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OATH OR AFFIRMATION

1, Loyd G. King , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Aura Financial Services, Inc. as
of December 31 ,20 08 , are true and correct. 1 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:

4 Signature L~

Fin Op

Title

—~Notary Public <

YO .

his: ort ** contains (check all applicable boxes):

(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders® Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(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 methods of
consolidation.

() An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

—
Lt

COF O OSOBRORER8AHE

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

To the Board of Directors
Aura Financial Services, Inc.
Birmingham, Alabama

We have audited the accompanying statement of financial condition of Aura Financial Services, Inc. as of
December 31, 2008 and the related statements of operations, stockholders’ 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 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 Aura Financial Services, 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.

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 supplementary schedules on pages 14-16 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 material respects in relation to the basic financial
statements taken as a whole.

Bosfle, Wosphsy Henk £ it .

Birmingham, Alabama
February 23, 2009
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AURA FINANCIAL SERVICES, INC.
Statement of Financial Condition
December 31, 2008

"~ Assets

Current assets

Cash and cash equivalents $ 33,697
Certificates of deposit . 48,625
Receivable from broker-dealers and clearing organizations 487,584
Income tax receivable 24,184
Prepaid expenses and other current assets 73,265

667,355

Other assets

Deferred income taxes , 18,542
Security deposit 25,058
' 43,600

$ 710,955

Liabilities and Stockholders’ Equity

Current liabilities

Bank overdraft $ 40,514
Accounts payable 22,437
Accrued litigation : 101,500
Accrued commissions . 325,174
Payable to broker-dealers and clearing organizations . 19,423

‘ 509,048

Stockholders’ equity
Class A common stock, $.01 par value, 50,000 shares

authorized, 5,000 shares issued and outstanding 50
Class B common stock, $.01 par value, 100,000 shares

authorized, 58,628 shares issued, 6,468 shares outstanding 586
Additional paid-in capital 204,022
Treasury stock, at cost, 52,160 shares (185,747)
Retained earnings . 182,996
201,907

$ 710,955

See notes to financial statements.



Sales
Listed securities
OTC securities
Mutual funds
Variable annuities
Options
Miscellaneous

Cost of sales
Commissions
Clearing charges

Gross profit
Interest income

Operating expenses
Salary and employee benefits
General and administrative
Rent
Data information systems
Professional fees
Postage
Licenses
Other

Loss from operations

Other income
Postage reimbursement

Loss before income taxes
Income tax benefit

Net loss

See notes to financial statements.

AURA FINANCIAL SERVICES, INC.

Statement of Operations
Year ended December 31, 2008

$

$

41,386
5,284,276
467,786
402,927
216,357
116,001

6,528,733

4,338,432
167,589

4,506,021

2,022,712

371,955

2,394,667

832,353
1,124,609
222,000
125,992
367,670
25,817
42,411
158,544

2,899,396

(504,729)

356,001

(148,728)
31,976

(116,752)



AURA FINANCIAL SERVICES, INC.
Statement of Stockholders’ Equity
Year ended December 31, 2008

Additional
Common Paid-in Treasury Retained
Stock Capital Stock Earnings Total

Balance - December 31, 2007 8 636 $ 204,022 $(185,747) § 299,748 $ 318,659
Net loss ' , ' - - - (116,752)  (116,752)
Balance - December 31, 2008 $ 636 § 204,022 $(185,747) $ 182,996 § 201,907

See notes to financial statements.




AURA FINANCIAL SERVICES, INC.
Statement of Cash Flows
Year ended December 31, 2008

Operating activities
Net loss
Adjustments to reconcile net loss to
net cash used in operating activities
Deferred tax benefit
Changes in operating assets and liabilities
Receivable from broker-dealers and
clearing organizations
Income tax receivable/payable
Prepaid expenses and other current assets
Security deposit
Accounts payable
Accrued litigation
Accrued commissions
Payable to broker-dealers and
clearing organizations
Net cash used in operating activities

Investing activities
Reinvestment of interest on certificates of deposit
Net cash used in investing activities
Financing activities
Proceeds from bank overdraft
Net cash provided by financing activities
Net decrease in cash and cash equivalents

Cash and cash équivalents - beginning of year

Cash and cash equivalents - end of year

See notes to financial statements.

$

(116,752)

(7,792)

140,364

(44,191) '

(8,396)
70

(37,272)
51,500

(57,156)

(1,570)
(87,195)

(199)
(199)

40,514
40,514
(46,380)
80,577

33,697




AURA FINANCIAL SERVICES, INC.
- Notes to Financial Statements
December 31, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Nature of Business

Aura Financial Services, Inc. (the Company) is a broker-dealer registered with the Securities and
Exchange Commission (SEC) and the Financial Industry Regulatory Authority (FINRA). The Company
derives the majority of its revenue from commissions associated with the trading of securities, mutual
funds, annuities, and other various financial instruments. The Company is an Alabama corporation with
offices in Alabama, Florida, and New York.

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. :

Cash and Cash Equivalents

The Company considers all investments with an original maturity of three months or less to be cash and
cash equivalents.

The Company maintains cash depository accounts which, at times, may exceed federally insured limits.
These amounts represent actual account balances held by financial institutions at the end of the period, and
unlike the balance reported in the financial statements, the account balances do not reflect timing delays
inherent in reconciling iterns such as outstanding checks and deposits in transit.

Securities Transactions

Proprietary securities transactions in regular-way trades are recorded on the trade date, as if they had settled.
Profit and loss arising from all securities and commodities transactions entered into for the account and risk
of the Company are recorded on a trade date basis. Customers’ securities and commodities transactions are
reported on a settlement date basis with related commission income and expenses reported on a trade date
basis. :

Marketable securities are valued at market value and securities not readily marketable are valued at fair
value as determined by the Company.



AURA FINANCIAL SERVICES, INC.
Notes to Financial Statements
December 31, 2008
(Continued)

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Receivables

Receivables are carried at their estimated collectible amounts. Accounts are considered past due based on
their contractual terms. Receivables are periodically evaluated for collectability based on past credit history
with customers and their current financial condition. The Company closely monitors outstanding balances
and writes off all balances that are deemed uncollectible. Therefore, no allowance is deemed necessary.

Commissions

Commissions and related clearing expenses are recorded on a monthly basis as the securities transactions
oceur,

Income Taxes

The Company provides for income taxes currently due and for the expected future tax effects of
temporary differences between book and tax bases of assets and liabilities. Deferred income taxes are
recognized for the tax consequences in future years of differences between the tax bases of assets and
liabilities and their financial reporting amounts at each year-end, based on enacted tax laws and statutory
tax rates applicable to the periods in which the differences are expected to affect taxable income.
Valuation allowances are established when necessary to reduce net deferred tax assets to the amount
expected to be realized.

Financial Accounting Standards Board Interpretation No. 48 (FIN 48), Accounting for Uncertainty in
Income Taxes, requires the evaluation and disclosure of uncertain tax positions. The Company has
elected to defer the application of FIN 48 under the guidance of Financial Accounting Standards Board
Staff Position No. FIN 48-3, Effective Date of FASB Interpretation No. 48 for Certain Nonpublic
Enterprises.

Advertising Costs

The Company expenses advertising cost as incurred. Advertising costs totaled $8,101 for the year ended
December 31, 2008 and included printed media advertisements and promotional items.



AURA FINANCIAL SERVICES, INC.
Notes to Financial Statements
December 31, 2008
(Continued)

NOTE 2 - RECEIVABLE FROM AND PAYABLE TO BROKER-DEALERS AND CLEARING
ORGAN TIZATIONS . '

The following is a summary of the recelvable from and payable to broker-dealers and clearing orgamzatlons
at December 31, 2008: —

Receivable Payable

Clearing organizations o $ 435508 $ . 19,423
Mutual fund companies 52,076 -
' ' $ 487,584 § 19,423

The recelvables represent commission, mterest and postage reimbursement income. The payable represents
clearing and related charges.

NOTE 3 - INCOME TAXES

The following is a summary of the components of the deferred tax asset at December 31, 2008:

Deferred tax assets

Accrued litigation : | , : $ 8,063
Net operating loss carryforward . : 10,479
. ' $ 18,542

Realization of deferred tax assets associated with net operating loss (NOL) carryforwards and reversal of
other temporary differences is dependent upon generating sufficient taxable income prior to expiration of
the NOL carryforwards. Management believes that no valuation allowance is necessary at December 31,
2008. The deferred tax asset related to the net operating loss carryforward will expire in 2023.

-10-



AURA FINANCIAL SERVICES, INC.
Notes to Financial Statements
December 31, 2008
(Continued)
NOTE 3 - INCOME TAXES - Continued

Income tax benefit consisted of the following at December 31, 2008:

Current tax benefit

Federal $ 24,184
State ' -
24,184
Deferred tax (expense) benefit

Federal , (1,875)
State . 9,607
—mr
5 31076

NOTE 4 - COMMON STOCK

The Company has two classes of common stock issued at December 31, 2008. The holders of Class A
common stock have exclusive voting power with respect to all elections of directors of the Company and in
respect to all other matters as to which vote or consent of the stockholders of the Company is required to be
taken. The holders of Class B common stock have no voting rights in any matters affecting the Company,
except as may otherwise be expressly required by law. The holders of Class A and Class B common stock
share equally and have equal rights with respect to entitlement to dividends, rights to receive distribution
upon liquidation, dissolution or winding up of the affairs of the Company.

NOTE 5 - COMMITMENTS AND CONTINGENCIES
Litigation

The Company is a party to various regulatory investigations incidental to its securities business and has
recognized a contingent liability for the settlement of these investigations of $37,500 at December 31, 2008.
Management of the Company, after consultation with outside legal counsel, believes that the resolution of
these investigations will not result in any additional material adverse effect on the Company’s financial
condition. However, regulatory investigations and any potential disciplinary actions are subject to inherent
uncertainties. Were an unfavorable outcome to occur, there exists the possibility of a material adverse
impact on the results of operations for the period in which the outcome occurs,

In addition, the Company has accrued $64,000 at December 31, 2008 for the remaining amount outstanding
on a settlement in 2008.

-11-



AURA FINANCIAL SERVICES, INC.
Notes to Financial Statements
December 31, 2008
{Continued)

NOTE 5 - COMMITMENTS AND CONTINGENCIES - Continued
Concentrations of Credit Risk

The Company is engaged in various trading and brokerage activities with counterparties, primarily broker-
dealers, banks, and other financial institutions. Currently, substantiatly all of the Company’s securities
transactions are cleared through one broker-dealer. In the event the counterparties do not fulfill their
obligations, the Company may be exposed to risk. The risk of default depends on the creditworthiness of
the counterparty or issuer of the instrument. It is the Company’s policy to review, as necessary, the credit
standing of each counterparty.

NOTE 6 - RELATED PARTY TRANSACTIONS

The Company contracted with Aura Holdings, Inc. to provide equipment and office space and to perform
administrative and accounting services for the Company during the year. The president of the Company is a
major stockholder in Aura Holdings, Inc. The amount paid for these services totaled $2,089,500 for the
year ended December 31, 2008,

NOTE 7 - 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. The Company is prohibited from
engaging in any security transactions at a time when its “aggregate indebtedness” exceeds fifteen times
its “net capital” as those terms are defined by SEC rule 15¢3-1. The SEC may also require a member
organization to reduce its business if its net capital ratio (aggregate indebtedness divided by net capital)
exceeds 12 to 1, and may prohibit expansion of its business if the ratio exceeds 10 to 1. The SEC requires
that a minimum of $50,000 net capital be maintained at all times. The Company has a net capital of $86,431
which is $36,431 in excess of its required net capital of $50,000 at December 31, 2008. The Company has a
ratio of aggregate indebtedness to net capital of 5.89 to 1.00 at December 31, 2008.

NOTE 8 - SUPPLEMENTAL CASH FLOW DISCLOSURES

Net cash used in operating activities reflects cash payments for taxes of $21,702 for the year ended
December 31, 2008.

-12-
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AURA FINANCIAL SERVICES, INC.
Computation of Net Capital Under Rule 15¢3-1 of the

Securities and Exchange Commission
December 31, 2008

Net capital

Total stockholders’ equity from statement of financial condition
Deduct stockholders’ equity not allowable for net capital
Total stockholders’ equity qualified for net capital

Deductions and/or charges
Nonallowable assets
Prepaid expenses
Income tax receivable
Deferred income taxes

Net capital

Aggregate indebtedness
Items included in statement of financial condition
Bank overdraft, accounts payable and accrued expenses
Total aggregate indebtedness

Computation of minimum net capital requirement
Minimum net capital required (6-2/3% of aggregate mdebted.ness)
Minimum dollar net capital requirement

Net capital requirement (greater of above)
120% of minimum dollar net capital requirement

Excess net capital
Fxcess net capital at 120% of minimum dollar net capital requirement
Excess net capital at 1,000% (net capital - 10% of

aggregate indebtedness)

Ratio: Aggregate indebtedness to net capital

See independent auditors’ report.

-14-

201,907

201,907

72,750
24,184
18,542

115,476

86,431

509,048

509,048

33,954
50,000

50,000
60,000

36,431
26,431

35,526

5.89



AURA FINANCIAL SERVICES, INC.
Reconciliation of Computation of Net Capital
Under Rule 17a-5(d)(4) of the Securities and Exchange Commission
December 31, 2008

There were no material differences in the aggregate amount or in individual amounts between net capital
as computed and reported in the preceding supplementary information and net capital computed and
reported in the Company’s corresponding unaudited Form X-17A-5, Part I1A, filed as of December 31,
2008. .

See independent auditors’ report.
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AURA FINANCIAL SERVICES, INC.
Information Pursuant to the Reserve Requirements
Under Rule 15¢3-3 of the Securities and Exchange Commission
(Exemptive Provision) '
December 31, 2008

Rule 15¢3-3 of the Securities and Exchange Commission requires the maintenance of reserves with respect
to customers® cash and cash realized through the utilization of customers’ securities. The Company has
claimed an exemption under section (k)(2)(ii) as all customer transactions cleared through another broker-
dealer on a fully disclosed basis. '

See independent auditors’ report.

-16-
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INDEPENDENT AUDITORS’ REPORT ON
INTERNAL ACCOUNTING CONTROL

To the Board of Directors
Aura Financial Services, Inc.
Birmingham, Alabama

In planning and performing our audit of the financial statements and supplementary schedules of Aura
Financia! Services, Inc. (the Company) for the year ended December 31, 2008, we considered its internal
control in order to determine our auditing procedures for the purpose of expressing our opinion on the
financial statements and not to provide assurance on internal control.

As required by rule 17a-5(g)(1) of the Securities Exchange Commission (SEC), we have made a study of
the practices and procedures followed by the Company including 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 aggrepate 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 Governors of the Federal Reserve System

3. Obtaining and maintaining physical possession or control of all fully paid and excess margin
securities of customer as required by Rule 15¢3-3

The management of the Company is responsible for establishing and maintaining internal contro] 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

-17-
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CERTIFIED PUBLIC ACCOUNTANTS

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 accounting principles generally accepted in the United States of America.
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 peniods 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.

Our consideration of internal control included procedures to evaluate the design of controls relevant to an
audit of financial statements and to determine whether they have been implemented, but it did not include
procedures to test the operating effectiveness of controls, and accordingly, was not directed to
discovering significant deficiencies in internal control. Therefore, our consideration of internal controf
would not necessarily disclose all matters in internal control that might be significant deficiencies or
material weaknesses under standards established by the American Institute of Certified Public
Accountants. 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 (GAAP) 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. 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.

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 adeguate 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.

Banficld, m%,%x § ot D

Birmingham, Alabama
February 23, 2009
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