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Edward Richardson Jr CPA

15565 Northland Dr Ste 508

South field1 Ml 48075

248-559-4514

Independent Auditors Report

February 22 2012

Board of Directors

Treasure Financial Corporation

777 Cenfral Expressway Suite 101

Richardson TX 75080

have audited the accompanying balance sheet of Treasure Financial Corporation as of December 31

2011 and the related statements of income retained earnings changes in stockholders equity and cash

for the years then ended These financial statements are the responsibility of the Companys

management My responsibility is to express anopinion on these financial statements based on myaudit

conducted my audit in accordance with auditing standards generally accepted in the United States of

America Those standards require that 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 believe that my audit provides

reasonable basis for my opinion

In my opinion the financial statements referred to above present fairly in all material aspects the

financial position of Treasure Financial Corporation as of December 31 2011 and the results of its

retained earnings changes in stock olders equity and cash flows for the year then ended in

conformity with accounting principles generally accepted in the United States of America

My examination was made for the purpose of forming an opinion on the basic financial statcments taken

as whole The information contained in the supplemental schedules of computation of net capital

computation of basic net capital requirement computation of aggregate indebtedness exemptive

provisions under rule 15c3-3 statement of changes liabilities subordinated to the claims of general

creditors and the reconciliation of the computation of net capital under rule 5c3-l are presented for

additional analysis and are not required part
of the basic financial statements but are supplementary

information required by rule l7a5 of the Securities and Exchange Act of 1934 Such information has

been subjected to the auditing procedures applied in the audit of the basic financial statements and in

my opinion i5 fairly stated in all material respects to the basic financial statements taken as whole

Further there were no inatenal differences in the net amount reported as Net Capital in the audited

Computation of Net Capital and the broker-dealers corresponding Unaudited Part IIA of the Focus

rportrequireducrRulel5c3-1

Cæ
Edward Richardson Jr CPA



Treasure Financial Corporation

BALANCE SHEET

As of December 3t 2011

ASSETS

CURRENT ASSETS
Cash Clearing Depoist Interest Receivabie 5881.33

Cash Clearing Deposits 4500000

Cash In Bank 1304766

investments 43105.32

Accounts Receivable 1807.83

Note Receivable Officer 63680.00

Tota Current Assets 176322.14

PROPERTY AND EQUIPMENT
Equipment

105495.48

Less Accumuiated Depreciation 103.041.42

Net Property and Equipment 2454.06

OTHER ASSETS
Secwity Deposit 1487.00

Total Other Assets 1487.00

TOTAL ASSETS 180.28310



Treasure Fhiancial Corporaflon

BALANCE SHEET

As of December 31 2011

LIABUTIES AND STOCKHOLDERS EQIHTY

CURRENT LIABILITIES

Accrued Payroll 2246.30

Accrued Liabilities 270000

Total Current Liabilities 4948.30

LONGTERM LIABILITIES

Total Liabiflties 494838

STOCKHOLDERS EQUITY
Capital Stock par value $1 er share 47425.00

1000000 shares authoized 47425 shares

issued and out tandn
Paid in Excess 183339.00

Retained Earnings 5.5447.10

Total Stockholders Eauitv
176316

TOTAL LIABILITIES AND
STOCKHOLDERS EQUITY 180



Treasure Fnancia Corporation

STATEMENT OF INCOME

12 Months Ended

December 31 2011

Revenues
Cornmissons Earned 484587.69

Interest Income 214300

Reakzed GairlIoss on Inveatmen 5959 97

UnreaHzed Gain loss on Invest 54464.34

Total Revenues 418225.32

Operating Expenses

Employee compensation and ben 228288.76

Floor brokera9e exchange and 179089.88

Comrnuniôatioas and data proces 8381.58

Ocopancy 12780.00

Other expenses 48559.09

Total Operatinci Exeenses 47508009

Operating Income ILoss 56.853.77

Net Income Loss 56.853.77

The footnotes are an integral part of the financial statements



Treasure Fnancia Corporation

STATEMENT OF RETANED EARNINGS

12 Months Ended

December31 2011

Beginnin9 of Period 538253

Plus Net Income 5685377
Pius Prior Period Adlustrnent 397588
Less Dividends Paid OOO

RETAINED EARNINGS
END OF PERIOD ic

The footnotes are an ntegra1 part of the ftnancia statements



Treasure Fhiancia Corporaton
STATEMENT OF CASH FLOWS

For the 12 months Ended December 31 2011

2011

CASH FLOWS PROP OPERATING ACTIVITIES

Net Income Loss 56853.77

Adjustments to reconcile Net Income

Loss to net Cash provided by

used in operating activities

Prior Period Adjustment 3243.50

Depreciation and Amortization 56135

Losses Gains on sales of

Fixed Assets 0.00

Decrease increase in

Operating Assets

Accounts Receivable 4357.84

Note Receivable

Investments 53973.59

Increase Decrease in

Operating Liabilities

Accrued Liabilities 38515

Total Adjustments 56035.03

Net Cash Provided By Used in

Operating Activities 818.74

CASH FLOWS FROM INVESTING ACTIVITIES

Proceeds From Sale of Fixed Assets 0.00

Net Cash Provided By Used ml

Investing Activities 0.00

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds From Sale of Stock 0.00

Net Cash Provided By Used ln

Financing Activities
0.00

NET INCREASE DECREASE IN CASH
AND CASH EQUIVALENTS 81874

CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD 68747.73

CASH AND CASH EQUIVALENTS AT END OF PERIOD 67928.99

The footnotes are an integral part of the nanda statements
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TREASURE FINANCiAL CORPORATIION
NOTES TO FINANCIAL STATEMENTS

Deeember 312011

NOTE SUMMARY OF ACCOUNTING POLICIES

Accounting principles followed by the Company and the methods of applying those principles

which materially affect the determination of financial position results ci operation and cash flows

are summarized below

Organization

Treasure Financial Corporation the Company was incorporated in the State of Texas effective

February 23 1995 The Company hasadopted calendar year

Description of Business

The Company located in Richardson TX is broker and dealer in securities registered with the

Securities and Exchanges Commission SECand is member of F1NRA The Company

operates under SEC Rule 15c3 k2Xn which provides that all funds and securities belongmg

to the Companys customers are handled by clearing broker-dealer

Basis of Accounting

The financial statements of the Company have been prepared on the accrual basis of accounting

and accordingly reflect all significant receivables payables and other liabilities

Cash and Cash Equivalents

The Company considers as cash all short-term investments with an original maturity of three

or less to be cash equivalents

Accounts Receivable Recoition of Bad Debt

The Company considers accounts receivable to be fully collectible accordingly no allowance for

doubtful accounts is required If amounts become uncollectible they will be charged to

operations when that determination is made

Revenue Recognion

Commission revenues are recorded by the Company when the services are rendered

____Depreciation

Depreciation
is calculated using the straight-line method

See accountants audit report



TREASURE FIN CIAL CORPORATION
NOTES TO FINANCIAL STATEMENTS

December 312011

Estimates

The preparation of fmancial statements conformity with accounting principles generally

accepted in the United States of America requires management to make estimates and

assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent

assets and liabilities at the date of the financial statements and the reported amounts of revenues

and expenses during the reporting period Actual results could differ from those estimates

Fair Value of Financial Instruments

Financial instruments that are subject to fair value disclosure requirements are carried in the

financial statements at amount that approximate fair value and include cash and cash equivalents

Fair values are based on quoted market prices and assumptions concerning the amount and timing

of estimated future cash flows and assumed discount rates reflecting varying degrees of perceived

risk

Comprehensive Income

Statement of Financial Accounting Standards SFAS No 130 Reporting Comprehensive

Income establishes requirements for disclosure of Comprehensive income that includes certain

items previously not included in the statement of income including unrealized gains
arid losses

on available-for-sales securitiesand foreign currency translation adjustment among others

During the year ended December 2011 the Company did not have any components of

Comprehensive Income to report

Concentrations

The company concentration is services which is the sale of securities stock options and mutual

funds

NOTE NET CAPITAL REQUIREMENTS

Pursuant to the net capital provisions of Rule 15c3-3 of the Securities and Exchange Act of 1934

the Company is required to mamtain imnunum net capital as defined under such provisions

Net capital and the related net capital ratio may fluctuate on daily basis

There were no material inadequacies in the amount reported as Net Capital in the audited

Computation of Net Capital and the broker-dealers corresponding in audited Part HA of the

FOCUS report required under Rule 15c3-l

NOTE POSSESSION OR CONTROL REQUIREMENTS

The Company does not have any possession or control ofcustomersfunds or securities There

were no material inadequacies
in the procedures followed in adhering to the exemptive provisions

of SEC Rule l5c-3-3k2ii by promptly transmitting all customer funds to the clearing broker

who carries the customer accounts

See accountants audit report



TREASURE FINANCIAL CORPORATION
NOTES TO FINANCIAL STATEMENTS

December 312011

NOTE RELATED PARTY TRANSACTiONS

As of December 312011 the Company loaned its stockholder $63680.00 on non-interest

bearing unsecured loan

NOTE OTHER COMMITMENTS AND CONTINGENCIES

Included in the Companys clearing agreement with itsciearing broker-dealer is an

indemnification clause This clause relates to instances where the Companys customers fail to

settle secunty transactions In the event tins occurs the Company will mdemnify the clearing

broker-dealer to the extent of the net loss on the unsettledtrade At December 31 20i

management of The Company bad not been notified by the clearing broker-dealer nor were they

otherwise aware of any potential losses relating to this indemnification

NOTE PROPERTY EQUIPMENT AND LEASEHOLD IMPROVEMENTS

ProperLy equipment and leasehold improvements are stated at cost less accumulated depreciation

Expenditures for maintenance and repairs are charged to expense as incurred Depreciation is

calculated on the double declining method The following is summary of property equipment

and leasehold improvements

Estimated Useful Life

Automobile years 72362

Fumiture and equipment years 24255

Leasehold improvements years 8878

Less accumulated depreciation
103 04J

Total 2454

Depreciation expense was $561 for the year December 31 2011 and is included in the operating

expenses in the accompanying statement of income

NOTE 0-ACCOUNTS RECEIVABLE

The amount $1607.83 wasdue from Southwest Securities Inc clearing broker

NOTE INVESTMENTS

The amount $43105.32 isheld at Southwest Securities clearing broker

NOTE RENT

The amount was pald on lease agreement the total expensed for the year was $12780.00

See accountants audit report
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TREASURE FINANCIAL CORPORATION
NOTES TO FINANCIAL STATEMENTS

December 31 2011

NOTE ADVERTISING

The advertising expense for the year was $1875.00 the entire amount was expensed as incurred

NOTE FAIR VALUE MEASUREMENTS

Fair value is defined as the price that would be received to sell an assets or paid to transfer

liability an orderly transaction between participants at the measurement date an exit

price The guidance includes fair value hierarchy that prioritizes the inputs to valuation

techniques used to measure fair value The hierarchy gives
the highest priority to unadjusted

quoted prices in active markets for identical assets and liabilities Level and the lowest priority

To unobservable inputs Level The three levels of the fair value hierarchy are described

below

Level Quoted active market pnces for identical assets or liabilities Level also

includes U.S Treasury and federal agency securities and federal agency mortgage-backed

securities which are traded by dealers of brokers in active markets Valuation are

obtained from readily available pricmg sources for market transactions involving

identical assets or liabilities The Company did have any Level assets.

Level Observable inputs other than-Level such as quoted market prices
for similar

assets or liabilities quoted for identical or similar assets in inactive markets and model

derived valuations in which all significant inputs are observable in active markets The

Company did not have any Level assets or liabilities

Level Valuation techniques in which one or more significant inputs are observable in

the marketable The company did not have any Level assets or liabilities

Fair values of assets measured on recurring basis at December 31 2011 are as follows

Fair value at Reportrn Date Using

Fair Value Quoted Price.in

Active markets for

identical Assets

Leve
December 312011

Marketable Securities 43i05.32 43105.32

Total L434Q5a3Z

See accountants audit report

11



TREASURER flNANCIAL CORPORATION
NOTES TO FINANCiAL STATEMENTS

December 31 2011

Fair values for short4errn investments and leng4erm investments are determined by reference to

quoted market prices and other relevant information generated by market transactions The

income reported from these investments was $11503

The carrying amountsretlected iii the balance sheet for cash money market funds and

marketable securities approximate the respective fair values due to the short maturities of those

instruments Available-for-sale marketable securities are recorded at fair value in the balance

sheet comparison of the carrying value of those financial instruments is as follows

Fair value at Reportin Dale Using

Cariymg Value Fair Value

December 31 2011

MoneyMarketFunds 4310532 4310532

Total L4jQ32

Gross Gross

Amortized Unrealized Unrealized

Cost Gain Losses Fair Value

December31 2011

Held to Maturity

Marketable Securities 9707.91 490.75 54464.34 4310532

Totals L9L 2Q 4ALL

The fair value of money market funds and market securities have been measured on recurring

basis using Level mputs winch are based on unadjusted quoted market prices within active

markets There have been no changes in valuation techniques and related inputs

See accountants audit report

12

Cost and fair value of money market funds and marketable securities at December 31 2011 are as

follows



Supplementary

Pursuant to rule 17a-5 of the

Securities and Exchange Act of 1934

As of and for the Year Ended December 312011

See accountants audit report
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Treasure Financial Corporation

Suppkmental Schedules Required by Rule i7a-5

As of and für the year ended December 31 2011

Computation of Net Capital

Total Stockholders equity 175317.00

Nonallowable assets

Property and Equipment 245406

Accounts Receivable other 63680.00 134.06

Other Assets

Haircuts on Securities Positions 487.0O

Net allowable capital 6.466A0 i23 .00

101229.94

_______Cpxnyutation of Basic Net Capital Requirement

Minimum net capital requiredasa percentage Of aggregate
indebtedness

Minimum dollar net capital requirement of reporting broker or dealer

Net capital requirement

Excess net capital

Computation ofAagreaate Indebtedness

Total Aggregate Indebtedness

Percentage of aggregate
indebtedness to net capital

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

Computation ofNetCapitai reported on FOCUS hA as of December 312011 100801.00

Adjustments

Change Equity Adjustments 865.00

Change in Non Allowable Assets L294.Q

NCC per Audit 101230.00

Difference

See aecountants audit report
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Treasure Financial Corporation

Supplemental Schedules Required by Rule 17a-5

As of and for the year ended December 31 2011

Exemptive Provisions Rule i5c33

iThe Company LS exempt from Rule 5e33 because all citomers ansactons are cleared

through another brokerdeaIer on fully disclosed basis The name of the clearing firm is

Southwest Securities Inc

Statement of Changes lu Liabilities Subordinated to the Claims of General Creditors

Baance of such claims at Januaiy 2011

Additions

Reducuons

Balance of such claims at December31 2011

See accountanfs audit report
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REPORT ON INTERNAL CONTROL

For the year ended December 312011

See accountants audit report
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Edward Richardson Jr CPA

15565 Northland Suite 508 West

Southfield MI 48075

Februaiy 22 2012

Board of Directors

Treasure Financial Corporation

777 Central Expressway

Suite 101

Richardson TX 75080

in planning and performing my audit of the financial statements and supplemental schedules of

Treasure Financial Corporation for the
year

ended December 31 2011 considered its internal

control in order to determme my auditing procedures for the purpose of expressing my opinion

on the financial statements and not to provide assurance on internal control

Also as required by rule 17a-5g1 of the Securities and Exchange Commission SEC have

made study of the practices and procedures followed by the company includmg tests of such

practices and procedures that considered relevant to the objective stated in rule 17aSg in

making the periodic computations of aggregate indebtedness and net capital under rule 7a-

3a1 and for determining compliance with the exemptive provisions of rule 15c33 Because

the Company does not carry securities accounts for customers or perform custodial functions

relating to customer securities did not review the practices and procedures followed by the

Company in any of the following

Making quarterly securities examinations counts verifications and comparisoria

Recordation of differetices required by rule 17a-13

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 maintainmg internal control

and the practices and procedures referred to the precedmg paragraphs In fulfllhng 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

precedmg paragraphs and to assess whether those practices and procedures can be expected to

acbieve the SECs above mentioned objectives Two of the objectives of internal control and the

practicàs arid procedures are to provide management with reasonable but not absolute assurance

that assets for which the Company has responsibibty are safeguarded agamst loss from

unauthorized use of disposition and that transactions are executed in accordance with

managements authorization and recorded properly to permit the preparation of fmancial

statements in accordance with accounting principles generally accepted in the United States Rule

7a-5g lists additional objectives of the practices and procedures listed in the preceding

paragraphs

Because of inherent limitations in internal control or the practices and procedures referred to

above errors or fraud may occur and not be detected Also projection or any evaluation of them

See accountants audit report
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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

My consideration of internal control would not necessarily disclose all matters in internal control

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 components does not reduce to relatively low level the risk that

errors or fraud in amounts that would be material in relation to the financial statements bemg

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

of performing their assigned functions However noted the following condition that conside

to be material weakness as defined above

Only one person is responsible for all accounting and reporting

functions Accordingly there is no segregation of duties Due to

the size of the Company management does not feel it is cost-

effective to change this condition

understand that practices and procedures that accomplish the objectives referred to the

precedmg paragraphs of this report are considered by the SEC to be adequate for its purposes in

accordance with the Securities and Exchange Act of 1934 and related regulations and that

practices and procedures that do not accomplish such objectives in all material respects indicate

matenal inadequacy for such purposes Based on this understanding and my study believe that

the Companys practices and procedures were adequate at December 31 2011 to meet the SECs

objectives

This report is intended solely for the information and use of management the SEC and the

regulatory agencies that relyon rule 17a-5g under the Socurities amid Exchange Act of 1934 in

their regulation of registered brokers and dealers and is not intended to be and should not be

ies

Edward Richardson JrCPA

See accouatants audit report
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