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The Pinnacle at Jackson Place
190 E. Capitol Street, Suite 500
_ . Jackson, MS 39201-2190
CPAs & Advisors : 601.948.6700 Fax 601.948.6000 www.bkd.com

Independent Accountants’ Report on
Financial Statements and Supplementary Information

Board of Directors
Ballew Investments, Inc.
Jackson, Mississippi

We have audited the accompanying statements of financial condition of Ballew Investments, Inc.
(a wholly-owned subsidiary of Security Ballew, Inc.) as of December 31, 2009 and 2008, and the
related statements of income, changes in stockholder’s equity and cash flows for the years 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. 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 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. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Ballew Investments, Inc. as of December 31, 2009 and 2008, and the
results of its operations and its cash flows for the years 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 a whole. The information contained in Schedules I and II 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 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 a whole.
EKD, cof

Jackson, Mississippi
February 4, 2010
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Ballew Investments, Inc.
Statements of Financial Condition

December 31, 2009 and 2008

Assets
Cash
Deposit with clearing broker
Due from affiliate
Commissions receivable

Liabilities and Stockholders' Equity
Liabilities
Accounts payable and accrued expenses
Due to affiliate

Stockholder's Equity
Common Stock, $.01 par value:
Authorized - 1,000,000 shares
Issued and outstanding - 10,000 shares
Additional paid-in capital
Retained earnings

See Notes to Financial Statements

2009 2008
$ 66,218 42,318
25,000 25,000
- 6,116
14 341
$ 91,232 73,775
$ 5,952 3,760
11,024 .
16,976 3,760
100 100
59,900 59,900
14,256 10,015
74,256 70,015
$ 91,232 73,775




Ballew Investments, Inc.

Statements of Income

Years Ended December 31, 2009 and 2008

Revenues
Commission and fee income
Interest income

Expenses

Commissions

General and administrative
Income From Operations
Other Income

Income Before Income Taxes

Income Tax Expense

Net Income

See Notes to Financial Statements

2009 2008
653,515 $ 679,311
489 1,085
654,004 680,396
23,174 31,956
. 281,569 342,871
304,743 374,827
349,261 305,569
4 432
349,265 306,001
130,024 112,222
219,241 $§ 193,779




Ballew Investments, Inc.

Statements of Changes in Stockholder’s Equity
Years Ended December 31, 2009 and 2008

Balance at January 1, 2008
Net inpome - 2008 |
Dividends paid - 2008

Balance at Decembér 31, 2008
Net income - 2009

Dividends paid - 2009

Balance at December 31, 2009

See Notes to Financial Statements

Additional

Retained Total
Common Paid-in Earnings.  Stockholder's
Stock Capital (Deficit) Equity
$ | 100 $ 59,900 $ (18,764) $ 41,236
- - 193,779 193,779
- - (165,000) (165,000)
100 59,900 10,015 70,015
- - 219,241 219,241
- - (215,000) (215,000)
$ 100 $ 59,900 $ 14,256 $ . 74,256
4



Ballew Investments, Inc.

Statements of Cash Flows

Years Ended December 31, 2009 and 2008

2009 2008
Operating Activities
Net income $ 219,241 193,779
Changes in :
Due from affiliate 6,116 (6,116)
Commissions receivable 327 (333)
Accounts payable and accrued expenses 2,192 233
Due to affiliate 11,024 (73,120)
Net cash provided by operating activities 238,900 114,443
Financing Activities
Dividends paid (215,000) (165,000)
Net cash used in financing activities (215,000) (165,000)
Increa\se (Decrease) in Cash 23,900 (50,557)
Cash, Beginning of Year 42,318 92,875
Cash, End of Year $ 66,218 42,318
Supplemental Cash Flows Information » ‘
~ Income taxes paid $ 119,000 183,120

See Notes to Financial Statements



Ballew Investments, Inc.
Notes to Financial Statements
December 31, 2009 and 2008

Note 1:  Nature of Operations and Summary of Significant Accounting Policies

‘Nature of Operations

Ballew Investments, Inc. (the Company) is a broker-dealer registered with the Securities and
Exchange Commission (SEC) and is a member of the Financial Industry Regulatory Authority
(FINRA). The Company is located in Jackson, Mississippi and engages primarily in the business
of selling variable life insurance and annuity products, mutual funds and securities traded on
various exchanges. The Company has clients throughout the United States, the majority of which
are located in the South and Southeast.

The Company is a wholly-owned subsidiary of Security Ballew, Inc. (Security Ballew). SB
Holding Company, Inc. (SB Holding), a Mississippi Corporation, owns 100% of Security Ballew.
The Company and SB Holding are under common management.

Recognition of Commission and Fee Income

Commission income on variable life insurance and annuity products is recognized as revenues
when due from the policy issuer. Commission income on securities transactions is recognized on
the trade date.

Subordinated Borrowings

The Company had no borrowings under subordination agreements at December 31, 2009 or 2008.

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 revenues and expenses during the reporting
period. Actual results could differ from those estimates.

Cash

The financial institution holding the Company's cash accounts is participating in the FDIC's
Transaction Account Guarantee Program. Under that program, through June 30, 2010, all
noninterest-bearing transaction accounts are fully guaranteed by the FDIC for the entire amount in
the account.

Effective October 3, 2008, the FDIC's insurance limits increased to $250,000. The increase in
federally insured limits is currently set to expire December 31, 2013. At December 31, 2009, the
Company's interest-bearing cash account does not exceed the federally insured limits.



Ballew Investments, Inc.
Notes to Financial Statements
December 31, 2009 and 2008

Subsequent Events

Subsequent events have been evaluated through February 4, 2010, which is the date the financial
statements were available to be issued.

Note 2: Net Capital Requirement

The Company is subject to the SEC Uniform Net Capital Rule (SEC Rule 15¢3-1), 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. Net capital and aggregate indebtedness
change from day to day. At December 31, 2009 and 2008, the Company’s aggregate indebtedness
to net capital was 0.229 to 1 and 0.059 to 1, respectively.

The net capital requirement at December 31, 2009 and 2008, follows:

2009 2008
Minimum net capital required - greater of $5,000,
or 6.67% of aggregate indebtedness $ 5,000 $ 5,000
Net capital computed using regulatory agency
requirements $ 74,256 $ . 63,900
Excess net capital $ 69,256 $ 58,900

Note 3: Income Taxes

The Company, for income tax purposes, is included in the consolidated tax return of its affiliated
group. For financial statement purposes, the Company computes its income tax by applying the
statutory rate to its pretax income reported in the financial statements (separate return method).

The parent company is no longer subjéct to U.S. federal and state income tax examinations by tax
authorities for years before 2006.



Ballew Investments, Inc.
Notes to Financial Statements
December 31, 2009 and 2008

The provision for income taxes, which, at December 31, 2009, was recorded as a payable to the
affiliate, consists of the following:

2009 2008
- Federal ' $ 112,711 $ 96,682
-State ' 17,313 15,540

$ 130,024 $ 112,222

Note 4: Related-party Transactions

As discussed in Note 1, the Company is a wholly-owned subsidiary of Security Ballew. The
Company operates in consort with Security Ballew and other subsidiaries of Security Ballew to
provide a wide range of financial services to its customers. As a result, certain services and
expenses are shared among members of the group.

Management and certain administrative services were provided by Security Ballew’s officers and
employees, and the costs of certain employee benefits and office space were also absorbed by
Security Ballew. Security Ballew allocates and Ballew Investments, Inc. records these expenses in
amounts determined according to a reasonable allocation, applied on a consistent basis. For the
years ended December 31, 2009 and 2008, these costs, totaling $158,400 and $214,099,
respectively, were charged to the Company based on this allocation method.

The Company has an intercompany payable of $11,024 and an intercompany receivable of $6,116
relating to income taxes and management fees as of December 31, 2009 and 2008, respectively.

Related-party accounts are settled regularly.

The amount of dividends is determined by managemeht of Security Ballew, who has the ability to
affect the results of operations of the Company. Consequently, the results of the Company’s
operations may not necessarily be indicative of its operations as a stand-alone company.



Ballew Investments, Inc.
Schedule | - Computation of Net Capital Requirement
Under SEC Rule 15¢3-1
December 31, 2009 and 2008

2009 2008
Net Capital
Total stockholder's equity from statements of
financial condition $ 74,256 70,015
Deduction for nonallowable assets - ‘ ‘
Nonallowable v - (6,115)
Net capital $ 74,256 63,900
Aggregate Indebtedness
Total aggregate indebtedness from statements of
financial condition $ 16,976 3,760
Computation of Basic Net Capital Requirement
Minimum net capital required - greater of $5,000,
or 6.67% of aggregate indebtedness $ 5,000 5,000
Excess Net Capital $ 69,256 58,900
Ratio: Aggregate Indebtedness to Net Capital : 0.229t0 1 ‘ 0.059t0 1

No material differences exist between the above net capital calculation and the corresponding
information included in the Company’s unaudited X-17A-5 Part II filing as of December 31, 2009.

Therefore, no reconciliation of the two computations is deemed necessary.



Ballew Investments, Inc.

Schedule Il - Computation for the Determination
of the Reserve Requirements Under SEC Rule 15¢3-3
and Information Relating to Possession or Control

Requirements Under SEC Rule 15¢3-3

Years Ended December 31, 2009 and 2008

Exemption Under Section (k)(2)(ii) Has Been Claimed

The Company is not required to file the above schedules, as it has claimed exemption from Securities and
Exchange Commission Rule 15¢3-3 under Paragraph (k)(2)(ii) of the rule, as the broker-dealer is an
introducing broker-dealer who clears all transactions on a fully-disclosed basis through a clearing broker-
dealer and promptly transmits all customer funds and securities to the clearing firm which carries all the

~ customer accounts and maintains the appropriate books and records.

10



The Pinnacle at Jackson Place
190 E. Capitol Street, Suite 500

Jackson, MS 39201-2190
CPAs & Advisors 601.948.6700 Fax601.948.6000 www.bkd.com

Independent Accountants’ Report on Internal-
Accounting Required by SEC Rule 17a-5

Board of Directors
Ballew Investments, Inc.
Jackson, Mississippi

In planning and performing our audit of the financial statements of Ballew Investments, Inc. (the
Company) as of and for the years ended December 31, 2009, 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 (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 such practices and procedures that we
considered relevant to the objectives stated in Rule 17a-5(g) in making the periodic computations of
aggregate indebtedness (or aggregate debits) and net capital under Rule 17a-3(a)(11) and for 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 quarterly securities examinations, counts, verifications and comparisons and
recordation of differences required by Rule 17a-13.

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.

,*. 'v.
* .
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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.

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 deficiency, or a combination of
deficiencies, in internal control that is less severe than a material weakness, yet important enough to
merit attention by those charged with governance.

A material weakness is a deficiency, or combination of deficiencies, in internal control, such that there is
a reasonable possibility that a material misstatement of the company’s financial statements will not be
prevented or detected and corrected on a timely basis.

Our consideration of internal control was for the limited purpose described in the first and second
paragraphs and would not necessarily identify all deficiencies in internal control that might be material
weaknesses. 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,
as described in the second paragraph of this report, were adequate at December 31, 2009, to meet the

SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors, management, the
SEC, 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 then these specified parties.
R4
KD ey

Jackson, Mississippi
February 4, 2010
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The Pinnacle at Jackson Place
190 E. Capitol Street, Suite 500
. Jackson, MS 39201-2190

CPAs & Advisors 601.948.6700 Fax 601.948.6000 www.bkd.com

Independent Accountants' Report on Applying Agreed-upon Procedures
Related to an Entity's SIPC Assessment Reconciliation

Board of Directors
‘Ballew Investments, Inc.
Jackson, Mississippi

In accordance with Rule 17a-5(e)(4) under the Securities Exchange Act of 1934, we have performed the
procedures enumerated below with respect to the accompanying Schedule of Assessment and Payments
[Transitional Assessment Reconciliation (Form SIPC-7T)] to the Securities Investor Protection
Corporation (SIPC) for the period from April 1, 2009 through December 31, 2009, which were agreed to
by Ballew Investments, Inc. and the Securities and Exchange Commission, Financial Industry Regulatory
Authority and SIPC, solely to assist you and the other specified parties in evaluating Ballew Investments,
Inc.’s compliance with the applicable instructions of the Transitional Assessment Reconciliation (Form
SIPC-7T). Ballew Investments, Inc.’s management is responsible for Ballew Investment, Inc.’s
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:

1. Compared the listed assessment payments in Form SIPC-7T with respective cash disbursement
records entries in the general ledger, noting no differences;

2. Compared the total revenue amounts of the audited Form X-17A-5 for the year ended
December 31, 2009, less revenues reported on the FOCUS reports for the period from January 1,
2009 through March 31, 2009, as applicable, with the amounts reported in Form SIPC-7T for the
period from Aprll L, 2009 through December 31, 2009, notmg no differences;

| 3. Noted no adjustments to be reported in Form SIPC T;

4. . Proved the arithmetical accuracy of the calculations reflected i in Form SIPC-?T and in the listing
- of assessment payments noting no mater1a1 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 soleiy,fbr the information and use of the specified partiés listed above and is not
intended to be and should not be used by anyone other than these specified parties.

BKD,cep

Jackson, Mississippi
January 22, 2010

ca¢

Prax:ty

MEMBER »
GLOBAL ALLIANCE OF
INDEPENDERT FIRMS

experience |



SECURITIES INVESTOR FROTECTION CORPORATION
805 15th St. N.W. Suite 800, Washington, D.C. 20005-221(5
202-371-8300
Transitionzl Assessment Reconciliation

SIPG-7T

{29-REV 12/09)

SIPG-TT

(28-REV 12/08)

(Read carefully the instructions in your Working Copy before completing ihls Form)

WORKING Copy

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS
1. Name of Member, address, Designated Examining Authority, 1834 Act registratlon no. and month in which fiscal year ends for
y
purposes of the audit requirement of SEC Rule 17a-5: :
f Qqs‘ ebo _Ef“\éﬁﬁ- (Y I Note: If any of the informalion shown on the maillng label
i . =¥ [2 requires correction, please e-mail any corrsctions to
gol{end ?;NV@{MM*J,M I=*3 form@sipc.org and so Indicate on the form filed.
- A3 ) Lo 3 Name and tefephone number ol person to conlact
, MQM‘“ ?ﬁ 5@&5 /@Q respecling this farm, ’
L |

$ [, 263
663

2. A General Assessment [item 2e from page 2 (not less than $150 minimum)]

B. Less payment made with S|PC-6 filed Including $150 paid with 2009 SIPC-4 (exclude interast) {

$ico 8(@% 7o 723l6%, Eygx 12fz2{eq
Date Paid
Less prior overpayment applied -

(@}

D. Assessment balanca due or (overpayment) 409
E. Interest computed on late payment {see insiruction E)for______days at 20% per annum -
F. Total assessment balancs and interest due (or overpayment carried forward) $ é ee
G. PAID WITH THIS FORM:
Check enclosed, payable to SIPC
Total (must be same as F above) $ oo
H. Overpayment carried forward $( )
3. Subsidiaries (S} and predecessors (P) Inciuded in this form {give name and 1934 Act registration number):
Thé SIPC mémber ,submilvlih‘g this form and the : ' o
person by whom it Is executed repressnt thereby B@” ey IA/V»e.S'f*Ma.AJ t.? ) jj\/c._- .

.

(Authorized Signatyra). 7

Dated tﬁe 2=0-day of ﬂ;m&q 20lo . : C e O D.
! R

that all information contained herein is true, correct {Nama ol Corpgration, Parinership o other osgans
and complele, ( ( . .
P _ . % e l—\/ Me A

payment-Is due 60 days after the end of 1he fiscal year, Retain the Working Copy of thls form

This form and the assessment
years, the latest 2 years in an easlly accessible place.

for a period of not less than 6

Dalss:

Postmarked Recelved v Reviewed

Calculations Documentation _______ Forward Copy

Exceptions:

SIPC REVIEWER

Disposition of excepticns: ’



DETERMINATION OF “SIPC NET OPERATING REVENUES*
AND GENERAL ASSESSMENT

Amounts for the fiscal period

beginning Aptil 2, 2009
and.ending_l_’;:@j_, 2009

Eliminate cents

Item Ro. $ foé‘, { 9 L

22. Tolal revenue (FOCUS Line 12/Par! [1A Lins 9, Code 4630}

2b. Addilions: _
(1) Total revenues Irom the securilies business of subsidlaries {excepl foreign subsidiaries) and

predecessors nol includzd above.

{2) Net loss from principal transaclions in securities in trading accounts,

(3) Netloss from princlpal iransactions in commodities in Irading accounts,

(4) Interest and dividend expense deducled in delarmining lem 2a..

{5) Nel loss lrom management of or parficipation in the underwriiing or dislribution of securilies.

{8} Expenses other than advarilsing, printing, regisitation lees and legal fees deducled in determining ael

prefit from management of or participaiion in underwriting or distribution of securities,

[7) Net loss from securilias in Invesimen! accounls.

Sos, /1977

Totzl additions

¢c. Deductions:
[1) Revenues Irom the disiribution of shares of a registered open end investmeni company or unil
investment trusl, from the saje of variable annuilies, from the business of Insurance, irom invesimant
advisory services rendered {o ragislerad investment companies of insurance company separale

accounts, and from transactions In securlty futures products.

. {2) Revenues from commodlty Iransaclions.

{3} Commissions, floor broksrage and clearance paid to olhier SIPC membars In connection with
securilies transactions,

{4) Reimbursements for postage in connection with proxy solicitalion.

{8) Net gain from securities in invesiment accounts.

(6) 100% of commissions and markups earned from iransactions in {i} carilficates of deposif and
(i) Treasury bills, bankers acceptances or commercial paper thal mature nine months or less

from issuance date,

penses of prinling advertising and fegal fees incurred in connection with olher revenue
¢ the securitiss business (revenue defined by Section 18(9){L} of the Act).

[

irect e
refaled

(7)

t

(8) Oiher ravenue not related either directly or indireclly fo the securities business.
{See Instruction C);

8} (1) Total interasl and dividend expense (FOCUS Line 22/PART lIA Line 13,“
- " Gode 4075 plus line 2b(4) above) bul not in éxcess _
of tolal interest and dividend income. $ .24

(if) 40% of interes] earned on cuslomars securilies accounls o
{40% of FOCUS line 5, Code 3950). - 3,

(8]
Total deduclions ' ‘ . ‘ ’ @
' | s SoS 197

2d. SIPC Net Operaling Ravenues

2e, General Assessmen! @ .0025 .
{tc page 1 but not less than
$150 minimum)

Enter the greater of lins {i) or ii)




