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Marmann
rMsates

INDEPENDENT AUDITORS REPORT

Director and Stockholder

Avalon Investment Securities Group Inc

Muscle Shoals Alabama

We have audited the accompanying statement of financial condition of Avalon Investment Securities Group Inc as of

March 31 2010 and the related statements of operations changes in stockholders equity and cash flows for the year then

ended These fmancial statements are the responsibility of the Companys management Our responsibility is to express an

opinion on these financial statements based on our audit

We conducted our audit in accordance with generally accepted auditing standards in the United States of America These

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 financial statements referred to above present fairly in all material respects the financial position of Avalon

Investment Securities Group Inc as of March 31 2010 and the results of 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

accompanying supplementary information is presented for purposes of additional analysis and is not required part of the basic

financial statements but is supplementary information required by Rule 7a-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 our

opinion is fairly stated in all material respects in relation to the basic financial statements taken as whole

4t
armann Associates P.C

May5 2010

INTEGRITY TRUST VALUE

Marmann Associates P.C

Certified Public Accountants Business Consultants

900 East Second Street Post Office Box 567 Sheffield AL 35660

Phone 256 381-1473 Toll Free 800 540-9141 Fax 256 381-1484

www.marmannmccrary.com info@marmannmccrary.com

Registered Public Company Accounting Oversight Board PCAOB
Member American Institute of Certified Public Accountants AICPA Center for Public Company Audit Firms

AICPA Private Companies Practice Section Alabama Society of Certified Public Accountants



AVALON INVESTMENT SECURITIES GROUP INC

STATEMENT OF FINANCIAL CONDITION

MARCH 31 2010

ASSETS

Current Assets

Cash and cash equivalents 16732

Commissions receivable 50560

Note receivable Shareholder 15821

Investments 6336

Prepaid expenses 1277

Total Current Assets 90726

TOTAL ASSETS 90726

LIABILITIES AND STOCKHOLDERS EQUITY

Current Liabilities

Accounts payable 853

Assessment fees payable 4987

Commission payable 35392

Total current liabilities 41232

Total Liabilities 41232

Stockholders Equity

Common stock $10.00 par value per share

400 shares authorized 100 shares

issued and outstanding 1000

Additional paid-in captial 66579

Accumulated deficit 18085
Total Stockholders Equity 49494

TOTAL LIABILITIES AND STOCKHOLDERS EQUITY 90726

The accompanying notes are an integral part of these fmancial statements



AVALON INVESTMENT SECURITIES GROUP INC

STATEMENT OF OPERATIONS

FOR THE YEAR ENDED MARCH 31 2010

REVENUE
Commissions 314090

Total Revenue 314090

Expenses

Administration expenses 30067

Audit and tax preparation 4600
Bank charges 218

Commissions 219226

Consulting 36579
Contract Labor 390

Dues and ssessments 3346
Internet 1857

Licenses and permits 1200

Miscellaneous
expense 1017

Othertaxes 110

Postage printing delivery and reproduction 3347
Professional development 40

Rent 11445

Repairs 337

Supplies 1957

Telephone 7701
Travel 134

Total Operating Expenses 323571

Other Income Expense

Interest income 17
Administrative processing fees 2438
Unrealized gain on securities 462

Total Other Income Expenses 2917

Net loss 6564

The accompanying notes are an integral part of these fmancial statements



AVALON INVESTMENT SECURITIES GROUP INC

STATEMENT OF CHANGES IN STOCKHOLDERS EQUITY
FOR THE YEAR ENDED MARCH 31 2010

Retained

Additional Earnings

Common Stock Paid-In Accumulated

Shares Amount Capital Deficit

BALANCE April 12009 100 1000 66579 11521

NET LOSS 6564

BALANCE-March 31 2010 100 1000 66579 18085

The accompanying notes are an integral part of these fmancial statements



AVALON INVESTMENT SECURITIES GROUP INC

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED MARCH 31 2010

Operating Activities

Net income loss 6564
Items not requiring providing cash

Unrealized
gain on securities 462

Changes in

Commission receivable 3251

Prepaid expenses 1251

Assessment fees payable 1887

Commission payable 2276

Accounts payable 374

Net cash provided by operating activities 4489

Financining Activities

Repayment of stockholders loans 9100

Net cash provided by financing activities 9100

Increase in Cash 4611

Cash Beginning of Year 12121

Cash End of Year 16732

The accompanying notes are an integral part of these fmancial statements



AVALON INVESTMENT SECURITIES GROUP INC

NOTES TO FINANCIAL STATEMENTS
MARCH 31 2010

NOTE -ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Avalon Investment Securities Group Inc is corporation operating as broker/dealer licensed to sell mutual funds and

various insurance products including variable annuities variable universal life etc and direct participation programs The

Company does not carry security accounts for customers or perform custodial functions relating to customer securities

Basis of Accounting

The Companys policy is to prepare its fmancial statements on the accrual basis of accounting

Cash and Cash EQuivalents

For the purpose of the statements of cash flows the Company considers all short-term debt securities purchased with maturity

of three months or less to be cash equivalents

Allowance for Doubtful Accounts

No allowance for uncollectible accounts has been provided since it is believed that the balance in accounts receivable is all

collectible

Revenue and Expense Recognition

Commission revenues and the related
expenses are recognized at the settlement date although certain commissions are not

received or paid until an extended period after the sale The Companys policy has been to pay out up to 90% of commission

revenue as commission expense Commissions payable are recorded at an appropriate percentage of commission receivable in

accordance with this policy

Use of Estimates

The preparation of fmancial statements in conformity with generally accepted accounting principles requires management to

make estimates and assumptions that affect the reported amounts of assets and liabilities at the date of the fmancial statements

and the reported amounts of revenues and expenses during the reporting period Actual results could differ from those

estimates

NOTE 2- NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule rule l5c3-l which requires

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

shall not exceed 15 to At March 31 2010 the Company had net capital of $25759 which was $20759 in excess of its

required net capital of $5000 The Companys percentage of aggregate indebtedness to net capital was 160%

NOTE 3- LIABILITIES SUBORDiNATED TO CLAIMS OF CREDITORS

There were no liabilities subordinated to claims of creditors as of March 31 2010 or during the year then ended



AVALON INVESTMENT SECURITIES GROUP INC

NOTES TO FINANCIAL STATEMENTS
MARCH 31 2010

NOTE 4-INCOME TAXES

As of March 31 2010 the Company has an unused net operating loss carry-forward of approximately $13687 that is available

to offset future taxable income This unused net operating loss carry-forward balance expires through 2028 and 2029

The tax years 2006 2007 and 2008 remain subject to examination by taxing authorities

Significant components of the Companys deferred tax assets as of March 31 2010 are as follows

2010

Deferred tax assets

Net operating loss carryforwards 4654
Unrealized gain on investments 157

4497
Valuation allowance for deferred

tax assets 4497

Deferred tax assets

Due to uncertainties related to the extent and timing of our future taxable income the Company has established total

valuation allowance against deferred tax assets

NOTE 5- RELATED PARTY TRANSACTIONS

Certain general and administrative services are being perfonned at no charge or on shared cost arrangement by company
related through common ownership These services include secretarial accounting communication and other general office

costs

The Company has Note receivable from its shareholder at March 31 2010 of $15821 This note is noninterest bearing and

due on demand

NOTE 6- INVESTMENTS

The Companys securities investments are bought and held principally for the purpose of selling them in the near term They

are classified as trading securities and are recorded at fair value on the balance sheet The change in fair value during the

period is included in earnings as Other income or loss

NOTE 7-LIABILITY INSURANCE

The Company remains self-insured As result any judgment against the Company from litigation arising subsequent to date

of occurence could adversely affect the Companys results of operations
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AVALON INVESTMENT SECURITIES GROUP INC

Computation of Net Capital Under Rule 15c3-1 of the

Securities and Exchange Commission

As ofMarch3l 2010

NET CAPiTAL

Total Stockholders Equity 49494
Deduct Stockholders Equity Not Allowable for Net Capital

Total Stockholders Equity Qualified for Net Capital 49494

Add

Allowable Subordinated Liabilities

Other Deductions or Credits

Total Capital and Allowable Subordinated Liabilities 49494

Deductions and/or Charges

Non-Allowable Assets

Shareholder Receivable 15821

Commission Receivable 5688

Investments

Prepaid Expenses 1276 22785
Secured Demand Note Deficiency

Capital Charges for Spot and Commodity Futures

Other Deductions and/or Charges

Net Capital befor Haircuts on Securities Positions 26709

Haircuts on Securities

Contractual Commitments

Subordinated Debt

Trading and Investment Securities

Exempted Securities

Debt Securities

Options

Other Securities 950 950
Undue Concentration

Other

NET CAPITAL 25759



AVALON INVESTMENT SECURITIES GROUP iNC
Computation of Net Capital Under Rule 15c3-l of the

Securities and Exchange Commission

As of March 31 2010

AGGREGATE INDEBTEDNESS 41232

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Minimum Net Capital Required 5000

EXCESS NET CAPITAL 20759

EXCESS NET CAPITAL AT 1000% 16636

PERCENT OF AGGREGATE Th1DEBTEDNESS TO NET CAPITAL 160%
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AVALON INVESTMENT SECURITIES GROUP iNC

EXEMPTIVE PROVISION UNDER RULE 15c3-3

As of March 31 2010

An exemption from Rule 15c3-3 is claimed by the Company The exemption is based

on subsection kl Section k1 states

kl The provisions of this section shall not be applicable to broker or dealer

whose dealer transactions as principal for his own account are limited to the

purchase sale and redemption of mutual funds and/or variable annuities only

If this statement is true the broker-dealer is exempt from Rule 15c3-3

The Company is in compliance with the above exemptive provision of Rule 15c3-3 at

March 31 2010 Nothing came to the attention of our auditors to indicate such

conditions had not been materially complied with for the fiscal year ended

March 31 2010

11



GMannann

INDEPENDENT AUDITORS REPORT
ON INTERNAL CONTROL STRUCTURE REQUIRED

BY SEC RULE 17a-5

Director and Stockholder

Avalon Investment Securities Group Inc

In planning and performing our audit of the financial statements and supplemental schedules of Avalon Investment

Securities Group Inc the Company for the year ended March 31 2010 we considered its internal control structure including

procedures for safeguarding securities in order to determine our auditing procedures for the purpose of expressing our opinion

on the fmancial statements and not to provide assurance on the internal control structure

Also as required by rule 17a-5g1 of the Securities Exchange Commission SEC we have made 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 7a-3a1 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 the quarterly securities examinations counts verifications and comparisons

Recordation of differences required by rule 17a-3

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 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 SECs 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 safeguarded against loss from unauthorized use or disposition and that transactions are

executed in accordance with managements authorization and recorded properly to permit preparation of fmancial statements in

accordance with generally accepted accounting principles Rule l7a-5g lists additional objectives of the practices and

procedures listed in the preceding paragraph

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 internal control structure 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

INTEGRITY TRUST VALUE

Marmann Associates P.C

Certified Public Accountants Business Consultants

900 East Second Street Post Office Box 567 Sheffield AL 35660

Phone 256 381-1473 Toll Free 800 540-9141 Fax 256 381-1484

www.marmannmccrary.com info@marmannmccrary.com

Registered Public Company Accounting Oversight Board PCAOB
Member American Institute of Certified Public Accountants AICPA Center for Public Company Audit Firms

AICPA Private Companies Practice Section Alabama Society of Certified Public Accountants
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Our 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 elements does not

reduce to relatively low level the risk that errors or irregularities in amounts that would be material in relation to the fmancial

statements being audited may occur and not be detected within timely period by employees in the normal course of

performing their assigned functions However we noted no matters involving the internal control structure that we consider to

be material weaknesses as defmed 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 were adequate at March 31 2010 to meet the SEC objectives

This report is intended solely for the use of management the Securities and Exchange Commission the New York Stock

Exchange and other regulatory agencies which rely on Rule 17a-5g under the Securities Exchange Act of 1934 in their

regulation of registered brokers and dealers and should not be used for any other purpose

Marmann Associates P.C

Sheffield Alabama

May 2010
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