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INDEPENDENT AUDITORS REPORT

Board of Directors and Stockholder

SMC Financial Inc

Leawood Kansas

REPORT ON THE FINANCIAL STATEMENTS

We have audited the accompanying statement of financial condition of SMC Financial Inc as of

January 31 2013 and the related statements of income changes in stockholders equity and cash

flows for the year then ended that are filed pursuant to Rule 7a-5 under the Securities Exchange Act

of 1934 and the related notes to the financial statements

MANAGEMENTS RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

Management is responsible for the preparation and fair presentation of these financial statements in

accordance with accounting principles generally accepted in the United States of America this

includes the design implementation and maintenance of internal control relevant to the preparation

and fair presentation of financial statements that are free from material misstatement whether due to

fraud or error

AUDITORS RESPONSIBILITY

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 involves performing procedures to obtain audit evidence about the amounts and disclosures in

the financial statements The procedures selected depend on the auditors judgment including the

assessment of the risks of material misstatement of the financial statements whether due to fraud or

error In making those risk assessments the auditors consider internal control relevant to the entitys

preparation and fair presentation of the financial statements in order to design audit procedures that are

appropriate in the circumstances but not for the purpose of expressing an opinion on the effectiveness

of the entitys internal control Accordingly we express no such opinion An audit also includes

evaluating the appropriateness of accounting policies used and the reasonableness of significant

accounting estimates made by management as well as evaluating the overall presentation of the

financial statements

DENVER FORT COLLINS BOULDER

EKSH LLLP



Board of Directors and Stockholder

SMC Financial Inc

Page Two

We believe that the audit evidence we have obtained is sufficient and appropriate to provide basis for

our audit opinion

OPINION

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

financial position of SMC Financial Inc as of January 31 2013 and the results of its operations and

its cash flows for the year then ended in accordance with accounting principles generally accepted in

the United States of America

OTHER MATTER

Our audit was conducted for the purpose of forming an opinion on the financial statements as whole

The information contained in Schedule is presented for purposes of additional analysis and is not

required part of the financial statements but is supplementary information required by Rule 7a-5

under the Securities Exchange Act of 1934 Such information is the responsibility of management and

was derived from and relates directly to the underlying accounting and other records used to prepare

the financial statements The information in Schedule has been subjected to the auditing procedures

applied in the audit of the financial statements and certain additional procedures including comparing

and reconciling such information directly to the underlying accounting and other records used to

prepare the financial statements or to the financial statements themselves and other additional

procedures in accordance with auditing standards generally accepted in the United States of America

In our opinion the information in Schedule is fairly stated in all material respects in relation to the

financial statements as whole

bK-II LI-I-P

EKSH LLLP

March 18 2013

Denver Colorado



SMC FINANCIAL INC

Statement of Financial Condition

January 31 2013

Assets

Assets

Cash 58.639

Total assets 58.639

Liabilities and Stockholders Equity

Liabilities

Income taxes payable 1.968

Total liabilities 1.968

Contingencies

Stockholders equity

Common stock $0.10 par value 10000 shares authorized

1000 shares issued and outstanding 1000

Additional paid-in capital 11000

Retained earnings 44.671

Total stockholders equity 56671

Total liabilities and stockholders equity 58.639

See notes to financial statements
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SMC FINANCIAL INC

Statement of Income

For the Year Ended January 31 2013

Revenues 44.274

Expenses

Professional fees 6787

Regulatory registration fees 1205

Other 1.200

Total expenses 9.192

Income from operations 35082

Interest income 28

Income before income taxes 35110

Income taxes current 6528

Net income 28.582

See notes to financial statements
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SMC FINANCIAL INC

Statement of Changes in Stockholders Equity

For the Year Ended January 31 2013

Additional Total

Common Stock Paid-In Retained Stockholders

Shares Amount Capital Earnings Eciuitv

Balance January 31 2012 1000 1000 11000 36089 48089

Distributions 20000 20000

Net income 28582 28582

Balance January 31 2013 1.000 1.000 11.000 44671 56671

See notes to financial statements
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SMC FINANCIAL INC

Statement of Cash Flows

For the Year Ended January 31 2013

Cash flows from operating activities

Net income 28582

Adjustments to reconcile net income to net cash

provided by operating activities

Changes in assets and liabilities

Income tax receivable 618

Income tax payable 1.968

Net cash provided by operating activities 31.168

Cash flows from financing activities

Distributions to stockholder 20.000

Net cash used in financing activities 20.000

Net increase in cash 11168

Cash beginning of year 47.47

Cash end of year
8.639

Supplemental disclosure of cash flow information

Cash paid for income taxes was $3942 for the year ended January 31 2013

See notes to financial statements
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SMC FINANCIAL INC

Notes to Financial Statements

Note Description of Business and Summary of Significant Accounting Policies

SMC Financial Inc the Company was incorporated in the state of Kansas on September 26 1994

The Company is engaged in the brokerage of financial products consisting primarily of variable

annuity contracts to the general public and accredited investors The Companys business is

predominantly located within the Kansas City metropolitan area

The Company is registered with the Securities and Exchange Commission SEC and is also

member of the Financial Industry Regulatory Authority FINRA The Company operates pursuant

to paragraph k2B of Rule 15c3-3 of the Security Exchange Act of 1934 the Act and does not

carry customer accounts or clear customer transactions As result the Company is exempt from the

remaining provisions and requirements of Rule 5c3-3 of the Act

As discussed in Note significant portion of the expenses of the Company is incurred by related

party Accordingly this affiliation and other related party disclosures must be taken into consideration

in reviewing the accompanying financial statements The operating results of the Company could vary

significantly from those that would have been obtained had the Company operated independently

Cash and Cash Equivalents

The Company considers all highly liquid instruments purchased with an original maturity of three

months or less to be cash equivalents The Company had no cash equivalents as of January 31 2013

Concentrations of Credit Risk

Financial instruments which potentially subject the Company to concentrations of credit risk consist

principally of cash The Company places its temporary cash investments with what management

believes are high-credit quality financial institutions

During the year ended January 31 2013 two customers accounted for approximately 33% and 66% of

total revenue respectively

Revenue Recognition

The Company recognizes revenue from customers security transactions on trade-date basis

Income Taxes

The Company recognizes deferred tax liabilities and assets based on the differences between the tax

basis of assets and liabilities and their reported amounts in the financial statements that will result in

taxable or deductible amounts in future years There were no such basis differences as of January 31

2013

-7-



SMC FINANCIAL INC

Notes to Financial Statements

Note Description of Business and Summary of Significant Accounting Policies continued

Income Taxes continued

The Company has adopted Accounting Standards Codification Topic 740-10-50 Accounting for

Uncertain Tax Positions which clarifies the accounting for uncertainty in tax positions recognized in

the financial statements Under these provisions the Company recognizes the tax benefit from an

uncertain tax position only if it is more likely than not that the tax position will be sustained on

examination by taxing authorities based on the technical merits of the position The result of the

reassessment of tax positions in accordance with these provisions did not have an impact on the

Companys financial statements Tax years that remain subject to examination by taxing authorities

are all years back to and including 2008

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 the

reported amounts of assets and liabilities disclosures 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

Note Related Party Transactions

The Company executed business by subscription in variable annuity contracts and load mutual funds

for Wealth Management Advisors Inc WMA WMA is registered investor advisor that is an

affiliated company Pursuant to an agreement with the Company WMA pays certain expenses

incurred by the Company including rent salaries and other administrative expenses During the year

ended January 31 2013 the Company did not pay any management fees under the agreement

Note Net Capital ReQuirement

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule SEC
Rule 5c3- which requires the maintenance of minimum net capital of $5000 The Companys net

capital as of January 31 2013 was $56671 of which $51671 is eligible for distribution Net capital

may fluctuate on daily basis Additionally SEC Rule 15c3-1 requires that the aggregate

indebtedness to net capital both as defined shall not exceed 15 to The Companys net capital ratio

was 3.48% as of January 31 2013

Note Contin2encies

During the normal course of business the Company is subject to inquiries by the SEC as well as

FINRA Management does not believe the impact of such inquiries will have material effect if any

on the accompanying financial statements

-8-



SMC FINANCIAL INC

Notes to Financial Statements

Note 5- Subsequent Events

The Company has evaluated events through the auditors report date which is the date the financial

statements were available for issuance and concluded no material events occurred during this period

that would either impact the results reflected in this report or results going forward

-9-
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SMC FINANCIAL INC

Schedule Computation of Aggregate Indebtedness and Net Capital Pursuant to

Rule 15c3-1 of the Securities and Exchange Commission

January 31 2013

Net Capital

Total stockholders equity 56671

Additions/deductions

None

Net capital
56.671

Aggregate Indebtedness

Income taxes payable 1.968

Total aggregate indebtedness 1.968

Computation of Basic Net Capital Requirements

Required minimum net capital greater of $5000 or 2/3% of aggregate

indebtedness 5.000

Net capital in excess of minimum requirement 51.671

Ratio of aggregate indebtedness to net capital
3.48

Reconciliation with Companys computation

There is no difference from the Companys computations included in its Part II of Form

X- 7A-5 as of January 31 2013 and the audited computation above

11
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INDEPENDENT AUDITORS REPORT ON INTERNAL CONTROL
REQUIRED BY SEC RULE 17A-5

Board of Directors and Stockholder

SMC Financial Inc

Leawood Kansas

In planning and performing our audit of the financial statements of SMC Financial Inc the Company as of

and for the year ended January 31 2013 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 computations of aggregate indebtedness or

aggregate debits and net capital under Rule 17a-3a11 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- 13

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 the financial statements in conformity with generally accepted accounting

principles Rule 7a-5g lists additional objectives of the practices and procedures listed in the preceding

paragraph

12
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The Board of Directors and Stockholder

SMC Financial Inc

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

deficiency in internal control 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 and correct

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 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 of

this report 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 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 January 31 2013 to meet the SECs objectives

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

the SEC the Financial Industry Regulatory Authority 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

fl-// LI-I-P

EKSH LLLP

March 18 2013

Denver Colorado
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