
SCA DEVELOPMENT, LLC 
(A wholly owned subsidiary of SC Affiliates, LLC) 

NOTES TO FINANCIAL STATEMENTS 

Year Ended December 31, 2015 

NOTE 1 – NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCCOUNTING 
POLICIES

Nature of Business

On December 31, 2008, SCA Development, LLC (Company) was formed by its sole member, SC 
Affiliates, LLC (SCA).  The Company was formed to sell direct participation programs, primarily limited 
partnership interests in outpatient health care facilities located throughout the United States of America, 
to practicing physicians.  The Company is authorized to act as a broker or dealer in securities pursuant to 
Section 15(b) of the Securities Exchange Act of 1934 and is a member of the Financial Industry 
Regulatory Authority (FINRA).  The Company carries no customer funds or securities and therefore is 
exempt from Rule 15c3-3 of the United States Securities and Exchange Commission (SEC).  The 
Company is a wholly owned subsidiary of SCA and is included in the consolidated financial statements of 
SCA.  The accounting and reporting policies of the Company conform to accounting principles generally 
accepted in the United States of America (GAAP) and to general practice within the brokerage industry.  

Basis of Accounting   

The Company reports the results of its operations and its financial condition using the accrual basis of 
accounting.  

Use of Estimates

The preparation of financial statements in conformity with GAAP 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.  Accordingly, actual results could differ from these 
estimates.   

Risks and Uncertainties

SCA operates in a highly regulated industry and is required to comply with extensive and complex laws 
and regulations at the federal, state, and local government levels.  These laws and regulations relate to, 
among other things: 

Licensure, certification, and accreditation, 
Coding and billing for services, 
Relationships with physicians and other referral sources, including physician self-referral and 
anti-kickback laws, 
Quality of medical care, 
Use and maintenance of medical supplies and equipment, 
Maintenance and security of medical records, 
Acquisition and dispensing of pharmaceuticals and controlled substances, and 
Disposals of medical hazardous waste. 
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SCA DEVELOPMENT,  LLC 
(A wholly owned subsidiary of SC Affiliates, LLC) 

NOTES TO FINANCIAL STATEMENTS 

For the Year Ended December 31, 2015 

NOTE 1 – NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES (CONTINUED)

Many of these laws and regulations are expansive, and SCA does not have the benefit of significant 
regulatory or judicial interpretation of them.  In the future, different interpretations or enforcements of 
these laws and regulations could subject SCA’s current or past practices to allegations of impropriety or 
illegality or could require SCA to make changes in its investment structure, facilities, equipment, 
personnel, services, capital expenditure programs, operating procedures, and contractual arrangements.  

If SCA is deemed to have failed to comply with applicable laws and regulations, it could be subjected to 
liabilities, including (1) criminal penalties, (2) civil penalties, including monetary penalties and the loss of 
its licenses to operate on or more of its facilities, and (3) exclusion of suspension of one or more of its 
facilities from participation in the Medicare, Medicaid, and other federal and state health care programs. 

Given the nature of SCA’s business, they are subject from time to time to various lawsuits which, 
depending on their outcome, may have a negative effect on SCA and, in turn, the Company. 

All commissions earned for the year ended December 31, 2015 were derived from transactions with SCA.  

Revenue Recognition

Revenues, which consist of commissions from the sale of limited partnership units sold by the Company, 
are recognized at the transaction closing date as long as there are no contingencies related to the sale.  
When contingencies are present, recognition of commissions are postponed until all such contingencies 
have been removed from the sales transaction. 

Cash and Cash Equivalents

For purposes of reporting cash flows, the Company considers all highly liquid investments purchased 
with a maturity of three months or less to be cash equivalents.  There were no cash equivalents as of 
December 31, 2015. 

Expense Sharing Agreement

The Company is part of an expense sharing agreement with SCA such that certain general and 
administrative expenses are allocated to the Company primarily based on the proportion of space 
occupied and resources utilized.  All appropriate allocations have been made as of December 31, 2015 
and are included in the accompanying statement of operations. 

Salaries and Benefits

The Company does not have any full-time employees.  Salaries and benefits for SCA employees working 
on Company business are allocated to the Company in accordance with the expense sharing agreement. 
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SCA DEVELOPMENT,  LLC 
(A wholly owned subsidiary of SC Affiliates, LLC) 

NOTES TO FINANCIAL STATEMENTS 

Year Ended December 31, 2015 

NOTE 1 – NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES (CONTINUED)

Income Taxes

As a single member limited liability company, the Company is not a tax paying entity for federal or state 
income tax purposes.  Accordingly, no income tax expense has been recorded in the financial statements. 

The Company’s results of operations for the year ended December 31, 2015, are included in SCA’s 
consolidated federal income tax return.  For state income tax purposes, the Company’s results of 
operations are included in SCA’s state income tax returns.  The Company does not have a formal tax 
sharing agreement in place with SCA for 2015.   

Management has evaluated the Company’s tax positions and concluded that the Company had taken no 
uncertain tax positions that require adjustment to the financial statements.  With few exceptions, the 
Company is no longer subject to income tax examinations by United States federal, state or local 
authorities for years before 2012. 

Subsequent Events

Subsequent events have been evaluated for potential recognition and disclosure through February 26, 
2016, which represents the date the financial statements were available for issuance.  

Recent Accounting Pronouncements

In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers (Topic 606),
requiring an entity to recognize the amount of revenue to which it expects to be entitled for the transfer of 
promised goods or services to customers. The updated standard will replace most existing revenue 
recognition guidance in GAAP when it becomes effective and permits the use of either a full retrospective 
or retrospective with cumulative effect transition method. In August 2015, the FASB issued ASU 2015-14 
which defers the effective date of ASU 2014-09 one year making it effective for annual reporting periods 
beginning after December 15, 2018. The Company has not yet selected a transition method and is 
currently evaluating the effect that the standard will have on the financial statements.

8



SCA DEVELOPMENT,  LLC 
(A wholly owned subsidiary of SC Affiliates, LLC) 

NOTES TO FINANCIAL STATEMENTS 

Year Ended December 31, 2015 

NOTE 2 – CONCENTRATIONS OF CREDIT RISK

The Company maintains cash in a bank account at a high credit quality financial institution.  Throughout 
the year ended December 31, 2015, the Company had cash on deposit with the financial institution in 
excess of federal depository insurance limits. The Company has not experienced and does not anticipate 
any credit losses on these deposits. 

NOTE 3 – DISTRIBUTION TO PARENT COMPANY

During the year ended December 31, 2015, the Company paid a non-cash distribution of $406,656, which 
represents a previous receivable due from parent company related to an informal tax sharing agreement 
that is no longer effective. 

NOTE 4 – DEFINED CONTRIBUTION PLAN

SCA has a profit sharing plan that covers substantially all full-time employees. Contributions to the plan 
are made at the sole discretion of management.  During the year ended December 31, 2015, an allocation 
of $3,378 related to these contributions to the plan was charged to operations. 

NOTE 5 – RELATED PARTY TRANSACTIONS

Due to the nature of the Company’s business, all of its transactions are with related parties.  The related 
parties consist of various SCA outpatient health care facilities, which buy and sell limited partnership 
interests during the year. All commissions are derived from transactions with these facilities.  
Additionally, SCA pays all of the Company’s expenses and is reimbursed by the Company. Total 
expenses allocated to the Company from SCA were $108,744 for the year ended December 31, 2015. The 
gross amounts due from and to these related parties from the Company at December 31, 2015, are shown 
on the statement of financial condition under the captions Receivable from SC Affiliates, LLC and Payable 
to SC Affiliates, LLC.
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SCA DEVELOPMENT,  LLC 
(A wholly owned subsidiary of SC Affiliates, LLC) 

NOTES TO FINANCIAL STATEMENTS 

Year Ended December 31, 2015 

NOTE 6 – CONTINGENCIES

SCA operates in a highly regulated and litigious industry.  As a result, various lawsuits, claims, and legal 
and regulatory proceedings, some of which could directly affect the Company, can be expected to be 
instituted or asserted against SCA.  The resolution of any such lawsuits, claims, or legal and regulatory 
proceedings could materially and adversely affect the Company’s results of operations and financial 
position in a given period.  

NOTE 7 – NET CAPITAL REQUIREMENTS

The Company is subject to the SEC’s Uniform Net Capital Rule (SEC Rule 15c3-1), 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.  The rule 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 December 31, 2015, the 
Company had net capital of $481,856 which was $476,856 in excess of its required net capital which is 
the greater of $5,000 or 6-2/3 percent of its aggregate indebtedness.  The Company’s net capital ratio was 
.11 to 1.  

NOTE 8 – ANNUAL AUDIT REPORT

The audited financial statements of the Company for the most recent audit period are available at the 
principal office of the Company, and will be mailed upon written request pursuant to SEC Rule 17a-5.  
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