
Well Cc

2j3

STATES
HACOSS1O1

ngonDC 2tS4

ANNUAL AUDITED REPORT
FORM SX-i7A5

PART Ut

FAcING PWE

OMS APPROVAL

hformaion Required.of Brokenc and Dealers -Pu- a. _____
Seeurities..Exchauge Aet -of1934-.and k-uk

____

REPORT OR THE PLRTOD BEGINNING 01/01/09
____________________

NAME OF ROKER-flEALET SCF SECtmIT1ES fl.C

ADDRESS OF RINCIPM PLACE OF1Sfl4ESS flOt use.EO NoW

155 Shaw Avenue Suit 102

Fresno California 937i0

Zptde

NAME AND TELEPHQNg NUMBER OF PERSOt TOC4NTACT tn TO Th
Mark Townsna 4568i8

TLephtne Number

CCOUNTANT mENTW.ICA flON

iNEPENACCOUNTANT wIueopinion icontained tthRpGrt

LA VINE ASSOCIATES .CPAS INC

Name iiWduat k.r first k/fr nawel

26691 P.iaza.Snite 222 Mission Vejo CaIifrnia .2691

rAddre Cry Siatu lZpCode3

CMEC1 ONE

Cefflfled Public Accountant

Public Accountant

.0 Accountant no resident United St any of its psessiun

H-- PflOPFICIALIJSE ONLYi.-
Cjipjfr mptirnfrinn- thc requirernern that i/ut arnutal report be covered 1w the opiftien an -independent public accountant
must be supportedbv statement ctffacir and circurntmeereJie4 onus the baüsJr the eernpiion See Section 240 J7a-3e2

PotentI persons wI to respond to the .collecfton of

inf ormatlon contained rn this tormare not required-to respond

untessthetorm-dtayea.currenttyyafldaM5sontrol number

If 11111 Illl lII IllllI lllII IllII

10027576

Id

.0MB Number a$5O123

plres ebrry-2B 20110

Eindaerge burden

ours pen onbe.. iaoo

SECFILE NUMBER

SEC 1410 0$O2



Qflfl OR

Marl Townsend .. swear.or.afl3StMtbo thehttctof

rn knowledge zndibeliftheteGmpanting.figancialstaternezit.and hu$hnihg.hàthA1Łs.perthihingto.the4Sn of

SCF Securities Inc
as

December 31 .. are irae.aadcarrect further swear or affirm that

neither the-tompanv nor OO partner proprietor rrnip ulTh.er ordirector has any propnetar ntterMt in an account

classified solely asSet of customer .dseepra follows

Coniml$lo 177660tflISatan Public Californiasnocots

...

Signature

cAr- /c Dgft77oJJ

Notary.Pdhfir

Thispdrt .ccn thbhSt.dHipI1eeblehsd
PAdhi15jS
.55j S.4iaandittiGutid.itLm

.Q SSótStdflàSifdS
$tltthmentcfChaij lAFmanbiil Condition

ii Statement ut Chapgus in StoctbOl4ers Equgy or Partners or Sole Proprietors Capital
Stateaten of Changes in LlabThhen ubordmated to Claims of Creditors

.oetp MopafNpt
Computation for Detennurniton of Reserve Raqmrentents Pursuant to true

Informarton Itehereg to the Possession or ontrot Requnretruents Undertule 150-3

aecoucunwon tatludhug appropriate explanation of the Coarputatton INetCaprtal UnderRate 5c and the

CqnmpiJwtuon for Determination of the Reserve Requirements tInder Exhtbn of Bath ifl-3

It tteconeilmatuip between the audited and unaudnerl ctas meats of Financial Condition woE respect to muhods of

ifi An Qeth diAffuStm
ft $ff_ Eu lethenud.RdEibri

JjondtIjai qfco4fldernizxt trernfl4fceflnIh..pprt/ons qflJrisflhitg..see SctoE 240 77n-Scj/t3



me

INDEPENDENT AUDITORS REPORT

Board of Directors

SCF Securities Inc

Fresno California

We have audited the accompanying statements of financial condition of SCF Securities Inc as
of December 31 2009 and 2008 and the related statements of income changes in

stockholders equity and cash flows for the years 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 Our responsibility is to express an opinion on
these financial statements based on our audits

We conducted our audits 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 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 audits provide reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects
the financial position of SCF Securities Inc as of December 31 2009 and 2008 and the results

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

generally accepted in the United States of America

Our audits were conducted for the purpose of forming an opinion on the basic financial

statements taken as whole The information contained in Schedules II and Ill is presented
for purposes of additional analysis and is not required part of the basic financial statements
but as supplementary information required by rule 7a-5 under the Securities Exchange Act of

1934 Such information has been subjected to the auditing procedures applied in the audits 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 whole

26691 Plaza Drive Suite 222 Mission Viejo California 92691-6348 Tel 949 367-1935 Fax 949 367-1936

Certified Public Accountants Inc

Mission Viejo California

February 17 2010
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SCF SECURITIES INC
Statements of Financial Condition

December 31 2009 and 2008

ASSETS

Cash and cash equivalents

Concessions receivable

Due from affiliates

Prepaid expenses

Total Assets

602817

48947

24109

64109

739982

LIABILITIES AND STOCKHOLDERS EQUITY

LIABILITIES

Commissions payable

Accrued expenses

Income taxes payable Note

Total Liabilities 64107

STOCKHOLDERS EQUITY
Common stock no par value 1000000 shares authorized

2000 shares issued and outstanding

Additional paid-in capital

Retained Earnings
______________

Total Stockholders Equity 675875

Total Liabilities and Stockholders Equity 739982

The accompanying notes are an integral part of the financial statements

2009 2008

44052

19255

800

641596

54926

112479

809001

55488

34766

50065

140319

560

52600

615522

668682

809001

560

52600

622715



SCF SECURITIES INC
Statements of Income

For The Years Ended December 31 2009 and 2008

2009 2008

Revenue

Concessions 3023499 3468375

Interest and dividend income 7985 11657

Other income 25000 46275

Total Revenues 3056484 3526307

Expenses

Commission expenses 2327699 2591038

Salaries 628058 509519

Rent 70207 65724

Other operating expenses 408025 533034

Reimbursed expenses 386908 376259

Total Expenses 3047081 3323056

Income before income taxes 9403 203251

Income tax provision Current 2210 81141

Net Income 7193 122110

The accompanying notes are an integral part of the financial statements



SCF SECURITIES INC

Statements of Changes in Stockholders Equity

For The Years Ended December 31 2009 and 2008

Additional

Common Paid-In Retained

Stock Capital Earnings Total

Balance

December 31 2007 560 52600 493412 546572

Netincome 122110 122110

Balance

December 31 2008 560 52600 615522 668682

Net income 7193 7193

Balance

December 31 2009 560 52600 622715 675875

The accompanying notes are an integral part of the financial statements



SCF SECURITIES INC
Statement of Changes in Cash Flows

For The Years Ended December 31 2009 and 2008

2009 2008

Cash Flows From Operating Activities

Net income 7193 122110

Adjustments to reconcile net loss to net cash and cash

equivalents provided by used in operating activities

Increase decrease in

Concessions receivable 5979 58735
Prepaid expenses 64109

Decrease increase in

Accrued expenses 15511 34766
Income taxes payable 49265 27525
Commissions payable 11436 47718

Total Adjustments 134342 73308

Net cash and cash equivalents consumed provided 127149 195418

by operating activities

Cash Flows From Financing Activities

Transactions with affiliates 88370 23579

Net cash and cash equivalents provided in financing 88370 23579
activities

Net decrease increase in cash and cash equivalents 38779 218997

Cash and Cash Equivalents at Beginning of Year 641596 422599

Cash and Cash Equivalents at End of Year 602817 641596

Supplemental disclosure of cash flow information

Interest

Income taxes 25698 31076

The accompanying notes are an integral part of the financial statements



SCF SECURITIES INC
Notes to Financial Statements

For The Years Ended December 31 2009 and 2008

NOTE GENERAL AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

General

SCF Securities Inc the Company was incorporated in the State of Arizona on

May 19 1998 under the name Securities Consultants Financial Securities Inc

The Company changed its name to SCF Securities Inc on December 2000

The Company is fully disclosed broker/dealer whereby it does not hold

customer funds or securities registered under the Securities and Exchange Act

of 1934 as amended The Company is member of the Financial Industry

Regulation Authority FINRA and the Securities Investor Protection Corporation

SIPC

The Company is wholly owned subsidiary of SCF Holdings Inc the Parent

The Company primarily sells mutual funds fixed and variable annuities and life

insurance The Company has over 100 brokers with no one broker contributing

an undue concentration of risk

Summaryof Significant Accounting Principles

The presentation 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 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 revenue and expenses during

the reporting period Actual results could differ from those estimates

For purposes relating to the statement of cash flows the Company considers all

highly liquid debt instruments purchased with maturity of three months or less to

be cash equivalents The Company also includes money market accounts as

cash equivalents

Concessions are received as compensation for services and are recorded when

orders are placed or reinvestments are recorded Concessions are recorded on

the trade date basis Corresponding expenses are also recorded in the period

they are incurred

The Company is reimbursed by its brokers for license fees and insurance

expenses incurred by the Company on their behalf For the years ended

December 31 2009 and 2008 the Company was reimbursed $386908 and

$376259 respectively for licenses and insurance and these amounts are

included in the Statement of Income

The accompanying notes are an integral part of the financial statements



SCF SECURITIES INC
Notes to Financial Statements

For The Years Ended December 31 2009 and 2008

NOTE GENERAL AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Continued

Current income taxes are provided for estimated taxes payable or refundable

based on tax returns filed on the cash basis of accounting Deferred income

taxes are recognized for the estimated future tax effects attributable to temporary

differences in the basis of assets and liabilities for financial and tax reporting

purposes Measurement of current and deferred tax assets and liabilities are

based on provisions of enacted federal and state tax laws

NOTE INCOME TAXES

As discussed in Note the Company is wholly owned subsidiary of SCF

Holdings Inc and is included in the consolidated income tax returns filed by its

Parent portion of the consolidated income tax liability is allocated to the

Company as if the Company had filed separate income tax returns For the year
ended December 31 2009 the current income tax provision consists of federal

liability of $1410 and state liability of $800 For the year ended December31
2008 the current income tax provision consists of federal liability of $62098
and state liability of $19043

Deferred income taxes arise due to different accounting methods used for

income tax and financial reporting The Company has recorded 100%
valuation allowance since it has determined that it is more likely than not that the

deferred taxes may not be realized

NOTE RELATED PARTY TRANSACTIONS

As of December 31 2009 and December 31 2008 the Company had net

receivables from related parties in the amounts of $24109 and $112479
respectively During the years ended December 31 2009 and December 31
2008 the Company was repaid $88370 and $23579 in connection with these

advances

All lending between the Company and affiliated companies are unsecured non
interest bearing and due on demand

The accompanying notes are an integral part of the financial statements



SCF SECURITIES INC
Notes to Financial Statements

For The Years Ended December 31 2009 and 2008

NOTE COMMITMENTS AND CONTINGENCIES

The Company maintains several bank accounts at financial institutions These

accounts are insured by the Federal Deposit Insurance Corporation FDIC up to

$100000 At December 31 2009 and 2008 the Company had deposits with

financial institutions with uninsured cash balances totaling $353895 and

$336183 respectively The Company has not experienced any losses in such

accounts and management believes it places its cash on deposit with financial

institutions which are financially stable

NOTE NET CAPITAL

The Company is subject to the Securities and Exchange Commission Uniform

Net Capital Rule SEC Rule 5c3-1 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 Net capital and aggregate

indebtedness change day-to-day but on December31 2009 the Companys net

capital of $587657 exceeded the minimum net capital requirement by $582657
and the Companys ratio of aggregate indebtedness $64107 to net capital was

0.111 As of December 31 2008 the Companys net capital of $556203

exceeded the minimum net capital requirement by $546844 and the Companys
ratio of aggregate indebtedness $140319 to net capital was 0.251

The accompanying notes are an integral part of the financial statements



Schedule

SCF SECURITIES INC

Computation of Net Capital Requirements Pursuant to Rule 5c3-1

As of December 31 2009 and 2008

COMPUTATION OF NET CAPITAL
____________

Common Stock

Additional paid-in capital

Retained earnings _______________

LESS NON-ALLOWABLE ASSETS

Prepaid expenses

Receivable from related parties _______________

Total Adjustments _______________

Net Capital

COMPUTATION OF NET CAPITAL REQUIREMENTS

Minimum net capital requirements 6-2/3% of net aggregate
________________

indebtedness

Minimum dollar net capital required

Excess net capital
_______________

COMPUTATION OF AGGREGATE INDEBTEDNESS

Total liabilities from balance sheet
________________

Ration of aggregate indebtedness to net capital
_______________

RECONCILIATION

The following is reconciliation as of December 31 2009 and 2008 of

the above net capital computation with the Companys corresponding

unaudited computation pursuant to Rule 17a-5d4

Net Capital Companys computation

Reconciling items

Prepaid expenses

Income tax provision

Due from affiliates-reclassification

Net Capital

2009

Total Stockholders Equity

2008

560

52600

622715

675875

64109

24109

88218

587657

4276

5000

582657

64107

0.11

560

52600

615522

668682

112479

112479

556203

9359

5000

546844

140319

0.25

606268

50065

556203

630137

64109

2210
23839

587657



Schedule II

SCF SECURITIES INC

Computation for Determination of Reserve Requirements

Pursuant to Rule 15c3-3

As of December 31 2009 and 2008

computation of reserve requirement is not applicable to SCF Securities Inc as the Company
qualified for exemption under Rule 5c3-3 k2i



Schedule Ill

SCF SECURITIES INC
Information Relating to the Possession or Control

Requirements Under Rule 5c3-3

As of December 31 2009 and 2008

Information relating to possession or control requirements is not applicable to SCF Securities

Inc as the Company qualified for exemption under Rule 5c3-3 k2i



La.iir.e
Certified Public Accountants Inc

INDEPENDENT AUDITORS REPORT ON INTERNAL

CONTROL STRUCTURE REQUIRED BY SEC RULE 17a-5

Board of Directors

SCF Securities Inc

Fresno California

In planning and performing our audits of the financial statements and supplemental schedules of

SCF Securities Inc as of and for the years ended December 31 2009 and 2008 in

accordance with auditing standards generally accepted in the United States of America we

considered the Companys internal control over financial reporting internal control as 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

Companys internal control Accordingly we 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 we
have made study of the practices and procedures followed by the Company including

consideration of control activities for safeguarding securities This study included tests of such

practices and procedures that we considered relevant to the objectives stated in rule 7a-5g in

making the periodic computations of aggregate indebtedness or aggregate debits and net

capital under rule 7a-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 we did not review the practices and

procedures followed by the Company in any of the following

Making quarterly securities examinations counts verifications and comparisons

and recordation of differences required by rule 7a-1

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 or 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 paragraph

26691 Plaza Drive Suite 222 Mission Viejo California 92691-6348 Tel 949 367-1935 Fax 949 367-1936

www.lavine-cpas.com



Because of inherent limitations in internal control and the practices and procedures referred to

above errors 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 remote likelihood that

misstatement of the entitys financial statements that 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

Our consideration of the 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 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 and 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 our study we
believe that the Companys practices and procedures as described in the second paragraph of

this report were adequate at December 31 2009 and 2008 to meet the SECs objectives

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

regulatory agencies that rely on rule 7a-5g under the Securities and Exchange Act of 1934 in

their regulation of registered brokers and dealers and is not intended to be and should not be
used for any other than these specified parties

Mission Viejo California

February 17 2010

La\Iine Certified Public Accountants Inc
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December 31 2009 and 2008



SCF SECURITIES INC

Independent Accountants Report
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an Entitys SIPC Assessment Reconciliation

December 31 2009



LaVine
Certified Public Accountants Inc

Independent Accountants Report

Applying Agreed-Upon Procedures Related to

an Entitys SIPC Assessment Reconciliation

To the Board of Directors

SCF Securities Inc

Fresno California

In accordance with Rule 17a-5e4 under the Securities Exchange Act of 1934 we have

performed the procedures enumerated below with respect to the accompanying

Transitional Assessment Reconciliation Form SIPC-7T to the Securities Investor

Protection Corporation SIPC from April 2009 through December 31 2009 which were

agreed to by SCF Securities Inc and the Securities and Exchange CommissionFinancial

Industry Regulatory Authority Inc and SIPC and solely to assist you and the other

specified parties in evaluating SCF Securities Inc compliance with the applicable

instructions of the Transitional Assessment Reconciliation Form SIPC-7T

SCF Securities Inc management is responsible for the SCF Securities Inc compliance

with those requirements This agreed-upon procedures engagement was conducted in

accordance with attestation standards established by the American Institute of Certified

Public Accountants The sufficiency of these procedures is solely the responsibility of those

parties specified in this report Consequently we make no representation regarding the

sufficiency of the procedures described below either for the purpose for which this report

has been requested or for any other purpose The procedures we performed and our

findings are as follows

Compared the listed assessment payments in Form SIPC-7T with respective cash

disbursement records entries General Ledger noting no differences

Compared the amounts reported on the audited Form X-17A-5 for the year ended

December 31 2009 as applicable with the amounts reported in Form SIPC-7T from

April 2009 through December 31 2009

Findings

We noted total revenue and deductions originaIly were reported on SIPC-7T for the

period October through December 2009 SCF Securities Inc revised its SIPC-7T to

include revenue and deductions from April through December 2009 and our

remaining procedures were performed without exception

26691 Plaza Drive Suite 222 Mission Viejo California 92691-6348 Tel 949 367-1935 Fax 949 367-1936
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Compared any adjustments reported in Form SIPC-7T with supporting schedules

and working papers noting no differences

Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7T

noting no differences and

Compared the amount of any overpayment applied to the current assessment with

the Form SIPC-7T on which it was originally computed noting no differences

We were not engaged to and did not conduct an examination the objective of which would

be the expression of an opinion on compliance Accordingly we do not express such an

opinion Had we performed additional procedures other matters might have come to our

attention that would have been reported to you

This report is intended solely for the information and use of the specified parties listed

above and is not intended to be and should not be used by anyone other than these

specified parties

February 24 2010

Mission Viejo California

a\Tine .q Certified Public Accountants Inc
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