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WEAVER MARTIN

Board of Directors

Newport Coast Securities Inc

Irvine California

Report of Independent Registered Public Accounting Firm

We have audited the accompanying statement of financial condition of Newport Coast

Securities Inc the Company as of December 31 2009 and related statements of

operations cash flows and stockholders equity for the year then ended These financial

statements are being filed pursuant to Rule 7a-5 of the Securities Exchange Act of

934.These financial statements are the responsibility of the Companys management
Our responsibility is to express an opinion on these financial statements based on our

audit

We conducted our audit in accordance with auditing standards generally accepted in the

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

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

misstatement An audit includes consideration of internal control over financial reporting

as basis for designing audit procedures that are appropriate in the circumstances but not

fo the purpose of expressing an opinion on the effectiveness of the Companys internal

control over financial reporting Accordingly we express no such opinion An audit

includes examining on test basis evidence supporting the amounts and disclosures in

the financial statements assessing the accounting principles used and significant

estimates made by management as well as evaluating the overall financial statement

presentation We believe that our audit provides reasonable basis for our opinion

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

respects the financial position of Newport Coast Securities Inc as of December 31
2C 09 and the results of its operations cash flows and stockholders equity for the year

then ended in conformity with accounting principles generally accepted in the United

States of America

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

statements taken as whole The information contained in schedule is presented for

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

but is supplementary information required by Rule 7a-5 under the Securities Exchange
Act of 1934 This schedule is the responsibility of the Companys management Such

information has been subjected to the auditing procedures applied to 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 whole

Weaver Martin

Kansas City Missouri

February 26 2010 Certified Public Accountants Consultants

411 Valentine Suite 300

Kansas City Missouri 64111

Phone 816 756-5525

Fax 816 756-2252



NEWPORT COAST SECURITIES INC

STATEMENT OF FINANCIAL CONDITION
December 31 2009

ASSETS

Currnt assets

Cash and equivalents unrestricted 614239

Cash and equivalents restricted clearing broker deposits 311670

Commissions receivable 683411

Investments at market

Securities 482027

Contract Advance 154445

Due from affiliates 10797

Prepaid expenses 117850

Total current assets 2374439

Fixed assets

Furniture fixtures and equipment net of

accumulated depreciation of $102373 35124

Other assets

Deposits 36471

Total other assets 36471

Total assets 2446034

LIABILITIES AND STOCKHOLDERS EQUITY
Liabitities

Current liabilities

Accounts payable 133892

Accrued expenses 713400

Accrued legal reserve 347500

Dueto affiliates 595612

Total current liabilities 1790404

StocKholders Equity

Common stock $10 par value 1000 shares authorized

115 shares issued and outstanding as

cit December31 2009 1150
Additional paid in capital 1164314
Retained earnings 331190

Accumulated other comprehensive loss 841024
Total stockholders equity 655630

Total liabilities and stockholders equity 2446034

The accompanying notes are an integral part of these financial statements



Revenue

NEWPORT COAST SECURITIES INC.
STATEMENT OF OPERATIONS

FOR THE YEAR ENDED DECEMBER 31 2009

Commissions

Investment banking fees

Se ling concessions

Insurance

Mutual funds

Dividend income

Interest income

Managed fee accounts

Tr.ding gains

Clearing charges

Other income

Total revenue

Direct expenses

Commission expense

Clearing charges

Data and quote services

Filing fees

Total direct costs

6998826

2435941

923740

630034
212

7738

265767

230491

249463

193207

11935419

8371847

711803

256982
15728

46 360

Gross profit

Operatirg expenses

Net Income before provision for income tax

Provision for income tax

Net Income

Other Comprehensive income loss
Unrealized loss on securities

Net Comprehensive Loss

2579059

1800020

779039

779039

896763

117724

The accompanying notes are an integral part of these financial statements



NEWPORT COAST SECURITIES INC
STATEMENT OF STOCKHOLDERS EQUITY

FOR THE YEAR ENDED DECEMBER 31 2009

Additional Other Total

Common Stock Paid-In Comprehensive Retained Stockholders

Share Amount Capital Income Earnings Equity

Balance

December 312008 115 1150 1164314 55739 447849 773354

Other comprehensive

income loss 896763 896763

Net Income 779039 779039

Balance

December3l2009 115 1150 1164314 841024 331190 655630

The accompanying notes are an integral part of these financial statements



NEWPORT COAST SECURITIES INC

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31 2009

Cash flows from operating activities

Net Income 779039

Adjustments to reconcile net income to

net cash provided by operating activities

Depreciation 15851

Changes in operating assets and liabilities

Accounts receivable 240849
Advances 154445
Prepaid expenses 84731
Other assets 2083

Accounts payable 64993
Accrued legal reserve 347500
Accrued expenses 303407

Net cash provided by operating activities 1032848

Cash flows from investing activities

Purchase of fixed assets 6398
Purchase of investments net 717196
Payments on notes receivable 277197

Net cash used in investing activities 446397

Cash flows from financing activities

Payments on capital lease 12223
Net cash used in financing activities 12223

Net increase in cash 574228

Cash beginning 351681

Cash ending 925909

Supplemental disclosures

Interest paid 15924

Income taxes paid 800

The accompanying notes are an integral part of these financial statements



NEWPORT COAST SECURITIES INC
STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED TO

CLAIMS OF GENERAL CREDITORS
FOR THE YEAR ENDED DECEMBER 31 2009

There were no liabilities subordinated to the claims of creditors at the beginning of end of

or at any time during the year ended December 31 2009



NEWPORT COAST SECURITIES INC
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2009

Note Nature of Business

Newport Coast Securities Inc formerly Grant Bettingen Inc was incorporated
in the State of California on March 1980 and is registered with the Securities

arid Exchange Commission SEC and member of the Financial Industry

Regulatory Authority FINRA All the common stock of the Company is owned

by Rubicon Financial Incorporated the Parent On September 30 2009 the

Company changed its name from Grant Bettingen Inc to Newport Coast

Securities Inc

Note 2Summary of Accounting Policies

Use of estimates

The preparation of financial statements in conformity with generally accepted

accounting principles 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 but management does not believe such

differences will materially affect the Companys financial position results of

operations or cash flows

Fair value of financial instruments

At December 31 2009 our financial instruments consist of cash accounts
receivable and accounts payable Interest rates currently available to us for long-

term debt with similar terms and remaining maturities are used to estimate fair

value of such financial instruments Accordingly since interest rates on

substantially all of our debt are variable market based rates the carrying

amounts are reasonable estimate of fair value

venue recognition

The Company recognizes commissions from its broker services based on
settlement date basis Fees billed and collected before services are performed
are included in deferred revenue Expenses are recorded when the obligation is

incurred

Qsh and cash eQuivalents

The Company maintains cash balances in interest and non-interest-bearing

accounts For the purpose of the statements of cash flows all highly liquid

investments with an original maturity of three months or less are considered to be
cash equivalents



Available-for-sale securities

The Company classifies its marketable equity securities as available-for-sale and
carries them at fair market value with the unrealized gains and losses included in

the determination of comprehensive income and reported in stockholders equity

Property and Equipment

Property and equipment is stated at cost and is depreciated over estimated

useful lives using primarily the straight line method for financial reporting

purposes Major renewals and betterments are capitalized and maintenance
and repairs which do not improve or extend the lives of the respective assets are

charged against earnings in the period in which they are incurred Useful lives

range from three to five years We evaluate equipment at least annually for

impairment No such impairment was needed during the year ended December

31 2009

Recent issued accounting Standards

On July 2009 FASB issued SEAS No 168 The FASB Accounting Standards
Codification and the Hierarchy of Generally Accepted Accounting Principles
also known as FASB Accounting Standards Codification ASC 105 Generally
Accepted Accounting Principles ASC 105 the Codification ASC 105

establishes the exclusive authoritative reference for U.S GAAP for use in

financial statements except for SEC rules and interpretive releases which are
also authoritative GAAP for SEC registrants The Codification will supersede all

existing non-SEC accounting and reporting standards Management has

determined that adoption of this pronouncement has not material impact on the

financial statements

The FASB issued ASC subtopic 855-10 formerly SFAS 165 Subsequent
Events incorporating guidance on subsequent events into authoritative

accounting literature and clarifying the time following the balance sheet date
which management reviewed for events and transactions that may require

disclosure in the financial statements The Company adopted this standard
effective the second quarter of 2009 The standard increased our disclosure by

requiring disclosure reviewing subsequent events ASC 855-10 is included in the

Subsequent Events accounting guidance

In April 2009 the FASB issued ASC subtopic 820-10 formerly Staff Position

No FAS 157-4 Determining Fair Value When Volume and Level of Activity for

the Asset or Liability Have Significantly Decreased and Identifying Transactions
That Are Not Orderly ASC 820-10 provides guidance on how to determine the

fair value of assets and liabilities when the volume and level of activity for the

asset/liability has significantly decreased FSP 157-4 also provides guidance on

identifying circumstances that indicate transaction is not orderly In addition
FSP 157-4 requires disclosure in interim and annual periods of the inputs and

valuation techniques used to measure fair value and discussion of changes in

valuation techniques The Company evaluated the effect of the adoption of

10



FSP 157-4 and determined that it did not have material impact on its results of

operations and financial position

In July 2006 the FASB issued ASC subtopic 740-10 formerly Interpretation No
FIN 48 Accounting for Uncertainty in Income Taxes ASC 740-10 sets forth

recognition threshold and valuation method to recognize and measure an

income tax position taken or expected to be taken in tax return The

evaluation is based on two-step approach The first step requires an entity to

evaluate whether the tax position would more likely than not based upon its

technical merits be sustained upon examination by the appropriate taxing

authority The second step requires the tax position to be measured at the largest

amount of tax benefit that is greater than 50 percent likely of being realized upon
ultimate settlement In addition previously recognized benefits from tax positions

that no longer meet the new criteria would no longer be recognized The

application of this Interpretation will be considered change in accounting

principle with the cumulative effect of the change recorded to the opening

balance of retained earnings in the period of adoption Adoption of this new
standard did not have material impact on our financial position results of

operations or cash flows

In April 2008 the FASB issued ASC 815-40 formerly Emerging Issues Task

Force EITF 07-05 Determining whether an Instrument or Embedded

Feature Is indexed to an Entitys Own Stock ASC8I 5-40 applies to any

freestanding financial instruments or embedded features that have the

characteristics of derivative and to any freestanding financial instruments that

are potentially settled in an entitys own common stock ASC 815-40 is effective

for financial statements issued for fiscal years beginning after December 15
2008 The adoption of this pronouncement did not have material impact on its

financial position results of operations or cash flows

In June 2009 the FASB issued ASC 105 Accounting Standards Codification TM
and the Hierarchy of Generally Accepted Accounting Principles The FASB

Accounting Standards Codification TM the Codification has become the

source of authoritative accounting principles recognized by the FASB to be

applied by nongovernmental entities in the preparation of financial statements in

accordance with Generally Accepted Accounting Principles GAAP All existing

accounting standard documents are superseded by the Codification and any

accounting literature not included in the Codification will not be authoritative

Rules and interpretive releases of the SEC issued under the authority of federal

securities laws however will continue to be the source of authoritative generally

accepted accounting principles for SEC registrants Effective September 30
2009 all references made to GAAP in our consolidated financial statements will

include references to the new Codification The Codification does not change or

alter existing GAAP and therefore did not have an impact on our financial

position results of operations or cash flows

11



In June 2009 the FASB issued changes to the consolidation guidance applicable

to variable interest entity VIE FASB ASC Topic 810 Consolidation amends

the guidance governing the determination of whether an enterprise is the primary

beneficiary of VIE and is therefore required to consolidate an entity by

requiring qualitative analysis rather than quantitative analysis The qualitative

analysis will include among other things consideration of who has the power to

direct the activities of the entity that most significantly impact the entitys

economic performance and who has the obligation to absorb losses or the right

to receive benefits of the VIE that could potentially be significant to the VIE This

standard also requires continuous reassessments of whether an enterprise is the

primary beneficiary of VIE FASB ASC 810 also requires enhanced disclosures

about an enterprises involvement with VIE Topic 810 is effective as of the

beginning of interim and annual reporting periods that begin after November 15
2009 This will not have an impact on the Companys financial position results of

operations or cash flows

In June 2009 the FASB issued Financial Accounting Standards Codification No
860 Transfers and Servicing FASB ASC No 860 improves the relevance

representational faithfulness and comparability of the information that reporting

entity provides in its financial statements about transfer of financial assets the

effects of transfer on its financial position financial performance and cash

flows and transferors continuing involvement if any in transferred financial

assets FASB ASC No 860 is effective as of the beginning of each reporting

entitys first annual reporting period that begins after November 15 2009 for

interim periods within that first annual reporting period and for interim and annual

reporting periods thereafter This will not have an impact on the Companys
financial position results of operations or cash flows

In November 2008 the Securities and Exchange Commission SEC issued for

comment proposed roadmap regarding potential use of financial statements

prepared in accordance with International Financial Reporting Standards IFRS
as issued by the International Accounting Standards Board Under the proposed

roadmap the Company would be required to prepare financial statements in

accordance with IFRS in fiscal year 2014 including comparative information also

prepared under IFRS for fiscal 2013 and 2012 The Company is currently

assessing the potential impact of IFRS on its financial statements and will

continue to follow the proposed roadmap for future developments

Note Net capital reciuirement

The Company is subject to the Securities and Exchange Commission Uniform

Net Capital Rule SEC Rule 15c3-1 which requires the maintenance of

minimum net capital as defined equal to the greater of $100000 or 2/3% of

aggregate debt balances as defined in the SECs Reserve Requirement Rule

Rule 15c3-3 At December 31 2009 the Company had net capital of $445145
and was $345145 in excess of its required net capital of $100000

12



Note Cash and equivalents restricted clearing broker deposits

The Company has entered into securities clearing agreements with Penson

Financial Services inc and Wedbush Morgan Securities Inc Pursuant to these

agreements the Company is required to maintain deposit account with each

respective clearing firm in amounts determined based on the Companys
transaction volume As of December 31 2009 the Company maintained deposits

of $250405 and $61265 respectively

Note Commissions receivable

Amounts receivable from clearing organizations and others at December 31
2009 consisted of the following

Penson Financial Services 567084
Wed bush Morgan Securities 116327

683411

Note Income taxes

The Company follows ASC subtopic 740-10 formerly Statement of Financial

Accounting Standard No 109 Accounting for Income Taxes for recording the

provision for income taxes ASC 740-10 requires the use of the asset and

liability method of accounting for income taxes Under the asset and liability

method deferred tax assets and liabilities are computed based upon the

difference between the financial statement and income tax basis of assets and

liabilities using the enacted marginal tax rate applicable when the related asset or

tiability is expected to be realized or settled Deferred income tax expenses or

benefits are based on the changes in the asset or liability each period If

available evidence suggests that it is more likely than not that some portion or all

of the deferred tax assets will not be realized valuation allowance is required to

reduce the deferred tax assets to the amount that is more likely than not to be

realized Future changes in such valuation allowance are included in the

provision for deferred income taxes in the period of change

Deferred income taxes may arise from temporary differences resulting from

income and expense items reported for financial accounting and tax purposes in

different periods Deferred taxes are classified as current or non-current

depending on the classification of assets and liabilities to which they relate

Deferred taxes arising from temporary differences that are riot related to an asset

or liability are classified as current or non-current depending on the periods in

which the temporary differences are expected to reverse

The Company is included in the consolidated federal and state tax returns filed

by Rubicon Financial Incorporated its parent company As of December 31

2009 there is net operating loss carryforward of approximately $9950000 to

offset any current and future income

13



The provision for income taxes consists of the following

2009

Current tax 260000

Change in valuation allowance 260000

Reconciliation between income taxes at the statutory tax rate and the actual

income tax provision for continuing operations follows

Statutory tax rate 34%

Change in Valuation allowance 34%
Income tax provision -%

Note Capital lease obligation

As of December 31 2009 the Company has no equipment lease obligations

Note Commitments and contingencies

As of December 31 2009 the Company leased office space under long-term

lease agreement expiring in January of 2010 The amount due for January 2010

was $8690 During January 2010 the Company moved its offices to another

location as noted below

On October 21 2009 the Company entered into long-term lease agreement

commencing January 2010 and ending on June 30 2015 The annual lease

payments due pursuant to this agreement are as follows

Year Ending

December 31 Amount

2010 125880
2011 188820
2012 193016
2013 199310
2014 205604
2015 104900
Total 1017530

As of December 31 2009 the Company is party to three litigation events and

has accrued legal reserve of $347500 Management feels it is highly unlikely

that any expense associated with the current litigation would exceed the amount

accrued

14



Note Related Party Transactions

As of December 31 2009 the Company has an amount due from an affiliate of

$10797 and an amount due to its parent company of $595612 These amounts

do not bear interest

Note 10 Stockholders equity

As of December 31 2009 the Company has 115 shares of its $10 par value

common stock issued and outstanding All 115 shares are owned by Rubicon

Financial Incorporated There are 1000 shares authorized

As of December 31 2009 there are no outstanding options or warrants

Note 11 Investments at market

The Company classifies its marketable equity securities as available-for-sale and

carries them at fair market value with the unrealized gains and losses included in

the determination of comprehensive income and reported in stockholders equity

As of December 31 2009 the Company held securities with an aggregate cost of

$1323051 and fair market value based on published prices of $482027
The accumulated unrealized loss on these securities is $841024 as of

December 31 2009 and is shown as accumulated other comprehensive loss on

these financial statements The unrealized loss on securities during the year
ended December 31 2009 was $896763 and is shown as other comprehensive
loss on these financial statements

Note 12 Computation of determination of reserve requirements Rule
5c3-3

computation of reserve requirements is not applicable to the Company as the

Company qualifies for an exemption under Rule 15c3-3k2ii All customer

transactions are cleared through another broker-dealer on fully disclosed basis

Note 13 Information relating to possession or control requirements Rule
5c3-3

Inlormation relating to possession or control requirements is not applicable to the

Company as the Company qualifies for exemption under Rule 15c3-3k2ii All

customer transactions are cleared through another broker-dealer on fully

disclosed basis

Note 14 Subsequent events

The Company has evaluated all subsequent events through February 26 2010
the date the financial statements were issued and determined that there are no

subsequent events to record or disclose

15
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Exchange Act of 1934



NEWPORT COAST SECURITIES INC

SCHEDULE SCHEDULE OF OPERATING EXPENSES

FOR THE YEAR ENDED DECEMBER 31 2009

General and administrative expenses

Automobile expense 15265

Bank fees 4196

Dues and subscriptions 9064

Licenses and permits 8594

Meals entertainment 1621

Office expense 81200

Postage and delivery 30586

Printing and reproduction 18856

Professional development 4888

Rent 243001

Repairs and maintenance 2465

Telephone expense 45192

Utilities 3446

Other expenses 14125

Total general and administrative expenses 482499

Consulting fees 3500

Depreciation expense 15851

Payroll and related expenses 688983

Professional fees 423650

Outside Services and other 185537

Total expenses 1800020

17



NEWPORT COAST SECURITIES INC

SCHEDULE COMPUTATION OF NET CAPITAL UNDER RULE 15C3-1 OF
THE SECURITIES EXCHANGE COMMISSION

December 31 2009

Net Capital

Total stockholders equity 655630

Additions and/or allowable credits

Contingent legal reserves 300000

Deductions and/or charges

Non-allowable assets

Property plant and equipment net 35124
Due from affiliate 10797
Securities not readily marketable 53679
Prepaid expenses and deposits 154321
Contract Advance 154445

Net capital before haircuts on securities positions 547264

Haircuts on securities

Stocks 102119
Total haircuts on securities 102119

Net capital 445145

Computation of Alternative Net Capital Requirement
Minimum dollar net capital requirement of reporting broker-dealer 100000

6-2/3% of net aggregate indebtedness 56486

Net capital requirement greater of above amounts 100000

Excess net capital 345145

Excess net capital at 1000% 325145

Computation of aggregate indebtedness

Total A.l liabilities 847292

Percentage of aggregate indebtedness to net capital 190.34%

18



NEWPORT COAST SECURITIES INC

SCHEDULE III COMPUTATION OF DETERMINATION OF RESERVE REQUIREMENTS

AND INFORMATION RELATING TO POSSESSION OR CONTROL REQUIREMENTS UNDER
RULE 15c3-3 OF THE SECURITIES AND EXCHANGE COMMISSiON

December 31 2009

The Company did not make computation for determining the reserve requirement or

supply information relating to the possession or control requirements pursuant to Rule

15c3-3 as they are exempt pursuant to subparagraph k1 of Rule 15c3-3
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Independent Auditors Report on Internal

Accounting Control Required by SEC Rule 17a-5



WEAVER MARTIN

Board of Directors

Newport Coast Securities Inc

Irvine California

Report of Independent Registered Public Accounting Firm

On Internal Control Structure Required by SEC Rule 7a5

In planning and performing our audit of the financial statements and supplemental

schedules of Newport Coast Securities Inc the Company for the year ended December

31 2009 We considered its internal control environment including control activities for

safeguarding securities in order to determine our auditing procedures for the purpose of

expressing an opinion on the financial statements and not to provide assurance on internal

controls

Also as required by Rule 17a-5gl of the Securities Exchange Commission SEC
we have made study of the practices and procedures followed by the Company

including tests of such practices and procedures that we considered relevant to the

objectives stated in Rule 17a-5g in making the periodic computations of aggregate

indebtedness and net capital under 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

Make quarterly examinations counts verifications and comparisons

Recordation of differences required by Rule 7a- 13

Complying with 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

Certified Public Accountants Consultants

411 Valentine Suite 300

KansasCityMissouri 64111

Phone 816 756-5525

Fax 816 756-2252



Due to the inherent limitations in internal control or the practice and procedures referred

to above error or fraud may occur and not be detected Further projection of any
evaluation of internal control to future periods is subject to the risk that they may become

inadequate as result of changes in conditions or that the effectiveness of their design

and operation may deteriorate

Our consideration of internal control may not disclose all matters in internal control that

might be material weakness under standards established by the American Institute of

Certified Public Accountants material weakness is condition in which the design or

operation of specific control does not mitigate the risk of error or fraud in amounts that

would be considered material to the financial reporting of the Company We have not

identified any material weaknesses during our audit procedures including control

activities for safeguarding securities

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

purpose 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 our study we believe that the Companys practices and procedures were adequate on

December31 2009 thereby fulfilling the SECs objectives

This report is intended solely for the information and use of the Board of Directors

management the SEC F1NRA and other regulatory agencies that rely on Rule 7a-5g
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 for anyone other than those

intended

u-c-

Weaver and Martin

Kansas City Missouri

February 26 2010
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