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OATH OR AFFIRMATION

Michael Lord swear or affirm that to the best of

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

SECU Brokerage Services Inc as

of June 30 20 14 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

Sigie

Chief Financial Officer

Title

This report contains check all applicable boxes

Facing Page

Statement of Financial Condition

Statement of Income Loss
Statement of Changes in Financial Condition

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

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

Information Relating to the Possession or Control Requirements Under Rule 5c3-3

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

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 5c3-3

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

consolidation

An Oath or Affirmation

copy of the SIPC Supplemental Report

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

Forconditions of confidential treatment of certain portions of this filing see section 240 7a-5e3
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CliftonLarsonAllen LLP
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CUftonLarsonAtlen

Report of Independent Registered Public Accounting Firm

To the Board of Directors

SECU Brokerage Services Inc

Raleigh North Carolina

We have audited the accompanying statement of financial condition of SECU Brokerage Services Inc the

Company as of June 30 2014 and the related statements of operations changes in stockholders equity

and cash flows for the year then ended and the related notes to the financial statements that are filed

pursuant to Rule 17a-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 of these financial

statements based on our audit

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight

Board United States 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

assessing the accounting principles used and significant estimates made by management as well as

evaluating the overall financial statement presentation We believe that our audits provide reasonable

basis for our opinion

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

financial position of SECU Brokerage Services Inc as of June 30 2014 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

The supplemental information as defined in the table of contents has been subjected to audit procedures

performed in conjunction with the audit of the Companys financial statements The supplemental

information is the responsibility of the Companys management Our audit procedures included determining

whether the supplemental information reconciles to the financial statements or the underlying accounting

and other records as applicable and performing procedures to test the completeness and accuracy of the

information presented in the supplemental information In forming our opinion on the supplemental

information we evaluated whether the supplemental information including its form and content is

presented in conformity with 17 C.F.R 240.17a-5 In our opinion the supplemental information is fairly

stated in all material respects in relation to the financial statements as whole

CliftonLarsonAllen LIP

Baltimore Maryland

August 25 2014
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SECU Brokerage Services Inc

Statement of Financial Condition

June 30 2014

2014

Assets

Cash and cash equivalents 671757

Restricted deposit with clearing organization 104821

Receivable other 12

Prepaid expenses 118931

Total Assets 895521

Liabilities

Accounts payable and accrued expenses 18163

Total Liabilities 18163

Stockholders Equity

Common stock $100 par value 100000 shares

authorized 1000 shares issued and outstanding 100000
Additional paid-in capital 840000
Accumulated deficit 62642

Total Stockholders Equity 877358

Total Liabilities and Stockholders Equity 895521

The accompanying no/es are an integral part of these financial statements

-2-



SECU Brokerage Services Inc

Statement of Operations
Year Ended June 30 2014

2014

Revenues

Service fee income

Interest income

Other income

480000
346

20140

Total Revenues

Expenses

500486

Account transaction fees

Account custodial fees

Regulatory and examination expenses

Professional fees

Liability insurance expense

Online system maintenance fees

Franchise tax expense

Other expenses

Total Expenses

Net Income

85610
50818

227499

18600

18444
23498

1328

8716

434513

65973

The accompanying notes are an integral part of these financial statements
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SECU Brokerage Services Inc

Statement of Changes in Stockholders Equity
Year Ended June 30 2014

Balance at

June 30 2013

Net income

Balance at

June 30 2014

Additional

Paid-In

Capital

Accumulated

Deficit

Common
Stock Total

100000 840000 128615 811385

-0- -0- 65973 65973

100000 840000 62642 877358

The accompanying notes are an integral part of these fInancial statements
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SECU Brokerage Services Inc

Statement of Cash Flows

Year Ended June 30 2014

2014

Cash flows from operating activities

Net income 65973

Adjustments to reconcile net income to net cash

used in operating activities

Decrease increase in assets

Restricted deposit with clearing organization 626
Receivable other

Prepaid expenses 79640
Increase in liabilities

Accounts payable and accrued expenses 5424
Total adjustments 74834

Net cash and cash equivalents used in operating

activities 8861

Net decrease in cash and cash equivalents 8861

Cash and cash equivalents beginning of year 680618

Cash and cash equivalents end of year 671757

The accompanying notes are an integral part of these financial statements
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SECU Brokerage Services Inc

Notes to Financial Statements

June 30 2014

NOTE ORGANIZATION SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES

Organization

SECU Brokerage Services Inc Company is incorporated in the State of North Carolina

as broker/dealer under the Securities and Exchange Act of 1934 The Company is

wholly-owned subsidiary of Credit Union Investment Services Inc Parent The

Company is registered with the Securities and Exchange Commission and is member of

the Financial Industry Regulatory Authority FINRA and the Securities Investor

Protection Corporation SIPC and is therefore subject to certain regulatory requirements

including maintenance of specified levels of net capital

Credit Union Investment Services Inc is wholly-owned subsidiary of State Employees

Credit Union non-profit member owned financial cooperative State Employees

Credit Union is state chartered federally insured financial cooperative which was

formed in 1937 and serves over 1.9 million members in North Carolina

Because the Company does not carry securities accounts for customers or perform

custodial functions relating to customer securities the Company is exempt from the

provisions of Rule 15c3-3 The Company has claimed exemption from the provisions of

Rule 15c3-3 under the Securities Exchange Act of 1934 in that the Companys activities

are limited to those set forth in the conditions for exemption appearing in paragraph

k2ii of Rule 15c3-3

Summaiy ofSign Ulcant Accounting Policies

The presentation 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 and

disclosure of contingent assets and liabilities at the date of the financial statements and
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SECU Brokerage Services Inc

Notes to Financial Statements

June 30 2014

the reported amounts of revenue and expenses during the reported period Actual results

could differ from those estimates

For purposes relating to the statement of cash flows the Company considers all highly

liquid debt instruments with maturity of three months or less at acquisition including

money market accounts to be cash equivalents Certain cash equivalents are restricted

and are recognized as component of restricted deposit with clearing organization on the

balance sheets

Securities transactions are recorded on trade date basis Marketable securities owned

by the Company are accounted for at fair value based on current published market prices

The operations of the Company are included in the consolidated federal income tax return

filed by the Parent Federal income taxes are calculated as if the Company filed on

separate basis and the amount of the current tax andlor benefit calculated is either

remitted to or received from the Parent

The Company accounts for deferred income taxes using the asset and liability method

Under this method deferred income taxes are recognized with certain exceptions for

temporary differences between the financial reporting basis and income tax basis of

assets and liabilities based on enacted tax rates expected to be in effect when such

amounts are realized or settled The effects of changes in tax laws or rates on deferred

tax assets and liabilities are recognized in the period that includes the enactment date

The Company records servicing fees when the services are provided and earned based on

contractual terms when amounts are determined and collectability is reasonably assured

Other types of income are recognized in the period received

-7-



SECU Brokerage Services Inc

Notes to Financial Statements

June 30 2014

The Company is organized as corporation in the State of North Carolina and is

subject to franchise tax for the privilege of doing business in this state The franchise

tax rate is $1.50 per $1000.00 of capital stock surplus and undivided profits The

minimum franchise tax is $35.00 For the year ended June 30 2014 the Companys

franchise tax expense was $1328

NOTE RESTRICTED DEPOSIT WITH CLEARING ORGANIZATION

The Company has deposited cash with Pershing LLC BNY Mellon subsidiary as

security for its transactions with them As described in the fully disclosed clearing

agreement with Pershing LLC the Company is required to maintain minimum of

$100000 in deposit account for the life of the agreement Interest is paid monthly on

the cash balances at the overnight repurchase agreement rate The balance at June 30

2014 consists of cash and cash equivalents totaling $104821

NOTE RELATED PARTY TRANSACTIONS

Credit Union Investment Services Inc Parent provides brokerage services to the

members of State Employees Credit Union SECU which owns 100% equity interest

in the Parent

The Company has entered into an expense sharing agreement with SECU Certain costs

of operation including office space and all employee salary expenses are provided to the

Company by SECU at no charge The value of the operational costs provided to the

Company by SECU under this agreement is not reflected in these financial statements

The Company has no obligation to reimburse SECU for these costs Any expenses not

identified in the agreement may be paid by SECU or passed on to the Company At June

30 2014 the Company owed SECU $0 for expenses paid on its behalf At June 30

2014 the Company was owed $0 by both the Parent and SECU During the year ended

-8-



SECU Brokerage Services Inc

Notes to Financial Statements

June 30 2014

June 30 2014 the Company incurred expenses totaling $1850 which were paid by

SECU

NOTE PREPAID EXPENSES

The Company has included prepaid insurance and registration fees in prepaid expenses

The balances are amortized over the term of the policy or registration fee

NOTE INCOME TAX

Deferred tax asset at June 30 2014 consisted of the following

2014
Benefit of net operating loss carryforward for

income tax purposes 23700

Allowance for realization of benefit 23700

Deferred tax asset recognized -0-

Management considers whether it is more likely than not that all or some portion of the

deferred tax asset will be realized The ultimate realization of the deferred tax asset is

based on consideration of available evidence including tax planning strategies and other

factors Because the Company and its related parent have not demonstrated history of

earnings management has established an allowance for the entire amount of the potential

net operating loss benefit For the year ended June 30 2014 the Company recognized $0

for income tax expense

Management has evaluated the Companys tax positions and concluded that the Company

has taken no uncertain tax provisions that would require adjustments or disclosure in the

Financial Statements to comply with the provisions of ASC Topic 740 Accounting for

Uncertainty in Income Taxes
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SECU Brokerage Services Inc

Notes to Financial Statements

June 30 2014

By statute the tax returns for the consolidated group that includes the Company are

subject to U.S federal or state tax examinations by taxing authorities for all fiscal years

ended June 30 2011 and later

NOTE NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net

Capital Rule SEC rule 15c3-1 which requires the maintenance of minimum net capital

and requires that the ratio of aggregate indebtedness to net capital both as defined shall

not exceed 15 to Net capital and aggregate indebtedness change day to

day but on June 30 2014 the Companys net capital of $758427 exceeded the minimum

net capital requirement of $50000 by $708427 and the Companys ratio of aggregate

indebtedness $18163 to net capital was 0.02 to which is less than the 15 to

maximum ratio allowed for broker/dealer

There were no reconciling differences between the audited Net Capital and Net Capital

computed pursuant to Rule 15c3-1 as reported in the Companys June 30 2014 FOCUS

Report

NOTE CONCENTRATIONS

The Company offers brokerage services to the members of SECU through Credit Union

Investment Services Inc the Parent

The Companys cash deposits are maintained at two financial institutions Balances on

deposit are insured by the National Credit Union Administration NCUA up to

$250000 Balances in excess of the NCUA limit are uninsured Deposits exceeding the

insurance limit were $227651 at June 30 2014 The total deposits held by these

institutions were $671757 at June 30 2014

10-



SECU Brokerage Services Inc

Notes to Financial Statements

June 30 2014

NOTE SUBSEQUENT EVENTS

Management evaluated subsequent events through August 25 2014 the date the financial

statements were available to be issued Events or transactions occurring after June 30

2014 but prior to August 25 2014 that provided additional evidence about conditions that

existed at June 30 2014 have been recognized in the financial statements for the year

ended June 30 2014

NOTE LEGAL PROCEEDINGS

The Company is subject to an arbitration claim filed with FINRA during 2014 In the

event of an unfavorable outcome arising from this claim the Companys estimated cost

of the claim approximates $61000 While the Company is uncertain as to the ultimate

outcome of the claim it believes its position is meritorious and it is defending its position

in the claim No liability has been accrued in the financial statements relative to this

matter

NOTE 10 OFF-BALANCE SHEET RISK

The Company operates as an introducing retail broker/dealer on fully disclosed basis

The Company does not hold customer funds or securities clearing broker/dealer is

responsible for execution collection and payment of funds and receipt and delivery of

securities related to client transactions 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

-11-



SECU Brokerage Services Inc

Notes to Financial Statements

June 30 2014

collect and authenticate funds which are passed through to the clearing broker/dealer and

verify that customer transactions are executed properly by the clearing broker/dealer

12



SECU Brokerage Services Inc

Schedule Computation of Net Capital and Aggregate Indebtedness

Under Rule 15c3-1 of the Securities Exchange Act of 1934

At June 30 2014

2014

Stockholders equity

Common stock 100000

Additional paid-in capital 840000

Accumulated deficit 62642
Total stockholders equity 877358

Less Non allowable assets

Prepaid expenses 118931

Total 118931

Net Capital 758427

Aggregate indebtedness 18163

Computation of net capital requirements

Minimum net capital requirements

2/3 percent of net aggregate indebtedness 1211

Minimum dollar net capital required 50000

Net capital required greater of above 50000

Excess net capital 708427

Percentage of aggregate indebtedness to net capital 0.02

Note There are no differences between the net capital calculation under SEC Rule 15c3-l shown

above and the June 30 2014 unaudited FOCUS report Part hA

13



SECU Brokerage Services Inc

Schedule II Computation for Determination of Reserve Requirements

Pursuant to Rule 15c3-3 of the Securities Exchange Act of 1934

computation of reserve requirements is not applicable to SECU Brokerage Services

Inc as the Company qualifies for exemption under Rule 15c3-3k2ii This rule

exempts broker/dealers who clear all transactions with and for customers on fully

disclosed basis with clearing broker or dealer
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SECU Brokerage Services Inc

Schedule III Information Relating to Possession or Control Requirements

Under Rule 15c3-3 of the Securities Exchange Act of 1934

Information relating to possession or control requirements is not applicable to SECU

Brokerage Services Inc as the Company qualifies for an exemption under Rule 15c3-3

k2ii This rule exempts broker/dealers who clear all transactions with and for

customers on fully disclosed basis with clearing broker or dealer
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SECU BROKERAGE SERVICES INC

Raleigh North Carolina

AGREED-UPON PROCEDURES SIPC-7

June 30 2014
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CliftonLarsonAllen

Independent Accountants Report

Board of Directors

SECU Brokerage Services Inc

Raleigh North Carloina

In accordance with Rule 17a-5e4 of the Securities Exchange Act of 1934 we have performed the

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

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

Corporation SIPC for the year ended June 30 2014 which were agreed to by SECU Brokerage Services

Inc the Company the Securities and Exchange Commission Financial Industry Regulatory Authority

Inc and the SIPC collectively the specified parties solely to assist you and the other specified parties

in evaluating the Companys compliance with the applicable instructions of the General Assessment

Reconciliation Form SIPC-7 SECU Brokerage Services management is responsible for the Companys

compliance with those requirements This agreed-upon procedures engagement was conducted in

accordance with attestation standards established by the American Institute of Certified Public Accountants

The sufficiency of these procedures is solely the responsibility of those parties specified in this report

Consequently we make no representation regarding the sufficiency of the procedures described below

either for the purpose for which this report has been requested or for any other purpose The procedures

we performed and our findings are as follows

Compared the listed assessment payments on page items 2B and 2F of Form SIPC-7 with the

respective cash disbursement records including bank statements cash disbursement journals

and copies of checks as follows

Payment on page line 2B of Form SIPC-7 dated February 2014 in the amount of $600.78

was compared to the general ledger detail report printed on August 2014 the February

2014 bank statement and the check copy

No differences were noted

Payment on page line 2F of Form SIPC-7 dated August 2014 in the amount of $600.08

was compared to the general ledger detail report printed on August 2014 August 2014

transaction history and the check copy

No differences were noted

Compared the amounts reported on the audited Form X-17A-5 for the year ended June 30 2014 as

applicable with the amounts reported in Form SIPC-7 forthe year ended June 30 2014

No differences were noted

NEXIA MirKent nat ci AaInrtici
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Compared all adjustments reported in Form SIPC-7 with the supporting schedules and working papers

including the general ledger detail noting any differences

Compared the deduction on page item 2c from the distribution of shares of

registered open end investment company or unit investment trust from the sale of variable

annuities from the business of insurance from investment advisory services rendered to

registered investment companies or insurance company separate accounts and from

transactions in security futures products of $20141 with the general ledger detail as of June

30 2014

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

schedules and working papers including the general ledger detail

Recalculated the mathematical accuracy of the SIPC Net Operating Revenues on page line

2d and the General Assessment on page line 2e of the attached Form SIPC-7 amounting to

$480345 and $1200.86 respectively

No differences were noted

Compared any amount of overpayment applied if any to the current assessment with the Form SIPC

7T on which it was originally computed

None found

We were not engaged to and did not conduct an examination the objective of which would be the expression

of an opinion on compliance Accordingly we do not express such an opinion Had we performed additional

procedures other matters might have come to our attention that would have been reported to you

This report is intended 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

CliftonLarsonAllen LIP

Baltimore Maryland

August 25 2014



SECURITIES INVESTOR PROTECTION CORPORATION
P.O Box 92185 Washington D.C 20090-2185

202-371-8300

General Assessment Reconciliation

For the fiscal year ended 6130/2014

Read carefully the instructions in your Working Copy before completing this Form

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

Name of Member address Designated Examining Authority 1934 Act registration no and month in which fiscal year ends for

purposes of the audit requirement of SEC Rule 17a-5

General Assessment item 2e from page

Less payment made with SIPC-6 filed exclude interest

Date Paid

Less prior overpayment applied

Assessment balance due or overpayment

Note If any of the information shown on the

mailing label requires correction please e-mail

any corrections to form@sipc.org and so

indicate on the form fifed

Name and telephone number of person to

contact respecting this form

___I PL Di

Interest computed on late payment see instruction for days at 20% per annum

Total assessment balance and interest due or overpayment carried forward

PAID WITH THIS FORM
Check enclosed payable to SIPC

Total must be same as above

Overpayment carried forward

Subsidiaries and predecessors included in this form give name and 1934 Act registration number

The SIPC member submitting this form and the

person by whom it is executed represent thereby

that all information contained herein is true correct

and complete

Dated the day of_________________ 2OfLj

Dates ___________
Postmarked

Lu

Calculations _________
Lu

Exceptions

Disposition of exceptions

Received Reviewed

Documentation _________ Forward Copy

SIPC-7

33-REV 7/10

SIPC-7

33-REV 710

037927 FINRA JUN

SECU BROKERAGE SERVICES INC

SECU BROKERAGE SERVICES

P0 BOX 26807

RALEIGH NC 27611-6807

\oo

000c

ea-
Name at Corporation Partnefhip or other organizationc- /2t

Authorized Sigeature

VP -v

tWO-

This form and the assessment payment is due 60 days after the end of the fiscal year Retain the Working Copy of this form

for period of not less than years the latest years in an easily accessible place

Title

fr n1Jp$



Item No
2a Total revenue FOCUS Line 12/Part IA Line Code 4030

2b Additions

Total revenues from the securities business of subsidiaries except foreign subsidiaries and

predecessors not included above

Net loss from principal transactions in securities in trading accounts

Net loss from principal transactions in commodities in trading accounts

Interest and dividend expense deducted in determining item 2a

Net loss from management of or participation in the underwriting or distribution of securities

Expenses other than advertising printing registration fees and legal fees deducted in determining net

profit
from management of or participation in underwriting or distribution at securities

Net toss from securities in investment accounts

Total additions

Deductions in excess of $100000 require documentation

Total interest and dividend expense FOCUS Line 22/PART IA Line 13

Code 4075 pIus line 2b4 above but not in excess

of total interest and dividend income

ii 40% of margin interest earned on customers securities

accounts 40% of FOCUS me Code 3960

Enter the greater of line or ii

Total deductions

2d SIPC Net Operating Revenues

2e General Assessment .0025

DETERMINATION OF SJPC NET OPERATING REVENUES
AND GENERAL ASSESSMENT

Amounts for the fiscal period

beginning 7/1/2013

and ending 6130/2014

Eliminate cents$_--

2c Deductions

Revenues from the distribution of shares of registered open end investment company or unit

investment trust tram the sale at variable annuities from the business at insurance from investment

advisory services rendered to registered investment companies or insurance company separate

accounts and from transactions in security futures products

Revenues from commodity transactions

Commissions floor brokerage and clearance paid to other SIPC members in connection with

securities transactions

Reimbursements for postage in connection with proxy solicitation

Net gain from securities in investment accounts

100% of commissions and markups earned from transactions in certificates of deposit and

ii Treasury bills bankers acceptances or commercial paper that mature nine months or less

tram issuance date

Direct expenses at printing advertising and legal fees incurred in connection with other revenue

related to the securities business revenue defined by Section 169L of the Act

Other revenue not related either directly or indirectly to the securities business

See Instruction

c\\

cD

\-\\

to page line 2.A


