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OATH OR AFFIRMATION

I, William Hill , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Administrative Systems, Inc s a@s

of December 31 ,2009 , are true and correct. I 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 a customer, except as follows:

President

Title
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Notary Public ,'II‘Y' ,;. e‘og;; ‘:}}\;g :\\\“
This report ** contains (check all applica‘xm\é‘)&&%}:\
Kl (a) Facing Page.
i (b) Statement of Financial Condition.
&l (c) Statement of Income (Loss).
Ed (d) Statement of Changes in Financial Condition.
Ed (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors® Capital.
[ () Statement of Changes in Liabilities Subordinated to Claims of Creditors.
El (g) Computation of Net Capital.
i Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
Ed (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
OO () A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.
&d (1) An Oath or Affirmation.
Ea (m) A copy of the SIPC Supplemental Report.
Q (n) Areport describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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INDEPENDENT AUDITORS’ REPORT

Board of Directors
Administrative Systems, Inc.
Seattle, Washington

We have audited the accompanying statement of financial condition of Administrative Systems, Inc. (the
Company) as of December 31, 2008, and the related statements of income, changes in stockholders’
equity, and cash flows for the year then ended, that you are filing pursuant to Rule 17a-5 under the
Securities and 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 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 Administrative Systems, 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 supplemental information contained on pages 12 through 15 is presented for purposes
of additional analysis and is not a required part of the basic financial statements, but is supplemental
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 a
whole.

_Z%% :’wgg

Bellevue, Washington
February 23, 2009




Administrative Systems, Inc.

Statement of Financial Condition December 31, 2008
Assets
Cash and cash equivalents $ 1,027,858
Cash accounts for the exclusive benefit of customers 613,699
Accounts receivable 284,284
Prepaid expenses 68,903
Due from related party 173,381
Deposits 14,777
Due from parent company 3,417,210
$ 5,600,112
Liabilities and Stockholders’ Equity
Accounts payable $ 9,953
Payable to mutual fund and insurance companies 613,699
Accrued vacations 58,957
Federal income tax payable 219,409
Deferred rent 41,079
Total liabilities 943,097
COMMITMENTS
STOCKHOLDERS’ EQUITY:
Common stock, $1 par value, 1,000 shares authorized,
issued, and outstanding 1,000
Additional paid-in capital 555,733
Retained earnings 4,100,282
Total stockholders’ equity 4,657,015
$ 5,600,112

See accompanying notes to financial statements.




Administrative Systems, Inc.

Statement of Income

Year Ended December 31, 2008

REVENUES:
Service fees
Commissions
Total revenues

EXPENSES:
Salaries
Selling, general, and administrative
Total expenses

INCOME FROM OPERATIONS

OTHER INCOME:
Interest income

INCOME BEFORE INCOME TAXES

INCOME TAX PROVISION:
Current expense

NET INCOME

See accompanying notes to financial statements.

$ 2,912,475
31,973
2,944,448

$ 1,267,259
1,058,882
2,326,141

618,307

18,505

636,812

(219,409)

$ 417,403




Administrative Systems, Inc.

Statement of Changes in Stockholders’ Equity Year Ended December 31, 2008

Common Additional Retained
Stock  Paid-in Capital = Earnings

BALANCE, BEGINNING OF YEAR $1,000 | $ 555,733 $ 3,682,879

NET INCOME - 417,403

BALANCE, END OF YEAR $1,000 $ 555,733 $ 4,100,282

See accompanying notes to financial statements.




Administrative Systems, Inc.

Statement of Cash Flows

Year Ended December 31, 2008

Increase (Decrease) in Cash and Cash Equivalents

CASH FLOWS FROM OPERATING ACTIVITIES:

Net cash received from parent company for operating activities

Cash paid to suppliers
Interest income
Net cash provided by operating activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Net cash remitted to parent company
Cash received from parent company
Net cash used in financing activities

NET INCREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS, END OF YEAR

Reconciliation of Net Income to Net Cash
Provided by Operating Activities:

Net income
Adjustments to reconcile net income to net cash
provided by operating activities:
Increase in assets:
Accounts receivable
Prepaid expenses
Increase (decrease) in liabilities:
Accounts payable
Accrued vacations
Federal income tax payable
Deferred rent
Total adjustments

Net cash provided by operating activities

Supplemental Disclosure of Cash Flows Information:

$ 559,940

(306,118)

18,505

T 272,327
$ (559,940)
306,863

(253,077)

19,250

1,008,608

$ 1,027,858

$ 417,403
$  (32,480)
(36,393)
(26,257)
(6,812)
(46,803)
3,669

(145,076)

$ 272,327

All cash receipts from customers are deposited into accounts owned by the parent company and most

expenditures are paid directly by the parent company.

See accompanying notes to financial statements.




Administrative Systems, Inc.

Notes to Financial Statements

NOTE 1 — ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Organization:

Administrative Systems, Inc. (the Company) is located in Seattle, Washington. The Company is a subsidiary of
National Financial Partners Corporation (NFP), a Delaware corporation. The Company was created on January 1,

2003, through a merger and simultaneous acquisition by NFP.

The Company is a third-party administrator for insurance companies throughout the United States and for
Pennsylvania Mutual Funds. The Securities and Exchange Commission (SEC) and the Financial Industry
Regulatory Authority (FINRA) consider the Company a broker/dealer due to the Company’s relationship with

Pennsylvania Mutual Funds.
Summary of Significant Accounting Policies:

a. Basis of accounting — The financial statements of the Company have been prepared on the accrual basis of

accounting.

b. Cash and cash equivalents — The Company considers all highly liquid debt instruments purchased with a

maturity of three months or less to be cash equivalents.

c. Accounts receivable — The Company records trade accounts receivable from customers based on monthly
billings for services performed. The past due status of individual accounts is determined by the related
customer contracts. Accounts are written off as uncollectible when management determines that collection of

the balance is remote.

d. Revenue recognition — Service fee revenue is recognized as it is earned. Other revenue, such as commissions, is
recognized when received. Use of this method does not result in a material difference from the accrual method

required by generally accepted accounting principles.

e. Use of estimates — The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America 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.




Administrative Systems, Inc.

Notes to Financial Statements

NOTE 1 — ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued):

Summary of Significant Accounting Policies (continued):

f.  Federal income taxes — The Company is a member of a controlled group that files a consolidated income tax
return. NFP has adopted a method for allocating current and deferred income tax expense to each member of
the group included in its consolidated income tax return by applyihg SFAS No. 109, Accounting for Income
Taxes, to each member as if it were a separate taxpayer. Therefore, the Company’s tax provision is based on its
taxable income only. In addition, deferred tax assets and liabilities are determined on the differences between
the Company’s financial statements and tax basis of assets and liabilities, using enacted tax rates in effect for

the year in which the differences are expected to reverse.

g. Deferred rent — The Company has entered into an operating lease agreement for its administrative and
production office in Seattle that contains provisions for future rent increases. In accordance with generally
accepted accounting principles, the Company records monthly rent expense equal to the total of the payments
due over the lease term, divided by the number of months of the lease term. The difference between rent
expense recorded and the amount paid is credited or charged to deferred rent. For income tax purposes,

deferred rent is not recognized and rent expense is recorded as per the terms of the lease agreement.

h. Recent accounting pronouncements — In July 2006, the Financial Accounting Standards Board issued
Interpretation No. 48, Accounting for Uncertainty in Income Taxes (FIN 48). FIN 48 clarifies the accounting for
uncertainty in income taxes recognized in an enterprise’s financial statements in accordance with
Statement No. 109, Accounting for Income Taxes. FIN 48 prescribes a recognition threshold and measurement
attribute for the financial statement recognition and measurement of a tax position taken or expected to be
taken in a tax return. FIN 48 also provides guidance on derecognition of tax benefits, classification on the
balance sheet, interest and penalties, accounting in interim periods, disclosure, and transition. FIN 48 is
applicable to the parent company and its adoption had no material effect on Administrative Systems, Inc.’s

financial statements.

NOTE 2 — RETIREMENT PLAN:

The Company sponsors a defined contribution 401(k) profit-sharing plan for all employees meeting age and length
of service requirements. Eligible employees may elect to defer up to statutory limits. The Company may make
matching contributions of up to 25% of the first 6% of compensation that a participant contributes to the plan. The
Company made matching contributions of $17,223 for the year ended December 31, 2008. Additional amounts may
be contributed at the option of the Board of Directors. No additional amounts were contributed during the year
ended December 31, 2008.




Administrative Systems, Inc.

Notes to Financial Statements

NOTE 3 — RELATED-PARTY TRANSACTIONS:

The Company and Balance Program, Inc. (BPI) have entered into a common paymaster agreement. Under this
agreement, payrolls and related benefits for both companies are paid by BPL. The Company reimburses BPI for its

portion of the payroll and related benefits.

The Company deposits payments from customers for service fees, and funds other than trust cash, into a bank
account controlled solely by NFP. NFP provides cash funds as required for the operations of the Company.

NOTE 4 — COMMITMENTS:

The Company leases its office facility under an operating lease expiring January 2012. The facility lease provides
for the Company to pay taxes, maintenance, insurance, and certain other operating expenses. The Company
incurred rent expense of $162,065 for the year ended December 31, 2008.

Future minimum lease payments for the remaining term of the lease are as follows:

Years Ending

December 31 Amount
2009 $ 166,769
2010 175,143
2011 183,516
2012 15,351

$ 540,779

NOTE 5 — NET CAPITAL REQUIREMENTS:

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (Rule 15¢3-1), 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 1. The rule of the “applicable” exchange also provides that equity
capital may not be withdrawn or cash distributions paid if the resulting net capital ratio would exceed 10 to 1. At
December 31, 2008, the Company had net capital of $698,460, which was $448,460 in excess of the required
minimum net capital of $250,000, and a net capital ratio of 1.35 to 1.




Administrative Systems, Inc.

Notes to Financial Statements

NOTE 6 — CONCENTRATIONS OF CREDIT RISK:

A significant portion of the Company’s revenue is dependent upon a few customers, the loss of which could have a
material adverse effect on the Company. During the year ended December 31, 2008, Fortis Benefits Insurance
Company accounted for approximately 68% of the Company’s service fee revenue. Management believes the

relationship with Fortis Benefits Insurance Company is stable and will continue.

The Company’s financial instruments that are exposed to concentrations of credit risk consist of cash and accounts
receivable. The Company grants credit on an unsecured basis and controls credit risk on its accounts receivable

through monitoring procedures.

The Company places its cash with high quality credit institutions. At times, such balances may be in excess of the
Federal Deposit Insurance Corporation limit. The Company believes it is not exposed to any significant credit risk

on its cash accounts.
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Administrative Systems, Inc.

Computation of Audited Net Capital Under Rule 15¢3-1 Year Ended December 31, 2008

TOTAL OWNERSHIP EQUITY FROM STATEMENT OF FINANCIAL CONDITION $ 4,657,015
NON-ALLOWABLE ASSETS:
Receivable from non-customers (284,284)
Other assets (3,674,271)

NET CAPITAL $ 698,460

12



Administrative Systems, Inc.

Reconciliation of Unaudited Focus Report
Net Capital to Audited Net Capital

Year Ended December 31, 2008

NET CAPITAL, AS REPORTED IN THE COMPANY'S
PART II (UNAUDITED) FOCUS REPORT

ADJUSTMENTS TO NONALLOWABLE ASSETS:
Receivables from non-customers
Other items

OTHER AUDIT ADJUSTMENT:
Change to other liabilities

OTHER ITEM:
Other adjustments

NET CAPITAL PER PAGE 12

$ 707,979

(475)
473

(9,409)

(108)

$ 698,460

13



Administrative Systems, Inc.

Computation of Basic Net Capital Requirements Year Ended December 31, 2008

AGGREGATE INDEBTEDNESS:

Accounts payable $ 9,953
Payable to mutual funds and insurance companies 613,699
Accrued vacations 58,957
Federal income tax payable 219,409
Deferred rent 41,079

$ 943,097

COMPUTATION OF BASIC NET CAPITAL REQUIREMENTS:
Minimum net capital $ 250,000

Net Capital $ 698,460

RATIO OF AGGREGATE INDEBTEDNESS TO NET CAPITAL 1.35t01

14



Administrative Systems, Inc.

Year Ended December 31, 2008

REPORT DESCRIBING ANY MATERIAL INADEQUACIES
FOUND TO EXIST OR FOUND TO HAVE EXISTED
SINCE THE DATE OF THE PREVIOUS AUDIT

STATUS OF THE REMAINING ITEMS FOUND ON PAGE 2 OF THE
ANNUAL AUDITED REPORT FORM X-17A-5 PART 1II

(f) Statement of Changes in Liabilities Subordinated to the Claims of Creditors
(i) A Reconciliation, including appropriate explanation of the Computation of
Net Capital Under Rule 15¢3-1 and the Computation for Determination of

the Reserve Requirements under Exhibit A of Rule 15¢3-3

(k) A Reconciliation between the Audited and Unaudited Statements of
Financial Condition with Respect to the Methods of Consolidation

Not Applicable

Not Applicable

Not Applicable

Not Applicable

15
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INDEPENDENT AUDITORS’ REPORT
ON INTERNAL CONTROL
REQUIRED BY SEC RULE 17A-5

Board of Directors
Administrative Systems, Inc.
Seattle, Washington

In planning and performing our audit of the financial statements and supplemental information of
Administrative Systems, 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, including consideration of control
activities for safeguarding securities. This study included tests of compliance with such practices and

procedures that we considered relevant to the objectives stated in Rule 17a-5(g) in the following:

1. 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).

2. Making quarterly securities examinations, counts, verifications, comparisons, and recordation of

differences required by Rule 17a-13.

3. Complying with the requirements for prompt payment for securities under Section 8 of the
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System.

4. 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, 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 accordance 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 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 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 a 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 above 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 were adequate at December 31, 2008, to meet the SEC's

objectives.
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This report is intended solely for the use of the Board of Directors, management, the SEC, the New York Stock
Exchange, 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.

Bellevue, Washington
February 23, 2009
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