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;o A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER: REEF RESOURCES, LLC OFFICIAL USE ONLY
ADDRESS OF Pl{INCIPAL PLACE OF BUSINESS: (Do not use P.Q. Box No.) - FIRM 1.D.NO.
140 LAKESIDE AVENUE ’
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NAME AND TEL;EPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
ANDREW MYERS _ _(206) 686-6669
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B. ACCOUNTANT IDENTIFICATION

‘il

INDEPENDENT :PUBLIC. ACCOUNTANT whose opinion is contained in this Reporl*
PETERSON SULLIVAN PLLC

(Name — if individual, state last, first, middle nane)

601 UNION ST STE 2300 SEATTLE WA 0810}
(Address) i ) (City) ' (State) (Zip Code)
CHECK ONE: :

X Certified Public Accountant : PROCESSED
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- OATH OR AFFIRMATION
I Andrew Myers ", swear (or affifm) that, to the best of
my knowledge al'nd belief the accompanying financial statement and supporting schedules pertaining to the firm
of REEF RESOURCES, LLC ,as of _ DECEMBER 31 » 2006,

are true and correct. 1 further swear (or affirm) that neither the company nor any partner proprietor, prmmpal
officer or director has any proprietary interest in any account classified solely as that of a customer, except as
follows: !

O 1

COURTENEY M, O'BREN | |
NOTARY PUBLIC /
am.E OF WASHINGTON e
'COMNISSION EXPRES ; 1gnature

- DEC t'ﬂBE“ 19, 2008

‘AR TR e -,

et s

his report ** comdins (check all applicable boxes):

(a} Facing Pdgc

{b) Statcment of Financial Condition.

(c) Statement of Income (Loss).

{d) Statement of Changes in Financial Condition. (CASH FLOWS)

(e) Statement of Changes in Stockholders' Equity or Partners’ or Sole Proprictors’ Capital.

$))] S!alcmcnl of Changes in Liabilities Subordinated to Claims of Creditors. (NOT APPLICABLE)

{g) Compulauon of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3. (NOT APPLICABLE)

(i) Intormalllon Relating to the Possession or Control Requirements Under Rule [5¢3-3 (NOT APPLICABLE)

(i) A Rceconciliation, including appropriate explanation of the Computation of Net Capual Under Rule 15¢3-3 and the
Compulauon for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.%

(k). A RLLOﬂCl]lﬂllOﬂ between the audited and vnaudited Statements of Flndncml Condition with respect to methods of
Lonsolld?tlon (NOT APPLICABLE)

{I) An Oath or Affirmation.

{m) A copy ¢ 6fthL SIPC Supplemental Report. (NOT APPLICABLE)

{n) A report descrlblng any material inadequacies found to exist or found lo have cxisted since the date of the previous
audit. (NOT APPLICABLE)

—i .

OUK 0O XOORCIRKKKXEK S

*k For conditions of confidential treatment of certain portions of this filing, see section 240.17 a-5{e)}(3).
XA(0) INDEPFENDEN-T AUDITORS' REPORT ON INTERNAL CONTROL REQUIRED BY SEC RULE 17a-5 FOR A
BROKER-DEALER CLAIMING AN EXEMPTION FROM SEC RULE 15¢3-3.

* RESERVE REQUIREMENT IS NOT APPLICABLE
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_ CERTIFIED PUBLIC_ACCOUNTANTS | 7 ; /

‘ l 601 UNION STREE}S“UIT:E 2300 / : G
‘ SEATTLE, WASHINGTON; 98101 ‘ ; v
\\, ‘%\ , i'
l\‘ s \, _ _ / S /
. AN il \‘ ! INDEPENDENT AUDITORS' REPORT
. \ 1 v - K
. n ﬁ '\14' !; T ‘;
To the Membe | . ;
_ Reef Resou'rces LL|C _ /
| Seattle Washmgton :

O e B e
.
‘A.
. S
u,

",

‘..
\
\.

l Tel 206.382.7777 » Fax 206.382.7700 *+ www.pscpa.com ‘ i r

4@5,_ 5 ,é (__ PLic

N
\ v

“\ } l ' 'j \ i n | '

We have audited the accompanymg statement of financial condltron of Reef Resources, LLC as
of Decembler 31, 2006 and the related statements of income, changes in Member's equity, and
cash ﬂows ‘for the year then ended. These financial statements aré the responsibility of the
Comp‘anysimanagemcnt Cur responsrblhty is to express an opinion on these financial
statemenls based on our audlt . ‘\
| 1 ; ' - \

We conducted our, audlt in accordance with audltmg standards generally accepted in the United
States! Those standards require that we plan and perform the' audit to obtain reasonable
assurance about whether the financial statements‘are free of matcrlal m:sstatement An audit

h
1ncludes examining,’ on a test basis, evidence supportmg -the amounts and disclosures in the

ﬁn.mmal statements /An audit also includes assessmg the accountmg prmclples nsed and ‘

SIgmﬁcant estrmates made by management, as well as evaluating the: overall financial statement
presentatlon We beheve that our audit provides a reasonable basis for our\opmlon

f ‘l '} ("

s ' \
7 In our opinion, thefﬂnanmal statements referred to above present falrly, in all material respects,

the financial posmon of Reef Resources, LLC as of December 31, 2006, and the results of .its
operations. ;and 1ts cash flows for the year then ended in confonmty with accountlng principles
generally accepted in the United States. ‘ [ j

Ot
i

Our audit was conducted for the purpose of forming an opmlon on the basic ﬁnancnal statements
taken as a 'whole 'The information included in Schedules 1 and Il is presented for purposes. of
addmonal fanalysm and i1s not a required part of the basnc financial statements, but is
supplementary information required by Rule 17a-5 of the Securltles and Exchange Commission.

Such information has been subjected to the auditing procedures applled in the audlt of the basic

P “financial statements and, 1n our opinion, is fairly stated in all materlal respects in relatlon to the

basic financial statements taken as a whole.

February 3, 2007

}F 1'{ . ’ .ﬂ/ ! ‘}i 2



{ | REEF RESOURCES, LLC

STATEMENT OF FINANCIAL CONDITION
December 31, 2006

ASSETS
Cash i:
Prepaid expenses
Accounts receivable

1
'

. -

+
|

;LIABILITIES AND MEMBER'S EQUITY

Liability ‘
Accounts payable

Member's ‘équity j

See Notes to Financial Statements

4

50,478

37,698

88,177

5,000
83,177

88,177




-

I
!
i
I,

1
Revenues |
Fee inC(':ime

Expenses "
Professional fe¢s
Regulatory fees’
Other

Net income

REEF RESOURCES, LLC

STATEMENT OF INCOME
For the Year Ended December 31, 2006

|
See Notes to Financial Statements

5

174,497

15,204
1,850
98

17,152

157,345
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; ! REEF RESOURCES, LLC - ;
. 'STATEMENT OF CHANGES IN MEMBER'S EQUITY
o : |
’ , For the Year Ended December 31,2006 a
|
f [ ‘ .
Balance, December 31, 2005 ,' . $ 78,238
Net incomlg i ' ; 157,345
Member diiStributidns ‘ _ : :‘ (152,406)
Balance; [?jecembeljr 31, 2006 P8 83,177
h |
P |
S
! :
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) l !
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) : See Notes to Financial Statements
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b )
Cash Flowls from Operating Activities
Net income

i
¥
I
:
H

'REEF RESOURCES, LLC -

STATEMENT OF CASH FLOWS i
For the Year Ended December 31, 2006

Ad}ustments to reconc1le net income to net cash flows from

opera'tmg actmtnes

Chan”ge in operating assets and liabilities
Accounts receivable
Prepald expenses
Amount payable to related party
Accounts payable

*Net cash flows from operating activities !

1

Cash Flows from Fmancmg Activity

Member dlsmbutlons

Decrease i |ln cash’ |

Cash, begmnmg of year
Cash, end Of year

i

See Notes 1o Financial Statements

$

157.345

(1,413) .
‘?

(8,831)

5,000

152,108

(152,406)

(298)
50,776

50,478




NOTES TO FINANCIAL STATEMENTS

Note 1. Organization and Significant Accounting Policies

Organizatiton :
! : ) !
J :
Reef Resources, LLC ("the Company") is a securities broker and dealer as approved by the
Securities and Exchange Commission ("SEC") and the National Association of Securities
Deulers, In'c:. The Company's office is located in Seattle. The Company locates investors for
other companies and refers customers to other companies. Fees associated with locating
investors fbr companies are recognized as funds are raised. Fees associated with customer
referral serv1ces are recognized as the referred customers pay for services to the company where
they have been referred to.
The Comp:»fmy is a limited liability company (or "LLC"), and as an LLC, the liability to the owner
15 generally limited to amounts invested.

h

t

Of the totqi fee income, 96% was earned from one company in 2006. Of the total accounts
receivable,’97% is due from this company at December 31, 2006. ‘

Estimates }

The prepamtlon of financial statements in conformity with accounting principles generally
accepted i m the United States requires management to make estimates and assumptions that affect
the reported amounts during the reporting period. Actual results could differ from the estimates
that were used.

Cash

3 _ :
Cash inclu:des cash in banks. On occasion the Company has deposits in excess of federally
insured limits.

Accounts Receivable

L '
The Company uses the allowance method to recognize accounts receivable that may not be
collectible! Management regularly reviews all accounts and determmes which are past due
(terms var!y) and may not be collectible. Management determined that -no allowance was
necessary at December 31, 2006. Any amounts that would be written off are ‘charged against the
allowance.i

|
Income Taxes

The LLC is not taxed at the reporting level. Instead, its items of income, loss, deduction and
credit are ﬁassed through to its member owner.



I
Note 2. Reil;ated Party Transactions

The Company has an expense sharing agreement with its member owner whereby the member
owner pays for the majority of the Company's general and administrative expenses, including
occupancy and payroll expenses. Due to limited activity in 2006, there were no charges to the

- Company uénder this agreement in 2006.

; ‘
The expcnsje sharing agreement also states the member owner will pay certain expenses for the
Company (filing fees and direct operating expenses) for which it will be reimbursed. The
Company did not owe the member owner under this arrangement at December 31, 2006.

}
Note 3. Ne:t Capital Requirements

The Compz%l'ny 18 sﬁbject to the SEC Uniform Net Capital Rule (RulcélScS-l). Accordingly, the

- Company is required to maintain a minimum level of net capital (as defined) of 6 2/3% of total

aggregate il‘ndebtednesq or $5,000, whichever is greater. At December 31, 2006, the required
minimum net capital was $5,000. The Company had computed net capital of $45,478 at
December3l 2006, which was in excess of the required net capital level by $40,478. In
addition, thc Company is not allowed to have a ratio of aggregate indebtedness to net capital (as
defined) in excess of 15 to 1. At December 31, 2006, the Company's ratio of aggregate
indebtedness to net capital was 0.11to 1. ' )

I
[
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i
i " h : . ' o E
, 'i REEF RESOURCES, LLC '

SCHEDULE I! COMPUTATION OF NET CAPITAL PURSUANT TO RULE 15¢3-1
: ‘ ’ December 31, 2006

‘COMPUTATION OF NET CAPITAL j

Members' equity ' | 8 83,177
Deductions . | ' ) .

' Prepaldlex penses $ I »
Unsecull'ed accounts receivable ~ 37, 698 (37,699)
‘Net capitallg E A : : : 45,478
Minimum net capital o 5,000
Excess net capital | ' $ 40478

A S
f [ - ;
COMPUTATION OF AGGREGATE INDEBTEDNESS :

! J . '
Accounts payable j : : - $ 5,000

COMPU T ATION OF BASIC NET CAPITAL RhQUIREMENT ;

i

! | L
;
l

Minimum;net capltal required (6 2/3% of total aggregate

indebtedness or $5,000, whichever is greater) 3 5, OOO

/ ' '
Percentage of aggregate indebtedness to net capltal : f i l%
Ratio of dggreuate indebtedness to net capltal j - 0.llto1

Reef Resources LLC is exempt from the computation of reserve requ1remenls pursuant to Rule
o 15¢3-3 under paragraph K{(2)(1).
I

1
b

N
1
!
i
‘l;
i
!
E

I

I

b !
i '
| ! .

|



" " REEF RESOURCES, LLC -~
| ! ' ”
j v SCHEDULE Il - RECONCILIATION BETWEEN
THE COMPUTATION OF NET CAPITAL PER THE BROKER'S UNAUDITED
FOCUS REPORT PART IIA, AND THE AUDITED COMPUTATION OF NET CAPITAL

[ December 31, 2006
i‘ ' .
L | |
Net capital ijer the Company's unaudited Focus Report, Part [IA, and
net capital as recalculated -3 45478
i a '

b

No adjustments were proposed to net capital per the Company's unaudlted Focus Report, Part [TA,
as a result of our audit.

12
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To lhe Member K ' I

Reef Resoutces, LLC

Seattle, Waéhmgton

i
[

| i
in plan’ning and perfomlmg our audit of the financial statemenls of Reef Resources, LLC for the
year ended December 31, 2006, we considered_its internal control, including internal control

ﬁ
“ o activities for safeguardmg securities, in order ‘to determine our’ audllmg procedures for the

i i v

purpose of Iexpressmg our opinion on the ﬁnanc1al statements and’ not to provide assurance on
mtem’tl control.

.' ‘ | i

)
. \ .
[ f " : '

_ Also; as requlred by Rule 17a-5(g)(1) of the Securltles and Exchangc Commission, we have
ma(le a study of the practices and procedures followed by Reef Resources LLC including tests of
such pracuc!:es and procedures that we considered relevant to the Ob_]eCIWGS stated in Rule 17a-
S(g) n makmg the perlodlc computations of aggregate, indebtedness and net capital under Rule
17a- 3(3)(111) and for determining compliance with the, _exemptive prov151ons of Rule 15¢3-3.
/ Because Reef Resources LLC does not carry secunlles accounts for customers or perform
7/ custodial functlons relating to customer securities, we did not review the practices and
//I proceduresr fol]owed by Reef Resources, LLC in any of the followmg ' \ i
s + 7 X 5 R
1. Makmg quanerly securities examinations, counts, ver\lﬁcatlons and ‘cc\)mparisons and
recordatlon of dlfferences required by Rule 17a-13. \ ! v :

]
1
H

2. Complymg w1th the requirements for prompt payment for secunlles under, Section 8 of
R Federab Reserve Regulation T of the Board of Governors of the Federal Reserve System

) Obtammg and mamtammg physical possession or control of all fully paldiand excess margm
I// securities of customer as required by Rule 1503 3. o !

] i
¥ i !
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The management ofnReef Resources LLC is responsible for establishing and mamtammg internal
control and ithe practices and procedures referred to in the precedmg paragraph. In fulfilling this
responsibility, estimates and Judgments by management aré required to assess the expected
benefits and related costs of controls 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 'Securities and Exchange Commission's above-mentioned objectives. Two of the
objectives of mtema] control and the practlces and procedures are to.provide management with

‘reasonable, "but not absolute assurance ‘that assets for which Reef Resources LLC has
-responsibility are safeguarded against loss from unauthorized use or dlsposmon and that

transactlons“are executed in accordance with management's authonzatlon and recorded properly

to permit preparatlon of financial statements in accordance with accounting principles generally

accepted inl the Unlted States. Rule 17a-5(g) lists additional objectives of the practices and

procedures llsted in the preceding paragraph. '

h

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

above, error,or fraud may occur and not be detected. Also, projections of any évaluation of them

to future penods 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 deterlorate '

. I )

Our con51derat10n of internal control would not necessarily disclose all matters.in internal control

that might be matenal weaknesses under standards established by the American Institute of

Certified PUbllC Accountants A material weakness is a significant deficiency (whlch is a control
deficiency, or a combmatlon of control deficiencies, that adversely affect the entity's ability to
initiate, authorize, record process, or report financial data reliably in accordanee with generally
accepted adcountmg principles such that there is more than a remote likelihood that  a
mlsstatement of the entity's financial statements that is more than inconsequential will not be
prevented or detected by the entity's internal control), or a combination of significant
defi creneles that results in more than a remote likelihood that a material misstatement of the
financial statements will not be prevented or detected by the entity's internal control. However,
we noted no matters involving internal control, including control activities for safeguarding
securities, Wthh we consrder to be material weaknesses as defined above.

We underst‘and that practices and procedures that accomplish the objecti'ves referred to in the
second paragraph of this report are considered by the Securities and Exchange Commission to be
adequate for its purposes in accordance with the Securities Exchange Act of 1934 and related
ret,ulattons i and that practices and procedures that do not accomphsh such objectives in all
material respects indicate a material inadequacy for such purposes. Based on this understanding
and on our lstudy, we believe that Reef Resources, LLC's practices and procedures were adequate
at December 31, 2006 to meet the Securities and Exchange Commission's Ob_]CCtIVGS
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1
This reportfls mtended solely for the use of Reef Resources, LLC management the Securities and
Exchange Commlssmn and other regulatory agencies which rely on Rule 17a—5(g) under the
Securities Exchange Act of 1934 in their regulation of reglstered brokers and dealers and should
not be used by anyone other than these specific parties. |

I" |

%j,é,;,qt 5,/%__ Plic

February 3, 2007‘



