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GATH OR AFFIRMATION

1, Thomas Moore, swear (or affirm) that, to the best of my knowledge and belicf the accompanying financial
statement and supporting schedules pertaining to the firm of Balaoce Sheet Solutions, LL.C, us of December
31, 2008, are tue and correct. I further swear (or affirm) that neither the company nor any partner, proprictor,
principal officer or director has any proprictary interest in any account classified solely 2s that of 2 customer.

| D e

Signihire

idel

Title

Mf_

Notary Public *

This repart ** conming {check all gpplicable boxet):

{ma) A copy of the SEPC Supplemental Repont,
(n} A ceport describing any material inadequacies found o exist or found to have existed since the date of the previous sadu.
(v} Independent Auditor's Report on Internal Control

v ia}Facing page.

¥ {b) Stateren of Financaal Condition.

¥ {c) Staternent of lncome (Loss).

¥ {d) Swstement of Cash Flaws.

¥ {e) Staternent of Changes in Stockbokdens' Equity of Paraers’ or Sole Progrictor's Coplial.

£} (N Statement of Changes in Liskilitics Subordinated to Chiims of Creduon.

¥ {§) Computation of Not Capital

0O  (h) Computation for Determination of Rescrve R:qmmnenu Pursuzant o Rule 15¢3-3,

O (i} Information Relsting to the Possession or Conuol Requiternents Under Rule 15¢3-3.

O () A Reconciliation, including appropriate exp ion of the Computation of Net Capital Under Rule 15¢3-1 and tha

Computation for Deterriination of the Rucrve Requiremens Under Exhibit A of Rule 15¢3-3,

] (k) A Recomlmnon between the sudiied and tzmudited its of Financial Condition with rexpect to methods of con.
solidation.

¢ (1} An Outh or Affirmtion.
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**For camditiuns of confidentind treaement of certain portions of this filing, see section 240.17a-3e)(3).
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McGladrey & Pullen

Certified Public Accountants

INDEPENDENT AUDITOR'S REPORT

To the Sole Manager
Balance Sheet Solutions, LLC
Warrenville, lllinois

We have audited the accompanying statement of financial condition of Balance Sheet Solutions, LLC (a wholly
owned subsidiary of Members United Corporate Federal Credit Unian) as of December 31, 2008, and the related
statements of operations, changes in equity, and cash flows for the year then ended that you are filing pursuant to
Rule 17a-5 under the Securities 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 malerial 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 Balance Sheet Solutions, 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 principles generally accepted in the United States of America.

Qur audit was conducted for the purpose of forming an opinion on the basic financial statements taken as a whole.
The information contained in the attached schedule 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 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 matenial respects in relation to the

basic financial statements taken as a whole.
/ﬁc% / /&%{_/ o

Minneapolis, Minnesota
February 25, 2009

balshe.mn.ann. cusc-fs.06.kp

McGladrey & Puller, LLP is a member firm of RSM International -
an affillation of separate and indeperdent legal entities.




BALANCE SHEET SOLUTIONS, LLC
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2008

ASSETS
Cash and cash equivalents
Investments
Receivable from parent company
Prepaid expenses and other assets
LIABILITIES AND EQUITY

Liabilities
Accrued expenses and other liabilities
Total hiabilities
Commitments and contingent liabilities
Equity

Contributed capital - -
Retained earnings

Total equity

The accompanying notes are an integral part of this statement.

$ 203878
5,955,460
370,324
376,632

$ 6,905,291

$ 383347

383,347

850,000
5,671,944

6,521,944

$ 6,905,291




BALANCE SHEET SOLUTICNS, LLC
STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2008

REVENUE
Commissions
Fee income from parent company
Service fees
Interest income

EXPENSES
Salaries and benefits
Fee expense to parenl company
Professional and outside services
Training, travel and communications
Office operations
Other

Total expenses

NET INCOME

The accompanying notes are an integral part of this statement,

$

2,803,987
6,881,942

102,327
1,185,829

10,974,085

3,513,498
2,872,168
603,219
184,694
30,115
122,257

7,325,951

$

3,648,134




BALANCE SHEET SOLUTIONS, LLC
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2008

Contributed
Capital Retained Earnings Total
Balance, December 31, 2007 $ 850,000 $ 2023810 $ 2873810
Net income - 3,648,134 3,648,134
Balance, December 31, 2008 $ 850,000 $ 5671,944 $ 6521944

The accompanying notes are an integral part of this statement.




BALANCE SHEET SOLUTIONS, LLC
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2008

CASH FLOWS FROM OPERATING ACTIVITIES

Net income $ 3,648,134
Adjustments lo reconcile net income to net cash provided by operating activities:
Decrease in receivable from parent company 520,220
Increase in prepaid expenses and other assets {201,733)
Decrease in accrued expenses and other liabilities {23,952
Net cash provided by operating activilies 3,942 669
CASH FLOWS FROM INVESTING ACTIVITIES
Increase in investments {3.841,112)
INCREASE IN CASH AND CASH EQUIVALENTS 101,557
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 1‘02,321
CASH AND CASH EQUIVALENTS AT END OF YEAR $ 203,878

The accompanying notes are an integral part of this statement. 5



BALANCE SHEET SOLUTIONS, LLC
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2008

ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES

Organization: Balance Sheet Solutions, LLC (the Company) was formed on October 10, 2002 as an !llinois
limited liability company. The Company is a broker dealer and investment advisor registered with the Securities
and Exchange Commission (SEC), and is a member of the Financial Industry Reguiatory Authority (FINRA).
The Company is a wholly owned subsidiary of Members United Corporate Federal Credit Union (Members
United). The Company offers securities transaction and non-discretionary investment advisory services to its
customers, principally credit unions and credit union service organizations. The Company is currently engaged
as a broker dealer for corporate debt securities, government and agency securities, and interests in mortgages
or other receivables. The Company also solicits time deposits for financial institutions, principally Members
United.

The Company clears its securities transactions on a fully disclosed basis through JPMorgan Chase Bank (the
Bank). in conjunction with its clearing role, JPMorgan Chase Bank is the custodian bank for securities owned by
the Company and also maintains segregated accounts on behalf of the Company's customers. The Company
operates a main office in lllinois, with registered branch offices in lowa, Minnesota, and New York.

The Company operates under the provisions of Paragraph (k){2)(i) of Rule 15¢3-3 of the SEC and, accordingly,
is exempt from the remaining provisions of that Rule. Essentially, the requirements of Paragraph (k)(2)(i)
provide that a broker dealer who carries no margin accounts promptly transmits all customer funds and delivers
all securities received in connection with its activities as a broker or dealer, does not otherwise hold funds or
securities for or owe money or securities-to customers and effectuates all financial transactions between the
broker or dealer and its customers through one or more bank accounts, each to be designated as Special
Account for the Exclusive Benefit of Customers of the Company. Broker dealers operating under the provisions
of (k)(2)(i) are also exempted from the remaining provisions of Rule 15¢3-3, including the requirement to make
the reserve computations under Rule 15¢3-3.

As a single-member limited liability company, the Company is a flow-through entity. As such, the income or loss
of the Company flows through to Members United for income tax purposes.

Use of Estimates in the Preparation of Financial Statements: The preparation of financial statemens 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 fiabilities at the date of the financial statements and the reported amounts of income and
expenses during the reporting period. Actual results could differ from those estimates.

Securities Transactions and Financial Instruments with Off-Balance-Sheet Risk: Profit and loss arising
from all securities transactions entered into for the account and risk of the Company are recorded on a trade-
date basis.

Investments owned are recorded at cost plus accrued interest, which approximales market value.



BALANCE SHEET SOLUTIONS, LLC
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2008

ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

The Company, under the correspondent agreement with its clearing broker, has agreed to indemnify the
clearing broker from damages or iosses resulting from customer transactions. The Company is, therefore,
exposed to off-balance-sheet risk of loss in the event that customers are unable to fulfill contractual obligations.
However, settlement of transactions is on a delivery versus payment method.

Commissions: Commissions and related clearing expenses are recorded on a trade-date basis as securities
transactions occur.

Loss Contingencies: Loss contingencies, including claims and legal actions arising in the ordinary course of
business, are recorded as liabilities when the likelihood of loss is probable and an amount or range of loss can
be reasonably estimated. Management believes there are no such matters that will have a material effect on the
financial statements.

Statement of Cash Flows: The Company considers cash on hand, cash deposits at the clearing organization,
and short-term investments having an initial maturity of six months or less that are not held for sale in the
ordinary course of business as cash and cash equivalents for purposes of the statement of cash flows.

Significant Accounting Policies: Effective January 1, 2008, the Company adopted Statement of Financial
Accounting Standard No. 157, Fair Value Measurements, (SFAS 157) issued by the Financial Accounting
Standards Board (FASB}. SFAS No. 157 defines fair value as the price thal would be received to sell an asset
or paid to transfer a liability in an orderly transaction between market participants at the measurement date and
sets out a fair value hierarchy. The fair value hierarchy gives the highest priority to quoted prices in active
markets for identical assets or liabilities {Leve! 1) and the lowest priority to unobservable inputs (Level

3). Inputs are broadly defined under SFAS 157 as assumptions market participants would use in pricing an
assel or liability. The three levels of the fair value hierarchy under SFAS 157 are described below:

Level 1. Unadjusted quoted prices in active markets for identical assets or liabifities that the reporting entity has
the abitity to access at the measurement date. The type of investments included in Level 1 include listed
equities and listed derivatives.

Levet 2. Inputs other than quoted prices within Level 1 that are observable for the asset or liability, either
directly or indirectly; and fair value is determined through the use of models or other valuation methodologies.
Investments which are generally included in this category include corporate bonds and loans, less liquid and
restricted equity securities and certain over-the-counter derivatives. A significant adjustment to a Level 2 input
could result in the Level 2 measurement becoming a Level 3 measurement,

Level 3. Inputs are unobservable for the asset or liability and include situations where there is little, if any,
market activity for the asset or liability. The inputs into the determination of fair value are based upon the best
information in the circumstances and may require significant management judgment or estimation. Investments
that are included in this category generally include equity and debt positions in private companies.

In certain cases, the inputs used to measure fair value may fall into different levels of the fair value hierarchy.
In such cases, an investment's level within the fair value hierarchy is based on the lowest level of input that is
significant to the fair value measurement. The Company's assessment of the significance of a particular input
to the fair value measurement in its entirety requires judgment, and considers factors specific to the investment.

7



BALANCE SHEET SOLUTIONS, LLC
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2008

At December 31, 2008, the Company’s investments consists of United States government agency securities
which are stated at cost plus accrued interest, which approximates fair value, These financial instruments are
classified as Level 2 in the fair value hierarchy.

CLEARING AGREEMENTS

In July 2003, the Company entered into a fully-disclosed clearing agreement with JPMorgan Chase Bank
whereby customer accounts are cleared by the Bank. The agreement calls for the Bank to maintain (1) a
separate custody clearing account in the name of the Company to hold securities for the account of the broker,
(2) a general deposit demand cash account linked with the clearing account, and (3} a segregated account titled
*Special Account for the Exclusive Benefit of Customers of Balance Sheet Solutions, LLC” holding fully paid-for
customer securities for the account of the Company's own customers, as specified in SEC Rule 15¢3-3(k)(2){i).
At December 31, 2008, the Company had $127,901 cash in the general deposit demand account at the Bank.

RELATED PARTIES

Under a Master Services Agreement dated December 31, 2003, and revised on December 31, 2007, the
Company, as an agent for Members United, provides marketing services and introduces financial products to
Members United's members as well as provides certain other invesiment services. Fee income paid by Members
United o the Company for marketing services performed under the Master Services Agreement totaled
$6,881,942 in 2008.

The Master Services Agreement calls for Members United to provide certain corporate suppaort services to the
Company such as telecommunication service, office rental, and treasury and accounting support. The Company
incurred $2,872,168 of expense reimbursement for these support services and costs in 2008.

At December 31, 2008, the Company had cash of $75,977 held in accounts at Members United.

EMPLOYEE BENEFITS

The employees of the Company participate in a 401(k} benefit plan sponsored by Members United. Employee
contributions are matched by the Company at a rate equal to 100 percent of the first 4 percent of the
compensation contributed. In addition, the Board of Directors of the parent company may approve a
discretionary profit sharing contribution for eligible employees annually. Expense for 2008 was $73,963.

NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (SEC

Rule 15¢3-1), which requires the maintenance of minimum net capital and requires that the ratio of aggregate
indebledness to net capital not exceed 15 to 1. At December 31, 2008, the Company's net capital as defined by
SEC Rule 15¢3-1 totaled $5,763,729, which was $5,663,729 in excess of its minimum net capital requirement of
$100,000. At December 31, 2008, the Company’s ratio of aggregate indebtedness to net capital was .07 to 1.



.. BALANCE SHEET SOLUTIONS, LLC
SCHEDULE OF THE COMPUTATION OF NET CAPITAL
PURSUANT TO RULE 15C3-1 OF THE SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31, 2008

Equity $ 6,521,944
Less: Non-Allowable Assets 745,953
Net Capital Before Haircuts 5,775,941

Additions to Net Worlh (Subordinated Debt)

Tentative Net Capital 5,775,991
Haircuts {12,262)
Net Regulatory Capital _ 5,763,729
Accrued Expenses and Other Liabilities 383,347
Aggregate Indebtedness (Al) 383,347
{Total Liabilities)

Calculation of Minimum Net Capital Requirement {1/15 of Al): - - 25,556
Regulatory Minimum Capital Requirement: 100,000
Excess Net Capital 5,663,729
Al 383,347
Net Capital 5,763,729
Ratio of Al to Net Capital 6.65%

Note: There were no material differences between the above computation and the amounts reported in the
Company’s corresponding unaudited Form X-17A-5 Part llA filing. Accordingly, no reconciliation is deemed
necessary.




McGladrey & Pullen

Certified Public Accountants

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL

To the Sole Manager
Balance Sheet Solutions, LLC
Warrenville, llinois

in planning and performing our audit of the financia! statements of Balance Sheet Solutions, LLC (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 (intemal 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 controd.

Alsc, 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 safequarding
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 pericdic computations of aggregate indebtedness and nef 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 security accounts for customers or perform custodial functions relating to customer
securities, we did not review the practices and pracedures followed by the Company in any of the folfowing:

(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 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 contrels, 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 safequarded 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 principals. 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.

McGladrey & Pullen, LLP is & member firm of RSM International —
an affiliation of separate and independent legal enities.




‘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 cn a timely basis. A
significant deficiency is a control deficiency, or a 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
accepled 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
remole likelihood that a material misstatement of the financial statements will not be prevented or detected by the
entity's internal control.

Our cansideration of internal control was for the limited purpose described in the first and second paragraphs and
would not necessarily identify all deficiencies in internal contral that might be malerial 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 lo 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 alf
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 infended solely for the information and use of the Sole Manager, management, the SEC, the Financial

Industry Regulatory Authority, 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.
/?M / g L L

Minneapolis, Minnesota
February 25, 2009

balshe mn.ann cuso-ls. 08 kp
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