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OATH OR AFFIRMATION

1, Jim D. Black , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
EnergyNet.com, Inc. , as
of December 31 ,2012 , are true and correct. I 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:

é% e

Signature

Jim D. Black, CFO, COO

% . Title
ros Co¥ e

v Notary Public - Li%a Cox LISA COX 3
My Commission Expires
December 16, 2015

AAAAAAAAALS
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is report ** 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.

() 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.

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

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

vy
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**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
EnergyNet.com, Inc.
Amarillo, Texas

Report on the Financial Statements

We have audited the accompanying financial statements of EneryNet.com, Inc. (the “Company”), which
comprise the statements of financial condition as of December 31, 2012 and 2011, and the related statements
of income, changes in stockholders’ equity, and cash flows for each of the years then ended that are filed
pursuant to Rule 17a-5 under the Securities Exchange Act of 1934, and the related notes to the financial
statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted
our audits 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 involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation
of the financial statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of significant accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of EnergyNet.com, Inc. as of December 31, 2012 and 2011, and the results of its operations and its

cash flows for each of the years then ended in accordance with accounting principles generally accepted in the
United States of America.




Board of Directors -
EnergyNet.com, Inc.

Other Matter

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. The
information contained in Schedule I is presented for purposes of additional analysis and is not a required part

~of the financial statements, but is supplementary information required by Rule 17a-5 under the Securities

Exchange Act of 1934. Such information is the responsibility of management and was derived from and
relates directly to the underlying accounting and other records used to prepare the financial statements. The
information in Schedule I has been subjected to the auditing procedures applied in the audit of the financial
statements and certain additional procedures, including comparing and reconciling such information directly to
the underlying accounting and other records used to prepare the financial statements or to the financial
statements themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinion, the information in Schedules I is fairly stated in all
material respects in relation to the financial statements as a whole.

W Z Lstocealls £ LF

Dallas, Texas :
February 19, 2013
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ENERGYNET.COM, INC.

STATEMENTS OF FINANCIAL CONDITION

ASSETS:
Cash and cash equivalents
Restricted cash
Short-term investments
Auction proceeds receivable
Prepaid expenses
Equipment:
Software
Computer equipment
Furniture and equipment

Less accumulated depreciation

Total assets

LIABILITIES:
Accounts payable and accrued liabilities
Income taxes payable
Auction proceeds payable
Deferred tax liabilities
Total liabilities

COMMITMENTS AND CONTINGENCIES (Note 5)

STOCKHOLDERS’ EQUITY (Note 3):
Common stock
Paid-in capital in excess of par value
Retained earnings '
Total stockholders’ equity

Total liabilities and stockholders’ equity

DECEMBER 31,
2012 2011
$ 1968523 $ 3,026,591
5.262.247 7,489,980
1.150.607 1.151.793
900,302 94,026
64.660 51,103
980,418 980,418
787.206 549 429
252.571 204,087
2,020,195 1,733,934
(1.495.205) (1.204.258)
$ 0871320  $ 12343169
$ 196099 $ 232,081
30,907 31,360
6,162,549 7,584,006
57.886 57.886
6,447 441 7.005.333
2,330 2,304
1,062,557 997.158
2,359,001 3,438.374
3.423.888 4.437.836
$ 0871329  $ 12.343.169

See accompanying notes to these financial statements.
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ENERGYNET.COM, INC.

STATEMENTS OF INCOME
FOR THE YEAR ENDED
DECEMBER 31,
2012 2011
REVENUES:
Commissions $ 4,944,096 $ 6,575,367
Other revenue _ 347,995 214,789
Interest income 8,453 _ 14,810
Total revenues 5,300,544 6,804,966
EXPENSES:
General and administrative expenses - 3,712,717 3,801,137
Depreciation 290,947 196,956
Sales commission : 687,242 935,969
Total expenses 4,690.906 4,934,062
INCOME BEFORE PROVISION FOR INCOME TAXES 609,638 1,870,904
PROVISION FOR STATE INCOME TAXES 38,696 37.220
NET INCOME : ‘ 570,942 $ 1.833.684

See accompanying notes to these financial statements.
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ENERGYNET.COM, INC.
STATEMENTS OF CHANGES IN STOCKHOLDERS’ EQUITY

FOR THE YEARS ENDED DECEMBER 31, 2012 AND 2011

Paid-in
Capital in . Total
Common Stock Excess of Retained Stockholders’
Shares Par Value Par Value Earnings Equity

BALANCE, January 1, 2011 22,298,864 $ 2230 $ 826,181 $ 1,943,481 $ 2,771,892
Issuance of common stock pursuant to option exercises 740,200 74 170,977 » - 171,051
Dividends : - - - | (338,791) (338,791)
Net income. - - - 1,833,684 1,833,684
BALANCE, December 31, 2011 23,039,064 2,304 997,158 3,438,374 4,437,836
Issuance of common stock pursuant to option exercises 261,700 26 65,399 - 65,425
Dividends | - - - (1,650,315) (1,650,315)
Net income - - - 570,942 570,942
BALANCE, December 31, 2012 23,300,764 $ 2330 $ 1.062.557 $ 2,359,001 $ 3.423.888

See accompanying notes to these financial statements.
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ENERGYNET.COM, INC.

STATEMENTS OF CASH FLOWS

FOR THE YEAR ENDED
DECEMBER 31,
2012 2011
CASH FLOWS FROM OPERATING ACTIVITIES: :
Net income $ 570,942 $ 1,833,684
Adjustments to reconcile net income to net cash provided by
operating activities:
Depreciation 290,947 196,956
Decrease (increase) in operating assets:
Restricted cash 2,227,733 (391,019)
Auction proceeds receivable (806,276) (28,117)
Prepaid expenses (13,557) (9,995)
Increase (decrease) in operating liabilities:
Accounts payable and accrued liabilities (35,982) 44,219
Income taxes payable (453) 4,797
Auction proceeds payable (1,421.457) 419,136
Net cash provided by operating activities 811,897 2,069,661
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of software - (249,251)
Purchase of equipment (286,261) (81,839)
Change in short-term investments 1,186 (349.524)
Net cash used in investing activities (285,075) (680,614)
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from stock option exercises 65,425 171,051
Dividends paid (1,650,315) (338,791)
Net cash used in financing activities (1,584.890) (167,740)
NET CHANGE IN CASH AND CASH EQUIVALENTS (1,058,068) 1,221,307
CASH AND CASH EQUIVALENTS, beginning of year 3.026.591 1,805,284
CASH AND CASH EQUIVALENTS, end of year $ 1.968.523 $  3.026.591
SUPPLEMENTAL INFORMATION:
Interest paid $ - $ -
Income taxes paid _ $ 39,149 $ 27,001

See accompanying notes to these financial statements.
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ENERGYNET.COM, INC.

NOTES TO FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The summary of significant accounting policies of EnergyNet.com, Inc. (the “Company”) is presented to
assist in understanding the Company’s financial statements. = The financial statements and notes are
representations of the Company’s management, who is responsible for their integrity and objectivity.
These accounting policies conform to accounting principles generally accepted in the United States of
America and have been consistently applied in the preparation of the financial statements. The preparation
of financial statements in conformity with accounting principles generally accepted in the United States of
America requires the use of estimates which are determined by management.

Organization and Basis of Presentation

EnergyNet.com, Inc. is a Texas corporation. The Company is a broker-dealer registered with the
Securities and Exchange Commission (“SEC”) and the Financial Industry Regulatory Authority
(“FINRA”). The Company is primarily engaged in facilitating the sale of operated and non-operated
working interests, producing and nonproducing mineral interests, and royalty and overriding royalty
interests in crude oil and natural gas properties between registered buyers and sellers through an Internet
based live auction.

Cash and Cash Equivalents

Cash and cash equivalents include cash on hand, amounts due from banks, and all highly liquid
investments with initial maturities of three months or less. The Company maintains its cash in bank
deposit accounts that, at times, may exceed federally insured limits. The Company has not experienced
any losses in such accounts and believes it is not exposed to any significant risk related to cash.

Short-term Investments
Short-term investments consist of certificates of deposit, typically having original maturities of 180 days.

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. Marketable securities are valued at
market value.

Revenue Recognition

The Company recognizes commissions on property sales at closing, which are calculated as a percentage
of the sales price. Title to the crude oil and natural gas properties passes directly from the seller to the
buyer. Accordingly, the Company never holds an interest in the properties listed and sold on its Internet
site. :

Equipment
Equipment is stated at cost. Software costs represent the costs of developing the Company’s Internet site

and developing other Internet sites under contractual agreements. Expenditures that constitute upgrades or
enhancements are capitalized. Computer equipment and furniture are depreciated using the double-
declining balance method over five and seven years, respectively. Software is depreciated using the -
straight-line method over three years. Charges for repairs and maintenance that do not extend the useful
lives of the related assets are expensed as incurred. As items are disposed, the related cost and



ENERGYNET.COM, INC.

NOTES TO FINANCIAL STATEMENTS

accumulated depreciation are removed and any excess of cost over accumulated depreciation is recognized
as a charge to earnings.

Advertising Costs :
Advertising costs are expensed as incurred. Advertising costs included in general and administrative
expenses amounted to $138,118 and $150,129 for the years ended December 31, 2012 and 2011,

respectively.

Income Taxes

The Company is subject to US Federal income taxes and income and margin taxes in the state of Texas.
On January 1, 2010, the Company elected to be treated under Subchapter S of the Internal Revenue Code.
Accordingly, effective January 1, 2010, the Company is no longer subject to US Federal Income Tax. US
Federal Income Taxes are the responsibility of the Company’s shareholders in direct proportion to their
individual ownership percentages in the Company.

Deferred tax assets and liabilities are recognized for the anticipated future tax effects of temporary
differences between the financial statement basis and the tax basis of the Company’s assets and liabilities
using enacted tax rates in effect at year-end. A valuation allowance for deferred tax assets is recorded
when the Company’s management believes that it is more likely than not that the benefit from the deferred
tax assets will not be realized. '

When tax returns are filed, it is highly certain that some positions taken would be sustained upon
examination by the taxing authorities, while others are subject to uncertainty about the merits of the
position taken or the amount of the position that would be ultimately sustained. The benefit of a tax
position is recognized in the financial statements in the period during which, based on all available
evidence, management believes it is more likely than not that the position will be sustained upon
examination, including the resolution of appeals or litigation processes, if any. Tax positions taken are not
offset or aggregated with other positions. Tax positions that meet the more-likely-than-not recognition
threshold are measured as the largest amount of tax benefit that is more than 50% likely of being realized
upon settlement with the applicable taxing authority. The portion of the benefits associated with tax
positions taken that exceeds the amount measured as described above is reflected as a liability for
unrecognized tax benefits in the accompanying balance sheet along with any associated interest and
penalties that would be payable to the taxing authorities upon examination. Interest and penalties
associated with unrecognized tax benefits are classified as additional income taxes in the statement of
income.

Based on management’s analysis, the Company did not have any uncertain tax positions as of
December 31, 2012 or 2011. The Company files income tax returns in the U.S. federal jurisdiction and the
state of Texas. There are currently no income tax examinations underway for these jurisdictions. The
Company’s income tax returns are subject to examination by the relevant taxing authorities as follows:
U.S. Federal income tax returns for tax years 2009 and forward; Texas income and margin tax returns for
tax years 2008 and forward.

Share-Based Compensation
The Company measures and records compensation expense for all share-based payment awards to

employees and directors based on estimated fair values. Additionally, compensation costs for share-based
awards are recognized over the requisite service period based on the grant-date fair value.
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ENERGYNET.COM, INC.

NOTES TO FINANCIAL STATEMENTS

Comprehensive Income
The Company had no elements of comprehenswe income other than net income for the years ended
December 31, 2012 or 2011.

RESTRICTED CASH, AUCTION PROCEEDS RECEIVABLE AND PAYABLE

The Company collects auction proceeds from winning bidders on closed auctions. Such proceeds are
generally due within two days of auction closing. The proceeds, net of the Company’s commission and
other fees, are generally due to the seller within ten days of auction closing. The cash collected from
winning bidders is held in an escrow account until such funds are distributed to the owners.

Cash collected from winning bidders is reflected on the Company’s statement of financial condition as
restricted cash.

Auction proceeds receivable represent uncollateralized amounts receivable from winning bidders on
closed auctions due under normal trade terms, generally requiring payment within two days from the
invoice date. Unpaid auction proceeds receivable generally bear no interest. Auction proceeds receivable
are stated at the amount billed to the customer plus any accrued and unpaid interest. Customer account
balances with invoices dated over 30 days old are considered delinquent.

Management individually reviews all delinquent auction proceeds receivable balances and attempts to
collect such balances. In the event that collection attempts fail, management writes off the receivable
against the related proceeds payable. All auction proceeds receivable outstanding at December 31, 2012
and 2011 were collected under normal terms.

Auction proceeds due to sellers, net of the Company’s commission and other fees, are reflected on the
Company’s statement of financial condition as auction proceeds payable. Such amounts will fluctuate
depending on the level of auction closing activity in the five- to ten-day period preceding the date of the
statement of financial condition. The following is a summary of the balances in restricted cash, auction
proceeds receivable and auction proceeds payable at December 31:

2012 2011
Restricted cash $ 5,262,247 $ 7,489,980
Auction proceeds receivable 900.302 94,026
Total amounts received or due from buyers $ 6,162,549 $ 7.584,006
Auction proceeds payable $ 6.162.549 $ 7.584,006

STOCKHOLDERS’ EQUITY

The Company has the following elements of stockholders’ equity at December 31, 2012 and 2011:

Preferred Stock
20,000,000 shares authorized, at $.0001 par value, no shares outstanding at December 31, 2012 or 2011.
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ENERGYNET.COM, INC.

NOTES TO FINANCIAL STATEMENTS

Common Stock
50,000,000 voting shares authorized, at $ 0001 par value. There were 23,300,764 and 23,039,064 shares
of common stock issued and outstanding at December 31, 2012 and 2011, respectively.

Paid-In Capital in Excess of Par Value
Represents the proceeds received in excess of par value for common and preferred shares, net of costs
associated with the issuance of the shares.

Dividends

During the year ended December 31, 2012, the Company’s board of directors declared a dividend of
$1,650,315. The Company’s board of directors declared a dividend of $338,791 during the year ended
December 31, 2011.

INCOME TAXES

The Company’s provision for state income taxes consisted solely of the Texas margin tax for the years
ended December 31, 2012 and 2011, reflecting the Company’s election to be treated under Subchapter S
of the Internal Revenue Code. Deferred income tax expense was inconsequential for both periods.

The Company’s net deferred tax assets and liabilities arose prior to its election to be treated under
Subchapter S of the Internal Revenue Code, and consisted of the following at both December 31, 2012 and
2011.

Deferred tax assets:

Expenses deductible in future periods $ 45573
Deferred tax liabilities:
Differences in fixed asset depreciation and capitalization methods
(84,149)
Other (19,310)
Total deferred tax liabilities (103.459)
Net deferred tax assets (liabilities) $  (57.886)

COMMITMENTS AND CONTINGENCIES

Lease Arrangements

The Company leases certain office space under non-cancelable operating lease arrangements with expiration
dates ranging from June 30, 2013 to October 31, 2014, respectively. The Company maintains office space in
other locations under month-to-month leasing arrangements. Rent expense related to these arrangements
amounted to $159,118 and $127,914 for the years ended December 31, 2012 and 2011, respectively.
Future minimum rents due under the Company’s non-cancelable operating leases -as of December 31,
2012 were as follows:

10
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ENERGYNET.COM, INC.

NOTES TO FINANCIAL STATEMENTS

Years ending December 31:

2013 $ 100,266
2014 _ 35,280
' $§ 135.546

Litigation '

The Company may from time to time be involved in various claims, lawsuits, disputes with third parties,
actions involving allegations of discrimination, or breach of contract incidental to the operations of its
business. The Company is not currently involved in any litigation which it believes could have a

materially adverse effect on its financial conditions or results of operations.

NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (Rule
15¢3-1), which requires the maintenance of minimum net capital and requires that the ratio of aggregated
indebtedness to net capital, both as defined, shall not exceed 15 to 1. At December 31, 2012, the
Company had net capital of $2,874,053, which was $2,774,053 in excess of its required net capital of
$100,000. At December 31, 2012 aggregated indebtedness amounted to 7.90% of net capital.

The Company carries no customer-regulated commodities futures accounts; therefore the computation of
segregated funds pursuant to Section 4d(2) of the Commodity Exchange Act is not applicable. The
Company handled no customer securities or accounts during the years ended December 31, 2012 or 2011,
and accordingly, is not subject to the requirements under SEC Rule 15¢3-3.

STOCK OPTION PLAN

The Company adopted the 2000 Equity Incentive Plan (the “Plan”) on November 3, 2000. The Plan
provides for grants of up to 3,750,000 options to employees, consultants and directors at exercise prices
greater than or equal to market price on the date of the grant. Grants are at the discretion of the
Company’s board of directors, and the options typically vest in equal portions over four years and expire
ten years from the date of grant. As of December 31, 2012, 791,000 options were available for future
awards under the plan.

The Black-Scholes option-pricing model was used to estimate the option fair values. This option-pricing
model requires a number of assumptions, of which the most significant are, expected stock price volatility,
the expected option term (the amount of time from the grant date until the options are exercised or expire),
expected dividends and risk-free rate. Expected volatility was estimated based on our historic trading
activity. The risk-free rate was estimated using rates for U.S. Treasury notes with terms similar to the
expected term of the Company’s options. The expected option term was estimated based on
Management’s assumption that the options will not be exercised until the end of their contractual lives, or
ten years.

The following is a summary of the data related to option grants during the year ended December 31, 2011
(there were no options granted during the year ended December 31, 2012):

11



ENERGYNET.COM, INC.

NOTES TO FINANCIAL STATEMENTS

2011

Expected volatility 100%
Risk-free interest rates 3.13%
Expected dividends —
Expected term (in years) . 5
Weighted average per-share fair value of options granted $0.28

The following table summarizes stock options outstanding and activity as of and for the years ended
December 31, 2012 and 2011:

Weighted

Average

Exercise

Options Price

Outstanding at January 1, 2011 1,531,000 $ 0.23
Granted 454,000 0.25
Forfeited : (42,500) 0.16
Exercised (740,200) 0.25
Outstanding at December 31, 2011 1,202,300 0.25
Granted - -
Forfeited (57,500) 0.22
Exercised (261,700) 0.25
Outstanding at December 31, 2012 883,100 $ 0.25
Exercisable (fully vested) at December 31, 2012 601.100 $ 0.25

The Company received $65,425 and $171,051 from the exercise of options during the years ended
December 31, 2012 and 2011, respectively, and the related intrinsic value was insignificant. The 2000
Equity Incentive Plan is a qualified plan under the Internal Revenue Code, and accordingly, the Company
did not realize any tax deductions related to the exercise of stock options. Upon exercise, the Company
issues the full amount of shares exercisable per the term of the options from new shares, with no plans to
repurchase those shares in the future. Options outstanding at December 31, 2012 had a weighted average
remaining contractual term of approximately 6.3 years.

Total unrecognized share-based compensation expense from unvested stock options as of December 31,
2012 was insignificant.

CONCENTRATION OF CREDIT RISK

During the year ended December 31, 2012, commissions earned from a single seller amounted to
approximately 10% of total commissions revenue. During the year ended December 31, 2011, commissions
eamned from a single seller amounted to approximately 18% of total commissions revenue.

As of December 31, 2012 and 2011, accounts receivable from two purchasers amounted to 86% of the

Company'’s total accounts receivable.
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ENERGYNET.COM, INC.

NOTES TO FINANCIAL STATEMENTS

9. SUBSEQUENT EVENTS

Management evaluated subsequent events occurring through February 19, 2013, the date on which these
financial statements were available for issuance. The Company’s board of directors declared a dividend of
$415,942, to be paid on or before March 1, 2012, subject to FINRA notice requirements.

13
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ENERGYNET.COM, INC.
SCHEDULE I - COMPUTATION OF NET CAPITAL UNDER FULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION

DECEMBER 31, 2012
Computation of net capital:

Total stockholders’ equity $ 3,423,888
Deduct stockholders’ equity not allowable for net capital

Add:
Deferred tax liabilities

3,423,888

57,886

Total capital and discretionary liabilities 3,481,774
Deduct:
Nonallowable assets
Prepaid expenses 64,660
Equipment 524,990
Haircuts on securities:
Money markets 15,694

Certificates of deposit 2,377
Total deductions 607,721
Net capital $ 2874053
Computation of aggregate indebtedness:
Items included in the statement of financial condition:
Accounts payable and accrued liabilities $ 196,099
Income taxes payable 30,907
Total aggregate indebtedness $ 227.006
Percentage of aggregate indebtedness to net capital 1.90%
Computation of basis net capital requirement:
Minimum dollar net capital required at 6 2/3 percent $ 15,134
Minimum dollar net capital required $ 100,000
Net capital requirement (greater of above amounts) 3 100,000
Excess net capital $ 2774053
Reconciliation with Company’s computation:
Net capital, as reported in the Company’s Part II (unaudited Focus report) $ 3,018,349
Adjustments to estimated amounts recorded subsequent to filing the Company’s
unaudited Focus report (12,430)
Net audit adjustments (131.866)
Net capital per above $ 2874053

See independent auditor’s report and accompanying notes to financial statements.

15



Hein & Associates LLP www.heincpa.com
14755 Preston Road, Suite 320 P 972.458.2296
Dallas, Texas 75254 F 972.788.4943

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL

To the Board of Directors
EnergyNet.com, Inc.
Amarillo, Texas

In planning and performing our audit of the financial statements of EnergyNet.com, Inc. (the “Company”), as
of and for the year ended December 31, 2012, in accordance with auditing standards generally accepted in the
United States of America, we considered the Company’s internal control over financial reporting (“internal
control”) as a basis for designing our auditing procedures for the purpose of expressing our opinion on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the Company’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the Company’s internal
control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (“SEC”), we have made a
study of the practices and procedures followed by the Company that we considered relevant to the objectives
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
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.

The management of the Company is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates and
judgments made by management are required to assess the expected benefits and related costs of internal
control 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 previously 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 in accordance with management’s
authorization and are recorded properly to permit the preparation of financial statements in accordance with
accounting principles generally accepted in the United States. Rule 17a-5(g) lists additional objectives of the
practices and procedures listed in the preceding paragraph.

Because of inherent limitations in internal control and the practices and procedures referred to above, error or
fraud may occur and not be detected. Also, projection of any evaluation of them to future periods is subject to
the risk that they may become inadequate because of changes in conditions or that the effectiveness of their
design and operation may deteriorate.
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EnergyNet.com, Inc.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in
internal control that is less severe than a material weakness, yet important enough to merit attention by those
charged with governance.

A material weakness is a deficiency, or combination of deficiencies, in internal control, such that there is a
reasonable possibility that a material misstatement of the company’s financial statements will not be
prevented, or detected and corrected, on a timely basis.

Our consideration of internal control was for the limited purpose described in the first and second paragraphs
and would not necessarily identify all deficiencies in internal control that might be material weaknesses. We
did not identify any deficiencies in internal control and control activities relative to the Company’s 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 15c¢3-3 that we consider to be material
weaknesses, as defined previously. However, we identified the following deficiency in internal control over
financial reporting that we consider to be a material weakness, as defined above. This condition was
considered in determining the nature, timing, and extent of the procedures performed in our audit of the
Company’s financial statements as of and for the year ended December 31, 2012, and this report does not
affect our report thereon dated February 19, 2012. The Company’s controls over ensuring that revenue is
recognized only when the criteria for revenue recognition under accounting principles generally accepted in
the United States did not function as designed. We noted that management’s review of commissions revenue
did not detect two instances in which revenue recognized on closed lots did not meet the criteria for revenue
recognition under accounting principles generally accepted in the United States. We considered this
deficiency to be a material weakness in internal control over financial reporting. The Company’s proposed
corrective action in response to this condition is a more careful application of the controls already in place over
revenue recognition.

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, as described in the
second paragraph of this report, were adequate at December 31, 2012, to meet the SEC's objectives.

This report is intended solely for the information and the use of the Board of Directors, management, the SEC,
the Financial Industry Regulatory Authority, and other regulatory agencies that rely on Rule 17a-5(g) under
the Securities Exchange Act of 1934 in their regulation of registered brokers and dealer, and should not be
used by anyone other than these specified parties.

Yo % sspuadiarl s

Dallas, Texas
February 19, 2013
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INDEPENDENT ACCOUNTANTS’ REPORT
ON APPLYING AGREED-UPON PROCEDURES

Board of Directors
EnergyNet.com, Inc.

7201 1-40 West, Suite 319
Amarillo, Texas 79106

Attention: William W. Britain

In accordance with Rule 17a-5(¢)(4) under the Securities Exchange Act of 1934, we have performed the
procedures enumerated below with respect to the accompanying General Assessment Reconciliation
(“Form SIPC-7”) to the Securities Investor Protection Corporation (“SIPC”) for the year ended
December 31, 2012, which were agreed to by EnergyNet.com, Inc. (“EnergyNet”), the Securities and
Exchange Commission, the Financial Industry Regulatory Authority, Inc, and SIPC, solely to assist you
and these other specified parties in evaluating EnergyNet’s compliance with the applicable instructions of
the General Assessment Reconciliation (Form SIPC-7). EnergyNet’s management is responsible for
EnergyNet’s compliance with those requirements. 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 responsibility of those parties
specified in this report. Consequently, we make no representation 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 respective cash disbursement record
entries, noting that EnergyNet included overpayments applied of $1,389.00 on Line 2 B., “Less
payment made with SIPC-6 filed (exclude interest);”

2. Compared the Total Revenue amounts of the audited financial statements for the year ended
December 31, 2012 with the amounts reported in Form SIPC-7 for the year ended December 31,
2012, noting no differences;

3. Compared any adjustments reported in Form SIPC-7 with supporting schedules and working papers,
noting no differences; '

4. Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7, noting no differences;
and

5. Compared the amount of any overpayment applied with the Form SIPC-7 on which it was computed,
noting that EnergyNet included overpayments applied on Line 2 B., “Less payment made with SIPC-
6 filed (exclude interest).”



Board of Directors
EnergyNet.com, Inc.
Page 2

We were not engaged to, and did not, conduct an examination, the objective 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 might have come to our attention that would have been
reported to you.

This report is intended solely for the information and use of the specified parties listed above and is not
intended to be and should not be used by anyone other than these specified parties.

: 2 . ?) Z ~ 5 M
February 19, 2013
Dallas, Texas



SECURITIES INVESTOR PROTECTION CORPORATION
P.O. Box 92185 X\Gazsg%gtggooD :C. 20090-2185

Gerieral Assessment Reconciliation
, Forthe fiscal year'ended 12/31/2012
(Read carelully the instructions in your Working -Copy béfore completing this Form)
TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS
1. Nafe: of Member, address, Designafed Examining Authority, 1934 Act registration’ no. and moith in which fiscal year ends for
purposes of the audit requirement of SEC Rule 17a-57

I o Note: If any of the information shown on the
052109 FINRA DEC : manlmg label requires cortection, please ¢-mail
ENERGYNET.COMINC 1818 any corrections to-form@s pe.otg and so
; - . indicate on the form filed,

SIPC-7

J(33-REV 7/10)

| SIPC-7 |

(33-REV 7/10) -

AMARILLO TX 761062634
Name and telephone number of person-to
contact reSpectmg thls form '

L | | | Jm B

2. A 'G'fé:_hiéra'l Assessment (item 2e from page 2)

B. Less payment made with SIPC-6 filed (exclude interest) )
“Date Paid |

C.. Lessprior overpayment-applied ( \Q . )

D. Assessmient balance due or (overpayment) MQ —‘

E. Interest computed on late payment (see instruction E) for______days at 20% per anniim —0 —

F. Total assessment balance and interest due (or overpayment carried forward) § —s -

G. PAID WITH THIS FORM:

Chieck enclosed, payable to SIPC
Total {must be same as Fahove)

H.. Overpaymeni carried forward , $( _ ¥

3. Subsidiaries (S) and predecessors (P) inciuded in this form (give name and 1934 Act registration number): -

The:SIPC mismber subm:tt'mg this form and the
person by whom it is-executed represent thereby
thiat all information containgd herein is tiue, correct

and com‘plete

2 /b&/, Cefﬂrénff
] X rlners_r’_o 'omero_ giation)
a . “,; - :

(Aulhonied Signature} ]

O, ‘Coo

Dated the /2 day of éﬁ A”M 20 L. -
' (Title

This form atid the assessment payment is due 60 days after the end of the fiscal year. Retain the Working Copy. of this form
for a period of not less than 6 years the latest 2 years in an edsily accessible place.

Dates

- Fostmarked Received Reviewed

leulations Documentation Forward Copy

swc REVIEWER |

C
E xceptions:
> D

isposition of exceptions:



UEIERMINATIUN UF DJIFV NE1 UFCKATING REVENUED
AND GENERAL ASSESSMENT e , .
Amounts for the: fiscal peried
beginning 1/1./2012
and ending 12/31/2012

Eliminate cents

revenue (FOGUS Ling 12/Pait lIA Lire 9, Gode 4030) §_ 3, 360 .5'2/4 ,

1) Total revenues from the securities business of subsidiaries (except forgign subsidiaries) and
prédecassots not included above.

(2) Net loss from principal transactions in securities intrading accounts.

(8) Net loss from principal transactions in commadities in trading-accounts.

(4 Interestand dividend expense deducted in determining item 2a.

(5) Net foss from management-of or participation in the underwriting or distribution of securities.

(6): Expenses other than advertising, printing, reglstratlon fees and legal fees deducied in determining nef
profit from managemént of or participation in underwriting or distribution ofsecurities.

(7) Net loss from segurities in investment atcounts.

Total additions

2c, Dedu»u ns:

1) Revenues from the distiibution of shares.of a Tegistered open end investment company or unit
investment trust, from the sale of variable annuities, from-the business of insurance, from investment
advisofy services renderéd to regrslered investment companies of insurance company separate
‘aecounts;-and fromi-fransactions in-security futures products.

{2) Revenues from commodity {ransactions.

(3) Commissions, floor brokerage and elearance paid o other SIPC members in connection with
secutities. transactions.

(4) Reimburseménts for postage in connection with proxy solicitation.

(5) Net_gain from Securities in investment-accounts:

(6) 100% of comm sions and markups earned from. transactions in (i) certificates of deposit and
(i) Treas y bills, bankers acceptances or commercial paper that matire ning months or less
fmm issuance date.

(7) Dirsct: expenses-of printing-advertising-and legal fees incurred in connection with other revenue
rélated to the seeurities business (reveriue defined by Séction 16(9)(L) of the Act).

(8) Other revenue not related either dlrectly or mdlrecﬂy to the securities business.

(See Instructlon C) . f , o

(Deducttens in.excess of $100 000 requvre documentatldn)

() (i) Total inferest and dividend expense {FOCUS Line 22/PART 1A Line 13,
Code-4075-plus line 2b(4) above) but not in excess
of total interest and dividend income. 3.

(ii) 40%.of margin interest earned on customers securities
accounts (40%:of FOCUS line 5, Code 3960).

Enter the: greater of line (i) of. (i)

Total deductions

24. SIPC Net Opsrating Revenues $

26, Gérieral Assessment @ .0025 : $

(to page 1, ling:2.A.)



