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OATH OR AFFIRMATION

I, Calvin Jarrett, swear (or affirm) that, to the best of my knowledge and belief the accompanying financial statement

and supporting schedules pertaining to the firm of Arvest Investments, Inc., as of December 31, 2008, are true and

correct. I 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:

'NOTARY SEAL"
Coerena A. Pruit., Notary Public |

State of Arkans:s, Benton County § i
My C op. 18,2011 | gﬂéfﬂﬂ /Q W
t - a (/

B Signature
S President-Investment Services
Title

Notary Public

This report ** contains (check all applicable boxes):

& (a) Facing Page.

X (b) Statement of Financial Condition.

X (c) Statement of Income (Loss).

X (d) Statement of Changes in Financial Condition.

< (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

L] (/) 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.

X (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

B (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 to methods of
consolidation.

B () An Oath or Affirmation.

] (m) A copy of the SIPC Supplemental Report.

] (n) A report describing any material inadequacies found to exist or found to have existed since the date of the
previous audit.

** For conditions of confidential treatment of certain portions of this filing, see section 240.173-5(8)(3).
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PricewaterhouseCoopers LLP
10 Tenth Street, Suite 1400
Atlanta GA 30309-3851
Telephone (678) 419 1000
Facsimile (678} 419 1239

Report of Independent Auditors

To the Board of Directors and Stockholder of
Arvest Investments, Inc.

In our opinion, the accompanying statement of financial condition and the related statements of
operations, changes in stockholder’s equity and cash flows present fairly, in all material respects, the
financial position of Arvest Investments, Inc. (a wholly-owned subsidiary of Arvest Bank) (the
“Company™) at December 31, 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. 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 of these statements in accordance with auditing standards generally accepted in the United
States of America, which 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, assessing the accounting principles used and significant estimates made by management,
and evaluating the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

As more fully described in Note 5, the Company has significant transactions with its parent. Because
of this relationship, it is possible that the terms of these transactions are not the same as those that
would result from transactions among unrelated parties.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken
as a whole. The information contained in Supplementary Schedules I, II and III is presented for
purposes of additional analysis and is not a required part of the basic financial statements, but is
supplementary 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.

/—Pwol-uhwcf»e“ ue

February 20, 2009



Arvest Investments, Inc.
(a wholly-owned subsidiary of Arvest Bank)
Statement of Financial Condition

December 31, 2008
Assets
Cash and cash equivalents $ 5,510,792
Receivable from broker-dealer 912,048
Trading securities 246,748
Other assets 392,608
Total assets $ 7,062,196
Liabilities and Stockholder’s Equity
Payable to Arvest Bank $ 1414468
Payable to broker-dealer 303,620
Accrued compensation expense 1,300,408
Other liabilites 43,700
Total liabilities 3,062,196

Common stock, no par value; 1,000 shares authorized; 100 shares

issued and outstanding 4,000,000
Total stockholder’s equity 4,000,000
Total liabilities and stockholder’s equity $ 7,062,196

The accompanying notes are an integral part of these financial statements.
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Arvest Investments, Inc.

(a wholly-owned subsidiary of Arvest Bank)
Statement of Operations

Year Ended December 31, 2008

Revenues
Commissions
Mutual fund fees
Trading profits
Other income

Total revenues

Expenses
Compensation and related benefits
Market data services
Occupancy
Travel expenses
Regulatory fees and expenses
Other expenses

Total expenses

Net revenues prior to allocation of net revenues to Arvest Bank
Allocation of net revenues to Arvest Bank

Net income

$ 16,787,085
3,504,376
320,971
528,285

21,140,717

18,081,445
587,229
514,594
371,003
300,154
910,975

20,765,400

375,317
(375,317)

$ -

The accompanying notes are an integral part of these financial statements.
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Arvest Investments, Inc.

(a wholly-owned subsidiary of Arvest Bank)
Statement of Changes in Stockholder’s Equity
Year Ended December 31, 2008

Additional Total
Common Paid-in Retained Stockholder’s

Stock Capital Earnings Equity
Balance at January 1, 2008 $ 4,000,000 $ - 8 - % 4,000,000
Net income - - - -
Balance at December 31, 2008 $ 4,000000 $ - 3 - $ 4,000,000

The accompanying notes are an integral part of these financial statements.
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Arvest Investments, Inc.
(a wholly-owned subsidiary of Arvest Bank)
Statement of Cash Flows

Year Ended

December 31, 2008

Cash flows from operating activities

Net income

Adjustments to reconcile net income to net cash used in
operating activities:
Changes in assets and liabilities
Decrease in receivable from broker-dealer
Increase in trading securities
Increase in other assets
Decrease in securities sold, not yet purchased
Decrease in payable to Arvest Bank
Increase in payable to broker-dealer
Increase in accrued compensation expense
Increase in other liabilities

Net cash used in operating activities

Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

Supplemental cash flows disclosures

Interest paid

The accompanying notes are an integral part of these financial statements.
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230,944
(25,982)
(107,956)
(100,000)
(631,471)
181,160
322,281
43,700

(87,324)
5,598,116
$ 5510792

$ 9,361



Arvest Investments, Inc.
(a wholly-owned subsidiary of Arvest Bank)

Notes to Financial Statements
December 31, 2008

1.

Organization and Nature of Business

Arvest Investments, Inc. (the “Company™) is a broker-dealer registered with the Securities and
Exchange Commission (“SEC”) and the Financial Industry Regulatory Authority, Inc. The
Company is an Arkansas corporation that is a wholly-owned subsidiary of Arvest Bank, a
wholly-owned indirect subsidiary of Arvest Bank Group, Inc. (*“ABG”). The Company primarily
acts as an intreducing broker-dealer offering a wide range of investment security products to
retail customers of Arvest Bank.

The Company executes all of its customers’ transactions, on a fully-disclosed basis, through
unaffiliated clearing broker-dealers, which carry the accounts and securities of the Company’s
custoimers.

Summary of Significant Accounting Policies

‘The significant accounting and reporting policies of the Company conform to accounting

principles generally accepted in the United States of America and prevailing practices within the
broker-dealer industry. The preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America requires that management make
estimates and assumptions which impact 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. Actual results could
differ from those estimates and assumptions.

The following is a summary of the more significant accounting policies of the Company:

Income Recognition
Commission revenues and Mutual Fund fees are recorded by the Company on a trade date basis
as securities transactions occur.

Trading Securities
Trading securities and securities sold, not yet purchased are carried at fair value based on quoted
market prices.

Income Taxes

The Company’s operations are included in the consolidated federal and state income tax returns
of ABG. Since the Company generates no taxable income or significant permanent or temporary
differences, no income tax provision has been recorded.

‘Cash and Cash Equivalents

The Company has defined cash equivalents as highly liquid investments with original maturities
of less than ninety days that are not held for sale in the ordinary course of business.

Statement of Changes in Subordinated Liabilities ‘

The financial statements of the Company do not include a statement of changes in liabilities
subordinated to the claims of general creditors as required under Rule 17a-5 of the SEC since no
such liabilities existed at December 31, 2008 or during the year then ended.



Arvest Investments, Inc.

(a wholly-owned subsidiary of Arvest Bank)
Notes to Financial Statements

December 31, 2008

Fair Values of Financial Instruments

Effective January 1, 2008, the Company adopted Statement of Financial Accounting Standards
No. 157, "Fair Value Measurements” (SFAS No. 157). This Statement defines fair value,
establishes a framework for measuring fair value and expands disclosures about fair value
measurements. SFAS No. 157 defines fair value as the exchange price that would be received
for asset or paid to transfer a liability in an orderly transaction between market participants in the
principal or most advantageous market for the asset or liability. SFAS No. 157 establishes a fair
value hierarchy, which requires an entity to maximize the use of observable inputs and minimize
the use of unobservable inputs when measuring fair value. It describes three levels of inputs that
may by used to measure fair value:

e Level 1 —inputs to the valuation methodology are quoted prices (unadjusted) for identical
assets or liabilities in active markets.

e Level 2 - inputs to the valuation methodology include quoted prices for similar assets and
liabilities in active markets, and inputs that are observable for the asset or liability, either
directly or indirectly, for substantially the full term of the financial instrument.

¢ Level 3 — inputs to the valuation methodology are unobservable and significant to the fair
value measurement.

Refer to Note 7, "Fair Value Measurements," of the notes to the financial statements, for further
information concerning the fair value of financial assets and liabilities.

Receivable From Broker-Dealers

Amounts receivable from broker-dealers at December 31, 2008 consisted of fees and
comnissions receivable from the Company’s clearing brokers.

Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule
(“SEC Rule 15¢3-17"), which requires the maintenance of minimum net capital and establishes a
maximum ratio of aggregate indebtedness to net capital, both as defined. At December 31, 2008,
the Company had net capital of $3,591,388 which was $3,341,388 in excess of its required net
capital of $250,000, and a ratio of aggregate indebtedness to net capital of .84 to 1, which was
less than the maximum allowable ratio of 15 to 1.

The Company claims exemption from the reserve requirements and the possession or control
requirements of SEC Rule 15¢3-3 of the Securities and Exchange Commission under paragraph
(k)(2)(i) of the Rule. SEC Rule 15c3-3 regulates the manner in which broker-dealers handle
customers' fully paid securities and security values in excess of margin requirements. Fully paid
securities must be segregated by broker-dealers.

Transactions with Arvest Bank
The Company is the exclusive provider of retail brokerage services for Arvest Bank and
primarily derives its revenues from these services. Most of the Company’s sales representatives

are located in banking locations of Arvest Bank and, therefore, Arvest Bank customers have
ready access to the sales representatives. In connection with this relationship, the Company is a
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Arvest Investments, Inc.

(a wholly-owned subsidiary of Arvest Bank)
Notes to Financial Statements

December 31, 2008

party to an agreement with Arvest Bank under which all of the Company’s revenues, ntet of the
direct expenses incurred in connection with the generation of the revenues, plus an allocation of
all of the Company’s other expenses are allocated to Arvest Bank. As a result, the Company
reports no net income after such allocations.

The Company rents office space and equipment and purchases support services, including ail
personnel services, from Arvest Bank. Total expenses incurred for the above activities for the
year ended December 31, 2008 amounted to $18,207,799. The amount payable to Arvest Bank at
December 31, 2008 of $1,414,468 represents unpaid balances relating to these expenses and the
allocation discussed above. Stated financial results may differ if these transactions were
conducted with other external parties.

In October of 2007, the Company obtained a line of credit with Arvest Bank in the amount of
$20,000,000. In October of 2008, the line of credit with Arvest Bank expired. During 2008
draws under the line of credit were $0.

Arvest Bank may, from time to time, provide the Company with capital contributions in order to
maintain minimum net capital requirements. During the year ended December 31, 2008, there
were no such contributions of capital. The Company also maintained cash on deposit with
Arvest Bank at December 31, 2008 totaling $76,348.

6. Commitments and Contingent Liabilities

In the normal course of business, the Company may become subject to litigation or claims. The
Company is not aware of any litigation or claims against the Company which would materially
affect its financial position or results of operations.

The Company’s customer securities activities are transacted on either a cash or margin basis. In
margin transactions, the Company’s clearing brokers extend credit to the Company’s customers,
subject to various regulatory and internal margin requirements, collateralized by cash and
securities in the customers’ accounts. In connection with these activities, the clearing brokers
clear customer transactions involving the sale of securities not yet purchased, substantially all of
which are transacted on a margin basis subject to individual exchange regulations. In the event
the customer fails to satisfy its obligations, the clearing broker may be required to purchase or
sell financial instruments at prevailing market prices to fulfill the customer’s obligations. Any
associated loss incurred by the clearing brokers may be reimbursed by the Company in
accordance with the clearing agreements between the clearing brokers and the Company. The
Company seeks to control the risks associated with these activities by requiring customers to
maintain margin collateral in compliance with various regulatory and internal guidelines. The
Company monitors required margin levels daily and, pursuant to such guidelines, requires the
customer to deposit additional collateral or to reduce positions, when necessary.

As the right to charge the Company has no maximum amount and may apply to all trades
executed through the clearing brokers, the Company believes there is no maximum amount
assignable to this right. At December 31, 2008, the Company had recorded no liabilities with
regard to this right. The Company has not historically incurred any material losses arising from
these activities and does not anticipate future losses, if any, to have a material impact on the
financial statements.
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Arvest Investments, Inc.

(a wholly-owned subsidiary of Arvest Bank)
Notes to Financial Statements

December 31, 2008

In addition, the Company has the right to pursue collection or performance from the
counterparties who do not perform under their contractual obligations. The Company monitors
the credit standing of the clearing brokers and all counterparties with which it conducts business.

7. Fair Value Measurements

As discussed in Note 2 to the financial statements, the Company adopted SFAS 157 on January
1, 2008 which expanded the Company's fair value disclosure for certain assets and liabilities
measured at fair value on a recurring and non-recurring basis. These assets consist of cash
equivalents and trading securities.

SFAS No. 157 establishes a fair value hierarchy for disclosure of fair value measurements to
maximize the use of observable inputs, that is, inputs that reflect the assumption market
participants would use in pricing an asset or liability based on market data obtained from sources
independent of the reporting entity. The valuation hierarchy is based upon the transparency of
inputs to the valuation of an asset or liability as of the measurement date. A financial
instrument’s categorization within the valuation hierarchy is based upon the lowest level of input
that is significant to the fair value measurement.

Level 1

Level 1 inputs to the valuation methodology are quoted prices (unadjusted) for identical assets or
liabilities in active markets. The types of instruments valued based on quoted market prices in
active markets include active listed equities, if any, and money market securities. At December

31, 2008, the Company had money market securities classified as cash equivalents w1th a fair
value of $2,401,867.

Level 2

Level 2 inputs to the valuation methodology include quoted prices for similar assets and
liabilities in active markets, and inputs that are observable for the asset or liability, either directly
or indirectly, for substantially the full term of the financial instrument. The types of instruments
that valued based on quoted prices for similar assets with reasonable levels of price transparency
include state and municipal obligations. At December 31, 2008, the Company had municipal
obligations classified as trading securities with a fair value of $246, 748.

Level 3

Level 3 inputs to the valuation methodology are unobservable and significant to the fair value
measurement. The Company had no Level 3 assets or liabilities measured at fair value on a
recurring basis at December 31, 2008.



Arvest Investments, Inc.

(a wholly-owned subsidiary of Arvest Bank)
Notes to Financial Statements

December 31, 2008

The following table presents the assets and liabilities that are measured at fair value on a
recurring basis at December 31, 2008 for each of the fair value hierarcy levels:

Financial Assets and Liabilities at Fair Value as of December 31, 2008

Gain /
Level 1 Level 2 Level 3 Total (Losses)
Assets :
Money Market Securities $ 24001867 § - 3 - § 2401867 $ -
Municipal Obligations - 246,748 - 246,748 278
Total financial assets at fair value $ 2401867 § 246,748 $ - § 2648615 § 278

The Company had no financial instruments measured at fair value on a non-recurring basis as of
December 31, 2008.

10
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Arvest Investments, Inc. Schedule |
(a wholly-owned subsidiary of Arvest Bank)
Computation of Net Capital Under Rule 15¢3-1 of the
Securities and Exchange Commission
December 31, 2008
Computation of Net Capital
Total stockholder’s equity $ 4,000,000
Total stockholder’s equity qualified for net capital 4,000,000
Deductions
Nonallowable assets
Nonallowable assets (345,770)
Total deductions (345,710)
Net capital before haircuts on securities 3,654,230
Haircuts on securities
Trading securities (62,842)
Total haircuts on securities (62,842)
Net capital $ 3,591,388
Computation of Aggregate Indebtedness
Payable to Arvest Bank $ 1,414,468
Payable to broker-dealer 246,469
Accrued compensation expense 1,300,408
Other liabilities 43,700
Aggregate indebtedness $ 3,005,045
Computation of Basic Net Capital Requirements
Minimum net capital required (greater of $250,000 or 6 2/3% of
aggregate indebtedness) § 250,000
Excess net capital $ 3,341,388
Ratio of aggregate indebtedness to net capital 84to01

No material differences existed between the above computation and the computation included in the

Company’s unaudited FOCUS report as of December 31, 2008.
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Arvest Investments, Inc. Schedule Il
(a wholly-owned subsidiary of Arvest Bank)

Computation for Determination of Reserve Requirements Under Rule

15¢3-3 of the Securities and Exchange Commission

December 31, 2008

Credit balances $ -
Free credit balances and other credit balances in customers’ security accounts
Monies borrowed collateralized by securities carried for the

accounts of customers
Monies payable against customers’ securities loaned
Customers’ securities failed to receive (including credit balances in continuous
net settlement accounts)
Credit balances in firm accounts that are attributable to principal sales to customers
Market value of stock dividends, stock splits and similar distributions
receivable outstanding over thirty calendar days
Market value of short security count differences over thirty calendar days old
Market value of short securities and credits in all suspense accounts over thirty
calendar days
Market value of securities that are in transfer in excess of forty calendar days
and have not been confirmed to be in transfer by the transfer agent or the issuer

Total credit items $ -
Debit balances
Debit balances in customers’ cash and margin accounts excluding $ -

unsecured accounts and accounts doubtful of collection net

of deductions pursuant to rule 15¢3-3

Securities borrowed to effectuate short sales by customers and securities
borrowed to make delivery on customers’ securities failed to deliver
Failed to deliver of customers’ securities not older than thirty calendar days
Other

Gross debits . -
Less three percent charge
Total debit items -

Reserve computation
Excess of total debits over total credits

Required deposit $ NONE

No material differences existed between the above information and the information included in the
Company’s unaudited FOCUS report as of December 31, 2008.
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Arvest Investments, Inc.

(a wholly-owned subsidiary of Arvest Bank)
Information Relating to Possession or Control Requirements Under
Rule 15¢3-3 of the Securities and Exchange Commission

December 31, 2008

Schedule 1l

1. Customers’ fully paid securities and excess margin securities not
in the Company’s possession or control as of December 31, 2008
(for which instructions to reduce to possession or control had
been issued as of December 31, 2008 but for which the required

action was not taken by respondent within the time frames

specified under Rule 15¢3-3).

A. Number of Items

2. Customers’ fully paid securities and excess margin securities for
which instructions to reduce to possession or control had not been
issued as of December 31, 2008, excluding items arising from
“temporary lags which result from normal business operations”

as permitted under Rule 15¢3-3.

A. Number of ltems
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. PricewaterhouseCoopers LLP
Report of Independent Auditors 10 Tenth Street, Suite 1400

on Internal Control Required by SEC Rule 17a-5 Atlanta GA 30309-3851
Telephone (678) 419 1000
To the Board of Directors and Stockholder of Facsimile (678) 419 1239
Arvest Investments, Inc.

In planning and performing our audit of the financial statements of Arvest Investments, 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, 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 control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (the “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
making the following:;

1. The pericdic computations of aggregate indebtedness and net capital under Rule 17a-3(a)(11); and
2. Determining compliance with the exemptive provisions of Rule 15¢3-3.

Because the Company does not carry securities accounts for customers or perform custodial functions
relating to customer securities, we did not review the practices and procedures followed by the
Company in any of the following:

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

2. 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.

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 safeguarded 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.

14
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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 internal 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, second, and
third paragraphs and would not necessarily identify all deficiencies in internal control that might be
material weaknesses. We did not identify any deficiencies in internal control and control activities for
safeguarding securities that we consider to be material weaknesses, as defined above.

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 were adequate at December 31, 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, Financial Industry Regulatory Authority, 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.

NRisibendnounsCospina 19

February 20, 2009
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