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OATH OR AFFIRMATION

Anthony DiGiovanni
swear or affirm that to the best of

lily knowledge and belief the accompanying fitiancial statement and supporting schedules pertaining to the firm of

Seaboard Securities Inc
as

of December 31 20 08 are true and correct further swear or affirm that

neither the coillpany nor ally partner proprietor principal officer or director has any proprietary interest in any account

classified solely as that of customer except as follows

OFFICIAL SEAL

LORRAINE NOACK
NOTARY PUBUC-NEWJERSEY

My Comm ExpesO 172011

otary Public

Signature

President

Title

This report contains check all applicable boxes

Facing Page

Statement of Financial Condition

IEJ Statement of Income Loss
Statement of Changes in Financial Condition

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Ii Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

Information Relating to the Possession or Control Requirements Under Rule 5c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule l5c3-3 and tile

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 5c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

An Oath or Affirmation

copy of the SIPC Supplemental Report

Il report describing any material inadequacies found to exist or found to have existed since the date ofthe previous audit

O/ conthiions Of LOFififCFIIiLll IrLU/flhLFl of cc/lain p0/lions of this filing see sec/ion 240 7a5e



Joseph Aniundsen

Certified Public Accountant

110 Wall Street 1th Floor

New York NY 10005

212-709-8250

212-943-2300 fax

Report of Independent Certified Public Accountant

To the Board of Directors

Seaboard Securities Inc

have audited the accompanying statement of financial condition of Seaboard Securities

Inc as of December 2008 and the related statements of operations changes in

stockholders equity changes in subordinated borrowings and cash flows for the year

then ended that you are filing pursuant to Rule 7a-5 under the Securities Exchange Act

of 1934 These financial statements are the responsibility of the Companys
management My responsibility is to express an opinion on these financial statements

based on my audit

conducted my audit in accordance with auditing standards generally accepted in the

United States of America These standards require that plan and perform the audit to

obtain reasonable assurance about whether the financial statements are free of material

misstatement An audit includes examining on 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 believe that my audit provides

reasonable basis for my opinion

In my opinion the financial statements referred to above present fairly in all material

respects the financial position of Seaboard Securities Inc as of December 31 2008 and

its results of operations and cash flows for the year then ended in conformity with

accounting principles generally accepted in the United States of America

The accompanying financial statements have been prepared assuming that the Company
will continue as going concern As discussed in Note to the financial statements the

Companys operating loss cash deficiency from operating activities and other matters

raise substantial doubt about its ability to continue as going concern Managements

plans regarding these matters are also discussed in Note The financial statements do

not include any adjustments that might result from the outcome of this uncertainty

Mv audit was conducted for the purpose of forming an opinion on the basic financial

statements taken as whole The information contained in Schedule us presented for

purposes of additional analysis and is not required part of the basic financial statements

hut is supplementar information required by Rule 7a-5 under the Securities Exchange

Act of 1934 Such inlorniation has been subjected to the auditing procedures applied in

the audit ol the basic linancial statements and in my opinion is fairly stated in all

ateria resp in re flon to the basic linancial statements taken as whole

ev York Ne ork
larch Th9



Seaboard Securities Inc

Statement of Financial Condition

December 31 2008

ASSETS

Cash and cash equivalents 3395
Receivables from clearing organizations 1797178
Securities owned 29142
Other assets 786266

Total 2615981

LIABILITIES AND STOCKHOLDERS EQUITY

Liabilities

Accounts payable and accrued expenses 1107700
Other liabilities 42586

Total liabilities 1150286

Subordinated borrowings 1000000

Stockholders equity

Preferred stock 2401000
Common stock 65200
Additional paid in capital 610271
Accumulated deficit 2461576
Treasury stock 149200

465695

2615981

See 3ccornponylng notes to financial statements



Revenue

Seaboard Securities Inc

Statement of Operations

December 31 2008

Commissions

Gain on transactions

Other income

Expenses

Compensation and benefits

Clearing and floor brokerage

Regulatory fees and expenses

Cornmunications

Interest expense

Occupancy and equipment rental

General and administrative

Net loss

6812093

1136624

7121

7955838

6383449
743331

117064

460602

16875

228434

63858

8013613

57775

See accompanying notes to fnanciai statements



Seaboard Securities Inc

Statement of Changes in Stockholders Equity

December 31 2008

Beginning balance January 2008 525470

Net Loss 57775

Repurchase of Series Preferred Stock 2000

Balance end of year 465695

See acccmpanyng notes to financial statements



Seaboard Securities Inc

Statement of Changes in Subordinated Borrowings

December 31 2008

Beginning balance January 2008 1000000

Issuance of subordinated notes

Subordinated borrowings December 31 2008 1000000

See ccompanylng notes to frnancia statements



Seaboard Securities Inc

Statement of Cash Flows

December 31 2008

Operating activities

Net loss 57775
Adjustments to reconcile net loss to net cash

used in operating activities

Depreciation and amortization 42218

Changes in operating assets and liabilities

Receivables 196785
Securities owned 322587
Arbitration awards receivable 35000
Other assets 194039
Accounts payable and accrued expenses 139679
Securities sold but not yet purchased 20932
Other liabilities 112731

Net cash used in operating activities 42778

Investing activities purchase of equipment furniture

and leasehold improvements 11946

Financing activities

Redemption of preferred stock 2000

Net decrease in cash and cash equivalents 56724

Cash and cash equivalents beginning of year 60119

Cash and cash equivalents end of year 3395

Supplemental disclosure of cash flow data

Interest paid 16875

See accompanying notes to financial statements



SEABOARD SECURITIES INC

NOTES TO FINANCIAL STATEMENTS

Note Business and summary of significant accounting policies

Business

Seaboard Securities Inc the Company is broker-dealer registered with the

Securities and Exchange Commission the SEC and is member of the Financial

Industry Regulatory Authority Inc FINRA

The Company has an agreement with another broker-dealer the clearing broker to

clear transactions carry customers accounts on fully-disclosed basis and perform

record keeping functions and consequently operates under the exemptive provisions of

SEC Rule 5c3-3k2ii

Basis of presentation

As shown in the accompanying financial statements the Company incurred net loss and

cash deficiency from operating activities in 2008 In addition subordinated borrowings

are needed in order for the Company to meet its required minimum net capital The

Company is party to various legal actions and while the Company is vigorously

defending itself against these actions an unfavorable outcome of any of these actions

could have material adverse effect on the Companys financial conditions results of

operations or cash flows Those factors create an uncertainty about the Companys
ability to continue as going concern Managements plan with respect to these matters

has been to divest large fixed income trading operation that was losing substantial

amounts of cash maintain its current level of subordinated borrowing and issue preferred

stock to its current or future stockholders The financial statements do not include any

adjustments that might be necessary if the Company is unable to continue as going

concern

Use of estimates

The preparation of 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

Securities transactions and valuations

Securities transactions commission income and related commission expenses are

recorded on trade-date basis

The Companys securities owned and the securities sold hut not yet purchased positions

are concentrated in marketable equity securities Those securities positions and its

deposits in nlone\ market accounts are valued at market value and unrealized gains and

losses are included in results of operations Realized gains and losses are determined on

firstin firstout basis

ash equivalents

ash equi\ aleiits are investments in money market hinds



Equipment furniture and leasehold improvements

Equipment frirniture and leasehold improvements are carried at cost Depreciation and

amortization are provided using straight-line and accelerated methods over the estimated

useful lives of the assets or term of the lease

Income taxes

The Company accounts for income taxes pursuant to the asset and liability method which

requires income tax assets and liabilities to be computed for temporary differences

between the financial statement and tax bases of assets and liabilities that will result in

taxable or deductible amounts in the future based on enacted tax laws and rates applicable

to the periods in which the temporary differences are expected to affect taxable income

Valuation allowances are established when necessary to reduce deferred tax assets to the

amount expected to be realized The income tax provision is the tax payable or

refundable for the period plus or minus the change during the period in deferred tax

assets and liabilities

Concentration of credit risk

Financial instruments that potentially subject the Company to concentrations of credit

risk consist principally of cash and cash equivalents and receivables from clearing

organizations The Company maintains its cash and temporary cash investments in bank

deposit and other accounts the balances of which at times may exceed Federally insured

amounts Amounts receivable from clearing organizations consist predominately of

comnhissions receivable and unsettled trades Exposure to credit risk is reduced by

establishing its banking and brokerage relationships with high credit financial

institutions In addition the clearing broker maintains insurance for amounts in excess of

the Federal limits

Note Securities owned and securities sold but not yet purchased

Securities owned other than money market account shares and securities sold but not

yet purchased represent positions in marketable securities all common stocks taken

primarily for trading purposes in the ordinary course of business

Note Equipment furniture and leasehold improvements

Equipment furniture and leasehold improvements are included in other assets as of

December 2008 and consist of the following Computer equipment estimated year

life $431337 Furniture and fixtures estimated year life $13678 Leasehold

improvements term of lease $45208 Less accumulated depreciation and amortization

$373740

Note Income taxes

As of December 2008 the Company had net operating loss carryforwards of

approximately 52.360.00 ftr Federal income tax reporting purposes and $3160000 for

state and local income tax reporting purposes that expire at various dates through 2026

liie to the signi licant uncertainties related to among other things the extent and timing

of future taxable income the ompanv recorded an equivalent valuation alloance As

result of the increase in the valuation alloancc during 2008 there are no deferred

inconie tixcs rcllccicd in the accompanying statement of operations



Note Savings plan

The Company maintains savings plan pursuant to Section 40 1k of the Internal

Revenue Code tile Code under which all employees meeting eligibility requirements

qualify for membership Subject to certain limits set forth in the Code employees are

permitted to make contributions to the plan on pre-tax salary reduction basis and the

Company may make voluntary contributions No contribution was made by the

Company in 2008

Note Commitments and contingencies

Operating leases

The Company leases its office space under operating leases that expire through

September 2014 Office leases generally require the Company to pay real estate taxes

and maintenance costs Minimum future rental commitments under non cancel leases are

as follows

2009 $248374

2010 192912

2011 196026

2012 199140

thereafter 348495

Litigation

The Company is party to various legal actions arising in the ordinary course of business

related to the Companys brokerage activities The Company is vigorously defending

itself against these actions The amount of the loss or range of possible loss related to

these actions cannot be reasonably estimated In the opinion of management an

unfavorable outcome of any of these actions could have material adverse effect on the

financial condition results of operations or cash flows of the Company

Indemnifications

In the normal course of its business the Company indemnifies and guarantees certain

service providers such as clearing and custody agents trustees and administrators

against specified potential losses in connection with their acting as an agent of or

providing services to the Company or its affiliates The Company also indemnifies some
clients against potential losses incurred in the event specified third-party service

providers including sub-custodians and third-party brokers improperly execute

transactions The maximum potential amount of future payments that the Company
could be required to make under these indemnifications cannot be estimated However
tile Company believes that it is unlikely it will have to make material payments under

these arrangements and has not recorded any contingent liability in the financial

statements 11r these indernniticatjons

Note Financial instruments with off-balance-sheet risk

Companys customer securities activities are transacted on either cash or margin
basis In margin transactions the Companys clearing broker extends credit to the

customer subject to various regulatory and internal margin requirements collateralized

by cash and securities in the customers account As result of guaranteeing customer

margin balances carried by the clearing broker the Company may he exposed to off

balancesheet risk in the evetit margin requirements are not suthcient to hilly cover losses

hich the ctlslmeI may occur



Securities sold but not yet purchased represent obligations of the Company to deliver the

specified security at contracted price and thereby create liability to repurchase the

security in the market at prevailing prices Accordingly these transactions result in off-

balance-sheet risk as the Companys ultimate obligation to satisfy the sale of securities

sold but not yet purchased may exceed the amount recognized in the statement of

financial condition

Additionally the Company is exposed to off-balance-sheet risk of loss on transactions

during the period from the trade date to the settlement date which is generally three

business days If the customer fails to satisfy its contractual obligation to the clearing

broker the Company may have to purchase or sell financial instruments at prevailing

market prices in order to fulfill the customers obligations Settlement of these

transactions is not expected to have material effect on the Companys financial position

results of operations or cash flows

The Company seeks to control the risks associated with its customers activities by

requiring customers to maintain margin collateral in compliance with various regulatory

and clearing broker guidelines The Company monitors required margin levels daily and

pursuant to such guidelines requires the customers to deposit additional collateral or to

reduce positions when necessary

Note Net capital requirements

The Company is subject to the SEC Uniform Net Capital Rule 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 Rule 15c3-1 also

provides that equity capital may not be withdrawn or cash dividends paid if the resulting

net capital ratio would exceed 10 to At December 31 2008 the Company was in

compliance with these rules

Note Preferred stock

The Company may issue preferred stock in one or more series with the terms and

preferences to be determined by the Companys Board of Directors As of December 31
2008 the Company was authorized to issue 2500 shares of Series preferred stock and

10000 shares of other preferred stock in various series

At December 31 2008 there are no Series Series or Series shares issued or

outstanding

Note 10 Subordinated borrowings

At December 2008 the Company has borrowings under subordination agreement in

the amount of 000000 past due as of March 30 2008 with interest at 6.75% Interest

expense on this borrowing was accrued up to the due date Under the terms of the

borrowing the subordinated note is not callable until the Company meets certain net

capital reqwrements



Note 11 Related party transactions

Included in other assets on the accompanying statement of financial condition is

receivable from stockholder of $182492 which resulted from noninterest bearing cash

advances



Seaboard Securities Inc

Computation of Net Capital Under 5c3-1 of the

Securities and Exchange Commission

December 31 2008

Schedule

Total Assets 2615981

Less Liabilities 1150286

Total Capital and allowable subordinated liabilities 1465695

Less Non Allowable Assets 800443

Total Net Capital Before Haircuts 665252

Less Haircuts 4371

Net Capital 660881

Minimum Net Capital 175000

Excess net capital 485881

Aggregate indebtedness 1150286

Ratio Al to NC 174%

Non Al Liabilities 000000

RECONCILIATION WITH COMPANYS NET CAPITAL COMPUTATION

There is no material difference between the net capital computation as reported on Seaboard
Securities Inc FOCUS report PartllA as of December 31 2008 and this audit



Seaboard Securities Inc

Computation for Determination of the Reserve Requirements
And Information Relating to Possession or Control Requirements

For Brokers and Dealers Pursuant to Rule 5c3-3

For the Year Ended December 31 2008

The Company does not effect transactions for anyone defined as customer

under Rule 5c3-3 Accordingly there are no items to report under the

requirements of this Rule



Joseph Amundsen

Certified Public Accountant

110 Wall Street 11th Floor

New York New York 10005

212/709-8250

21 2/943-2300fax

jamundsencpa@gmail.com

Independent Auditors Report of Internal

Accounting Control Required by SEC Rule 17a-5

To the Board of Directors

Seaboard Securities Inc

In planning and performing my audit of the financial statements of Seaboard

Securities Inc the Company as of and for the year ended December 31 2008
in accordance with auditing standards generally accepted in the United States of

America considered its internal control over financial reporting internal control

as basis for designing my auditing procedures for the purpose of expressing

my opinion on the financial statements but not for the purpose of expressing an

opinion on the effectiveness of the Companys internal control Accordingly do

not express an opinion on the effectiveness of the Companys internal control

Also as required by rule 17a-5g1 of the Securities and Exchange Commission

SEC have made study of the practices and procedures followed by the

Company including consideration of control activities for safeguarding securities

This study includes tests of such practices and procedures that considered

relevant to the objectives stated in rule 7a-5g in making the periodic

computations of aggregate indebtedness and net capital under rule 17a-3a1
and for determining compliance with the exemptive provisions of rule 5c3-3

Because the Company does not carry securities accounts for customers or

perform custodial functions relating to customer securities did not review the

practices and procedures followed by the Company in any of the following

Making the quarterly securities examinations counts verifications and

comparisons and the recordation of differences required by rule 17a-13

Complying with the requirements for prompt payment for securities under

Section of Federal Reserve Regulation 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 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 SECs 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 safeguarded against loss from

unauthorized use of disposition and that transactions are executed in

accordance with managements authorization and recorded properly to permit the

preparation of financial statements in conformity with generally accepted

accounting principles Rule 7a-5g lists additional objectives of the practices
and procedures listed in the preceding paragraphs

Because of the inherent limitations in internal control or 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

control deficiency exists when the design or operation of control does not

allow management or employees in the normal course of performing their

assigned functions to prevent or detect misstatements on timely basis

significant deficiency is control deficiency or combination of control

deficiencies that adversely affects the entitys ability to initiate authorize record

process or report financial data reliably in accordance with generally accepted
accounting principles such that there is more than inconsequential will not be

prevented or detected by the entitys internal control

material weakness is significant deficiency or combination of significant

deficiencies that results in more than remote likelihood that material

misstatement of the financial statements will not be prevented or detected by the

entitys internal control

My 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 did not identify any
deficiencies in internal control and control activities for safeguarding securities

that we consider to be material weaknesses as defined above



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 material

inadequacy for such purposes Based on this understanding and on my study
believe that the Companys practices and procedures were adequate at

December 31 2008 to meet the SECs objectives

This report is intended solely for the information and use of the management the

SEC FINRA and other regulatory agencies that rely on rule 17a-5g under the

Securities Exchange Act of 1934 in their regulation of registered broker dealers
and is not intended to be and should not be used by anyone other than these

specified pa ies

Amundsen CPA
York New York

March 26 2009



Joseph Amundsen
Certified Public Accountant

110 Wall Street Floor

New York New York 10005

212/709-8250

21 2/943-2300fax

jamundsencpagmail.com
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