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OATH OR AFFIRMATION

1, JAMES A, TESTWUIDE , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

H.C. DENTSON CO. » @8
of SEPTEMBER 30 _,2008 , are true and correct. 1 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:
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This report ** contains (check alf applicable boxes): ’r,,/”:{:-_.
(a) Facing Page. i

(b) Statement of Financial Condition.

(¢} Statement of Income {Loss).

{d) Statement of Changes in Financial Condition.

{¢} Statement of Changes in Stockhelders® Equity or Partners’ or Sole Proprietars’ 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.

(1) 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 te methods of
consolidation.

() An Qath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

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

OO0k 0O SH0Ex00KHN

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).

X (O} STATEMENT OF CASH FLOWS
X (P) INDEPENDENT AUDITORS' REPORT ON INTERNAL
CONTROL STRUCTURE REQUIRED BY SEC RULE 17A-5
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Independent Auditors' Report

To the Board of Directors
H. C. Denison Co.
Sheboygan, Wisconsin

We have audited the accompanying statement of financial condition of H. C. Denison Co. as of
September 30, 2008, and the related statements of income, changes in stockholders' equity and
cash flows for the year then ended. These financial statements are the responsibility of the
Company's management. Our responsibility is-to express an opinion on these financial
statements based on our audit.

We conducted our audit 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 includes examining, on a 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. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of H. C. Denison Co. as of September 30, 2008 and the results of its
operations and its cash flows for the year then ended, in conformity with accounting principles
generally accepted in the United States of America.

Sehoch SC

Certified Public Accountants

Sheboygan, Wisconsin
November 24, 2008

712 Riverfront Drive * Suite 301 *« Sheboygan, WI 53081 * schencksolutions.com
Phone: 920-458-0341 « B00-236-2248 » Fax: 920-458-8974

Schenck sc




H. C. DENISON CO.

Statement of Financial Condition
September 30, 2008

ASSETS

Cash and cash equivalents
Cash - Segregated for reserve requirement
Cash - Segregated at clearing house
Receivables:

Due from customers

Due from brokers and dealers

Commissions

Interest and dividends

Other receivables
Securities owned:

Marketable, at market value

Not readily marketable, at estimated fair value
Federal tax deposit
Property and equipment, net of accumulated depreciation

of $75,705

See notes to financial statements.

$ 237,732
285,352
147,169

33,783
6,565
81,396
5,652
5,203

698,553

300
5,516

48,160



LIABILITIES AND STOCKHOLDERS' EQUITY

Liabilities
Notes payable
Payables:
Customers
Brokers and dealers
Other
Securites sold, not yet purchased, at market value
Accrued liabilities:
Salaries, commissions and related withholdings
Property taxes

Total liabilities

Stockholders' equity

Common stock, no par value:
Authorized, 1,524 shares
Issued and outstanding, 1,075 shares
Accumulated deficit

Total stockholders' equity

$ 100,000

318,191
125,587
5,968
65,972

24,495

7,809

1,052,000
(134,641)

$ 648,022

917,359

6
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H. C. DENISON CO.

Statement of Income
Year ended September 30, 2008

Revenues
Commissions
Net dealer inventory and security gains
Interest and dividends
Other

Total revenues

Expenses
Employee compensation and benefits

Communications
Promotional costs
Occupancy and equipment
Interest

Professional fees

Bank and clearing charges
Non-compete agreement
Other

Total expenses

Net income

See notes to financial statements.

$ 1,881,219
172,368
40,213

157,113

1,566,349
133,595
45,392
284,689
10,551
24,838
71,097
6,250
77,148

—_—

$ 2,250,913

2,209,909

S 41004



H. C. DENISON CO.

Statement of Changes in Stockholders' Equity
Year ended September 30, 2008

Common  Accumulated

Shares Stock Deficit Total
Balance, October 1, 2007 1,075 §$ 1,052,000 § (175645) $§ 876,355
Net income - - 41,004 41,004

Balance, September 30, 2008 ~——1075 $ 1052000 $ (134641) § 917.359

See notes to financial statements.



H. C. DENISON CO.

Statement of Cash Flows
Year ended September 30, 2008

Qperating activities
Net income

Adjustments to reconcile net income to net cash

used for operating activities:

Depreciation

Decrease (increase) in:
Cash - Segregated
Receivables
Securities owned
Federal tax deposit

Increase (decrease) in:
Payables
Securities sold, not yet purchased
Accrued liabilities

Net cash used for operating activities

Investing activity
Purchase of property and equipment

Financing activity
Net increase in notes payable

Cash and cash equivalents
Net decrease
Beginning of year

End of year

Supplemental disclosure of cash flow information

Cash paid for interest

See notes to financial statements.

$ 41,004

13,046
(50,925)
194,125

(283,226)

(5.516)
(52,933)

65,972
{7,230}

$ (85,683

(9,147)

25,000

——————

(69,830)
307,562

£ 237732

$ 10,551



H. C. DENISON CO.

Notes to Financial Statements
September 30, 2008

Note 1 - Nature of business and significant accounting policies

A

Nature of business

H. C. Denison Co. (Company) is a broker and dealer in securities located in Sheboygan,
Wisconsin. The Company is registered with the Securities and Exchange Commission
(SEC) and is a member of the Financial Industry Regulatory Authority (FINRA).

Use of estimates
The preparation of the financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make

estimates and assumptions that affect certain reported amounts and disclosures.
Accordingly, actual results could differ from those estimates.

Cash and cash equivalents

For purposes of the statement of cash flows, the Company considers all highly liquid
debt instruments purchased with a maturity of three months or less to be cash
equivalents.

Reserve for bad debts

No reserve for bad debts is deemed necessary because the Company holds purchased
securities until the customer remits payment and does not pay customers for sales until
the certificates are presented.

Securities owned and revenue recognition of securities transactions

Customers’ and brokers’ and dealers’ securities and commodities transactions are
recorded on a settlement date basis. Securities and commodities transactions of the
Company are recorded on a trade date basis.

Amounts receivable and payable for securities transactions that have not reached their
contractual settlement date are recorded net on the statement of financial condition.

Marketable securities are valued at market value and securities not readily marketable
are valued at fair value as determined by the Board of Directors. The resulting difference
between cost and market {(or fair value) is included in income.

Commissions

Commissions and related clearing expenses are recorded on the trade date basis as
securities transactions occur.



H. C. DENISON CO.

Notes to Financial Statements, Continued
September 30, 2008

Note 1 - Nature of business and significant accounting policies, continued

G. Property, equipment and depreciation

Property and equipment are stated at cost. Expenditures for additions and improvements
are capitalized while replacements, maintenance and repairs which do not improve or
extend the lives of the respective assets are expensed currently as incurred. Properties
sold or otherwise disposed of are removed from the property accounts, with gains or
losses on disposal credited or charged to operations.

Depreciation is provided over the estimated useful lives of the respective assets using
the straight-line method.

H.  Advertising

The Company expenses advertising costs as they are incurred. Advertising costs were
$27,519 for the year ended September 30, 2008. These costs are included in
promotional costs on the statement of income.

{. Income taxes

The Company has elected, by consent of its stockhoiders, to be taxed as an
S corporation under the provisions of the Internal Revenue Code and Wisconsin
Statutes. Under those provisions, the Company does not pay federal and Wisconsin
corporate income taxes on its taxable income. Instead, the stockholders are liable for
their respective shares of the Company’s taxable income on their individua!l tax returns.
The Company periodically makes distributions to the stockholders for income taxes.

Note 2 - Risks, uncertainties and concentration

The Company maintains cash deposits at several banks. Deposits at each bank are insured by
the Federal Deposit Insurance Corporation up to $100,000 ($250,000 from October 3, 2008 to
December 31, 2009) per entity. The Company’s cash deposits, at times, exceed these limits.

The Company's securities are subject to various risks, including market, credit and interest rate
risks. Since September 30, 2008, the U.S. and international securities markets, including both
equity and debt markets, have experienced significant volatility. The effect of these matters on
the Company’s financial condition and results of operations has not been determined and, in
any event, changes daily.

Note 3 - Cash - Segregated for reserve requirement
The Company is required to maintain sufficient bank accounts and qualified securities as a

reserve to protect customer interests pursuant to Securities and Exchange Commission Rule
15c3-3. At September 30, 2008, cash segregated for reserve requirement consists of:

Cash on deposit $ 236,283
Certificates of deposit 58,069
9



H. C. DENISON CO.

Notes to Financial Statements, Continued
September 30, 2008

Note 4 - Cash - Segregated at clearing house

The Company is required to maintain cash balances at Depository Trust and Clearing
Corporation. These segregated cash balances fluctuate periodically based on activity.
Depository Trust and Clearing Corporation holds securities owned by the Company and is the
Company's primary clearing agent.

Note 5 - Due from and payable to brokers and dealers

Accounts receivable from and payable to brokers and dealers consist of cash due or payable on
security transactions. The security transactions are settled when the underlying securities are
delivered. Securities sold but not yet delivered are held as collateral for monies due upon
delivery. Securities held as collateral pending payment are not reflected in the financial
statements. Monies owed against securities not yet received are held pending receipt of
securities.

Note 6 - Due from and payable to customers

Accounts receivable from and payable to customers include amounts due on cash and margin
transactions. Securities owned and not yet paid for by customers are held as collateral for
receivables. Such collateral is not reflected in the financial statements.

Note 7 - Securities owned and sold, not yet purchased

Marketable securities owned and sold, not yet purchased at September 30, 2008 consist of
trading and investment securities at market values as follows:

Sold, not
Owned yet purchased
Stocks $ 36,106 $ -
Corporate bonds 158,805 -
U.S. Government obligations 40,361 65,972
Municipal bonds 463,281 -

$§ 608553 §. _65.072

Securities not readily marketable include investment securities (a) for which there is no market
on a securities exchange or no independent publicly quoted market, (b) that cannot be publicly
offered or sold unless registration has been effected under the Securities Act of 1933, or (c) that
cannot be offered or sold because of other arrangements, restrictions, or conditions applicable
to the securities or to the Company. At September 30, 2008, these securities at estimated fair
values consisted of stocks of $300.

10



H. C. DENISON CO.

Notes to Financial Statements, Continued
September 30, 2008

Note 8 - Notes payable

Community Bank

At September 30, 2008, the Company had available a line of credit of $500,000 which matures
January 28, 2009. There was $100,000 outstanding at September 30, 2008. The Company also
had available a $1,000,000 line of credit, which matures March 10, 2009, and which had $0
outstanding at September 30, 2008 The interest rate charged on the amounts outstanding is the
bank’s prime rate (5% at September 30, 2008). The lines of credit are secured by substantially
all assets of the Company.

J P Morgan Chase Bank, N.A.

At September 30, 2008, the Company had available lines of credit totaling $600,000 which
mature December 31, 2008. There was $0 outstanding at September 30, 2008. The interest rate
charged is the 30-day LIBOR rate plus 250 basis points (4.986% at September 30, 2008).
These lines of credit are secured by specific securities in inventory and guaranteed by the
majority stockholder of the Company.

Note 9 - Net capital requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule
{SEC Rule 15¢3-1), 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. At
September 30, 2008, the Company had net capital of $780,040, which was $530,040 in excess
of its required net capital of $250,000. The Company's net capital ratio was .1996 to 1.

These calculations of excess net capital and the net capital ratio were prepared on a settlement
date basis of accounting. Results from the use of a settlement date basis of accounting do not
vary materially from those that would be obtained by use of a trade date basis of accounting.

Note 10 - Profit-sharing plan

The Company has a profit-sharing plan covering substantially all of its employees. The Board of
Directors determined that for the year ended September 30, 2008, no contribution would be
made to the plan. The plan also contains a 401(k) voluntary salary reduction feature.

Note 11 - Related party transactions and lease commitment

The Company leases its Sheboygan office facility from a former stockholder for $11,573 per
month, increasing annually based on the increase in the consumer price index, under a
noncancelable operating lease which expires December 1, 2012. The Company is required to
pay real estale taxes, insurance and the cost of the normal repairs and maintenance to the
building.

11



H. C. DENISON CO.

Notes to Financial Statements, Continued
September 30, 2008

Note 11 - Related party transactions and lease commitment, continued

Following is a schedule by years of future minimum rental payments required under operating
leases that have initial noncancelable lease terms in excess of one year as of September 30,
2008:

Year ending

September 30,

2009 $ 138,876
2010 138,876
2011 138,876
2012 138,876
2013 23,146

3 578,650

Rent expense under all operating leases amounted to $140,170 for the year ended September
30, 2008.

The Company had a non-compete agreement with a former stockholder. The agreement
specified certain non-compete requirements which expired on December 31, 2007. Under terms
of the agreement, the Company made payments to the former stockholder in the amount of
$6,250.

Note 12 - New accounting standards

In September 2006, the Financial Accounting Standards Board (FASB) issued Statement of
Financial Accounting Standard (SFAS) No. 157, Fair Value Measurements, which defines fair
value, clarifies the definition of the exchange price, establishes a framework for measuring fair
value, and expands disclosures about fair value measurements. SFAS No. 157 defines fair
value as the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. The Company will be
required to adopt SFAS No. 157 as of October 1, 2008. The Company is currently evaluating
the impact of SFAS No. 157 on the Company's financial condition, results of operations and
cash flows.

in June 2006, the FASB issued FASB Interpretation (FIN) No. 48, Accounting for Uncertainty in
Income Taxes (an interpretation of SFAS No. 108). FIN No. 48 increases the relevancy and
comparability of financial reporting by clarifying the way companies account for uncertainty in
income taxes for tax positions taken or expected to be taken. It makes recognition and
measurement more consistent as well as offering clear criteria for subsequently recognizing,
derecognizing and measuring such tax positions for financial statement purposes. The
Company will be required to adopt FIN No. 48 as of October 1, 2009, with any cumulative effect
of the change in accounting principle recorded as an adjustment to opening retained earnings.
The Company has not yet determined the impact of adoption of FIN No. 48 on the Company’s
financial condition, results of operations and cash flows.

12
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Independent Auditors’ Report on Supplemental Information

To the Board of Directors
H. C. Denison Co.
Sheboygan, Wisconsin

We have audited the accompanying financial statements of H. C. Denison Co. as of and for the
year ended September 30, 2008, and have issued our report thereon dated November 24,
2008.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in Schedules | and |i, as of and for the year ended
September 30, 2008, is presented for purposes of additional analysis and is not a required part
of the basic financial statements, but is supplemental information required by Rule 17a-5 under
the Securities Exchange Act of 1934. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, is fairly
stated in all material respects in relation to the basic financial statements taken as a whole.

Schucte SC

Certified Public Accountants

Sheboygan, Wisconsin
November 24, 2008

712 Riverfront Drive + Suite 301 « Sheboygan, Wl 53081 ¢ schencksolutions.com
Phone: 920-458-0341 * 800-236-2248 = Fax: 920-458-8974

Schonchk s¢



H.C. Denison Co.

September 30, 2008
SCHEDULE I

AR 0

BROKER OR DEALER
H, C. Denison Co. esof ___ (0008

COMPUTATION OF NET CAPITAL
1, Total ownership equity (from Staterent of Financial Condilon - itern 1800)
2. Deduct: Ownership squity not allowable for Net Cepltal . ... ... coovr i, ( |

3. Tota) ownership equity QUBTIEd for NBLCAPHAI - . - . ...\ vne e et e ess e e e s eearsearns 899,858
4. Add:

A, Llabiktles subordinatad to cisims of general credlions allowsbie In computation of net capital ...
B. Other (Sechuctions) or nlowabio Trodie (LISt ... ... ...\ vueee e e e areasaneenns
5. Tota) capital and allowable suborBinusted IBbEIBES .. .. .. ... ...t et s 890,858

0. Securnd demand nate deficlancy

Ruste: 15c3-n)E, (T and (&) ... ... ..., 3615

H. Tota) doductions Bor CRADBE .. .. .. ..ot e e st e i ee e et ae e naaeas { 80,347 )3820)
7. Other addifions and/or ailowable credits (List)

8. Not Capital before hatrouts on securifios POSHIONS . ... ... . ... ....oootreinnnnniaaireass s #1300 [3640}
8. Haircuts on sacurities: (computad, where applicable,

pursuart to 15631 {0

A Confractus! securities commitments ........................ ]

NG COITITeTCial PEPer ... ... ...
[3830]

......................................... (B8l « 39,209 374
BONBECRPIEL ...\ttt e s 780,040

OMIT PENNIES

Page §

Note: The information contained in this Schedule | is in agreement in all material respects with
the unaudited focus report, part |l filed by the Company as of September 30, 2008. The
schedule has been prepared on a settlement date basis of accounting. The accompanying
financial statements have been prepared on a trade date basis of accounting. Results from the
use of a settlement date basis of accounting do not vary materially from those that would be
obtained by use of a trade date basis of accounting.

15



SCHEDULE T°

AN I
BROKER OR DEALER o
H.C. Dantson Ca. —_—
COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Part A
1. Mindmal net COPIA) reqUIEA (B-23% OTENE 18) o\ vuseneseesen e enene et ee e e e et atieresesaes $ 10.3r90a756]
12, Minkmum dollar net capital requirsment of reporting broker or dealer and minimum net capilal raquirement

of subsidiaries computad in scoordance with NOIE (&) ... . e 5 250.000(3758]
13, Net capltal requirement (graster of IM 110012) .. ... i i et s 250,00013760)
14, Exooss netcapital (ke TOMSS 93] ... ) 530,040 [3770]
15. Excess not capital at 1000% (ine 10138 10% ofBhe 18) ... i il $ a80,040[3720)

COMPUTATION OF AGGREGATE INDEBTEDNESS
18, Total AL iabiifes bom Staberment of FINBNGE CONABION ..o oonnn s e ee e $ 451,042 [37%0)
17, Add:
A Draftaforimmediats c0dt ...l s
B. Market vaive of securities borowed for which no
equivalent value s paldorcradiied L. [

C. Othor unwmcorded amouriB {1} ... ....ooiinieaiiiiianiaaas $ [3820] &
12. Daduct Adustmant based on deposts in Spacinl Reserve Bank Acoounte(15¢3-1EX IV +oooeerroveners s 205 353 (3838]
1. Totol BOgreGots INGBUEEIBES ey ] 155 g0 (3840
0. Porcentage of aggregats indebledness 0 net caphal (ine 19 diviced by ne 103 _...................... % 10,08 (3850}
21. Parcantage of aggregais indeblodness 1o net capital afler prticinatad caplial withdrawais

fEne 19.dVIdod by Ine TDless REm 4BB0 PBOR 12)  .uuvnerenierianssnsninee s siranrienteeeeanns % 19903853}
Part 8 COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT
22. 2% of combined aggragete deblt Rerna as shown In Formula lor Reserve Requirernents pursuant

1o Rule 15c3-3 prepared as of the dats of net capital computation including both

T $
23. Minimum dollar ne! capital requirement of reporting broker or daaler and minimum net capital

requinement of subsiciaries computad in accondancn with Nota(A) $
24. Nwt caphel rouIrBONE (QUERIN DT MNE 2200 23] ..oiennnini et ia e iananans 5
25.ExconanotcapB (Mo T0MEE24) ...ttt erreaes $
26. Parcentage of Net Captal to Aggregste Detts (Tne 10 dVIdod by Bna 17 pege B) oo oonneennnnenen... "
Z7. Porcantags of Not Caplial, afing snticipsted capital withdrawats, to Apgregate Debits

Ram 10 less (tem 4880 page 12vided by Ene 17 D800 B) ..o iiiiiai e % [3as4]
28, Nei capital In excess of the grester of:

% of combined aQpEGats deblt kants or 120% of minkTum nel capltal REGUINMENt  .....vvsneureenessn. $

OTHER RATIOS
Part C
29, Percontags of debt © debl-aquity totsl computed In accordance with Rulo 1531 {0} ...........oveun... %
30. Options deductions/Net Capital ratia {1000% test) total decucions exchasive of Aquidating

aquity under Rute 15c3-1(a)8), (3X7) and (c)2)x) dividad by Net Caplsl ... ... ..o e annnns % [3e53)
NOTES:

{A) Tha minimum net capltal requirement should be computed by adding the minimum dollar net capital recuirsment
of the reporting broker dester and, for sach subsidiary to be consclidsted, the groater of;
1, Minkmum dotlar nel capital requirerment, or
2. B-2/3% of aggregaie indebtadness or 2% of sggregats debits H aftemats method Is used.

{B) Do not doduct the velue of sacurities bomowed under subordination agresments o secunsd demand notes
caversd by subordination agreements not in satisiactory form and the markest voluss of memberships in
exchanges contritauted for use of company [contra to ke 1740) and partners' securities which wers

inchuded in non-sliowable nssets.
{C) For raports flad pursuant o parsgraph (d) of Rule 17a-5, respondent shoukd provide 8 Iist of material
non-siiowabls assets.
Page &
16



H. C. DENISON CO.
Reconciliation of Company's Computation of Net Capital Under
Rule 15¢3-1 of the Securities Exchange Commission with
Computation Based on Audited Amounts

As of September 30, 2008

Net capital, as reported in Company's Part 1l (Unaudited)
Focus Report

Net audit adjustments

Net capital, per above computation

Total ownership equity from statement of financial condition
(Trade date basis)

Net income effect from conversion to settlement date basis

Total ownership equity, Line 1 (Settlement date basis)

17

Schedule |,
Continued

$ 780,040

& 780,040

$ 917,359

(17,703}
£ 890606



H.C. Denison Co.
September 30, 2008

SCHEDULE II

BROKER OR DEALER
as of 09/30/08
H.C. Denizon Co,

COMPUTATION FOR DETERMINATION QF RESERVE REQUIREMENTS
FOR BROKER-DEALERS UNDER RULE 15¢3-3
(Ses Rule 15¢3.), Exhiblt A and Relatad Notes)
CREDIT BALANCES
1, Froe cred!t batences snd pther credit baiances in customens'

wscurity acoounts (see Nota A, EXhbA A Rue 16633 .......o.ooiiiiii ., s 301,291 [4340]
2. Monles borrowed collaterslized by securitios carried for the scoounts

cloustomens (seeNolEB) i,
3. Monies payatis againgt customens’ securites loaned (soe Note ) ..., _......... 4350
4. Customezy’ seourlins Qlad tomceive {ses NOB D) ... Lo, 4,13214370
5. Crod balances in fimn accounts which are sitributxhiy to

principal sales fo cusiomens . A b umnia ket aar et aar e e ggm
6. Markst vaiue of stock Gvidends, stock spits and stmilar distributions.

recoivmble outanding over S0 CBIONGRI IS . ........i.ieeieiiaaiiiniie.,
T.** Markat valus of short sscurlly couri diffessrcss cwr 30 catender days old 4400

8.+ Markyt valus Of shorl sacurifies snd creciits {not ko by offssel by longs of by -
debits) In sl SUSPENe scoounts over 30 calendar divs
4426

. Markst vaiug of securiies which are In transler In excess of 40 calendar days
il hiwen ok men conlirmasd 10 be i TenESer by the Yansies agent o

e issuar during tha 40 days
10. Othver (List)
MTOTALCREDITE ittt er e aeaanns .. 371,298 [4a30]
DEBIT BALANCES

12.* Dbl betances In customers’ cash and margin sccounts sxciuding unsscured

acoounts and scoounts doutrtful of collacion net of deductions pursuant to

Nots E, Exhblt A R 15638 ... .. tiiiiniaransiiaeieinniieeriis ¢ 32.187(4440]
13, Becurites borrowed to effeciuate short sples by cushymerns and

sacuriies borrowed ty maks dalivery on customerns’

.....................................................

acuriles Tkl 00NN i, [4450]
14, Fallad 1 detiver of customa's' securtlies not cider than 30 calencar ciays. .., ...... 8.565] 4460
15, Margin requined snd on depost with te Options

Clearing Corporasion r af option contracts

witter: or purchassd In cuxtomer s (sen Note F}
16. Margin related 1o securlly fulures products written, purch orsold in

accounts requined &nd on daposit with a clearing sgency or

B e vy
AT.CMMILIM) eereineinite et e et ann e ranas Taags)

B " AQCregME dRBIL BBITIE ...t tat ettt . ¥ 38752 [4aT0]
18.** Lozs 3% (or alternative methad only - see Rule 15¢ 4K .oiuvnnneniniinnr it eniaeintienens { )[4471]
0 TOTALISCIIDEBITE  oioiienireiatroneanesstataasian e seassenncenresnaarcnansen 30,757 [4472]
RESERVE COMPUTATION

21. Excass of total debits over total crecs (Ene 20 less Ine 11)
22. Excess of otel crecls over totel debts (Ene 11 s3I ENA20) ....iieniniiatie it ae s 332,643 (4490
Z3. il computation permitted an & manthly bals, snter 105% of

sxamoliotel codisover taldeblls e e [4500)]
24. Amount heii on depos!t in "Reserve Bank Account(s)”, including

‘vitue of qualiied securiies, 1 end of rePOrNG PIHOE ..., ou i e e e 2530
25. Amount of deposh {or withdrawal) inchuding

5 (4575 vatum of quaified securiies  .................... s 100,000 [4570]
26. New amount it Reserve Bark Account(s) stter adding deposi! or subtrecling withdrewsl inchuding
] [4525] value of quaktied socurites

...................................... $ sos352 [4530]
2T.0um of Sepotlt (MMDIOIYY) oottt e e e e e e e yonome [#540]
FREQUENCY OF COMPUTATION OWGT PENNIES

28, Oaty [332] oy [4355] monrey X

** In the ovont the Nei Capital Requiremsnt is computad under the siternative method, this *Reserve
Farmuin® shall be prepared in accordance with th requirsments of paragraph (T) of Rule 15¢3-1,

Page 0

Note: The information contained in this Schedule Il is in agreement in all material respects with
the unaudited focus report, part |l filed by the Company as of September 30, 2008. '[he
schedule has been prepared on a settiement date basis of accountlng.' The accompanying
financial statements have been prepared on a trade date basis of accounting. Results from the
use of a settlement date basis of accounting do not vary materially from those that would be
obtained by use of a trade date basis of accounting.
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BETTER PEOPLE. BETTER RESULTS:

Independent Auditors' Report on Internal Control
Required by SEC Rule 17a-5

To the Board of Directors
H. C. Denison Co.
Sheboygan, Wisconsin

In planning and performing our audit of the financial statements of H. C. Denison Co.
(Company) as of and for the year ended September 30, 2008, 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
contral.

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, including
consideration of control activities for safeguarding securities. This study included tests of
compliance with such practices and procedures that we considered relevant to the objectives
stated in rule 17a-5(g), in the following:

1. Making the periodic computations of aggregate indebtedness (or aggregate debits) and
net capital under rule 17a-3(a)(11) and the reserve required by rule 15¢3-3(e).

2. Making the quarterly securities examinations, counts, verifications, and comparisons,
and the recordation of differences required by rule 17a-13.

3. 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.

4. Obtaining and maintaining physical possession or control of all fully paid and excess
margin securities of customers as required by Rule 15¢3-3.
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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 by management are 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 SEC's above-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 safequarded against loss
from unauthorized use or disposition, and that transactions are executed in accordance with
management's authorization and recorded properly to permit the preparation of financial
statements in conformity with generally accepted accounting principles. 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.

A control deficiency 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 misstatements on a timely basis. A significant deficiency is a control
deficiency, or combination of control deficiencies, that adversely affects the entity’s ability to
initiate, authorize, record, process, or report financial data reliably in accordance with generally
accepted accounting principles such that there is more than a remote likelihood that a
misstatement of the entity’s financial statements that is more than inconsequential will not be
prevented or detected by the entity’s intemal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, 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.

Qur 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. However, we identified the following deficiency in internal control
related to 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 financial statements of the Company as of and for the year ended
September 30, 2008, and this report does not affect our report thereon dated November 24,
2008.

Company personnel are not able to prepare full-disclosure financial statements in
accordance with generally accepted accounting principles.
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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 September 30, 2008 to meet the SEC's objectives.

This report is intended solely for the information and use of the Board of Directors,
management, the SEC, 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 dealers, and is not
intended to be, and should not be, used by anyone other than these specified parties.

Schud Sc

Certified Public Accountants

Sheboygan, Wisconsin
November 24, 2008

END

21



