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OATH OR AFFIRMATION

1, f\: GO A g (f\( \ o , swear (or affirm) that, to the best of
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Signature
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Title

Notary Public

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

B4 (a) Facing Page.

Bd (b) Statement of Financial Condition.

B. (c) Statement of Income (Loss).

B3 (d) Statement of Changes in Financial Condition.

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

O () Statement of Changes in Liabilities Subordinated to Claims of Creditors.

3 (g) Computation of Net Capital.

8 (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

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

Kl () 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.

O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

™ () An Oath or Affirmation.

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

O (n) Areportdescribing 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 240.17a-5(e)(3).
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SHIRLEY R. MILLER
CERTIFIED PUBLIC ACCOUNTANT
3004 Hammond Blvd
Clovis, New Mexico 88101
(909) 664-3680

INDEPENDENT AUDITOR'S REPORT

Board of Directors

Securities Equity Group

26800 Aliso Viejo Parkway, Suite 150
Aliso Viejo, California 92656

Dear Directors:

I have audited the accompanying statement of financial
condition of Securities Equity Group as of December 31, 2008 and
the related statements of operations, retained earnings, changes
in shareholders' equity, and cash flows for the year then ended
that you are filing pursuant to Rule 17a-5 under the Securities
Exchange Act of 1934. These financial statements are the
responsibility of the Company's management. My responsibility
is to express an opinion on these financial statements based on
my audit.

I conducted my audit in accordance with generally accepted
auditing standards. Those standards require that I 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. I believe that my
audit provides a reasonable basis for my opinion.

In my opinion, the financial statements referred to above
present fairly, in all material respects, the financial position
of Securities Equity Group as of December 31, 2008, and the
results of its operations and its cash flows for the year then



ended, in conformity with generally accepted accounting
principles.

My audit was conducted for the purpose of forming an
opinion on the basic financial statements taken as a whole. The
supplemental schedule of computation of net capital is presented
for the purpose 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. This schedule is the responsibility of the
Company's management. Such schedule has been subjected to the
auditing procedures applied in my audit of the basic financial
statements and, in my opinion, is fairly stated in all material
respects when considered in relation to the basic financial
statements taken as a whole.

Respectfully submitted,

Shirley R. Miller, CPA

February 25, 2009
Clovis, New Mexico



SECURITIES EQUITY GROUP
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2008

ASSETS

CURRENT ASSETS

Cash in bank S 96,695

Cash on deposit 50,000

Commissions receivable 64,059

Prepaid expenses 122,716

Total current assets $ 333,470

LONG TERM ASSETS

Deposits 3,500

Investments 56,833
TOTAL ASSETS $ 393,803

LIABILITIES AND SHAREHOLDERS' EQUITY

CURRENT LIABILITIES
Commissions payable $ 44,821

SHAREHOLDERS' EQUITY
Common stock, no par value;
60,000 shares authorized;
60,000 shares issued & outstanding $ 60,000

Additional paid-in capital 58,400
Retained earnings 230,582
Total Shareholders' equity 348,982

TOTAL $ 393,803

This Statement is subject to comments incorporated in the
Independent Auditor's Report and Notes to Financial Statements,
which are an integral part of this report.
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SECURITIES EQUITY GROUP

STATEMENT OF OPERATIONS

FOR THE YEAR ENDED DECEMBER 31, 2008

REVENUES
Commissions
Other Income
Interest income
Total revenues

EXPENSES

Commissions
Clearing costs
Management fees
Insurance
Regulatory fees
Professional fees
Office expenses
Loss on investment
Total Expenses

Income from Operations

Provision for Income Taxes

Net Income

$1,417,694
1

3,733

$

1,079,612
56,907
168,000
24,732
32,768
54,764
21,908

56,994
1,495,685

1,421,428

( 74,257)

2,903

$( 77,160)

This Statement is subject to comments incorporated in the
Independent Auditor's Report and Notes to Financial Statements,

which are an integral part of this report.



SECURITIES EQUITY GROUP
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2008

CASH FLOWS FROM OPERATING ACTIVITIES

Net income from operations S( 77,160)
Adjustments to reconcile net income to net
cash used in operating activities:

Loss on investment 56,994
Decrease in commissions receivable 21,954
Increase in prepaid expenses (77,464)
Decrease in commissions payable (27,373)

Net cash from operating activities (103,149)

NET DECREASE IN CASH (103,149)
CASH, BEGINNING OF YEAR 199,744
CASH, END OF YEAR $ 96,695

This Statement is subject to comments incorporated in the
Independent Auditor's Report and Notes to Financial Statements,
which are an integral part of this report.
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SECURITIES EQUITY GROUP
STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2008

Stock-
Additional holders'

Common Paid-in Retained Equity
Stock Capital Earnings Total

Balance -
December 31, 2005 $ 60,000 3 58,400 $ 105,014 S 223,414

Net Income 39,612 39,612

Balance-
December 31, 2006 $ 60,000 $ 58,400 $ 144,626 $ 263,026

Net Income 163,116 163,116
Balance-
December 31, 2007 $ 60,000 $ 58,400 $ 307,742 S 426,142

Net Income ( 77,160) { 77,160)

Balance- ,
December 31,2008 $ 60,000 $ 58,400 $ 230,582 $ 348,982

This Statement is subject to comments incorporated in the
Independent Auditor's Report and Notes to Financial Statements,
which are an integral part of this report.



SECURITIES EQUITY GROUP
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2008

NOTE 1: History

Securities Equity Group (the Company), a California Corporation
was formed on March 25, 1997 under the name of Select Securities
Group, Inc. The Company's common stock was subsequently acquired
by the company’s current owner on March 29, 1999, and its name
was changed to Securities Equity Group. The Company obtained
approval to begin operations from the National Association of
Securities Dealers (now known as the Financial Industry
Regulation Authority)on September 28, 1999 and commenced
operations as a general securities broker/dealer on April 27,
2000.

NOTE 2: Regulatory Requirements

As a broker/dealer, the Company is subject to the Securities and
Exchange Commission's 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 1. At December 31, 2008,
the Company had net capital of $207,123 which was $157,123 in
excess of its required net capital of $50,000. The Company's
ratio of aggregate indebtedness to net capital was .22 to 1.

Regarding the computation for determination of reserve
requirements and information relating to the possession and
control requirements under rule 15C-3-3, the Company relies on
Section K(2) (ii)of the Securities and Exchange Rule 15C-3-3 to
exempt them from provision of the rule.

NOTE 3: Summary of Significant Accounting Policies

Cash and Cash Egquivalents-For purposes of reporting cash flows,
the Company considers all highly liquid instruments purchased
with a maturity of thrée months or less to be cash equivalents.

Investments-The Company owns 2300 shares of NASDAQ restricted
stock which it does not plan to dispose of within the next year.
Investments are valued at current market value.
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NOTE 4: Related Party Transactions

During the current year, the Company incurred $168,000 in
management fees with a company solely owned by the Company’s sole
shareholder. The management fees primarily paid for executive
salaries, clerical salaries, rent, and customary office expenses.
Fees are payable monthly. Originally, the fees were set by
management agreement at $20,000 per month. However, those fees
were adjusted downward to $14,000 per month due to significant
changes from management’s original assumptions. A new management
agreement became effective January 1, 2009. The fees under the
new agreement are expected to be higher than the current year due
to anticipated increases in the volume of transactions conducted.
The new management agreement allows for periodic reviews of rates
due to anticipated changes. Under both agreements, monthly
management fees may be deferred or prepaid, but cannot be waived,
even if such fees would cause cash flow issues for either party;
the management fees are established to approximate actual costs
of the services provided. Below is an estimation of expenses
under the current agreement and under the new agreement,
respectively:

Salaries and related expenses $ 111,000 $ 120,000
General office expenses 41,000 43,000
Rent 16,000 17,000
Total management agreement $ 168,000 $ 180,000

During the current year the Company paid $159,205 in brokerage
commissions to the Company’s sole shareholder and $309,440 to
another related party. Commissions were paid on a contractual
percentage basis similar to commissions paid to other independent
brokers.

NOTE 5: Summary of Significant Subsequent Events

No significant subsequent events were noted as of the date of the
report.

NOTE 6: Legal Matters

No significant unresolved legal matters were noted as of the date
of the report.



SECURITIES EQUITY GROUP
COMPUTATION OF NET CAPITAL
FOR THE YEAR ENDED DECEMBER 31, 2008

SHAREHOLDERS' EQUITY FROM STATEMENT OF

FINANCIAL CONDITION $ 348,982
LESS:
HAIRCUT ON CASH ( 1,934)
HAIRCUT ON INVESTMENTS ( 8,525)
PREPAID EXPENSES (122,716)
DEPOSITS ( 3,500)
CONCENTRATION OF RISK ( 5,184)
$ 207,123
MINIMUM NET CAPITAL REQUIRED 50,000
(GREATER OF $50,000 OR 6.667% OF $44,821 AGGREGATE DEBT)
EXCESS NET CAPITAL $ 157,123
NET CAPITAL PER THE COMPANY'S UNAUDITED FORM
X-17A-5 PART IIA FILING $ 196,690
ADD: AUDIT ADJUSTMENTS (SEE NOTE BELOW) 10,433
NET CAPITAL PER REPORT PURSUANT TO
RULE 17A-5(d) $ 207,123
NOTE: ADJUSTMENTS TO NET CAPITAL PER AUDITOR INCLUDED
POSTING OF ACCOUNTS RECEIVABLE $ 34,263
POSTING OF ACCOUNTS PAYABLE (23,984)
POSTING OF PREPAID EXPENSES 72,000
LESS PREPAID EXPENSES DISALLOWED (72,000)
CHANGE IN UNDUE CONCENTRATION OF RISK 843
$ 10,433



SHIRLEY R. MILLER
CERTIFIED PUBLIC ACCOUNTANT
3004 Hammond Blvd
Clovis, New Mexico 88101
(909) 664-3680

February 25, 2009

Board of Directors

Securities Equity Group

26800 Aliso Viejo Parkway, Suite 150
Aliso Viejo, California 92656

Dear Directors:

In planning and performing my audit of the financial
statements of Securities Equity Group for the year ended December
31, 2008, I considered its internal control structure, including
procedures for safeqguarding securities, in order to determine my
auditing procedures for the purpose of expressing my opinion on
the financial statements and not to provide assurance on the
internal control structure.

Also, as required by Rule 17a-5(g) (1) of the Securities and
Exchange Commission, I have made a study of the practices and '
procedures (including tests of compliance with such practices and
procedures) followed by the Company that I considered relevant to
the objectives stated in Rule 17a-5(g), in making the periodic
computations of aggregate indebtedness and net capital under Rule
17a-3(a) (11) and for determining compliance with the exemptive
provisions of Rule 15¢3-3. I did not review the practices and
procedures followed by the Company in making the quarterly
securities examinations, counts, verifications and comparisons,
and the recordation of differences required by Rule 17a-13 or in
complying with the requirements for prompt payment for securities
under Section 8 of Regulation T of the Board of Governors of the
Federal Reserve System, because the Company does not carry
security accounts for customers or perform custodial functions
relating to customer securities.

Page 1 of 3
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The management of the Company is responsible for establishing
and maintaining an internal control structure and the practices
and procedures referred to in the preceding paragraph. 1In
fulfilling this responsibility, estimates and judgments by
management are required to assess the expected benefits and
related cost of internal control structure policies
and procedures 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 Commission's above-
mentioned objectives. Two of the objectives of an internal
control structure and 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 any internal control
structure or the practices and procedures referred to above,
errors or irregularities may nevertheless occur and not be
detected. Also, projections 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.

My consideration of the internal control structure would not
necessarily disclose all matters in the internal control structure
that might be material weaknesses under standards established by
the American Institute of Certified Public Accountants. A
material weakness is a condition in which the design or operation
of the specific internal control structure elements does not
reduce to a relatively low level the risk that errors or
irregularities in amounts that would be material in relation to
the financial statements being audited may occur and not be
detected within a timely period by employees in the normal course
of performing their assigned functions. I noted no condition that
I believe results in more than a relatively low risk that errors
or irregularities in amounts that would be material in relation to
the financial statements of Securities Equity Group may occur and
not be detected within a timely period.

Page 2 of 3
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I understand that practices and procedures which accomplish
the objectives referred to in the second paragraph of this report
are considered by the Commission 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 in my study, I believe that, except for the
effects, if any, of the condition discussed in the preceding
paragraph, the Company's practices and procedures were adequate at
December 31, 2008, to meet the Commission's objectives.

This report is intended solely for the use of management, the
Securities and Exchange Commission, and other regulatory agencies
which rely Rule 17a-5(g) under the Securities Exchange Act of 1934
in their regulation of registered brokers and dealers and should
not be used for any other purpose.

Respectfully submitted,

Shirley R. Miller, CPA
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