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OATH OR AFFIRMATION

I, __Stephen Rogers , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

RFS Partners , 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:

\

President
Title st

oIl FRvCnbA

Notary Public

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

(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

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

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

(g) Computation of Net Capital.

(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.

() 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.

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

(I) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

x (0) Auditors' Report on Internal Control.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Signature of Document Signer No. 1
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TArr WELLER & BAKER LLP

Certified Public Accountants

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To the Partners
RFS Partners
San Francisco, California

We have audited the accompanying statement of financial condition of RFS Partners as of December 31, 2010,
and the related statements of income (loss), changes in ownership 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 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 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 RFS Partners 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 Pages 3, 4, 6 and 7 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.

/“
| ok, Wllir & Raker LLP

Philadelphia, Pennsylvania
February 25, 2011



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

BROKER OR DEALER RFS Partners N 3 100
v
1 NREREN
STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING AND
CERTAIN OTHER BROKERS OR DEALERS
as of (MM/DO/YY)  12/31/10 99
SECFILENO. 8—-36128 98
Consolidated 198
B Unconsolidated | ¥ 199
Allowable Non-Allowable Total
1. CASH et sr st aeresenene $ 3,495 [200] $ 3,495 [750]
2. Receivables from brokers or dealers:
o A. Clearance account ..........coooevvivvreereecerveeninnes % 295
B. Ol oo senenines 300 | $ 550 810
3. Receivable from non-customers..........cc.cevvevvveeenacee 355 600 | v 830
, 4. Securities and spot commodities
owned at market value:
A, Exempted SECUMHES ........ooeeereeeeerreerersrerrrererreen 81,853 [ats
B. Debt securities .. 419
C. OPtONS ....ovvererrecrrre s 420
D. Other securities ....... 424
E. Spot commodities v 430 81,853 [850
5. Securities and/or other investments
not readily marketable:
A. Atcosty $
B. At estimated fair value 440 610 860
o 6. Securities borrowed under subordination
agreements and partners’ individual and capital
securities accounts, at market value: 460 630 880
A. Exempted
securities $ | 150|
B. Other
securities $ 160 :
s 7. Secured demand NOtES: ..........ccoueceereerroesmsrreereine 470 640 890
Market value of collateral:
A. Exempted
securities $ l 170|
B. Other _
securities $ 180
8. Memberships in exchanges:
A. Owned, at o
market §$ 190
B. Owned, at COSt ..o 650
C. Contributed for use of the company, at
MATKEE VAL ...t % 660 900
~~~~~~ 9. Investment in and receivables from affiliates,
subsidiaries and associated parnerships .................... 480 928,292 |60 ] 928,292 {910 ]
== 10. Property, furniture, equipment, leasehold
improvements and rights under lease agreements,
at cost-net of accumudated depreciation and
AMOMZALION .o.veivceeceeceaeecrr e ssese s 490 680 | % 920
11, Other @SSEES ..t ces s e eee e 535 735 930
12, TOTAL ASSETS wooooooeoeeeceeeeeneesee e %$ 85,348 | 540 s 928,292 | 740 s 1,013,640 | 940
OMIT PENNIES

See notes to financial statements.



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART lIA

BROKER OR DEALER RFS Partners asof 12/31/10

STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING AND
CERTAIN OTHER BROKERS OR DEALERS

LIABILITIES AND QWNERSHIP EQUITY

v Al Non-A.l.
Liabilities Liabilities Liabilities Totai
13. Bank loans payable ..........cceeierinnieeconresroececen $ [1045] $ [1255]% § [1470
14. Payabie to brokers or dealers;
A, Clearance account......co....eceeeeevererreseeveccrreenes 1114 1315 1560
B. Other ...covrvrcvrernann, Yo 1115 1305 1540
15. Payable to NON-CUSTOMErS ......ocvvvereecrreereeseereeane 1155 1355 1610
16. Securities sold not yet purchased, '
at market value ...........ooceeeevnninnn 1360] 1620]
17. Accounts payable, accrued liabilities,
expenses and other .... [ 1205 [ 1385] 1685
18. Notes and mortgages payable:
A, Unsecured .......ooeeeeeveieeneereerrenns 1210 1690
B. SECUIEd ....oereieeirnieeer s enesei : 1211, [1390] v, 1700
19. E. Liabilities subordinated to claims
of general creditors:
A, Cash DOITOWINGS: «...cvuveeeeeeecree e [1400 [1710]
1. from outsidersYy $ [o70
2. includes equity subordination (15¢3-1(d))
of ... $ 980
B. Securities borrowings, at market value ........... 1410] 1720]
from outsiders $ [T990
C. Pursuant to secured demand note '
collateral agreements ...........cocvveevevereeceereenneens (1420 1730
1. from outsiders $ f1000]
2. includes equity subordination (15¢3-1(d))
of ... $ [1010
D. Exchange memberships contributed for
use of company, at market value ........................ [1430 (1740
E. Accounts and other borrowings not
qualified for net capital purposes 1220 1440 1750
20. TOTAL LIABILITIES ..ooovoeeee e $ 1230] $ 1450] § 1760
Ownership Equity
21. Sole Proprietorship............. R e 18 e e ettt oo ws_ 1,013,640 [1770
22. Partnership (limited partners) ..........ocoovcooevreveeenrens W [1020]) 1780
23. Corporation: '
AL PIBTEITEA SEOCK .....o.reevrreeieioncceeeeessss s eesseeeeessesses e eesas e sae e eeeesese s sene e s e e ee s e e oo oo e e ee e ee oo oo 1791
B. Common stock.......... . 1792
C.  AQQItIoNal PRIG-IN CAPIAL ...........c.oouuueererecereemeonsarararesssssessssnes e ssseoe s esseessaeestessessesenseesseseesessesesssseseeeeesesseseseeeeessees oo 1793
D RELAIMEM BAIMINGS ......ocouvumeereereeecess e cssemse e eesss e eeesseeseesees e eeeseeeeeesses s s e e eee oo eeseeeee e s oo s e e eee e e e es e eeeeeee e eeeseee 1794
B TOtal o . 1795
F. LSS CAPItAl STOCK I frBASUTY ..ovveveruerrevreceeessssnsesn e essss e eeesoseeess s s s s eesssssemseeeeeeesess e e oo "6 ( ] 1796
24. TOTAL OWNERSHIP EQUITY .covvoommererecereseesmsseseeeeeeeeeooao e eeseeese e seeeeses s sesss s ssessseseeesesesssseseeeeseeeoeeee oo eeeoseeoeeeseseene $ 1,013,640 {1800
25. TOTAL LIABILITIES AND QWNERSHIP EQUITY ......oooooeeeoeceoeeeeeeceoemseiveneesesseesess s seeseseeeeeee e eeeeeeeooees $ 1,013,640 | 1810
OMIT PENNIES

See notes to financial statements.



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART 1A

BROKER OR DEALER RFS Partners asof _12/31/10
COMPUTATION OF NET CAPITAL
1. Total ownership equity from Statement Of FIRANCIAL CONGHION ........u.evveeeeemeaereeeeeseeeseeeesseresssessssesessesesesssoeesesssesssseeeseeeeeeeeeeeees oo eeeennen $ 1,013,640 [3480
2. Deduct ownership equity Nt AOWADIE fOr NEt CADIAL ........u...vveeeeeeeeee oo cereeesene e seseessessesmssesssemeeeeseeesssesesssee s eeesssesee e )| 3490
3. Total ownership equity QUAlIfied fOr NEt CAPILAI ..............c.ooeeveeueemaeeceeemerosseeeeeeseseeeeseeseeseesssssssesssessss e eeessmss e et eeeeeeeseesseeeeen 1,013,640 {3500
4. Add:
A.  Liabilities subordinated to claims of general creditors allowable in computation Of REt CAPIAl.........ccovvvvevrresreeeesersssssssss oo 3520
B. Other (deductions) o AlOWADIE CIEAS (LIS) w.cc..uuuuummersrersisreereeeeseeeecceser e creeeeseeeeseresneseseeesese e seeeeee e soe e eeeeoes 3525
5. Total capital and allowable SUDOTAINAET HADIITHES ................cccmrvrrrvrsessesvensereeessseecsereessesesessmessasessessessemsessmmsessessesensessssnanns $ 1,013,640 (3530
6. Deductions and/or charges:
A. Total non-alfowable assets from
Statement of Financial Condition (Notes B and C) SRUUOUOOTOR L £ 928,292 [3540
B. Secured demand NOte DEINGUENCY w.....ucurvvvvereverneeeeeeseeoesseeseeseeseseesessessssessseseseseeesssssssseseene oo 3590
C. Commodity futures contracts and spot commodities —
PrOPFETary CAPHAl CRAIGES «...u.vvvvrvrvererearrrinreeseeesee et sessasessessreeseseeseeesesese st eeesseseess e 3600
D. Other deductions ang/or charges.......... 3610] ¢ 928,292 )[3620
7. Other additions and/or AHOWADIE CIEAIS (LISE) ..v..uurvvreueeeurrerrceeeveeeeeeesersscesseeeesersesemsseesessossssssssssesoeooeeseeooeeeeeeosseesss oo oo 3630
8. Net capital before NAIrCULS ON SECUNIEIES POSIHONS .......vev.eeeeeeereeeeeeeeeseeammmensssessesessesssssseses oo eeeessessses oo eeeeeeeeeeeee e eesese s %8 85,348 |3640
9. Haircuts on securities (computed, where applicable, pursuant to 15¢3-1(f)):
A. Contractual Securities COMMIIMENLS ..............ooveeeeeee e eees e $ 3660
B. Subordinated SECUMtIES DOMOWIRGS .............vveeeeeeee oo eeeesees e 3670
C. Trading and investment securities:
1. EXEMPLEA SECUMLIES ...vuo.eeonveeusieestreeiereeneeeeee e eeeeseeee e e ses e st eeeeeeseeee L 1,637 [3735
2. Debt securities ............ 3733
3. Options ....... 3730
. 4. Other securities........ 3734
D. Undue Concentration 3650
o O (LIS ooeeeeererecnrnsessmsss s s sneee e e 3736] ( 1,637 3740
T0. NBECAPIAL .oovooovo et et cent et ees e eeeeeseeee et 228 oo oo e s eeeeeeeeeeeneeeeeeeeeeseeeeeoe $ 83,711 [3750
. OMIT PENNIES
Reconciliation of Net Capital
Net Capital per Unaudited Focus Report $80,740
Increase in cash (allowable asset) __ 2,971
Net Capital per Audited Focus Report $83,711

See notes to financial statements.
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA

BROKER OR DEALER RFS Partners asof 12/31/10

COMPUTATION OF NET CAPITAL REQUIREMENT

Part A
1. Minimum net capital required (6%,% Of iNE 19) ..........cc.ccucercererverccreccrmmmmermsensmsesmsssssmsssssssssessssessssssssssss $ [3756)
12. Minimum dollar net capital requirement of reporting broker or dealer and minimum net capital requirement

of subsidiaries computed in accOrdance With NOtE (A) ...............c.ceeeerereerreesseesressersismermsseenensersenreneees 5,000 [3758
13. Net capital requirement (greater of line 11 or 12) S 5,000 3760
14. Excess net capital (line 10165S 13) ....cecerreveenrerircerrirnrrrennns 78,711 3770
15. Excess net capital at 1000% (line 10 less 10% of line 19) % 77,711 |3780

COMPUTATION OF AGGREGATE INDEBTEDNESS

16. Total A.l. liabilities from Statement of Financial Condition...................... e et et $ [3790]
17. Add:

A. Drafts for immediate credit vttt b eaaen $ [3800

B. Market value of securities borrowed for which no equivalent value

1S PAIA OF CTEAIEA .......ccvureeeonrmecerreerosereraresesse e sinsas s s s e s sesesssssneseeesesesseesorenes $ 3810

C. Other unrecorded amOUNLS (LISE) ........vervseeieeseremeeeeescssesiseseenseeesesesssessresseaeseesesemessessessesne $ 3820] $ 3830
18. Total aggregate indebtedness.............. eeteeeuehea et h eyt e s e ere e b e e e eh b besaen et et ereesratae it net st aesesetar et neeeaeaeneeeseen $ 3840
19. Percentage of aggregate indebtedness to net capital (iNe 18 < DY N8 10) ....c.vvvoueovoreeeeeseeeeesereesesseemmeses e sseseeseesssessssssssssesseseees % 0.00 {3850
20. Percentage of debt to debt-equity total computed in accordance With RUIE 1563=1{A) .....vvv.ieererereeeeemeeessrereeseseeeesesssesssesssessssssssene % 0.00 (3860

COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT

Part B
21. 2% of combined aggregate debit items as shown in Formula for Reserve Requirements pursuant to Rule 15¢3-3

prepared as of the date of the net capital computation including both brokers or dealers and consolidated subsidiaries’ debits........... $ 3970
22. Minimum dollar net capital requirement of reporting broker or dealer and minimum net capital requirement of

subsidiaries computed in aCCOTIANCE WIth NOIE (A) .......oovvuveurrieeeireeeereesioe s see e sse s seeseesseese s esesseseseseeseeeeesers s eseoos %3 3880
23. Net capital requirement {greater of line 21 or 22) . 8 3760
24. Excess capital (e 101658 23) ...uuuvumrveeereeeereeeeseeeeeee e seeesesoeeeeeseconeeeeeeseeeneesres R $ 3910
25. Net capital in excess of the greater of:

A. 5% of combined aggregate debit items 0F $120,000 ...........oovvemreeeeieee oo ee oo oo ee e e eeeees s s e eeen $ [3920
NOTES:

(A) The minimum net capital requirement should be computed by adding the minimum dollar net capital requirement of the reporting broker dealer and, for each

subsidiary to be consolidated, the greater of:
1. Minimum dollar net capital requirement , or
2. 6%,% of aggregate indebtedness or 4% of aggregate debits if alternative method is used.

(B) Do not deduct the value of securities borrowed under subordination agreements or secured demand note covered by subordination agreements not in satisfactory form
and the market values of memberships in exchanges contributed for use of company (contra to item 1740) and partners’ securities which were included in non-aliowable
assets.

(C) For reports filed pursuant to paragraph (d) of Rule 17a-5, respondent should provide a list of material non-allowable assets,

See notes to financial statements.



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART lIA

BROKER OR DEALER RFS Partners

For the period (MMDDYY) fronks 1/1/10 [3932t0 12/31/10 [3933
Number of months included in this statement 12 3931

STATEMENT OF INCOME (LOSS)

REVENUE
. 1. Commissions:
a.  Commissions on transactions in exchange listed equity securities executed on an exchange . $ 3935
b.  Commissions on listed option transactions .............................. . % 3938
C. Al other SeCUrities COMMISSIONS ......vvveeeerereeee e 3939
0. Total SECUIIES COMMISSIONS .....oc.coerreerrreeernsesree e see s 3940
2. Gains or losses on firm securities trading accounts P
a.  From market making in options on a national securities EXCRANGE ....ocoooocceer ettt ettt s et eon 3945
D, From all other trading .............ccoooorooeoovoeooeeeoceee oo . 3949
Co TOML AN (I0SS) oot esine oo eee e seee e eeeeeee e 3950
3. Gains or losses on firm SECUrities IVESIMENt ACCOUNS ............ooeoeooeseesesereoees oo (44,062) [3952
4. Profit (loss) from underwriting and Selling groups ..............oooovvooooooooooooo ettt r e A et e e ee et neaen Ve 3955
5. Revenue from sale of inveStment COMPANY SRATES ....v...v..v...oocoeroeeeeeeesrs oo 154,399 3970
6. COMMIOGIIES TEVEIUE ... ecereriereees s e eee e e e 3990
7. Fees for account supervision, investment aavisory and adminiStrative SEIVICES ..............eveeerevveecseoeoeoeoooeeoeooeoeoeoeeeeeoeeeeooee oo 3975
8. QBT TBVENUE .........ooeceteereeecrreee oo e oo oeoeeeeee oo 3995
9. Total revenue $ 110,337 [4030
EXPENSES
10. Salaries and other employment costs for general partners and voting stockholder OffICErS .........ovvuveoceeeeeereeceseeeeeeoe s 4120
11. Other employee compensation and benefits ...............ooooooooooooo 43,880 |[4115
12. Commissions paid to other broker-dealers . 4140
13. Interest expense Lt o222 455 st a4t ee e et s s ene s ee et ee e e : 4075
a. Includes interest on accounts subject to subordination agreements
14. Regulatory fees and expenses 20,891 [4195
15. Other expenses ..............cocovrcerernnn... 71.238 |4100
16, TOUl BXPENSES .......oo.coeccrerteer oo ettt $ 136.009 | 4200
NET INCOME
17. Income (loss) before Federal income taxes and items below (1tem 9 1855 HEM 16) cveveeeeee e oo $ 4210
18. Provision for Federal income taxes (for parent Ofly) ... % 4220
19. Equity in earnings (losses) of unconsolidated subsidiaries not included above ..o 4222
a. After Federal iNCOME TAXES O «.vvvvevuveeroouooneeceoeeeeee oo [4338]
20. Extraordinary gains (I0SSES) .......vv..voveeoeeeerermmeemmeresesoeoooeoeooeoeoooeoeoeoeoeeoooeeoooeooeo e rens et teesrnns [ 4224]
a. After Federal INCOME tAXES OF _.......c..ovosreeereeeeereeeeeeeeeeeeerees oo {4239]
21. Cumulative effect of changes in aCCOUNtING PENCIDIES ....vv..orcovr- oo oo 4225
22. Netincome (loss) after Federal income taxes and EXErA0NAINATY HOMIS ....v.ivoieeioeeeece e $ (25,672) 4230
MONTHLY INCOME
23. Income (current month only) before provision for Federal income taxes and extraordinary #ems ........o..veeceoeeereeeevee e, $ 4211

See notes to financial statements.




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART IIA

BROKER OR DEALER RFS Partners

For the period (MMDDYY) from _1/1/10

t012/31/10

STATEMENT OF CHANGES IN OWNERSHIP EQUITY
(SOLE PROPRIETORSHIP, PARTNERSHIP OR CORPORATION)

1. Balance, beginning of period ................... - . b et es et e e e b e st s s s s ebeaereraneee
A. Netincome (10SS) ..c..ccerrruriernnnas
B. Additions (Includes non-conforming capital of ...........ccooceemvveeivenniienneenecresereeneens 4262

p—

$ 1,039,312 4240

(25,672) 4250

4260

G. Deductions (Includes non-conforming capita! of

4210

2. Balance, end Of Period (FFOM HEM 1800) .......rivvurrerermerrerissesssssesseessssssssssessesesssessssseesessmssesemsseessasssssesssssssssssesesssssessesssesessmsresssssses

STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS

3. Balance, beginning of period
A. Increases..........
B. Decreases

See notes to financial statements.

$ 1,013,640 [7290]

4300

4310

4320

[4330

OMIT PENNIES
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART lIA

BROKER OR DEALER RFS Partners asof _12/31/10

EXEMPTIVE PROVISION UNDER RULE 15¢3-3

24. 1f an exemption from Rule 15¢3-1 is claimed, identify below the section upon which such exemption is based (check one only)

A, (k)(1) — $2,500 capital Category as Per RUIE TEE3=1 .......vvvceeneeemraeereeeeesesessemsssssssssssessessssseeessssseesesesesseesessnsssssnns X 4550
B. (k)(2)(A) — “Special Account for the Exclusive Benefit of customers” maintained . 4560
C. (k) 2)(B) — All customer transactions cleared through another broker-dealer on a fully disclosed basis.
Name of clearing firm%, ] 4335 | 4570
D. (k)(3) — Exempted by order of the Commission (INCIUAE COPY OF IBHEF) ..........ovvue.vvereeeeeeereeseeeemsessreeesessssessssssssseseereseeessrese 4580
Ownership Equity and Subordinated Liabilities maturing or proposed to be withdrawn within the next six months
and accruals, (as defined below), which have not been deducted in the computation of Net Capital.
Type of Proposed Amount to be
Withdrawal or Withdrawn (cash (MMDDYY) Expect
Accrual Insider or amount and/or Net Withdrawal or 0]
(See below Outsider? Capital Value of Maturity Renew
for code ) Name of Lender or Contributor (In or Out) Securities) - - Date (Yes or No)
b [4600 _ _ [4601] [4602] [4603] 4604] [4605
% [4610 [4611 4612 [4613 [4614 4615]
3 14620 | 4621 |4622] 4623} 4624} 4625
%4 4630] 4631] 4632 [4633 4634] 4635]
%5 4640! ! 4641 I 4642 ] 4643 4644 [ 4645
Total $7% 4699
OMIT PENNIES

Instructions:  Detail Listing must include the total of items maturing during the six month period following the report date, regardless of whether or not the capital contribution is
expected to be renewed. The schedule must also include proposed capital withdrawals scheduled within the six month period following the report date including
the proposed redemption of stock and anticipated accruals which would cause a reduction of Net Capital. These anticipated accruals would include amounts of
bonuses, partners’ drawing accounts, taxes, and interest on capital, voluntary contributions to pension or profit sharing plans, etc., which have not been deducted

in the computation of Net Capital, but which you anticipate will be paid within the next six months.

WITHDRAWAL CODE: DESCRIPTIONS
1. Equity Capital
2. Subordinated Liabilities
3. Accruals

See notes to financial statements.



RFS PARTNERS
STATEMENT OF CASH FLOWS

Year ended December 31,2010

INCREASE (DECREASE) IN CASH

s Cash flows from operating activities
Dividends and fees received
Filing fees and operating expenses paid

Net cash used in operating activities
Net decrease in cash

Cash
Beginning of year

End of year

RECONCILIATION OF NET LOSS TO NET CASH
PROVIDED BY OPERATING ACTIVITIES

Net loss
Depreciation of investments, net

Net cash used in operating activities

See notes to financial statements.

$ 120,712
(136.009)

(15.297)
(15,297)

18,792
$ 3,495

$ (25,672)
10,375

$ (15,297



RFS PARTNERS

NOTES TO FINANCIAL STATEMENTS

December 31, 2010

(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A)

(B)
©

D)

(E)

(F)

RFS Partners (the “Company”) is a California limited partnership and the general partner of CCM
Partners which is the investment manager of the California Investment Trust Fund Group.

To date, the Company has not engaged in any activities relating to broker-dealer transactions.

USE OF ESTIMATES

The preparation 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 certain reported amounts and disclosures. Accordingly, actual results could differ from
those estimates.

INVESTMENTS

Investments are stated at fair value and unrealized gains and losses are recognized in the statement
of income.

SUBSEQUENT EVENTS

Subsequent events after the balance sheet date through the date that the financial statements were
available for issuance, February 25, 2011, have been evaluated in the preparation of the financial
statements.

FAIR VALUE MEASUREMENT

FASB ASC 820 defines fair value, establishes a framework for measuring fair value, and
establishes a fair value hierarchy which prioritizes the inputs to valuation techniques. Fair value is
the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. A fair value measurement
assumes that the transaction to sell the asset or transfer the liability occurs in the principal market
for the asset or liability or, in the absence of a principal market, the most advantageous market.
Valuation techniques that are consistent with the market, income or cost approach, as specified by
FASB ASC 820, are used to measure fair value.

The fair value hierarchy prioritizes the inputs to valuation techniques used to measure fair value
into three broad levels:

e Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or
liabilities the Company has the ability to access.

e Level 2 inputs are inputs (other than quoted prices included within level 1) that are
observable for the asset or liability, either directly or indirectly.

e [Level 3 are unobservable inputs for the asset or liability and rely on management’s own
assumptions about the assumptions that market participants would use in pricing the asset
or liability. (The unobservable inputs should be developed based on the best information
available in the circumstances and may include the Company’s own data.



RFS PARTNERS

NOTES TO FINANCIAL STATEMENTS — (Continued)

December 31, 2010

G)

The following is a summary of the inputs used as of December 31, 2010 in valuing the Company’s
investments:

Valuation Input : Investment in Securities
Level 1 $ 81,853
Level 2 -
Level 3 907.670
$989,523

The carrying amounts of cash and cash equivalents, receivables, and accounts payable and accrued
expenses approximate fair value because of the short maturity of these items.

Following is a reconciliation of Level 3 assets for which significant unobservable inputs were used
to determine fair value:

Description Investment in Securities

Balance as of December 31, 2009 $951,732

Decrease in value of partnership interest (44.062)

Balance as of December 31, 2010 $907,670
OTHER

Proprietary securities transactions in regular-way trades are recorded on the trade date, as if they
had settled. Profit and loss arising from all securities transactions entered into for the account and
risk of the Company are recorded on a trade date basis. Customers’ securities transactions are
reported on a seftlement date basis with related commission income and expenses reported on a
trade date basis.

Amounts receivable and payable for securities transactions that have not reached their contractual
settlement date are recorded net on the statement of financial condition.

OFF-BALANCE-SHEET RISK AND CONCENTRATION OF CREDIT RISK

The Company introduces customers’ securities transactions on a fully-disclosed basis to its clearing
broker/dealer. Off-balance-sheet risk exists with respect to these transactions due to the possibility
that customers may be unable to fulfill their contractual commitments wherein the clearing
broker/dealer may charge any losses it incurs to the Company. The Company seeks to minimize
this risk through procedures designed to monitor the credit worthiness of its customers and that
customer transactions are executed properly by the clearing broker/dealer.

-10-



RFS PARTNERS

NOTES TO FINANCIAL STATEMENTS — (Continued)

December 31, 2010

2)

&)

INVESTMENTS

At December 31, 2010 investments consisted of the following:

Fair Value

Mutual Funds $ 81,853
Partnership Interest 907.670

$989,523

REGULATORY REQUIREMENTS

The Company is exempt from the provisions of Rule 15¢-3-3 of the Securities Exchange Act of 1934
(reserve requirement for brokers and dealers) in that all transactions would be limited to the purchase,
sale and redemption of shares of a registered investment company; it does not hold funds or securities for
customers; and it promptly transmits all funds and delivers all securities in connection with its activities
as a broker or dealer.

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, as defined, equal to the greater of $5,000 or
6-2/3% of aggregate indebtedness. Net capital and the related net capital ratio may fluctuate on a daily
basis. At December 31, 2010, the Company had net capital of $83,711, and net capital requirements of
$5,000. The percentage of aggregate indebtedness to net capital was 0%.

-11-



TAIT WELLER & BAKER LLP

Certified Public Accountants

REPORT ON INTERNAL CONTROL REQUIRED BY SEC RULE 17a-5

To the Partners
RFS Partners
San Francisco, California

In planning and performing our audit of the financial statements of RFS Partners (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) 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 making quarterly securities examinations, counts, verifications, and
comparisons and recordation of differences required by Rule 17a-13 and 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 an internal control and the
practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates and
Jjudgments 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 accounting principles
generally accepted in the United States of America. Rule 17a-5(g) lists additional objectives of the practices
and procedures listed in the preceding paragraph.

Because of inherent limitations in internal control or 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.



To the Partners
RFS Partners
Page Two

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 were
adequate at December 31, 2010, to meet the SEC’s objectives.

This report is intended solely for the information and use of 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 than these specified
parties.

/};;é, LUGMUS & Baky LLP

TAIT, WELLER & BAKER LLP

Philadelphia, Pennsylvania
February 25, 2011
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