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independent Accountants Report on
Financial Statements and Supplementary information

Board of Directors

Ballew Investments Inc

Jackson Mississippi

We have audited the accompanying statement of financial condition of Ballew Investments Inc

wholly-owned subsidiary of Security Ballew Inc as of December 31 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 7a-5 under the Securities Exchange Act of 1934 These

financial statements are the responsibility of the Companys management Our responsibility is

to express an opinion on these financial statements based on our audit The financial statements

of Ballew Investments Inc as of and for the year ended December 31 2007 were audited by
other accountants whose report dated February 2008 expressed an unqualified opinion on

those statements

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 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 reasonable basis for our opinion

In our opinion the 2008 financial statements referred to above present fairly in all material

respects the financial position of Ballew Investments Inc as of December 31 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 whole The supplementary information contained on pages and 10 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 under the Securities 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 whole

February 19 2009

Praxiti
MEMBER

experience



Ballew Investments Inc

Statements of Financial Condition

December 31 2008 and 2007

2008 2007

Assets

Cash 42318 92875

Deposit with clearing broker 25000 25000

Due from affiliate 6116

Commissions receivable 341

73775 117883

Liabilities and Stockholders Equity

Liabilities

Accounts payable and accrued expenses 3760 3527

Due to affiliate 73120

3760 76647

Stockholders Equity

Common Stock $.0 par value

Authorized 1000000 shares

Issued and outstanding 10000 shares 100 100

Additional paid-in capital 59900 59900

Retained earnings deficit 10015 18764

70015 41236

73775 117883

See Notes to Financial Statements



Ballew Investments Inc

Statements of Operations

Years Ended December 31 2008 and 2007

2008 2007

Revenues

Commission and fee income 679311 541643

Interest income 1085 1780

680396 543423

Expenses

Commissions 31956 19770

General and administrative 342871 338753

374827 358523

Income From Operations 305569 184900

Other Income 432 35000

Income Before Income Taxes 306001 219900

Income Tax Expense 112222 73120

Net Income 193779 146780

See Notes to Financial Statements



Ballew Investments Inc

Statements of Changes in Stockholders Equity

Years Ended December 31 2008 and 2007

Balance at January 2007

Net income 2007

Dividends paid 2007

Balance at December 31 2007

Net income 2008

Dividends paid 2008

Balance at December 31 2008

Additional

Paid-in

Capital

59900

Common

Stock

100

Retained

Earnings

Deficit

15544

146780

150000

18764

193779

165000

10015

Total

Stockholders

Equity

44456

146780

150000

41236

193779

165000

70015

100 59900

100 59900

See Notes to Financial Statements



Ballew Investments Inc

Statements of Cash Flows

Years Ended December 31 2008 and 2007

2008 2007

Operating Activities

Net income 193779 146780

Changes in

Due from affiliate 6116
Commissions receivable 333 605

Accounts payable and accrued expenses 233 291

Due to affiliate 73120 61736

Net cash provided by operating activities 114443 208830

Financing Activities

Dividends paid 165000 150000

Net cash used in investing activities 165000 150000

Increase Decrease in Cash 50557 58830

Cash Beginning of Year 92875 34045

Cash End of Year 42318 92875

Supplemental Cash Flows Information

Income taxes paid 183120 11384

See Notes to Financial Statements



Ballew Investments Inc

Notes to Financial Statements

December 31 2008 and 2007

Note Organization and Summary of Significant Accounting Policies

Nature of Business and Ownership

Ballew Investments Inc the Company is broker-dealer registered with the Securities and

Exchange Commission SEC and is member of the Financial Industry Regulatory Authority

FINRA The Company is located in Jackson Mississippi and engages primarily in the business

of selling variable life insurance and annuity products mutual funds and securities traded on

various exchanges The Company has clients throughout the United States the majority of which

are located in the South and Southeast

The Company is wholly-owned subsidiary of Security Ballew Inc Security Ballew SB

Holding Company Inc SB Holding Mississippi Corporation owns 100% of Security Ballew

The Company and SB Holding are under common management

Recognition of Commission and Fee Income

Commission income on variable life insurance and annuity products is recognized as revenues

when due from the policy issuer Commission income on securities transactions is recognized on

the trade date

Subordinated Borrowings

The Company had no borrowings under subordination agreements at December 31 2008 or 2007

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting

principles 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

Reclassifications

Certain reclassifications have been made to the 2007 financial statements to conform to the 2008

presentation The reclassifications had no effect on the changes in financial position

Note Net Capital Requirement

The Company is subject to the SEC Uniform Net Capital Rule SEC Rule 5c3- which requires

the maintenance of minimum net capital and requires that the ratio of aggregate indebtedness to

net capital both as defined shall not exceed 15 to Net capital and aggregate indebtedness



Ballew Investments Inc

Notes to Financial Statements

December 31 2008 and 2007

change from day to day At December 31 2008 and 2007 the Companys aggregate indebtedness

to net capital was 0.059 to and 2.174 to respectively

The net capital requirement at December 31 2008 and 2007 follows

2008 2007

Minimum net capital required greater of $5000

or 6.67% of aggregate indebtedness 5000 5112

Net capital computed using regulatory agency

requirements 63900 35250

Excess net capital 58900 30138

Note Income Taxes

The Company for income tax purposes is included in the consolidated tax return of its affiliated

group For financial statement purposes the Company computes its income tax by applying the

statutory rate to its pretax income reported in the financial statements separate return method

No consideration is given to any potential taxes arising pursuant to the parent companys

application of their interpretation of Financial Accounting Standards Board FIN 48-3 Accounting

for Uncertainly in Income Taxes

The provision for income taxes which at December 31 2007 was recorded as payable to the

affiliate consists of the following

2008 2007

Federal 96682 62573

State 15540 10547

112222 73120

Note Other Income

During 2007 as result of the merger between the NASD and the NYSE creating FINRA each

broker dealer firm received $35000 The Company has recorded this as other income No similar

payments were received in 2008 and none are anticipated in the future



Ballew Investments Inc

Notes to Financial Statements

December 31 2008 and 2007

Note Related-party Transactions

As discussed in Note the Company is wholly-owned subsidiary of Security Ballew The

Company operates in consort with Security Ballew and other subsidiaries of Security Ballew to

provide wide range of financial services to its customers As result certain services and

expenses are shared among members of the group

Management and certain administrative services were provided by Security Ballews officers and

employees and the costs of certain employee benefits and office space were also absorbed by

Security Ballew Security Ballew allocates and Ballew Investments Inc records these expenses in

amounts determined according to reasonable allocation applied on consistent basis For the

years ended December 31 2008 and 2007 these costs totaling $214099 and $222047

respectively were charged to the Company based on this allocation method

The Company has an intercompany receivable of $6116 and an intercompany payable of $73120

relating to management fee and income taxes as of December 31 2008 and 2007 respectively

Related-party accounts are settled regularly

The amount of dividends is determined by management of Security Ballew who has the ability to

affect the results of operations of the Company Consequently the results of the Companys

operations may not necessarily be indicative of its operations as stand-alone company



Ballew Investments Inc

Schedule Computation of Net Capital Requirement

Under SEC Rule 15c3-1

December 31 2008 and 2007

2008 2007

Net Capital

Total stockholders equity from statements of

financial condition 70015 41236

Deduction for nonallowable assets

Nonallowable 6115 5986

Net capital 63900 35250

Aggregate Indebtedness

Total aggregate indebtedness from statements of

financial condition 3760 76647

Computation of Basic Net Capital Requirement

Minimum net capital required greater of $5000

or 6.67% of aggregate indebtedness 5000 5112

Excess Net Capital 58900 30138

Ratio Aggregate Indebtedness to Net Capital 0.059 to 2.174 to

No material differences exist between the above net capital calculation and the corresponding

infonnation included in the Companys unaudited X- 7A-5 Part II filing as of December 31 2008

Therefore no reconciliation of the two computations is deemed necessary



Ballew Investments Inc

Schedule II Computation for the Determination

of the Reserve Requirements Under SEC Rule 15c3-3

and Information Relating to Possession or Control

Requirements Under SEC Rule 15c3-3

Years Ended December 31 2008 and 2007

Exemption Under Section k2ii Has Been Claimed

The Company is not required to file the above schedules as it has claimed exemption from Securities and

Exchange Commission Rule 15c3-3 under Paragraph k2ii of the rule as the broker-dealer is an

introducing broker-dealer who clears all transactions on fully-disclosed basis through clearing broker

dealer and promptly transmits all customer funds and securities to the clearing firm which carries all the

customer accounts and maintains the appropriate books and records

10
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Independent Accountants Report on Internal

Accounting Required by SEC Rule 17a-5

Board of Directors

Ballew Investments Inc

Jackson Mississippi

In planning and performing our audit of the fmancial statements of Ballew Investments 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 Companys internal control over

financial reporting internal control as 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 Companys internal control Accordingly we do not express an opinion on the

effectiveness of the Companys internal control

Also as required by Rule 7a-5g of the Securities and Exchange Commission SEC we have made

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 7a-5g in making the periodic computations of

aggregate indebtedness or aggregate debits and net capital under Rule 7a-3a 11 and for determining

compliance with the exemptive provisions of Rule 5c3-3 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

Making quarterly securities examinations counts verifications and comparisons and

recordation of differences required by Rule 7a- 13

Complying with the requirements for prompt payment for securities under Section of

Federal Reserve Regulation 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 in the preceding paragraph and to assess whether those

practices and procedures can be expected to achieve the SECs 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 managements authorization and recorded properly to permit the preparation of financial

statements in conformity with generally accepted accounting principles Rule 7a-5g lists additional

objectives of the practices and procedures listed in the preceding paragraph

Praxit
MEMBER

experience



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

control deficiency exists when the design or operation of control does not allow management or

employees in the normal course of performing their assigned functions to prevent or detect

misstatements on timely basis significant deficiency is control deficiency or combination of

control deficiencies that adversely affects the Companys ability to initiate authorize record process or

report financial data reliably in accordance with generally accepted accounting principles such that there

is more than remote likelihood that misstatement of the Companys financial statements that is more

than inconsequential will not be prevented or detected by the Companys internal control

material weakness is significant deficiency or combination of significant deficiencies that results in

more than remote likelihood that material misstatement of the financial statements will not be

prevented or detected by the Companys 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 material inadequacy for such purposes

Based on this understanding and on our study we believe that the Companys practices and procedures

as described in the second paragraph of this report were adequate at December 31 2008 to meet the

SECs 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 7a-5g 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

LP

February 19 2009
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