

162,761

8,880

$ 171,641

$ 4,000
157
852

5,009

166,632

$ 171641



Haley Securities, Inc.

Statement of Operations
December 31, 2008

Revenues:
Placement fees
Interest income

Total Revenues

Operating Expenses:
Commissions
Computer services
Dues & subscriptions
Employee benefits
Equipment rental
Insurance
Licenses & permits
Meals and lodging
Miscellanecus expenses
Office expenses
Printing expenses
Salary
Professional fees
Rent
Taxes — payroll
Taxes - other
Travel
Utilities
Depreciation

Total Operating Expenses

Net Loss

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

3

$ 1,456,300

4,865

1,461,165

818,539
2,228
2,790
6,839
2,556
9,252

15,066
5,185
628
7,681
5
576,259
45 648
13,587
40,632
1,246
5,144
7,292
2372

1,562,949

$(—10L.789)



Haley Securities, Inc.
Statement of Changes in Stockholders’ Equity
December 31, 2008

Additional
Common Paid-in Retained
Stock Capital Earnings Total
Balance, December 31, 2007 5 1,000 $ -3 267,416 5 268,416
Net Loss - - (___101,784) (__ 101,784)
Balance, December 31, 2008 $ 1,000 $ - 3 165,632 3 166,632

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

4-



Haley Securities, Inc.

Statement of Cash Flows
December 31, 2008

Cash Flows From Operating Activities:
Net Loss
Adjustment to Reconcile Net Loss to Net Cash
Provided by Operating Activities:
Non-Cash Items Included in Net Loss:
Depreciation
Increase in long term investment
(Increase) Decrease in Operating Assets:
Receivable - other
CRD
Prepaid expense
Increase (Decrease) in Operating Liabilities:
Credit card payable
Accrued expenses

Net Cash (Used) By Operating Activities
Net Decrease in Cash and Cash Equivalents
Cash and Cash Equivalents, Beginning of Year

Cash and Cash Equivalents, End of Year

Supplemental Disclosure of Cash Flow Information:

Cash paid for interest

Cash paid for taxes

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

-5-

$(  101,784)
2,372
( 1,248)
( 95)
( 653)
( 1,010)
127
125
(__ 102.166)
( 102,166)

213.901

$ 111,735
hy -
$ -



Haley Securities, Inc.

Notes to Financial Statements
For the Year Ended December 31, 2008

Note A — Organization and Business

Haley Securities, Inc. is a Nebraska corporation that operates as a registered broker-dealer and acts as an
agent in the sale of real estate interests for limited partnerships in which the Company's stockholders are
a partner or manager.

Note B — Summary of Significant Accounting Policies

This summary of significant accounting policies of Haley Securities, Inc. is presented to assist in
understanding the Company’s financial statements. The financial statements and notes are
representations of the Company’s management, who are responsible for their integrity and objectivity.

Basis of Accounting
The Company prepares its financial statements on the accrual basis using generally accepted accounting
principles.

Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect certain reported amounts and
disclosures. Accordingly, actual results could differ from those estimates.

Property and Equipment

All property is stated at cost. Depreciation and amortization are computed using the straight-line method
over the estimated useful lives of the related assets. When property and equipment are retired or
otherwise disposed of, the related cost and accumulated depreciation are removed from the respective
accounts, and any resulting gain or loss on disposition is reflected in operations. Repairs and
maintenance are expensed as incurred; expenditures for additions, improvements and replacements are
capitalized. Depreciation expense for the year ended December 31, 2008 was $2,372.

Cash and Cash Equivalents

For purposes of the statement of cash flows, the Company considers all highly liquid debt instruments
purchased with a maturity of three months or less to be cash equivalents. The Company had no cash
equivalents at December 31, 2008.

Income Taxes

The Company elected to be taxed under the provisions of subchapter S of the Internal Revenue Code.
The income of the Company is passed through to the individual stockholders who report it on their
personal tax return. Therefore, there is no provision or liability for federal or state income taxes reflected
in these financial statements.

Note C — Net Capital Requirements

The Company, as a registered broker-dealer, is subject to the Uniform Net Capital Rule (Rule 15¢3-1) of
the Securities Exchange Act of 1934. This rule requires the Company to maintain net capital of at least
$5,000 and is not permitted to exceed a ratio of aggregate indebtedness to net capital of 15 to 1, both as
defined in the Rule. At December 31, 2008, the Company had net capital of $139,045, which was
$134,045 in excess of its requirement. The Company's ratio of aggregate indebtedness to net capital was
04 to 1 at December 31, 2008.



Haley Securities, Inc.
Notes to Financial Statements (Continued)
For the Year Ended December 31, 2008

Note D — Related Party Transactions

The shareholders of the Company are affiliated with Haley Associates Limited Partnership through
common ownership. Haley Associates Limited Partnership paid placement fees to the Company for an
equity raise completed in 2008. The placement fees paid for the year ended December 31, 2008 were
$1,456,300.

At December 31, 2008, there was an amount receivable from Haley Associates Limited Partnership of
$565.

The company rents office space from an entity that is affiliated with the shareholders through common
ownership. Total rent paid to that entity was $13,467 during the year ended December 31, 2008. See
Note G for future minimum rental commitments.

Note E - Concentrations

100% of placement fees were generated from a single equity raise completed for Haley Associates
Limited Partnership for the year ended December 31, 2008 (See Note D).

Note F - Restricted Cash

The CRD - Escrow account contains restricted cash used to pay for new or renewal licensing fees to
federal and state agencies.

Note G — Commitments

The Company leases its facility from a related party as discussed in Note D. Future minimum rental
commitments under this non-cancelable lease are as follows as of December 31, 2008:

For Year Ending

December 31:

2009 13,467
2010 13,467
2011 13,467
2012 13,890
2013 13.890
Total $ 68181



Haley Securities, Inc.

Notes to Financial Statements (Continued)
For the Year Ended December 31, 2008

Note H ~ Employee Benefit Plan

The Company has a qualified 401(k) plan which covers substantially all employees meeting certain
eligibility requirements. Participants may contribute a portion of their compensation to the plan, up to
the maximum amount permitted under Section 401(k) of the Internal Revenue Code. The Company
matches the employee contributions up to 4% of eligible wages. The Company’s matching contribution
was $5,223 for the year ended December 31, 2008,

Note I — Concentration of Credit Risk

The Company maintains cash balances in one financial institution. The Federal Deposit Insurance
Corporation insures balances up to $250,000. At times the balances in the Company’s accounts may
exceed this limit.
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Haley Securities, Inc.

Computation of Aggregate Indebtedness and Net Capital in Accordance with

Rule 15¢3-1 Under the Securities Exchange Act of 1934

December 31, 2008

Aggregate Indebtedness:
Total Liabilities

Total Aggregate Indebtedness

Net Capital:
Credit items:
Common stock
Additional paid-in capital
Retained eamnings

Deduct Nonallowable Assets:
Property and other assets, net of
accumulated depreciation and amortization
Prepaid expenses and other assets
Haircut on securities

Net Capital
Capital Requirements:
Minimum dollar requirement
Net capital exceeding requirements

Net Capital

Percentage of Aggregate Indebtedness
to Net Capital

$

1,000

165,632

8,880
18,626
81

$__ 5009

$ . 2.009

$ 166,632

27,587

$ 130,045

$ 5,000
134,045

§ 139,045

4.0%




Haley Securities, Inc.

Reconciliation of Net Capital and Aggregate Indebtedness per Audit Report
to Client’s FOCUS Report

December 31, 2008

Aggregate indebtedness per audit report $ 5,009

Aggregate indebtedness per FOCUS Report 5,009

Difference b 0

Net capital per audit report $ 139,045

Net capital per FOCUS Report 139.045

Difference S 0
-10-



Haley Securities, Inc.

Information Relating to Possession or Control Requirements
December 31, 2008

This firm claims exemption to SEC Rule 15¢3-3 pursuant to subparagraph k2i.

-11-



Haley Securities, Inc.

Computation of Reserve Requirement
December 31, 2008

This firm claims exemption to SEC Ruie 15¢3-3 pursuant to subparagraph k2i.

-12-




BLACKMAN & AssSOCIATES, P.C.

CERTIFIED PUBLIC ACCOUNTANTS

Independent Auditors’ Report on Internal Control

Board of Directors and Stockholders
Haley Securities, Inc.
Omaha, Nebraska

In planning and performing our audit of the financial statements of Haley Securities, Inc. (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
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 inciuding 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 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 Govemners 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 judgements 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.

-13-
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Haley Securities, Inc.
Page Two

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 deficiency, or a combination of
deficiencies, in intemal control over financial reporting that is less severe than a material weakness, yet
important enough to merit attention by those responsible for oversight of the company’s financial
reporting.

A material weakness is a deficiency, or combination of deficiencies, in internal control over financial
reporting, such that there is a reasonable possibility that a material misstatement of the company’s annual
or interim financial statements will not be prevented or detected on a timely basis.

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 December 31, 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, 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.

o v Regocote A

Omaha, Nebraska
January 31, 2009
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