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OATH OR AFFIRMATION

I RPfN GYRN QTHP)’M PUKUSH UTHAN\FYN ‘ , swear (or affirm) that, to the best of
- my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

HFL INC, 1Yy AVENUVE 0# AMER|CAS, 3yThpivey, NEW YWRE, NY~)0036  , as
of 31 St )‘Y\ﬁ ROH . ; ,20 4 , are true and correct I further swear (or affirm) that

--neither the company nor any partner, proprietor, principal ofﬁcer or drrector has any propnetary interest in any account

classified solely as that ofa customer; except as follows

7 ~ Yo~

| W!&l-e.mu\u : , R ‘ Signature -
wm?@":iemm; | o DIR ECTOR.- ComPL.)ANce*Az 9PE@©T/MQ§

' ‘ R ’ . ' _ Title
m— ‘5/'3/2’// T

Notary Public

=3

his report ** contains (check all applicable boxes)

(a) Facing Page

(b) Statement of Financial Condmon

(c) Statement of Income (Loss).

(d) Statement of Changes in Fmanmal Condition.

.(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprretors Caprtal

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

(g) Computation of Net Capital. ' :

(h) Computation for Determination of Reserve Requrrements Pursuant to Rule 15c3 3.

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

() A Reconciliation, including appropriate explanation of the Computatlon of Net Capital Under Rule 1503 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. unaudrted Statements of Financial Condltron with respect to methods of
consolidation..

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report. : :

(n) A report descnblng any material 1nadequacres found to exist or found to have exrsted since the date of the prevrous audit.

HEDEDEDEEB

HER O

**For condltlons of confidential treatment of certain portions of this filing, see sectzon 240.17a-5 (e)(3).
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WADE | BOWDEN & COMPANY

CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS

 INDEPENDENT AUDITORS' REPORT

To the Board of Directors
IIFL, Inc. -

We have audited the statement of financial condition of lIFL, Inc. as of March 31, 2011 and
the related statements of operations, changes in stockholder's eqwty 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.‘responsi’bility is to exbress an opinion on these financial statements' based on our'aUdit.

"We conducted our audlt in accordance wrth audrtlng standards generally accepted inthe -
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 exammlng, 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 belleve 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 fi nancnal position-of HFL, Inc. as of March 31, 2011 and the resulfs of its
’operatlons and its cash flows for the year then ended in conformity with accountmg
pnncrptes generally accepted in the United States of Amenca

Our audit was conducted for the purpose of _formmg an opinion on the basic financial
statements taken as a whole. The information contained in the supplementary'“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 fi nancial statements and, in our opinion, is
fairly stated in all material respects in relation to the baS|c financial statements taken as
a whole. : : ,

,QM&W

Atlanta Georgla
April 14, 2011

863 FLAT SHOALS ROAD.SE, SUITE C-369
CONYERS, GEORGIA 30094
PH 770-500-9798
FAX 678-868-1411
WBOWDEN@VOLCPA.COM




lIFL, INC.

STATEMENT OF FINANCIAL CONDITION
MARCH, 31 2011

ASSETS

CURRENT ASSETS: , s , ' ;
Cash - o , : $ 843,537 |
Accounts receivable R : 47,139
Deferred tax asset " -41,992
" FURNITURE AND EQUIPMENT 55,410
Less accumulated depreciation (20,082)
OTHER ASSETS - deposit 10,000 | -
TOTAL T3 977,996 |
‘ LIABILITIES AND STOCKHOLDER'S EQUITY
CURRENT LIABILITIES ' ;
Accrued expenses. ’ - , o $ 31,071
Total liabilities | - B 31,071
STOCKHOLDER'S EQUITY
. Common stock, 1,000 shares authonzed $0.01 par value
-140 shares lssued and outstandmg 1
- Paid-in capital - 1,029,499
. Deficit (82,575)
Total stockholders equity ] 946,925 |
TOTAL L o N 3 977,096

See Independent Auditors’ Report and
Notes to Financial Statements.
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IIFL, INC.

- STATEMENT OF OPERATIONS

FOR THE YEAR ENDED MARCH, 31 2011

REVENUES:

Advisory fees R i $ - 1,130,604
‘Placement fees ‘ . ; o - - 140,000
Research : S " 190,763
- Other income - interest . R e T 2,370
Total revenues : o 1 1,363,737 | -
OPERATING EXPENSES: e : :
Compensation and benefits - o 739,991
Travel - o , . , ' 173,303
Rent - » o : ' S 113,275
Insurance : S : ‘ : 63,835
Professional services ' R o 58,519
" Data information services , ' 33,891
Telephone .~ - S 33,512 |
Foreign taxes withheld o L K S 28,890
Depreciation , : S 11,990
- Dues and subscriptions o S o 9,019
Repairs and maintenance ' y L S - 8,080
Office supplies ~ e S ' 6,908
Postage and delivery : - - : 5,016
- Business licenses and permits - . IR o 3,880
Printing and reproduction .~ : ' o 1,363
Licensing fees . S : 1,137
Bank service charges : o : ’ 1,015
- Total expenses , , , | 1,339,871
~ INCOME BEFORE INCOME TAXES - .. 23866
Provision for income taxes o ' . 14,982
NET INCOME o . R K 8,884

See Independent Auditors' Report an‘d
" Notes to Financial Statements.
) a ;



" lIFL, INC.

STATEMENT OF CHANGES IN STOCKHOLDER'S EQUITY

FOR THE YEAR ENDED MARCH, 31 2011

* STOCKHOLDER'S EQUITY, APRIL 1~

Net Income

" STOCKHOLDER'S EQUITY, MARCH 31

$ . 938041
8,884
N 946,925 |

See Independent Auditors’ Repdrt and
Notes to Financial Statements. -
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IIFL, INC.

; STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED MARCH, 31 2011

OPERATING ACTIVITIES:

* CASH AT END OF YEAR S TT

" Netlcome - . S 3 8,884
Adjustments to reconcile net income to net cash
‘provided by operatlng activities
Depreciation 11,990 |
Deferred tax asset 14,982
-(Increase) decrease in; o
“Accounts receivable - 10,470
Prepaid expenses .- 15,718
Advances to related party 146,337
‘Deposit’ . 5,000
Increase (decrease) in: o
. Accrued expenses (12,469)
: Net cash provnded by operatmg actlvmes o | - 200,912 } -
) INVESTING ACTIVITIES: o
Purchase of furniture and equupment (19,195)1
Proceeds from sale of furniture 300
Net cash used by investing activites ~ | (18.895)
NET INCREASE IN CASH - '182,017
CASH AT BEGINNING OF YEAR 661,520
843,537

k See lndépendent Auditors' Report and
Notes to Financial Statements.
, 5 ,



~I'IFL’ INC.

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES :

Orqanlzatlon and Nature of Busmess '

IIFL, Inc. (the "Company") isa wholly owned subSIdrary of India Infoline lelted (the
"Parent"). The Company i is a broker-dealer registered with the Securmes and Exchange
Commission ("SEC") and a member of the Financial Industry Regulatory Authority

("FINRA"). The Company is also an SEC registered investment advisor. The Company o

-was mcorporated on January 30, 2008 under the laws of the State of New York.

" Basis of Presentatlon :
The Company is engaged in a smgle line of busrness which compnses several classes
of services including: the sale of unregistered secuntres to institutional and high net worth
individuals and, advising mstltutronal and hlgh net worth individuals on various asset

' classes in India. : : :

' ‘Estlmates ; '
The presentation of financial statements in “conformity wrth U.S. generally accepted
accounting pnncrples requires management to make estlmates and assumptlons :
‘contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses dunng the reportlng penod Actual
results could differ from those estimates: ~

Revenue Recognition
Investment advisory fees are generally recorded when earned and contractually due.
- Placement fees are determined on a case by case basis accordmg to the terms
' negotiated by management and are generally recorded at the time the placement
is completed and the income is reasonably determinable. Research fees are recorded :
when such fees are reasonably determinable or as received. Co

. Concentration of Credit Rnsk
 The Company maintains its cash in bank deposit accounts which-at tlmes may
exceed federally insured limits. The Company has not experienced any losses in
such accounts and believes it is not exposed to any significant credit risk for cash.

Cash Equrvalents , ;
For purposes of the Statement of Cash Flows, the Company considers highly liquid

- investments, with original maturities of 90 days or less, that are not held for sale in the
‘ordinary course of busmess to be cash equivalents. - ~




' SUMMARY OF SIVGN/IF|CANT ACCOUNTING POLICIES - continued

7 Furmture and equ _gment

Furniture and equipment are stated at cost Iess accumulated deprec:atlon and lmpam”nent

~ losses, if any. Depreciation is computed using the straight-line method over the estlmated
useful lives of the respective asset class as follows: »

Asset Class ' e ’ - o B Useful life (years)
Office furniture and equrpment Sl . . . -5 '
Computers s S o S ‘ 3

. Translatlon of foreign currencies

‘The Company's functional currency is the U.S. dollar. Assets and hablhtles denomlnated

in foreign currencies, if any, are translated based on the current rates of exchange at

each balance sheet date, while income statement accounts are translated based on .

~ the rates of exchange at the time of each transaction. Gains or Iosses resulting from-
foreign currency transactlons if any, are mcluded in net income.

Advertlsmq costs ~ ‘
.. . Advertising costs, if any, are charged to expenses as incurred. The Company mcurred
- no advertlsung costs for the year ended March 31,2011

: lncome Taxes v
The Company accounts for income taxes under the asset and liability method whtch
_requires the recognition of deferred tax assets and liabilities for expected future tax
consequences of events that have been included in the financial statements. Under thls
method deferred tax assets. and liabilities are determined based on the differences ‘-
between the financial statements and tax basis of assets and liabilities using enacted’
" tax rates in-effect for the year the differences are expected to reverse. The effect of the
change in tax rates on deferred tax assets and liabilities is recognized in income in the
penod that mcludes the enactment date :

k 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 indebtedness to net capital,

* both as defined, shall not exceed 15 to 1 (and the rule of the "apphcable" }
exchange also provides that equity capital may not be withdrawn or cash dividends
paid if the resulting net capital ratio would exceed 10 to 1). At March 31, 2011,
the Company had net capital of $796,248, which was $791,248 in excess of -
its required net capltal of $5,000. The Company's percentage of aggregate
indebtedness to net capital was 3 90%.



' EXEMPTIVE PROVISION

The Company meets all of the requirements for exemption from SEC Rule 15¢3-3
with regard to the computation for determination of reserve requirements. The
Company does not hold funds or securities for or owe money or secuntres 1o,
customers :

INCOME TAXES

The provision for income-taxes for 2011 drffers from the amount computed by applymg
- the federal statutory rate of 34% to income before income taxes as follows:

~ Expected fax (benefit) at U S. statutory rate” s 8,114

Effect of: R ,
“State and local taxes (net of federal beneﬁt) a , . 1483
.Difference due to December 31 year-end for tax purposes - 5,385
I'ncome tax expense o 5 14,982

-The current and deferred portrons of i lncome tax: expense (benef it) rncluded in the
statement of operatrons are as follows . :

~ Current - Deferred ~ Total-

Federal e : $1_2,'735 T $1 2,735

State/iocal - = 2.,247 2,247
Total . $14982 . $14982

The deferred tax assets for the Company as of March 31, 2011 are as follows:

Classrf ed as current - ‘ ; ,
- Net operating loss carryforward o 8 ‘ 41,992

-Net current deferred tax asset o ’ - : 41,992
- Less: valuation allowance o L -

B Net deferred tax assets B S .'41,992 -

" The Company has not provided a valuatlon reserve agarnst the deferred tax asset since
management believes it is more hkely that the full amount of the. benef it will be realized in
. the future. . : ,

As of March 31 2011 the Company has net operatlng loss: carryfonNards of
approxrmately $104,980 for U S. Federal tax purposes



RELATED PARTY TRANSACT!ONS

For the year ended March 31, 2011, the Company earned revenue of $140,000 from
~ India Infoline Limited (the “Parent”), such amount is shown as Placemeént fees in the
,accompanymg Statement of Operations. o

COMMITMENTS, ,
The Company has obligations undef an operating lease with initiakl non- -cancelable

terms in excess of one year. Aggregate annual rental for office space at
March 31, 2011 IS as Ilsted below

Year Endlng March 31: . Amount
' 2012 $ 130,360
£ 2013 . 133,946
2014 137,631
02015 0 141,414
Total [$ ~ 543,351 |




IIFL, |Nc.

COMPUTATION OF NET CAPITAL UNDER RULE 15c3 1 OF THE
SECURITIES AND EXCHANGE COMMISSION
AS OF MARCH 31, 2011 '

[ SCHEDULET ]

TOTAL STOCKHOLDERS‘ EQUITY QUALIFIED FOR NET

: CAPITAL o [ 946,926

,DEDUCTIONS AND/OR CHARGES;
Non allowable assets:

Accounts recervable . R , . . . (47,139)
Deferred tax asset , : SR (41,992)
Furniture and equrpment net _ S o - (35,328)]
Deposit . : , o 7. {10,000)
15¢3-1(f) securities : S ’ o ‘ . (16,219)
NETCAPITAL DR N R
AGGREGATE INDEBTEDNESS: B o
- Accrued expenses: . e N 31,071
'Tetel aggregate indebtedness R ' DR rg o 31,0711
| COMPUTATION OF BASIC NET CAPITAL REQUIREMENT -
Mrnrmum net capltal requrred : 1 v < 5,000
- Excess net c‘api‘tal’ . S e L | ,:‘ 791,248 :
- Excess netfcepital at 1,000 percent R L r$ ‘ ) 7/90‘,,2487
Pereentage of aggregate indebtedness to net capital o B ‘ - 3.90%

There is no difference in the above computatron and the Company's net capital, as reported rn“‘ «
the Companys Part Il (unaudrted) FOCUS report as of March 31, 2011

- See Independent Auditors Repert ‘



"WADE ] BOWDEN & COMPANY

CERTIFIED PUBLICACCOUNTANTS & CONSULTAN'TS

INDEPENDENT ACCOUNTANTS' REPORT

“REQUIRED BY
SECURITIES EXCHANGE COMMISSION (SEC) RULE 17A—5(e)(4)
AGREED-UPON PROCEDURES RELATED TO AN ENTITY'S SIPC
| ASSESSMENT RECONCILIATION

To'the Board of Directors
IIFL Inc. ;

In accordance with-Rule 17a-5(e)(4) under the Securmes Exchange Act of 1934, | have performed the
procedures enumerated below with respect to the- accompanylng Schedule of Assessment and -
Payments Form SIPC-7 - pages 13 through 15 - to the Securities. Investor Protection Corporatron (SlPC)
for the year ended March 31, 2011, which were agreed to by IIFL, Inc. -and the Securities and Exchange
Commission, Financial Industry Regulatory Authority, Inc., and the SIPC, solely to assist you and the ’
other specified parties in evaluating lIFL, Inc.'s compliance with the applicable instructions of the General
Assessment Reconciliation (Form SIPC-7). IIFL, Inc.'s management is responsible for the IIFL, Inc.'s
complrance with those requ:rements This agreed-upon procedures engagement was conducted in
accordance with attestation standards established by the American Institute of Certified Public
Accountants. The sufficiency of these procedures is solely the responsrblllty of those parties specifi ied

in this report. Consequently, we make no representatlon regarding the sufficiency of the procedures-
described below either for the purpose for which this report has been requested or for any other purpose..
The procedures we performed and our findings are as follows ' ~ ‘

1. Compared the listed assessment payments in Form SIPC-7 with respectlve cash dlsbursement
. records entries in the- general ledger notlng no differences.

2. Compared the amounts reported on the audited Form X-17A-5 for the year ended March 31
2011, as applicable, with the amounts reported in Form SIPC-7 for the year ended March 31,
B 2011 notmg no differences.

3. There were no adjustments reported in Form SlPC-?V thus, no ditferences. :

4. Proved the arithmetical accuracy of the calculatuons reﬂected in Form. SlPC 7 and in the related
schedules and working papers ‘

5. There was no appllcatlon of. overpayment thus, no drfference between the current assessment
“and the original computation. :

- See Independent Auditors’ Report and
Notes to Financial Statements.

863 FLAT SHOALS ROAD SE, SUITE C-369-
~ CONYERS, GEORGIA 30094
PH 770-500-9798
FAX 678-868-1411
WBOWDEN@VOLGPA.COM




-We were not engaged to, and did not conduct an examination, the objectlve of which would be the.
expression of an opinion on compliance. Accordingly, we do not express such an opinion. Had we
performed additional procedures, other matters mlght have come to our attention that would have
been reported to you.

 This report is intended solely for the mformatlon and use of the spemf ied partles listed above andis not
intended to be and should- not be used by anyone other than these specuﬁc parties. .

OWQ(QW¢ @va/

At|anta Georgia
April 14, 2011

. See Independent Auditors' Report and
Notes to Financial Statements.
12



SECURITIES INVESTOR PROTECTlON CORPORATION
P.O. Box 92185 Washington, D.C. 20090- 2185
202-371-8300
General Assessment Reconciliation

For the hiscal year ended MQ’Vd" 3(51— 20 H

(Read cafelully the mslruclrons in your Working Copy belore complelmg this Form)

SIPC-7

(33-REV 7:10)

SIPC-7

(33-REV 7110} |

- - - TO BE FILED BY ALL SIPC MEMBERS‘WITH FISCAL YEAR ENDINGS

i. Name of Member, address Designated Examining Authomy 1934 Act reglstralron no. and month in whrch fiscal year ends for
' purposes ol the audit requirement of SEC Rule t7a-5: , ,

R . ‘ l Note: If any of the inlo'rmauon shown On the mailing labe!
068100 FINRA DEC ' requires correction. please e-mail any corrections to-
WFLINC: 88 S lorm@srpc org and so mducale on the lorm filed.
1114 AVENUE OF THE AMERICAS 34TH FL e .
NEW YORK Y 10036-7703 ‘ e
, S ' - ‘Name and telephone number of person 10 conlact
‘ E ' respeclmg this torm.

2. A uenerai Assessment—(nem—ee lmm page 2) o - mmmoeem o —mmt js‘ e 2 : - -
B. Less payment made wrth SIPC-6 lrled (exclude lnlerest) , o k ' S ' ‘ £ %8 *CO ‘) .
7/n/2 010 & ‘?//3/2010 o ‘ : |
Date Paid ;
C. Less prior overpayment applied . » T (.
D. A’ssessment balance due or (ov‘erpaymenl) ' : o ",’ : (\Ol \8 - D )
E. Interest compuled on late payment (see mslruclron E) for__ days at 20% per annum »
\ F. Total assessmem balance and interest due (or overpaymenl carried 1orward) o ,S i ; ( ol ‘ g : &0’)

“G. PAID WITH THIS FORM: . :
Check enclosed, payable to- SIPC
Total (must be same as F above) - S L

o H. -Overpayment carried forward o o 8 , Ql Q b o0 j

3. Subsidiaries (S) and predecessors (P)ri‘ncluded in this form (give name and 1934 Acl registration n‘um‘ber): : N{4 :

The SIPC member submlltlng this form and the : . ,
person by whom it is executed represent thereby g .
that all information contained herem is true. correct l , FL l"\c'
and complete. .

arporation -Parinershic of clher argan lahom

’,Daredlhe ‘lﬁdayol W 20” . “ PRGSI)SENT

. This torm and the assessment payment is due 60 days after the end of the liscal year, Retaln lhe Working Copy of lhls form
for a period of not fess than 6 years the lalest 2 years in an easily accessible place

tALthg 223 Signatyure:

5 Dates: o A o
E Postmarked . - _Received Reviewed -

- 3 Calcutations . R Documentation _____~ =~ co Forward Copy
mk \' N . v

<> Exceptions: - -
2 ,
"” Disposition of exceptions:

13



- DETERMINATION OF “SIPC NET OPERATING REVENUES”

o | ‘ . - -AND GENERAL ASSESSMENT
: y - Amounts for the fiscal period
beginning____l_-}_,_v 1 [ . 2010
‘and ending L2011
, Eliminate cents
“ltem No. : Sl ,
2a Total revenue (FOCUS Lrne 12/Part HA Lme g, Code 4030) . S $ ‘ %" 3 736 -

2b,-Additions: :
(1) Total revenues from the securities busmess of subsrdrarres (except torergn subsrdrarres} and-
predecessors not mcluded above

o {2} Net loss trom prrncrpal lransactions in securities in trading accounts.

. (3) Net loss from pnncnpal transactions in commodrtres in tradrng accounts

(4) tnterest and dwrdend expense deducted in delermrnmg item 2a

{5) Nel foss from management of or partrcrpatron m the underwrrtrng of drslrrbutton of securities,

(6} Expenses other than advertising, printing, regisiration lees and legal lees deducted in- determrnmg nel
profit from management ol 01 parlicipation in underwriting or drstrrbutron of securities.

{7) Net loss from securrtres in rnvestment accounts

Total additions

2¢. Deducltons
~ " {1):Revenues from the distribution of shares of a regrstered open end investment company of unit.
investment trust, from the sale of variable annuities, from the business of insurance, from invesiment
advisory services rendered-to regrstered invesiment companies or msurance company separate
accounts, and from transactrons in securrty lutures products .

- {2 Revenues from- commodrty transactrons

{3} Commrssrons floor brokerage and clearance pard to other SIPC members in connectron with-
securilies transactrons ;

{4) Rermbursements for postage rn connectron vrtth proxy soltcrtatron ‘

5) Net gain trom securities in investment accounts

. {6) 100% of commrssrons and markups earned from.-transactions in (i) cerlificates of deposit and
(ii) Treasury bills, bankers acceplances or commercral paper that mature nine months or. Iess
from issvance date. : ’

{7) Direct expenses of printing advertrsrng and legat fees incurred in connectron wrth other revenue
related to the securrtres busrness (revenue defined by Section 16(9)(L) of the Acl)

(8} Other revenue not related erther drrectly or rndrrectly {0 the securities business.
{See Instruction C):

e M Lo e '»r'rg,p?,'rzeej

{9) (i) Total rnlerest and dividend expense (FOCUS Line 22/PART HA Line t3
‘Code 4075 plus line 2b{4) above) bul not in excess
of total interesl and dividend income. ' $

{ii) 40% of margin interest earned on cusiomers securities -
accounts (40% of FOCUS line'5, Code 3960). 8.

Enter the greater of fine {i) or ,(yiiy)

I‘ZZ% 73é»
s, (Lw pOO ~—
S 3@"’"

14 \ " {to paget hne2A)

- Total deduclions

2d. SIPC Net Operating Revenues '

2e. General Assessment @ .0025



c ~ . , ;  Fiscal year
HIFL Inc | ‘ - o . Apri12010- March 2011
~ Llistof income detived not from the secuntaes business o ' R '

Advisory Services to Non-US Offshore based Funds/ Institutions - [( 0 V 425,620.19 E
, R A-dl_m;cw5 WMW‘ ) S
" Soft Dollar Income from lnstituﬁons o 90,763.15
Advisory fees from Sub~accounts regtstered in lndla .w ‘ | 704,982.61
]hterest income on Citibank‘deposits : ‘ , N 2,370.45 ;
 Total income not derived from securities business . - T 17223,73640
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'“WADE I BOWDEN & COMPANY

CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS

REPORT ON INTERNAL CONTROL :

"REQUIRED BY
SECURITIES EXCHANGE COMMISSION (SEQ) RULE 17A-5
FOR A BROKER—DEALER CLAIMING AN EXEMPTION FROM
‘ (SEC) RULE 15C3-3
To the Board of Directors : :
HFL, Inc. ’

In planning’ and performlng our audit of the fi nancral statements and supplementary schedule of
lIFL, Inc. (the "Company"), as of and for the year ended. March 31, 2011, we considered its internal
control, including control activities for safeguarding securities, in order to determine our auditing :
procedures for the purpose of expressing-our opinlon on thefi nancral statements and not to provrde
assurance-on internal control :

Also as required by Rule 17a-5(g)(1) of the Securities and Exchange Commiission ("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 ob}ectives stated in Rule 17a-5(g)
in making the periodic computations of aggregate indebtedness (or aggregate debits) and net
capital under Rule 17a-3(a)(11) and for determining compliance with the exemptive provisions of
Rule 15c3-3. Because the Company does not carry securiti€s 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
2. 'Recordation of differences required by Rule 17a—13 '

3. 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 responsrble for establishmg 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 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 i in accordance with management's authorization and

recorded properly to permit the preparation of financial statements.in conformity with accounting

princrples generally accepted in the United States of America. Rule 17a-5(g) lists additional
objectives of the practices and procedures Iisted in the preceding paragraph ‘

See Independent Auditors'; Report and:
* Notes to Financial Statements.
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Because of inherent limitations in any internal control or the practices and procedures referred to -
above, errors or fraud may occur and not be detected. ‘Also, projection of any evaluation of them
to future perlods is subject to the risk that they may become inadequate because of changes in
conditions or the effectlveness of their design and operatlon may detenorate ~

Our conSIderatlon of the internal control would not necessanly dlsclose all matters in internal

control that might be material weaknesses under standards established by the American Institute

of Certified Public Accountants. -A material weakness'is a condition in which the design or operation
of the specific intemnal control components does not reduce 1o a relatively low level the risk that error
- or fraud in amounts that would be material in relation to the fi nancial statements being audited may

~occur and not be detected within a timely period by employees in the normal course of performing
their assigned functions. However, we noted no matters involving the internal control, including
- control activities for safeguardlng securities that we consider to be matenal weakness as defi ned

- 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 as of March 31, 2011 to meet the SEC' s

- objectives.

This report rec'ogniZes that it is not practicable in an organizat‘ion‘ the size of the Company to achieve
all the division of duties and cross-checks generelly,incIUded in'a system of internal accounting control, -
and that alternatively, greater reliance must be placed on surveillance by management. :

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 used by
anyone other than these specnf ied parties.

,QM& W/

Atlanta, Georgla :
April 14, 2011

See Independent Auditors' Report and
" Notes to Financial Statements.
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