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OATH OR AFFIRMATION

SCOTT BARNES swear or affirm that to the best of

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

INVESTMENT PROFESSIONALS INC as

of
DECEMBER 31 20_08 are true and correct 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 customer except as follows

JENNIFER COIJRY

Public State of Texas

Commission Expires

Septemb 01 20

PRES IDENT

Title
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consolidation

An Oath or Affirmation
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ID USO1 CIPA
Certified Pub/ic Accountant

Member American Institute of Certified Public Accountants

REPORT OF INDEPENDENT AUDITOR

Board of Directors

Investment Professionals Inc

San Antonio Texas

have audited the accompanying statement of financial condition of Investment

Professionals Inc as of December 31 2008 and 2007 and the related statements of

income changes in stockholders equity changes in liabilities subordinated to the claims

of general creditors and cash flows for the years then ended These financial statements

are the responsibility of the Companys management My responsibility
is to express an

opinion on these financial statements based on my audit

conducted my audit in accordance with auditing standards generally accepted in the

United States of America Those standards require that plan and perform the audit to

obtain reasonable assurance about whether the financial statements are free of material

misstatement An audit includes examining on 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 believe that my audit provides

reasonable basis for my opinion

In my opinion the financial statements referred to above present fairly
in all material

respects the financial position of Investment Professionals Inc as of December 31 2008

and 2007 and the results of its operations and cash flows for the years then ended in

conformity with accounting principles generally accepted in the United States of

America

Harrison CPA

February 24 2009

P.O Box 65076 San Antonio Texas 78265-5076 545-3075 FAX 495-8061



INVESTMENT PROFESSIONALS

Statement of Financial Condition

December 31 2008 and 2007

ASSETS
2008 2007

Cash and cash equivalents

Investment securities

Accounts receivable

Prepaid expenses and deposits

Furniture and equipment net of accumulated

depreciation of $1450061 in 2008 and

$1199601 in 2007

2509081
1098759
1233541

484181

596195

2652416
1984586
1096031

668175

568480

Total assets 5.921.757 6969688

LIABILITIES AND STOCKHOLDERS EQUITY

Accounts payable and accrued expenses

Short positions

Total Liabilities

Liabilities subordinated to claims of

general creditors

Stockholders equity

Common stock $0.10 par value

Authorized 100000 shares issued

and outstanding 11400 shares

Paid-in capital

Retained earnings

Total stockholders equity

Total liabilities and stockholders equity

See notes to financial statements

1140
372871

4116836

4490847

Liabilities

2608459
78885

2687344

2279081
199760

2478841

1140

372871

2860402

3234413

5.921.757 6.969.688



iNVESTMENT PROFESSIONALS iNC

Statement of Income

Years Ended December 31 2008 and 2007

2008 2007

Commission Income 37796840 32564626

Clearing Charges and Commission Expense 23603433 19678124

Net Commission Income 14193407 12886502

General and Administration Expenses 11.393374 9223307

Income 2.800.033 3.663.195

See notes to financial statements



INVESTMENT PROFESSIONALS NC
Statement of Changes in Stockholders Equity

Years Ended December 31 2008 and 2007

Common Paid-in Retained

Stock Capital Earnings Total

Balance January 12007 1140 372871 4362453 4736464

Net Income 3663195 3663195

Dividend 3908812 3908812

Balance December 31 2007 1140 372871 4116836 4490847

Net Income 2800033 2800033

Dividend 4056467 4.056467

Balance December 31 2008 1.140 372.871 2.860402 3.234413

See notes to financial statements



INVESTMENT PROFESSIONALS INC

Statement of Changes in Liabilities Subordinated

to the Claims of General Creditors

Years Ended December 31 2008 and 2007

Subordinated liabilities January 2007

Subordinated liabilities December 31 2007

Subordinated liabilities December 31 2008

See notes to financial statements



INVESTMENT PROFESSIONALS INC

Statement of Cash Flows

Years Ended December 31 2008 and 2007

2008 2007

OPERATING ACTIVITIES

Net income 2800033 3663195

Adjustments to reconcile net income to net

cash used by operating activities

Depreciation 250460 208006

Increase Decrease in accounts receivables 137510 338966

Increase Decrease in prepaid expenses and deposits 183994 215205

Increase in payables
329.378 308.235

NET CASH PROVIDED BY OPERATING ACTIVITIES 3426355 4303197

INVESTING ACTIVITIES

Purchase/Sale of investment securities net 764952 1784826

Purchase of furniture and equipment 278175 176.118

NET CASH PROVIDED USED BY INVESTING

ACTIVITIES 486777 1960944

FINANCING ACTIVITIES
Dividend 4.056.467 3.908812

NET CASH USED BY FINANCING ACTIVITIES 4056467 3908812

INCREASE DECREASE iN CASH AND CASH EQUIVALENTS 143335 1566559

Cash and cash equivalents at beginning of year 2.652416 4218975

CASH AND CASH EQUIVALENTS AT END OF YEAR 2509.081 2.652.416

Interest cost paid in cash 162.274

Federal income taxes paid in cash

See notes to financial statements



iNVESTMENT PROFESSIONALS iNC

Notes to Financial Statements

December 31 2008 and 2007

NOTE NATURE OF BUSiNESS ANT SIGNIFICANT ACCOUNTiNG POLICIES

Nature of Business Investment Professionals Inc is Texas corporation formed in

1992 for the purpose of conducting business as broker/dealer in securities The

Company serves primarily individual and institutional customers in Alabama Arkansas

Colorado Florida Georgia Illinois Indiana Iowa Kansas Louisiana Massachusetts

Mississippi Missouri New Mexico Oklahoma Pennsylvania Tennessee Texas and

Wisconsin

The Company operates under the provisions of Paragraph k2ii of Rule 5c3-3 of the

Securities and Exchange Commission and accordingly is exempt from the remaining

provisions of that Rule Essentially the requirements of Paragraph k2ii provide that

the Company clear all transactions on behalf of customers on fully disclosed basis with

clearing broker/dealer and promptly transmit all customer funds and securities to the

clearing broker/dealer The clearing broker/dealer carries all of the accounts of the

customers and maintains and preserves all related books and records as are customarily

kept by clearing broker/dealer

The following is summary of the Companys significant accounting policies

Securities Transactions and Trade Date Basis Securities Purchases Proprietary securities

transactions commission revenue and related expenses are recorded on trade date basis

Liabilities for trade date basis purchases of securities represent obligations to the

Companys clearing broker for transactions executed but not yet settled relating to

securities purchased by the Company and held for resale securities owned Securities

owned and securities sold but not yet purchased are valued at market with the resulting

net unrealized gains and losses included in earnings of the current period

Use of Estimates The preparation of financial statements requires management to make

estimates and assumptions that affect certain reported amounts and disclosures

Accordingly actual results could differ from these estimates

Cash Equivalents For purposes of the statement of cash flows the Company has defined

cash equivalents as short-term highly liquid debt instruments purchased with maturity

of three months or less other than securities held for sale in the ordinary course of

business The Company invests its excess cash in money market funds

Investment Securities Investment securities are classified as available for sale and

carried in the financial statements at fair value Realized and unrealized gains and losses

determined using the specific identification method are included in earnings

Furniture and EquiDment Furniture and equipment is stated at cost or fair market value

at the date of contribution net of accumulated depreciation Depreciation is computed by

the straight-line method over five years



INVESTMENT PROFESSIONALS INC

Notes to Financial Statements

December 31 2008 and 2007

NOTE NATURE OF BUSINESS ANI SIGNIFICANT ACCOUNTING POLICIES

continued

Income Taxes Effective January 2006 the Company has elected to be taxed under the

provisions of Subchapter of the Internal Revenue Code Under those provisions the

Company does not pay federal corporate income taxes on its taxable income Instead the

stockholders are liable for individual federal income taxes on their respective shares of

the Company net income

NOTE INVESTMENT SECURITIES AND SHORT POSITIONS

At December 31 2008 the Company held the following investment securities and short

positions

Cost Market

Investment securities

Corporate Stocks and Mutual Funds 565529 465061

Corporate bonds par value $891000 4.3%

to 8.25% due in 2010 567654 297779

U.S Government Securities par value $294000

5.77% due in 2038 294013 296128

Municipal Bonds par value $15000

5% due in 2028 15894 16297

Certificates of Deposit par value $23000

4% to 4.65% due in 2012 22831 23494

1.465.921 1098.759

Proceeds Market

Short Positions

Corporate Stocks and Mutual Funds 75.102 78.885

NOTE NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission uniform net capital

rule Rule 15c3-1 which requires the maintenance of minimum amount of net capital

and requires that the ratio of aggregate indebtedness to net capital both as defined shall

not exceed 15 to Rule 5c3- also provides that equity capital may not be withdrawn

or cash dividends paid if the resulting net capital ratio would exceed 10 to At

December 31 2008 the Company had net capital and net capital requirements of

$1184715 and $250000 respectively The Companys net capital ratio was 2.2014 to

At December 31 2007 the Company had net capital and net capital requirements of

$1862097 and $250000 respectively The Companys net capital ratio was 1.2239 to



INVESTMENT PROFESSIONALS INC

Notes to Financial Statements

December 31 2008 and 2007

NOTE COMMITMENTS

The Company leases its office space under an operating lease agreement expiring March

31 2010 Rent expense for the years ended December 31 2008 and 2007 was $388745

and $337240 respectively and is included in general and administrative expenses in the

accompanying statement of income At December 31 2008 the aggregate minimum

rental commitments under this operating lease were as follows

2009 426843

2010 106737

NOTE OFF-BALANCE-SHEET RISK AND CONCENTRATION OF CREDIT

RISK

As discussed in Note the Companys customers securities transactions are introduced

on fully-disclosed basis with its clearing broker/dealer The clearing broker/dealer

carries all of the accounts of the customers of the Company and is responsible for

execution collection of and payment of funds and receipt
and delivery of securities

relative to customer transactions Off-balance-sheet risk exists with respect to these

transactions due to the possibility that customers may be unable to fulfill their contractual

commitments wherein the clearing broker/dealer may charge any losses it incurs to the

Company The Company seeks to minimize this risk through procedures designed to

monitor the credit worthiness of its customers and that customer transactions are executed

properly by the clearing broker/dealer

As discussed in Note the Company invests its excess cash in money market funds with

its clearing broker/dealer At December 31 2008 such investments were $1968859

These investments are insured by the Securities Investors Protection Corporation and by

private insurance obtained by the clearing broker/dealer Any amount not covered by

such insurance is at risk due to this concentration of credit risk



FL 1D 1H CPA
Certified Pubic Accountant

Member American Institute of Certified Public Accountants

REPORT OF INDEPENDENT AUDITOR ON THE SUPPLEMENTARY

INFORMATION

Board of Directors

Investment Professionals Inc

San Antonio Texas

My audit was made for the purpose of forming an opinion on the basic financial

statements taken as whole The supplementary information contained in

Schedules and is presented for purposes of additional analysis and is not

required part
of the basic financial statements but is supplementary information

required by Rule 17a-5 of the Securities and Exchange Commission Such

information has been subjected to the auditing procedures applied in the audit of

the basic financial statements and in my opinion is fairly stated in all material

respects in relation to the basic financial statements taken as whole

Harrison CPA

February 24 2009

10

P.O Box 65076 San Antonio Texas 78265-5076 545-3075 FAX 495-8061



INVESTMENT PROFESSIONALS INC

Computation of Aggregate Indebtedness

and Net Capital Under Rule 15c3-l Schedule

December 31 2008 and 2007

2008 2007

Aggregate indebtedness

Trade payable and accrued expenses 2608459 2279081

Total aggregate indebtedness 2608.459 2.279081

Minimum required net capital
250.000 250000

Net capital

Stockholders equity 3234413 4490847

Deductions

Accounts receivable 674815 677099

Prepaid expenses and deposits 484181 668175

Furniture and equipment net 596195 568480

Haircuts on securities owned 294307 714996

Net capital 1184915 1862097

Minimum required net capital
250000 250000

Capital in excess of minimum requirement 934915 1.612.097

Ratio of aggregate indebtedness to net capital
2.2014 to 1.2239 to

11



iNVESTMENT PROFESSIONALS INC

Reconciliation of the Computation of Aggregate Indebtedness

and Net Capital with that of the Registrant as

Filed in Part hA of Form X-17A-5 Schedule

December 31 2008 and 2007

2008 2007

Aggregate indebtedness

Aggregate indebtedness as reported

by registrant in Part IIA of Form X-17A-5 as

of December 31 2008 and 2007 2.608.459 2279081

Aggregate indebtedness as computed on Schedule 2.608.459 2.279.081

Net capital

Net capital reported by the

registrant in Part hA of Form X- 7A-5 as

of December 31 2008 and 2007 1.184915 1862.097

Net capital as computed on Schedule 1.184915 1.862.097

12



DL 1H CPA\
CertifiedPubic Accountant

rvlember American lnsdtute of Certified Public Accountants

REPORT OF INDEPENDENT AUIMTOR ON THE INTERNAL CONTROL
STRUCTURE

Board of Directors

Investment Professionals Inc

San Antonio Texas

In planning and performing my audit of the financial statements of Investment

Professionals Inc for the year ended December 31 2008 considered its internal control

structure including procedures for safeguarding securities in order to determine my

auditing procedures for the purpose of expressing my opinion on the financial statements

and not to provide assurance on the internal control structure

Also as required by Rule 17a-5g1 and of the Securities and Exchange

Commission have made study of the practices and procedures including tests of

compliance with such practices and procedures followed by Investment Professionals

Inc that considered relevant to the objectives stated in Rule 7a-5g in making the

periodic computation of aggregate indebtedness and net capital under Rule 7a-3 11 and

procedures for determining compliance with exemptive provisions of Rule 15c3-3

did not review the practices and procedures followed by the Company in making the

quarterly securities examinations counts verifications and comparisons and the

recordation of differences required by Rule 17a-13 in complying with the

requirements for prompt payment for securities under Section of Regulation of the

Board of Governors of the Federal Reserve System and in obtaining and maintaining

physical possession or control of all fully paid and excess margin securities of customers

as required by Rule 15c3-3 because the Company does not carry security accounts for

customers or perform custodial functions relating to customer securities

The management of the Company is responsible for establishing and maintaining an

internal control structure 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 internal control structure

policies and procedures 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 Commissions above-mentioned objectives Two of the objectives of an

internal control structure and the practices and procedures are to provide management

with reasonable but not absolute assurance that assets for which the Company has

responsibility are safe-guarded against loss from unauthorized use or disposition and that

transactions are executed in accordance with managements authorization and recorded

properly to permit preparation of financial statement in conformity with generally

accepted accounting principles Rule 7a-5g lists additional objectives of the practices

and procedures listed in the preceding paragraph

13
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R. Harrison CPA
aerifled Pzbllc Acactxant

Because of inherent limitations in any internal control structure or the practices and

procedures referred to above errors or irregularities 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

My consideration of the internal control structure would not necessarily disclose all

matters in the internal control structure that might be material weaknesses under

standards established by the American Institute of Certified Public Accountants

material weakness is condition in which the design or operation of the specific
internal

control structure element does not reduce to relatively low level the risk that errors or

irregularities in amounts that would be material in relation to the financial statements

being audited may occur and not be detected within timely period by employees in the

normal course of performing their assigned functions However noted no matters

involving the internal control structure including procedures for determining compliance

with the exemption provisions of Rule 15c3-3 that consider to be material weaknesses

as defined above

understand that practices and procedures that accomplish the objectives referred to in

the second paragraph of this report are considered by the Commission 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 material inadequacy for such purposes Based on this

understanding and on my study believe that the Companys practices and procedures

were adequate at December 31 2008 to meet the Commissions objectives

This report is intended solely for the use of management the Securities and Exchange

Commission and the National Association of Securities Dealers Inc and other

regulatory agencies which rely on Rule 7a-5g under the Securities Exchange Act of

1934 and should not be used for any other purpose

Harrison CPA

February 24 2009
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