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OATH OR AFFIRMATION

I, Thomas G. Scheiman , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Independence Capital Co., Inc. , as

of  December 31 , 2010 , are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

Signature

President
Title

SHANNON M. WEssE(

NOTARY p
This report ** contains (check all applicable boxes): y COmmB;{:’Eﬂ’—gﬁ(;)fS{gé\nggFé}Oglg
14,2012

X (a) Facing Page.

XI (b) Statement of Financial Condition.

(c) Statement of Income (Loss).

XI (d) Statement of Changes in Financial Condition.

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

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

X (g) Computation of Net Capital.

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

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

X () 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.

XI (1) An Oath or Affirmation.

0 (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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SHAREHOLDERS
INDEPENDENCE CAPITAL CO., INC.

Independent Auditors' Report

We have audited the accompanying statement of financial condition of Independence Capital
Co., Inc. (the Company) as of December 31, 2010, and the related statements of income, 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. 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 pian 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 audit provides 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 Independence Capital Co., Inc. as of December 31, 2010, and
the results of its operations and its cash flows for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The information contained in Schedules I, II, and lil is presented for
purposes of additional analysis and is not a required part of the basic financial statements, but is
supplementary information required by Rule 17a-5 under the Securities Exchange Act of 1934.
Such information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, is fairly stated in all material respects in relation to the
basic financial statements taken as a whole.

February 21, 2011
Westiake, Ohio

g an independent member of SSqif
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STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2010

ASSETS

CASH AND CASH EQUIVALENTS

RESTRICTED CASH

COMMISSIONS RECEIVABLE

PREPAID EXPENSES |

MARKETABLE SECURITIES OWNED - AT FAIR VALUE

FURNITURE AND EQUIPMENT - AT COST, $20,528
LESS ACCUMULATED DEPRECIATION OF $16,631

LIABILITIES
ACCOUNTS PAYABLE AND ACCRUED EXPENSES
COMMISSIONS PAYABLE

SHAREHOLDERS' EQUITY

COMMON STOCK
No par value, 750 shares authorized, 500 issued and outstanding

ADDITIONAL PAID-IN CAPITAL
RETAINED EARNINGS

The accompanying notes are an integral part of these statements.

$ 60,829
15,000
96,760
41,021

128,924

3,897
$ 346431

$ 17,956

88.466
106.422

500
75,166

164,343
240.009

$ 346.431
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STATEMENT OF INCOME

YEAR ENDED DECEMBER 31, 2010

REVENUE

Commissions and fees $ 1,242,569
Trading gains — Net 13,818
Interest and dividends 3,276
_ 1,259,663

EXPENSES
Commissions, employee compensation, and benefits 944 505
Communications and data processing 20,488
Professional fees 103,349
Floor brokerage, exchange, and clearance fees 26,285
Occupancy 29,448
Other 75,997
1,200,072
NET INCOME 3 59,591

The accompanying notes are an integral part of these statements.
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STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY

YEAR ENDED DECEMBER 31, 2010

ADDITIONAL
COMMON PAID-IN
STOCK CAPITAL

RETAINED
EARNINGS TOTAL

BALANCE - JANUARY 1, 2010 $ 500 $ 75,166
NET INCOME - -

DISTRIBUTIONS - -

BALANCE — DECEMBER 31,2010 $ 500 $ 75166

The accompanying notes are an integral part of these statements.

$ 119,752 § 195418
59,591 59,591

(15,000) (15.000)

$ 164343 § 240,009
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STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31, 2010

CASH FLOW PROVIDED FROM OPERATING ACTIVITIES
Net income $ 59,591
Adjustments to reconcile net income to net cash
provided from operating activities
Depreciation 1,289
Increase (decrease) in cash resulting from changes in
operating assets and liabilities

Commissions receivable (23,564)
Prepaid expenses 1,925
Marketable securities owned — Net (34,025)
Accounts payable and accrued expenses 1,693
Commissions payable 29,599
Net cash provided from operating activities 36,508

CASH FLOW USED IN FINANCING ACTIVITY

Distributions to shareholders (15.000)
NET INCREASE IN CASH AND CASH EQUIVALENTS 21,508
CASH AND CASH EQUIVALENTS — BEGINNING OF YEAR 54.321
CASH AND CASH EQUIVALENTS — END OF YEAR $ 75.829

The accompanying notes are an integral part of these statements.
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NOTES TO THE FINANCIAL STATEMENTS

1.  ORGANIZATION

Independence Capital Co., Inc. (the Company) is a broker-dealer registered with the
Securities and Exchange Commission (SEC) and in fifteen states, including the State of
Ohio. The Company is a member of the Financial Industry Regulatory Authority (FINRA),
specializing in the selling of mutual funds and other securities.

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Cash and Cash Equivalents

At times during the year, the Company’s cash accounts exceeded the related amount of
federal depository insurance. The Company has not experienced any loss in such
accounts and believes it is not exposed to any significant credit risk.

The Company considers financial instruments with a maturity of less than 90 days to be
cash equivalents. ‘

Restricted Cash

The Company has $15,000 of an interest bearing deposit with its clearing broker pursuant to
\ its clearing agreement.

Receivables and Credit Policies

Commissions receivable are uncollateralized clearing broker obligations due under normal
trade terms requiring payments within 30 days. The Company generally collects
receivables within 30 days and does not charge interest on commissions receivable with
invoice dates over 30 days old.

Commissions receivable, net of trading costs, are stated at the amount billed. Payments of
commissions receivable are allocated to the specific transactions ideniified on the
clearing broker statement or, if unspecified, are applied to the earliest unpaid amounts.

The carrying amount of commissions receivable is reduced by a valuation allowance that
reflects management’s best estimate of the amounts that will not be collected.

Management individually reviews all commissions receivable balances that exceed 30 days
from the invoice date and based on an assessment of current creditworthiness, writes off
the portion, if any, of the balance that will not be collected. Additionally, management
estimates an allowance for the aggregate remaining commissions receivable based on
historical coliectibility. In the opinion of management, at December 31, 2010, all
commissions were considered collectible and no allowance was necessary.

Depreciation

The Company uses the straight-line method of depreciation over the estimated useful fives
of the assets of three to ten years.
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NOTES TO THE FINANCIAL STATEMENTS

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Income Taxes

The shareholders have consented to the Company’s election to be an S corporation within
the provisions of Section 1362(a) of the Internal Revenue Code, which provide that the
income of the Company will be taxed directly to the shareholders. Accordingly, no
provision for federal or state income taxes has been provided; however, the Company is
liable for any local income taxes.

The Company recognizes and discloses uncertain tax positions in accordance with
accounting principles generally accepted in the United States of America (GAAP). As
of, and during the year ended December 31, 2010, the Company did not have a liability
for unrecognized tax benefits. The Company is no longer subject to examination by
federal and state taxing authorities prior to 2007.

Accounting Estimates

Management uses estimates and assumptions in preparing financial statements in
accordance with GAAP. Those estimates and assumptions affect the reported amounts
of assets and liabilities, the disclosure of contingent assets and liabilities, and the
reported revenue and expenses. Actual results could vary from the estimates that were
used.

- Marketable Securities Owned

Marketable securities, including both equities and mutual funds, are valued at quoted
market prices.

Proprietary securities transactions in regular-way trades are recorded at market value on the
trade date, as if they had settled.

Commissions

Commissions, brokerage, and related clearing expenses are recorded on a settlement date
basis as securities transactions occur, which approximates trade date.

Concentration of Credit Risk

The Company is engaged in various trading and brokerage activities in which counterparties
primarily include broker-dealers, banks, and other financial institutions. In the event
counterparties do not fulfill their obligations, the Company may be exposed to risk. The
risk of default depends on the creditworthiness of the counterparty or issuer of the
instrument. It is the Company’s policy to review, as necessary, the credit standing of
each counterparty.
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NOTES TO THE FINANCIAL STATEMENTS

3.  ASSETS MEASURED AT FAIR VALUE ON A RECURRING BASIS

The various inputs that may be used to determine the fair value of the Company’s assets
are summarized in three broad levels:

Level 1 Quoted prices in active markets for identical securities

Level 2 Other significant observable inputs (including quoted prices for similar
securities, interest rates, credit risk, etc.)

Level 3 Significant unobservable inputs (including the Company’'s own
assumptions used to determine value)

Generally, the Company utilizes quoted market prices, and other relevant information
generated by market transactions, to measure fair value when available. If quoted prices
are not available, fair values are measured using independent pricing models or other
model-based valuation techniques. In certain cases, the Company may be required to
make judgments about assumptions that market participants would use in estimating the
fair value of financial instruments (Level 3 valuations).

Assets measured at fair value are comprised of the following at December 31, 2010:

Description Level 1 Level 2 Level 3
Common stocks $ 85,001 $ - % -
Equity funds 25,309 - -
Bond funds 18,614 - -
128924 $ - $ -

The Company did not hold any Level 3 assets during the year.

4. RELATED PARTY TRANSACTIONS

The Company utilizes a related company to provide administrative, accounting, and monthly
compilation services at the rate of $1,500 per month. Payment for these professionai
services amounted to $18,050 for 2010.

The Company leases its main office for $1,825 per month from a related party pursuant to a
month-to-month operating lease. Rent expense was $21,900 in 2010. In addition, the
Company paid $5,000 in property taxes in 2010.

5.  EMPLOYEE BENEFIT PLAN

The Company maintains a qualified noncontributory defined contribution plan covering
substantially all its employees. Contributions are determined at the discretion of
management. There was no contribution to the plan for the year ended December 31,
2010.
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NOTES TO THE FINANCIAL STATEMENTS

6. NET CAPITAL PROVISION OF RULE 15¢3-1

Pursuant to the net capital provisions of Rule 15¢3-1 of the Securities Exchange Act of
1934, the Company is required to maintain a minimum net capital balance, as defined,
under such provisions.

The Company’s minimum capital requirement is the greater of $50,000 or 6%% of
aggregate indebtedness, as defined, under Securities and Exchange Commission Rules
15¢3-1(a)(1)(i) and 15¢3-1 (a)(2)(iv), as it does not maintain customer accounts. Net
capital may fluctuate on a daily basis. At December 31, 2010, the Company had net
capital of $158,193, which was $108,193 in excess of its required net capital of $50,000.

In addition to the minimum net capital provisions, Rule 15¢3-1 requires that the Company
maintain a ratio of aggregate indebtedness, as defined, to net capital, of not more than
1510 1. At December 31, 2010, the ratio was .67 to 1.

7.  EXEMPTION FROM RULE 15¢3-3

The Company acts as an introducing broker or dealer, promptly transmitting all funds and
delivering all securities received in connection with its activities as a broker or dealer and
does not otherwise hold funds or securities for or owe money or securities to customers.
The Company operates under Section (k)(2)(ii) of Rule 15c3-3 of the Securities
Exchange Act of 1934 and is therefore exempt from the requirements of Rule 15¢3-3.



SUPPLEMENTAL INFORMATION

PURSUANT TO RULE 17a-5 OF THE
SECURITIES EXCHANGE ACT OF 1934

DECEMBER 31, 2010
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SCHEDULE | - COMPUTATION OF NET CAPITAL
PURSUANT TO RULE 15¢3-1 OF THE
SECURITIES AND EXCHANGE COMMISSION AND

RECONCILIATION OF THE COMPUTATION OF NET CAPITAL

PURSUANT TO RULE 15¢3-1

DECEMBER 31, 2010

NET CAPITAL
Total shareholders’ equity from statement of financial condition
Less: Non-allowable assets
Cash on hand
Commissions receivable — Unsecured and 12b(1) fees — Net
of payables
Furniture and equipment — Net of accumulated depreciation
Prepaid expenses

NET CAPITAL BEFORE HAIRCUTS ON SECURITIES
Haircuts on securities

NET CAPITAL

COMPUTATION OF AGGREGATE INDEBTEDNESS - TOTAL
LIABILITIES FROM STATEMENT OF FINANCIAL CONDITION

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT -
6%% OF AGGREGATE INDEBTEDNESS

MINIMUM REQUIRED NET CAPITAL
NET CAPITAL REQUIREMENT
EXCESS NET CAPITAL

RATIO OF AGGREGATE INDEBTEDNESS TO NET CAPITAL

16,480
3,897

41.021

$ 240,009

61.448

178,561
20,368

$ 158,193

$ 106,422

3 7,095
$ 50.000
$__50.000
$ 108,193

67 to 1

A reconciliation of the computation of net capital under Rule 15¢3-1 as included in the Company’s unaudited
Form X-17a-5 as of December 31, 2010, filed with the Securities and Exchange Commission and the
amount included in the accompanying Schedule | computation is not required as there are no audit

adjustments that affect net capital.
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SCHEDULES [ AND lll - COMPUTATION FOR
DETERMINATION OF RESERVE REQUIREMENTS AND
INFORMATION RELATING TO POSSESSION OR CONTROL
REQUIREMENTS PURSUANT TO RULE 15¢3-3 OF THE
SECURITIES AND EXCHANGE COMMISSION

DECEMBER 31, 2010

The Company is not required to présent the schedules "Computation for Determination of Reserve
Requirements Under Rule 15¢3-3" and "Information for Possession or Control Requirements Under
Rule 15¢3-3" as it meets the exemptive provisions of Rule 15¢3-3, under Section (k)(2)(ii) of the Rule.
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SHAREHOLDERS
INDEPENDENCE CAPITAL CO., INC.

Independent Auditors’ Report on Internal Control
Required by SEC Rule 17a-5(g)(1

In planning and performing our audit of the financial statements of Independence Capital
Co., Inc. (the Company) as of and for the year ended December 31, 2010, 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)(1)
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 previously 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.

[ ]
4 an independent member of Sq f
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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
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
previously.

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, 2010, to meet the SEC’s objectives.

This report is intended solely for the information and use of the shareholders, management,

“the SEC, the Financial Industry Regulatory Authority, and other regulatory agencies that rely on

Rule 17a-5(g) under the Securities Exchange Act of 1934 in their regulation of registered brokers

and dealers, and is not intended to be and should not be used by anyone other than those
specified parties.

 eder Fr Wwéw

February 21, 2011
Westlake, Ohio
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