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Connor & Associates, PC.

CRRATIFIED
FUBLIC

To the Board of Directors and Stockholders of
Financial Resources Wational; Ing,

We have nudited the accompanying halatce shasts of Finanolal Rescurdas Mutional,
Inc. (a Naw Mampshirae corporation) as of Decembar 31, 2007 and 2006 and the
ralated statementas of income, changes in stockholdera’ agquity and oash Fflowas for
the vears then ended, The finanpial statements are the responpibility of the
Corporation’s managemsnt, Our respoasibility is to express an opinion on the
financial statements based on our audit.

-‘We gonductied our audits in accordance with wuditing standurds gonouuy accepted
in the United Statas of America. - Those standarda require that we plaz and
perfornm the audits to obtain reasonable assurance about whether the financial
ftatements are free of material misstatements. An audit includes examining, on
@ test banis, avidance supporting tha amounts and diaclosuras in the financisl
statements. An audit alse includes assessing the accounting principles used and
significant astimates made by smanagement, ad well as evaluating the cverall
financiul statement presentation.  We belleve that our audit provides a
reamcnsble basis for oux apinien. :

In our opinion, the financial scatemente referzred to abeve presents fairly, in
all material respects, the financial position of Pinancial Resources National,
Inc. as of Decembar 31, 2007 and 2006, and the rasults of its opsrationz and its
caubk flows for the yesrs than ended in coaformity with accounting primeiplas
genarally acceptad in tha 'ﬂ’nitad States of Amarica.

&v—--Asswé'/Cf

Manchester, New Hampshire
Februnzy -5, 2008
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CURRENT AHSNTS:
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Cash and cash aguivalenta (Not:“ 1 l.nd 3} $ 235,553
Commisaiona racaivable 220,397 231,060
Current portion of notea :caei.vab:l.s {Hote 4) 375,000 378,000
. Mlowsnoe Zor. loan losses (Note 4) (125,000} {1a8,000)
turrent portion notas receivabla, ,
- praferred shareholders (Rote 6) _— = — 17,800
'mul current assets —- 803,074 — 784,113
Notes raceivable, preferred shhreho.maré
lage ourrent portion shown above (Mote 6) = —223.300
- —t i 300
Mroperty and equipment, at cost (Nots 1) 105,041 65,883
Less - hocumilataed despreciation 33,743 31,760
‘ —-63.098 — 34,123
$..665,172 b 080535
LIARJLITIRE AND STOCKEQLDURS' NOULITY
CURRENT LIABILITIES: ‘ :
Damand and short-term notes pwlbh (Note B) ] - $ 12,608
Aoccounts paynble : 103,704 77.73%
Acarued -::pnlu (Note 7) 182,900 95,054
Dafarcad taxas (Note 1) - AN,850 —0l. 536
Total currxent liabilities - —3894.5b% 1175 b & X
LONG-TERM DERT (Notam % and 6) . 18,610 218,813
COMMITMENTS AND CONTINGENCIES (Note 7)
PTOCKAOLOEAS - BQUITY: - '
Commen stock - $1 par value, 1,000,000 shareas
authorised, 15,000 shares ilesued and '
~ outstanding (Note 10) 15,000 15,000
Preferred stock subscribad, $1,000 par value, -
393.50 ahares panding (Wota ) - 393,500
rraferred stock, £$1,000 par value, O shares
authorized, 138 sharea issuad and outltlnding
(Note H) - 138.000
Additisral paid«in capital . ! 462,930 452,950
" Natained aaxnings ’ —{213,9§0) 463,738}
LT P 81,051,328
Tha accompanying notas to financial astatenm Exhibit to:

. are an integral part of these statemants.
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RIVENTE - © 86,028,240 87,199,543

OFPERATING BXPENINQ1

Mortgnga Sxpanse 1,519,163 3,187,683
Sommissions 1,454,387 1,497,049
. Intarest. axpenss 177,520 373,393
Client fees sxpenss 129,429 144,342
Mvertipning and promotion 69,054 85,001
Salaxian and related plyroll tnxas ‘840,299 795,703
Rezat (Note 7) 178,684 +67.939
Foes 2,138 2,367
Talaphona a7,1n6 36,878
Insurance 47,389 87,796
Poztage 58,194 82,977
- Bupplian 4,032 22,329
Neintenancs 129,370 99,469
Profagaional axpsnses (Note 7) E2),842 403,770
- Client refunds 39,038 47,701
Travel and satercalnment 3,523 -
Tellitian 1%,4812 16,052
Contributions 85,718 92,150
Offiom (Note 1) 321,545 444,692
Deapraciztion 11,958% 5,508
Kiscallaneous 2,76} 2,071
Proviasion for oredit losmas (Note 4) T —_— -
. 5,643, 812 7.184.847
INCOME FPROM COPERATIONS 381,408 34,094
OTHER INCOME (EXFBNSES)
Interest income moto G) 45 10,858
Rnntnl income —_— —F%1 1]
-} —. 32,378
INCOME BRYORN PROVISION FOR INCCMN TAXES 303483 — 67,170
PROVISION (CREDIT) FOR TAXRES (Note 2):
Currant . 147,240 870
Defexred (2B, 576) {236,074}
' — 11 —{235,204)
NET TNCOME - $..249,789 $.202,374
Tasn acccmpanying notes to financial setatements
ars an istegral psrt of these statemsnts,
Exhibit to:
Appendix A Page _B- 10
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3 ' ' S - $referred = Additicnal

4 Commcn  Prefarred 8tock Paid-In  Retained
Balance, ;December 31, § $15,000 €392,800 & 991,500 4342,950  £(694,293)
: Y {Hote 9) Ef -
Contributions i © . : - - 120,000 -
Net income o - L. - - 302,374
Dividends g « - - - (71,830)
fhares: redesned s = (354.000) _{598.000) = -

Balance, Decemder 31, il 915,000  $138,000 § 393,500  $462,950  §(483,739)

Contxibutions - - - - : -
Neat jncoms - - - - 49,785
Dividends ‘ - - o - - -
Shares redsemad i ——c.. (138,000) _(393,800) - -

melence, Dacambar 31, 2007  GLE000 feoi. Smmmemsen  SAG2.080  $(213,250)

The accompanying notea to finanolal statements

e

are an integral part of thess statenents.
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CAME FLOWH FROM CPERATING ACTIVITI!B:.
Int income
Mjustmants to recgonclle net inccma te nat
cash previded by oparating activities
Dapreciation
(Increase) decrease in the following asssts:
Cash apgzow
Commicaions recaivable :
Increasa (dearaase) iz the :ollmr:.ng
liabilities: : ‘
Aocounts payeble
Acerund sxpanses and deferred taxes
Not deaeh provided by {(used in} opl:tcinq
activitien

CASH FLOWH FROM INVIITINU ACTIVITIII:
Furchase of capital ssmatx
Pmyments (advances) on notes receivable
(*noreasa) paymenta on partiaipation notes
raceivable
Puyneats (advances) prefarred sharsholders
notes regelvable

Nut sash provided by investing activities

CABH !LOHH FROM PINANCING AﬂTIVITIIﬂt
Advanasn from (repaymants) officer notes plynhlu
Advances (repayments) from short-term finwneing
. Gontributions of additional paid in capital '
Redampticn of preferrsd atook '
Redemption of preferred gtook subsaribed
Dividand paid |
Nat cash provided by {(used in) financing
l.et:l.vit_i“ .

NET FNCREAGE (DECREASE) IN CAGH
CASE AND CASE EQUIVALENTS, beginning of year

QasH Amb OABR ECUIVALENTE, snd of yaax

L& CLOSTRE

" CASK PAID DURING THE YEAR YOR:
- Intersst '
- Ineoma raXes

'ﬂu accompanying notes to financial statements

£ 249,789

11,983
70,662

25,991
— 22,270

—440. 688

(35,9%4)

0,800
—200,842

(‘34761)
{165,142)

(138,000) -

(393,500)

—L24%.403)

{102,875)

Sl B 677

2007

4 177,530
11,340

‘Are an intagrnl -1 £3 a£ th--n atatamant

Appendix A Page H' 10
Paragraph | ﬁ 1, 15"

4006

§ 302,374

5,605
142,449
(291,060}

(54,229)
—(567,108)

~{481,.9689)

(28,173}

1,269,064

—aRZ.000
1,332,881

(176,550)
120,000
(254, 000)
{899,000)
—{72.620)
(980,370)
110.552
125,000
¥2d5. 852
2006
B 373,293

* 870

Exhibit to:



Eature of cperaticss - Financial Rescurces Natiozal, Ine. (“tha Company®)
iz a Naw Rampahire corporation thaet dezivea a significant portion of its
income from caommissions on the brokerage of mortgages with wvarious
unrelated third party financa companias.  Additionally, tha Compeay
brokars privata financing end purchases and sells various notes, accounts
and mortgages reoeivable on the pecondaxry market and will occasionally
provids financial funding opn a short term finanaing basie to individuals
and buspitesses. The primary geogriphic funding area is the Nerthosst with
secondary revenua souraces throughout the continental Unitad States.

Cash and cash equivalents - For the purposes of the statement oI aasa

flows., ths Company considers all highly liquid investments with an initial
meturity of thres monthd or ledd o ba cash iquivnlontl.

Revanue radodnlition - Brokerage Zess ara recordsd A" revenus when dua
uping the l.nul.-ul.ll. mthﬁd.. . .

mm The Company :or financial astatement purposes provides for
depreciation of its property and equipment based on the straight lioe
mothiod. The satimated useful lives uead are as fallows;

lsaxs
¥urniture and f£ixtures I _ § -7
Equipnant . 5 -7

Expunditures for repalrs and naintensnoe ars expansed when inourred and
hattarmanta are ocapitalized. Assats scld or otherwisa disposad of are

rencved fxom the accounts. alony with the xelated depregiaticm allowances,
asad amy galn or loes is xewoognised, .

ks of estinaties - Preparation of financial statements in conformity with
genurally acceptad accounting prinoiples regquires mansgament to make
estimates and assumptions that affect certain xepoxted amounts and
digalonuras. Acdordingly, adtusl rasults could diffar from thosa

aptimatan.

Advertiging qogts - The Corporation expsoses all advertising costs as
inouxzed in socordanpe with AIOPA Stmbement of Position 93-7 “Reporting on
Advezrtising Costs~. Advartising and marketing expensas f£or the ysars
andad Decsumber 31, 2007 and 2006 amounted to 469,964 and $95,091,
respactively. .

Falr 84 { - ﬂm followiang methods and
ulm@tienl wara u.:ed by t.he C‘mamny in eastimating fair w.luu of
ﬂnanuial isstvyuments 28 digaclosed harain:

Cesk aod oash oqu.tvu.luu. The carrving amounta of cash and gphore
tarm instrumants approximata thair fair valua.

Exhibit to:
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Paragraph [_72] 14, 15

Notes recelvable. All current notas recaivable that have no
significant change in sredit =iek are reflected at their dcarxying
valuen,

Fair valuss for loans clazalified es long-term and for impaired loans
sre astimated using the underlying collateral valuss as of the date
of the accompanying financial statemants. '

Zedaral Jlugome taxes:

Tha Compeny for financial statement purposss providas for incoms taxas
based on c¢urrent finsncial incoms at surrent tax rates. The Conmpany for
tax purposes rsports ite income under the cash method of agasunting.
Dafarred income taxes are provided for the differences bastween thame
acgounting methods and at Decamber 31, 2007, the Company’s deferred tax
liahility was $85,950, tha amdunt desmad nacessary to provide for future
tax liabilities crented between the two methods of accounting.

nnl:.mmmut.

At Decsmber 31, 2007, the carrying amount of the Company’s cash balance
was $132,877 aud the bank balance was $263,777, - Of these amounts,
$100,000 waa aoverad by fedaral depository insurance. ;

Hotas racsiyable:

Notay receivabla, indluded in tha accompanying financial statements, are
reparted at thelr outstanding unpaid principal balances reduced by eny
charce off or specifia valuation sccounts and nat of sny deferred fees or
agosts on originated loans or unamortized premiums or dJdisgountz on
Furchasad loans. Management intends to hold tha included notes fox tha
foraseeadle future or until maturity, '

The Cempany’a nots raceivable at December 31, 2007 consisted of a mecured
note that had maturad at Decsmbax 31, 2002. The Company has asmcured
vazieus judgemants inoluding & supreme court judgement againzt the payeess
and co-zakers. The Company for fimancial purposes, is ne leagaxr accruing
intorest oo the note. The valus bhas bean discounted k¢ ita gollactable
value.

Allowance for loan losses is increased by chargss to izncoms and decrassed
by chargeoffs (net of recoverimm). HMenagemunt’s periodic svaluation of
the adsquacy of the allowancs is baged on the Company’s past loan logse
sxporience, known and inharani riska in the portfolio, adverse situations
that may affect the borrowax’s abllity to zepay. the estimated value of
any underlying collateral and current ecosncmic vonditicne. Managemant han
regaordesd & #135,000 allowance foxr loan lossed dus to tha fact that thesa
participation notes recsivebla, sxrs in default and will take time and
resouraas to collect tha full face amounts of the notes.

7
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Hotes reqeivable (coptloumdl:

The !llallaw:lng_in a scheduls of principsl payments scheduled for notes
rucalvable for the year énded Decsmber 31i

2008 $325,000
Natay pavables |
Various individuals hava advanged funds on an unascurad basis, Tha notss

baar intereast ranging between 1B% and 24%, Intsrest is paid or acorued
mont:hly at the disoretion of the note holder, :

At Decembar 31, 2006, thera was ona ramaining note payable that raquired
neathly installment payments of intersst and principal amounting to $3,105
through April 2014. Tha note ix unzsgured buk contalns default provisions
that: entitla the holder, upon default, to be issued preferred atock
amcunting to 180 sbhares in the Company. This note was pald in full duriag
the yeay endad December 31, 1007,

mmnummmhm

The Company’s common gtook sharsholder has sdvanced funds on an open
acoount, vunsacured, non-interest bsaring basis to the Company. At
Decaxber 31, 2007 and 3008, the balance was .518,61¢ and ¥62,37%,
ranpactivaly. The balance is refisoted in long-term debt in the
accompanying finanoial statements. ‘

The Compsny as of December 31, 2006 had certain notes radaivable that have
been advanced by relatad subscribed or iasued preferred shareholders that
held 344 wshares amounting to $344,000, The majority of these notes
racaivable are unsecured and non-interest bearing cor contain provisioas
allowing the offsat of interest due ths Company against preferred
dividends payabla te the raespsctiva aharsholder. Thede shareholders
advances wara repaid and their corresponding shares waré redesmed during
the year Decamber 31, 2007. ‘

¥or the yswar osnded December 31, 2006 interesr incoma reflects $26,856
offset from ralatad prefarraed shareholdsr notes r-uoivuhlo,_ reaspectively.

Comnitmenty 4ud oontingencleg:

Rept - Tha Cowpany is a tenant at will and leases its office facilities at
a montkly vant of spproximately $9,456. Additiomally, the Company is
chligated te pay utilitises and upkesp of the propsrty. Tha lnsze i
betwaen tha Compeny and s trust and allows the temsat to terminate the
tenanoy by providing tha lassor with a 30 day written notica. Rent
oxpeanse for tha yeaxrs soded Dacamber 231, 2007 and 230086 amounted to

$178,604 and $167,938, respactively.
: Exhibit to:
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Somuitients and gontingangies (Gontizued) :

Off.qe wachins rental - The Company lansss various office squipment under

' operating leasss that require monthly payments of A5,472 through January

2008 decreasisg amounts thereafter through Jane 2010. These leass
axpanses have been recorded in office expense. ‘

Pxafazzad sktock:

The Company at Decenber 31, 3008 hed ipgued 138 gharas of $1,000 par
valua, preferraed stock. Additionally, the Company at December 21, 2006
hud 393.%3 ghares of #1,000 par value preferred stock that Las bsen
subsoribed for, but not iseued as of December 31, 2008. The desued mnd
subAoribed preferred securitias acorued and pald cash digtriburions at a
rate of 12% pmr anoun. Dividenda paid on these shurss for the yeaz ended
Decambaz 31, 2006 amounted to ¥71,820, The shares were all redasmed
during the year ended December 31, 2007.

Rriox pegiod sdiustmsnt:

it was digcovered during the year ended Descember 31, 2006, that the
Company had additionsl preferred stogk that had been subsoribad to several
Yeaxs ago that was oot recorded. . Iaquiries were made of the custodian
kit holds the stock and it was discoversd that an additional 55,5 shares
of prefarred stock with a par value of §1,000 sach, were being held.
Therefors, the statements of stockholdars’ aguity has besn restatad to
refisgt thm mdditional gharss of prefsrrsd stock subscribed totalling
$35,500 with a corrasponding decrease in retaiped sarnings. There was no
tax impaot of restating the accompanying finsnciul statements.

W

The Conpany amended and restated their artiacles of incorporation sffsctive
Decembex 13, 3007 teo change tha nams of the Corperatiom fFrom Finpacial

' Reapurces and Aswistacoe of the Lakas Ragion, Inc. to Financlal Resources

Mationsl, In¢. Additionally, the Company chahged the authorised shares of
capltal £from 15,000 to 1,000,000 shares.
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