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OATH OR AFFIRMATION

JOHN NORBERG swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

STANDARD INVESTMENT CHARTERED INCORPORATED
as

of DRCR BER 31 20 10 are true and correct 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 customer except as follows

NONE

Signature JOHN NORBERG

CHAIRMAN OF THE BOARD/CFO
Title

SEE ATTACHED
Notary Public

This report contains check all applicable boxes
12 Facing Page

12 Statement of Financial Condition

12 Statement of Income Loss
12 Statement ofi uikidtii Cash Flows
12 Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

12 Computation of Net Capital

12 Computation for Determination of Reserve Requirements Pursuant to Rule l5c3-3

12 Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation ofthe Computation of Net Capital Under Rule 15c3-1 and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with
respect to methods of

consolidation

12 An Oath or Affirmation

12 copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date ofthe previous audit

Independent Auditors Report on Internal Accounting Control
Forconditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e3
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GOODRICH BARON GOODYEAR LLP

Certified Public Accountcints

INDEPENDENT AUDITORS REPORT

The Board of Directors

Standard Investment Chartered Incorporated

Costa Mesa California

We have audited the accompanying statement of financial condition of Standard

Investment Chartered Incorporated as of December 31 2010 and the related statements of income

loss changes in stockholders equity and cash flows for the year then ended that you are filing

pursuant to Rule 7a-5 under the Securities Exchange Act of 1934 These financial statements are

the responsibility of the Companys management Our responsibility is to express an opinion on

these financial statements based on our 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 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 reasonable basis for our opinion

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

respects the financial position of Standard Investment Chartered Incorporated 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 whole The information contained on Pages 11 thru 13 is presented for the

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

supplementary information required by Rule l7a-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 whole

Long Beach California

February 21 2011



STANDARD INVESTMENT CHARTERED INCORPORATED
STATEMENT OF FINANCIAL CONDITION

DECEMBER31 2010

ASSETS

Cash 5626

Deposits Clearing broker/dealer 25120

Commissions receivable 0861

Notes receivable 39135

Investments Others 90329

Property and equipment net of accumulated

depreciation of $17195

Other assets 7194

Total assets 2713 213 Fi

LIABILITIES AND STOCKHOLDERS EQUITY

Accounts payable 1947

Total liabilities 1947

Commitments

Stockholders equity

Common stock without par value authorized

100000 shares issued and outstanding 30000 shares 30100
Retained earnings 246218

Total stockholders equity 2763113

Total liabilities and stockholders equity 2713 2135

The accompanying notes are an integral part of these financial statements
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STANDARD INVESTMENT CHARTERED INCORPORATED
STATEMENT OF INCOME LOSS

YEAR ENDED DECEMBER 31 2010

Revenues

Commissions and concessions net of clearing charges 103974

Management fees 1049800
Interest and dividend income 83267
Rental income 3750
Other income 3906

Total revenues 244697

Expenses

Accounting 21080
Auto 15190
Business promotions 44641
Commissions 6477
Clearing fees 12349

Consulting fees 13254
Contributions 875
Depreciation and amortization 409

Dues and memberships 25789
Filing fees 3563
Insurance 40952
Interest 2409
Meals and entertainment 82826
Management fees 375890
Legal fees 12849
Salaries and benefits 314961
Office supplies and expense 87872
Outside services 16238
Payroll taxes 22647

Postage and delivery 3939
Rent 75157

Telephone 16547
Travel 57451
Utilities 3601
Other 37643

Total expenses 295609

Loss before income taxes 50912

Income taxes 800

Net loss 51 712

The accompanying notes are an integral part of these financial statements
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STANDARD INVESTMENT CHARTERED INCORPORATED
STATEMENT OF CHANGES IN STOCKHOLDERS EQUITY

YEAR ENDED DECEMBER 31 2010

Common Retained

Stock Earnings Total

Balance at December 31 2009 30100 297930 328030

Net loss for the year ended

December31 2010 51712 51712

BalanceatDecember3l2010 3fllflO 24A.218 27f3l8

The accompanying notes are an integral part of these financial statements
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STANDARD INVESTMENT CHARTERED INCORPORATED
STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31 2010

Cash flows from operating activities

Net loss 51712
Adjustments to reconcile net loss to net cash

used for operating activities

Depreciation and amortization 409

Decrease in deposits Clearing accounts 19

Increase in receivables commissions 4098
Decrease in accounts payable and accrued expenses 60

Total adjustments 3730

Net cash flows used for operating activities 55442

Cash flows from
investing activities

Net proceeds received Notes receivable 39209
Additional investments 6339

Net cash flows provided by investing activities 32870

Cash flows from financing activities

Net decrease in cash 22572

Cash at beginning of year 28198

Cash at end of year 5.A26

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION

Cash paid during the year for income taxes RflO

Cash paid during the year for interest expense 2409

The accompanying notes are an integral part of these financial statements
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STANDARD INVESTMENT CHARTERED INCORPORATED
NOTES TO THE FINANCIAL STATEMENTS

DECEMBER 31 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Business

The Company is registered broker-dealer incorporated under the laws of the State of

California maintaining its only office in Costa Mesa California and is subject to minimum net

capital requirement of $5000 under SEC Rule 15c3-1 The Company operates pursuant to

the k2ii exemptive provision of SEC Rule 5c3-3 and does not hold customer funds or

securities The Company acts as an introducing broker/dealer and clears all transactions with

and for all customers on fully disclosed basis with clearing broker/dealer in Southern

California The Company does not require collateral for its receivables and is subject to the

risks inherent in the economy

Method of Accounting

The Company maintains its books and records on the accrual basis and uses the trade date

basis for recording all security transactions

Use of Estim2tes

The preparation of financial statements in conformity with generally accepted accounting

principles requires the use of managements estimates Actual results could vary from the

estimates and such variance could be material

Property and Equipment

The Company depreciates its assets over their useful lives of five to seven years using the

straight-line depreciation method

Income Taxes

Income tax expense includes federal and state taxes currently payable and when applicable
deferred taxes arising from temporary differences between income for financial reporting and
income tax purposes Those differences arise primarily from the use of the accrual basis for

financial reporting and the cash basis for income tax purposes the deductibility of State

franchise taxes in different years for financial and tax purposes the difference in depreciation

methods used for financial versus tax purposes and the carrying value of certain investments

SIPC

The SIPC assessments have been determined fairly in accordance with applicable instructions

and were remitted timely

-6-



STANDARD INVESTMENT CHARTERED INCORPORATED
NOTES TO THE FINANCIAL STATEMENTS CONTINUED

DECEMBER 31 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES Continued

Cash Equivalents

For purposes of the statement of cash flows the Company considers all highly liquid debt

instruments purchased with maturity of three months or less to be cash equivalents

Fair Value

As required by the Fair Value Measurements and Disclosures Topic of Financial Accounting
Standards Board Accounting Standards Codification FASB ASC the Company is required to

use three-tiered fair value hierarchy in determining fair value for its marketable securities

Company defines fair value thereby eliminating inconsistencies in guidance fund in various

prior accounting pronouncements and increases disclosures surrounding affair value

calculations It also establishes three-tiered fair value hierarchy that prioritizes Inputs in

valuation techniques used in fair value calculations The three levels of inputs are defined as

follows

Level Valuations based on unadjusted quoted prices for identical assets or liabilities in

active markets accessible by the Company at the measurement date

Level Valuations based on inputs based on inputs that are observable in the marketplace
other than those inputs classified as Level

Level Valuations based on inputs that are unobservable in the marketplace and significant

to the valuation

The standards also require the Company to maximize the use of observable inputs and
minimize the use of unobservable inputs If financial instrument uses inputs that fall in

different levels of hierarchy the instrument will be categorized based upon the lowest level of

input that is significant to their fair value calculation

INVESTMENTS OTHER

Investments Other consists of the following

Investment in limited partnership 108281
Investment in country club membership 8750
Investment in an LLC 73298

Total 1fl2

-7-



STANDARD INVESTMENT CHARTERED INCORPORATED
NOTES TO THE FINANCIAL STATEMENTS CONTINUED

DECEMBER 31 2010

i2 INVESTMENTS OTHER Continued

The above investments are considered Level in the hierarchy established by current

standards as the investments in the limited partnership and the LLC have no public market

listing or other observable inputs and relate to real estate purchases for future development
and resale when the economy is more favorable Management believes the current value

would approximate the original cost of the land which has been recently purchased The

Company has chosen to use cost as the market value at this time

NOTES RECEIVABLE RELATED ENTITY

The Company has executed secured note receivable with an outstanding balance of $39135
under line of credit not to exceed $600000 These amounts are advanced to related

corporation and secured by certain patents The amounts due under this line of credit are due
and payable during 2011 and provides for interest at 7.5 percent

PROPERTY AND EQUIPMENT

Property and equipment consists of the following

Furniture and equipment 17195
Less accumulated depreciation 17195

Net property and equipment

INCOME TAX EXPENSE

Income tax expense consists of the
following components

Current Deferred Total

Federal

California 800 800

Total 800 800
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STANDARD INVESTMENT CHARTERED INCORPORATED
NOTES TO THE FINANCIAL STATEMENTS CONTINUED

DECEMBER 31 2010

INCOME TAX EXPENSE Continued

As required by the Income Taxes Topic of FASB ASC the Company accounts for deferred

taxes using an asset and liability approach in recognizing timing differences This approach

requires the recognition of deferred tax assets and liabilities for the expected future tax

consequences of such differences Such differences relate primarily to cash basis reporting

for tax purposes and accrual for financial purposes the difference in the recognition of gains
and losses on marketable securities for tax and financial reporting purposes and different

depreciation methods for tax and financial purposes

The Company has available as of December 2010 approximately $219000 of unused

operating loss carryforwards that may be applied against future taxable income expiring in

2029

The above loss carry forwards give rise to potential deferred tax asset as follows

Deferred tax asset 43000
Less valuation allowance due to uncertainty

in Companys future profitability 43000

Net deferred tax asset

The valuation allowance decreased $17000 in the current year

L6 LEASE COMMITMENT

The Company occupies facilities under non-cancellable lease expiring in June 2013 The
lease provides for minimum monthly rent ranging from $5999 at its inception to $6752 in its

final year The annual minimum future commitments under this agreement are as follows

Year Ended December 31 Amount

2011 77506
2012 79850
2013 40511

17.867

Total rental expense for 2010 amounted to $75157
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STAN DARD INVESTMENT CHARTERED INCORPORATED
NOTES TO THE FINANCIAL STATEMENTS CONTINUED

DECEMBER 31 2010

CONCENTRATION OF CREDIT RISK

The Companys customer base is located primarily in California Financial instruments that

potentially subject the Company to credit risk are trade receivables and investments The

Company uses an established clearing broker-dealer to clear all transactions for its primary
receivables and requires no collateral The Companys investments which consist primarily of

marketable securities and limited partnership interest are continually reviewed for changing
market value and the carrying value is adjusted should it fall materially below cost

RELATED PARTY TRANSACTIONS

Included in management fee revenues are fees totaling approximately $1049800 from
related limited liability company where the managing member is the sole stockholder of the

company

SUBSEQUENT EVENTS

Management has evaluated subsequent events and transactions occurring after year-end

through the date that the financial statements were available for issuance which was February

21 2011 No transactions or events were found that were material enough to require

recognition in the financial statements

L1U NET CAPITAL

The Company is subject to $5000 minimum capital requirement under SEC Rule 5c3-1

which requires that the ratio of aggregate indebtedness to net capital shall not exceed 15 to

Net capital and the related net capital ratio fluctuate on daily basis however as of December
31 2010 net capital was $39660 which exceeded the required minimum capital by $34660
The aggregate indebtedness to net capital ratio was 0.05 to
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STAN DARD INVESTMENT CHARTERED INCORPORATED
COMPUTATION OF NET CAPITAL PURSUANT TO RULE 15c3-1

DECEMBER 31 2010

Total equity from statement of financial condition 276318

Less non-allowable assets

Notes receivable 39135
Other investments 190329
Other assets 7194

Total non-allowable assets 236658

Net capital 39f

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Minimum net capital required 6-2/3%
of aggregate indebtedness or $5000
whichever is greater 5.flflfl

Net capital from above 860

Excess net capital 860

COMPUTATION OF RATIO OF AGGREGATE INDEBTEDNESS TO NET CAPITAL

Total liabilities aggregate indebtedness 947

Ratio of aggregate indebtedness to net capital 005 tn

Percentage of debt to debt-equity total computed
in accordance with Rule 15c3-1d N/A

The computation of net capital as reported in the unaudited Part IIA agrees with the audited net

capital above
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STANDARD INVESTMENT CHARTERED INCORPORATED
COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS

PURSUANT TO RULE 15c3-3

DECEMBER 31 2010

Not Applicable The Company is exempt per the k2ii exemptive provision of SEC rule 5c33
and does not hold customer funds or securities
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STAN DARD INVESTMENT CHARTERED NCORPORATED
INFORMATION RELATING TO THE POSSESSION

OR CONTROL REQUIREMENTS UNDER RULE 15c3-3

DECEMBER 31 2010

Not Applicable The Company is exempt per the k2ii exemptive provision of SEC rule 15c3-3

and does not hold customer funds or securities

-13-



GOODRICH BARON GOODYEAR LEE

Certified Public Accountants

REPORT ON INTERNAL ACCOUNTING CONTROL

Standard Investment Chartered Incorporated

Costa Mesa California

In planning and performing our audit of the financial statements of Standard Investment

Chartered Incorporated 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

Companys internal control over financial reporting internal control as basis for designing our

auditing procedures for the purpose of expressing our opinion on the financial statements but not for

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

Accordingly we do not express an opinion on the effectiveness of the Companys internal control

Also as required by Rule 17a-5g1 of the Securities and Exchange Commission

SEC we have made study of the practices and procedures followed by the Company including

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

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

making the periodic computation of aggregate indebtedness and net capital under Rule 7a-3a1
and for determining compliance with the exemptive provisions of Rule 15c3-3 Because the

Company does not carry securities accounts for customers or perform custodial functions relating to

customer securities we did not review the practices and procedures followed by the Company in any

of the following

Making quarterly securities examinations counts verifications and

comparisons and recordation of differences required by Rule 7a-1

Complying with the requirements for prompt payment for securities under

Section of Federal Reserve Regulation of the Board of Governors of

the Federal Reserve System

The management of the Company is responsible for establishing and maintaining

internal control and the practices and procedures referred to in the preceding paragraph In fulfilling

this responsibility estimates and judgments by management are required to assess the expected

benefits and related costs of controls and of the practices and procedures referred to in the

preceding paragraph and to assess whether those practices and procedures can be expected to

achieve the SECs above-mentioned objectives Two of the objectives of internal control and the

practices and procedures are to provide management with reasonable but not absolute assurance

that assets for which the Company has responsibility are safeguarded against loss from unauthorized

use or disposition and that transactions are executed in accordance with managements

authorization and recorded properly to permit the preparation of financial statements in conformity

with generally accepted accounting principles Rule 17a-5g lists additional objectives of the

practices and procedures listed in the preceding paragraph

-14-



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

referred to above errors or fraud may occur and not be detected Also projection of any evaluation

of them to future periods is subject to the risk that they may become inadequate because of changes
in conditions or that the effectiveness of their design and operation may deteriorate

control deficiency exists when the design or operation of control does not allow

management or employees in the normal course of performing their assigned functions to prevent

or detect misstatements on timely basis significant deficiency is deficiency or combination of

deficiencies in internal control that is less severe than material weakness yet important enough to

merit attention by those charged with governance

material weakness is deficiency or combination of deficiencies in internal control

such that there is reasonable possibility that material misstatement of the Companys financial

statements will not be prevented or detected and corrected on 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 material

inadequacy for such purposes Based on this understanding and on our study we believe that the

Companys practices and procedures as described in the second paragraph of this report were

adequate at December 31 2010 to meet the SECs 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 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 by anyone other than these specified parties

/2/i
/1

Long Beach California

February 21 2011
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GOODRICH BARON GOODYEAR LLPCePublic Accountants

The Board of Directors

Standard Investment Chartered Incorporated

Costa Mesa CA 92626

Dear Board Members

In accordance with Rule 7a-5e4 of the Securities and Exchange Act of 1934 we have

performed the procedures enumerated below with respect to the accompanying Schedule of Assessment

and Payments General Assessment Reconciliation Form SIPC-7 to the Securities Investor Protection

Corporation SIPC for the year ended December 31 2009 which were agreed to by Standard

Investment Chartered Incorporated and the Securities and Exchange Commission Financial Industry

Regulatory Authority Inc and SIPC solely to assist you and the other specified parties in evaluating

Standard Investment Chartered Incorporateds compliance with the applicable instructions of the General

Assessment Reconciliation Form SIPC-7 Standard Investment Chartered Incorporateds management
is responsible for their 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 are as follows

Compared the listed assessment payments with respective cash disbursement record

entries noting no differences

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

December 31 2010 as applicable with the amounts reported in the Form SIPC-7 for

the year ended December 31 2010 noting no differences

Compared any adjustments reported in Form SIPC-7 with supporting schedules and

working papers noting no differences and

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

related schedules and working papers supporting adjustments noting no differences

We were not engaged to and did not conduct an examination the objective of which would
be the expression of an opinion on compliance Accordingly we do not express such an opinion I-lad we
performed additional procedures other matters might have come to our attention that would have been

reported to you

This report is intended solely for the information and use of the specified parties listed above
and is not intended to be and should not be used by anyone other than these specified parties

Long Beach California

February 21 2011
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ii Direct epenses of printing advertising and legal lees inculreo In connection with othe revenue

related to the securities business revenue cefined by Section l9ttt Inc Acti

Si Other revenue not reated either directly or indirectly to the recuirlies business

iSee Instruction Ci
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