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Lehrman Flom Co
Certified Public Accountants Consultants

Arnold Lehrman CPA

600 Highway 169 South Suite 820 Harvey Flom CPA

Minneapolis MN 55426 Miles Locketz CPAABV

952-546-5306 fax 952-546-8882 Stephen Exley CPACFP

www.lehrmanflom.com Stanley Eisenberg CPA

Nancy Lehrman CPA

Arthur Summerfield CPA

Independent Auditors Report 1938-2005

Morris Lehrman CPA

1920-2002

The Board of Directors

Recom Securities Inc

8501 Westmoreland Lane

Minneapolis Minnesota 55426

We have audited the accompanying statements of financial condition of Recom Securities Inc

Minnesota corporation as of June 30 2009 and 2008 and the related statements of income loss

changes in shareholders equity and cash flows for the years 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 audits

We conducted our audits 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 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 Recom Securities Inc at June 30 2009 and 2008 and the results of its operations and its cash

flows for the years then ended in conformity with accounting principles generally accepted in the United

States of America

44me.v

October 30 2009



RECOM SECURITIES INC

STATEMENTS OF FINANCIAL CONDITION

June 30 2009 and 2008

2009 2008

ASSETS

Cash and cash equivalents 125657 112564

Receivables from clearing organization and other 25485 30271

Loans receivable officers 273000 315000

Marketable securities owned 6247 19800

Refundable income taxes 2144 1945

Property and equipment at cost less accumulated

depreciation of $48599 June 30 2008

Other assets
400 400

432933 479980

LIABILITIES AND SHAREHOLDERS EQUITY

Accounts payable and accrued expenses 7736 10118

Total liabilities 7736 10118

Common stock par value $.10 per share

Authorized 25000 shares

Issued and outstanding 2000 shares 200 200

Additional paid-in capital 19800 19800

Retained earnings 405197 449862

Total shareholders equity 425197 469862

432933 479980

See accompanying notes
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RECOM SECURITIES INC

STATEMENTS OF INCOME LOSS
Years Ended June 30 2009 and 2008

2009 2008

REVENUES
Commissions and principal transactions 533251 713712

Interest 120331 208250

653582 921962

EXPENSES

Employee compensation and benefits 276305 370474

Clearing costs 126128 189049

Occupancy and equipment rental 91104 117333

Taxes other than income taxes 16585 24547

Other operating expenses 431788 215914

941910 917317

INCOME LOSS FROM OPERATIONS 288328 4645

Gain on sale of customer accounts 243763

INCOME LOSS BEFORE INCOME TAXES 44565 4645

Income taxes 100 1326

NET INCOME LOSS 44665 3319

See accompanying notes

-3-



RECOM SECURITIES INC

STATEMENTS OF CHANGES IN SHAREHOLDERS EQUITY

Years Ended June 30 2009 and 2008

Additional

Common Paid-in Retained

Stock Capital Earnings Totals

BalancesatJune30 2007 200 19800 446543 466543

Netincome-2008 3319 3319

BalaricesatJune30 2008 200 19800 449862 469862

Net loss 2009 44665 44665

Balances at June 30 2009 200 19800 405197 425197

See accompanying notes
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RECOM SECURITIES INC

STATEMENTS OF CASH FLOWS

Years Ended June 30 2009 and 2008

2009 2008

ASSETS

Cash and cash equivalents 125657 112564

Receivables from clearing organization and other 25485 30271

Loans receivable officers 273000 315000

Marketable securities owned 6247 19800

Refundable income taxes 2144 1945

Property and equipment at cost less accumulated

depreciation of $48599 June 30 2008

Other assets 400 400

432933 479980

LIABILITIES AND SHAREHOLDERS EQUITY

Accounts payable and accrued expenses 7736 10118

Total liabilities 7736 10118

Common stock par value $.10 per share

Authorized 25000 shares

Issued and outstanding 2000 shares 200 200

Additional paid-in capital
19800 19800

Retained earnings 405197 449862

Total shareholders equity 425197 469862

432933 479980

See accompanying notes
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RECOM SECURITIES INC

NOTES TO FINANCIAL STATEMENTS

NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES

Nature of Business The Company is discount commission broker-dealer registered with the

Securities and Exchange Commission Its business consists primarily of soliciting and servicing

customer accounts which are introduced on fully disclosed basis to carrying broker-dealer The

Company does not carry customer accounts or effect transactions on principal basis Income is

derived primarily from commissions on introduced business Prior to the sale of its customer accounts

on April 30 2009 the Company conducted its business from offices in Minneapolis MN and Chicago

IL See note The Company remains licensed broker-dealer with licenses to operate in 39 states

and Washington DC

Marketable Securities Owned Marketable securities are valued at market value except for those

securities that are not readily marketable which are valued at fair value as determined by

management

Commission Income and Clearing Costs Commission income and related clearing expenses are

recorded on trade date basis as securities transactions occur

Advertising Costs The Company does not engage in direct-response advertising All advertising costs

are charged to operations as incurred and were $9511 and $10555 for the years ended June 30 2009

and 2008 respectively

Depreciation The Company records depreciation of equipment by use of accelerated methods of

computation

Statements of Cash Flows For purposes of the statements of cash flows the Company considers

liquid debt instruments purchased with an original maturity of three months or less to be cash

equivalents

Use of Estimates The preparation of financial statements in conformity with generally accepted

accounting principles requires management to make estimates and assumptions that affect certain

reported amounts and disclosures Accordingly actual results could differ from those estimates

LOANS RECEIVABLE OFFICERS

This is an unsecured demand note due from the sole shareholder of the Company with an annual

interest rate of .75% The prior years receivable was non-interest bearing note due from an officer

employee of the Company

-6-



RECOM SECURITIES INC

NOTES TO FINANCIAL STATEMENTS CONTINUED

RETIREMENT PLAN

The Company has defined contribution profit sharing plan covering all full-time employees of the

Company who have completed one year of service and are age 21 or older Contributions to the Plan

are determined each year by the Board of Directors For the years ended June 30 2009 and 2008

contributions were $-0-

COMMITMENTS

The Company occupied office space on month to month basis in Minneapolis and pursuant to lease

agreement in Chicago that expires December 2010 The agreements provide for basic monthly rentals

plus pro rata share of operating costs and real estate taxes In addition the Company has various

rental agreements primarily month-to-month for office equipment Rentals under all agreements

amounted to $91104 and $117333 for the years ended June 30 2009 and 2008 respectively

At June 30 2009 future basic rentals on the Chicago lease are as follows

Yearending June 30 2010 16800

2011 8400

25200

NET CAPITAL REQUIREMENT

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 At June 30 2009 the

Company had net capital of $148716 which was $48716 in excess of its required net capital of

$100000 The Companys net capital ratio was .05 to

-7-



RECOM SECURITIES INC

NOTES TO FINANCIAL STATEMENTS CONTINUED

INCOME TAXES

The provision for income taxes consists of the following

June 30

2009 2008

Current

Federal 1026

States 100 895

Realized tax benefit due to net operating loss

carryover 595

100 1326

In 2009 and prior years the Company incurred net operating losses that are available for carryforward

to future years Due to the uncertainty as to the use of these carryforwards an income tax benefit has

not been recorded as deferred tax asset since it is totally offset by valuation allowance

At June 30 2009 net operating losses in the amounts of $41000 federal $170000 Minnesota and

$24000 Illinois are available for carryforward to offset future taxable income These carryovers expire

between the years ending June 30 2017 and 2029 The deferred tax benefit of these losses is

$23000

CONCENTRATION OF CREDIT RISK

Financial instruments that could potentially subject the Company to credit risk include cash on deposit

with financial institutions that exceed amounts insured by the Federal Deposit Insurance Corporation

At June 30 2009 and 2008 uninsured amounts were $0 and $20000 respectively

FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET RISK

In the normal course of business the Companys activities primarily involve executions settlement and

financing of various securities transactions through clearing organization This may expose the

Company to risk in the event the clearing organization is unable to fulfill its contractual obligations

The Company is exposed to off-balance sheet risk of loss on unsettled transactions in the event

customers are unable to fulfill contractual obligations within three business days after trade date

-8-



RECOM SECURITIES INC

NOTES TO FINANCIAL STATEMENTS CONCLUDED

SALE OF BUSINESS AND NON COMPETE AGREEMENT

On April 30 2009 the customer accounts of Recom Securities Inc the Company were sold to York

Securities Inc York for base purchase price of $250000 In addition York will pay the Company

additional amounts of $350000 provided certain contingencies are met within the three year period

ending April 30 2012 As of June 30 2009 $20000 of the contingent purchase price has been met

Merle Levitt sole shareholder of the Company and the Company have agreed not to compete with

York in the sale of marketable securities to the public during the period ending April 30 2012

-9-



Lehrman Flom Co RL.L.R

Certified Public Accountants Consultants
Arnold Lehrman CPA

600 Highway 169 South Suite 820 Harvey Flom CPA

Minneapolis MN 55426 Miles Locketz CPAABV

952-546-5306 fax 952-546-8882 Stephen Exley CPACFP

www.lehrmanflom.com Stanley Eisenberg CPA

Nancy Lehrman CPA

Arthur Summerfield CPA

Independent Auditors Report on Supplementary Information
19382005

Required by Rule 7a-5 of the Securities and Exchange Commission Morris Lehrman CPA

1920-2002

The Board of Directors

Recom Securities Inc

8501 Westmoreland Lane

Minneapolis Minnesota 55426

We have audited the accompanying financial statements of Recom Securities Inc as of and for the years

ended June 30 2009 and 2008 and have issued our report thereon dated October 30 2009 Our audits

were conducted for the purpose of forming an opinion on the basic financial statements taken as whole

The information contained in the accompanying pages 11 and 12 is presented for purposes of additional

analysis and is not required part of the basic financial statements but is supplementary information

required by rule 7a-5 under the Securities Exchange Act of 1934 Such information has been subjected to

the auditing procedures applied in the audits 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

4nger

October 30 2009
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RECOM SECURITIES INC

COMPUTATIONS PURSUANT TO RULE 15c3-1

June 30 2009

NET CAPITAL

Total shareholders equity qualified for net capital 425197

Deductions and/or charges

Non-allowable assets

Loan receivable officer 273000
Refundable income taxes 2144
Other assets 400

Net capital before haircuts on securities positions tentative net capital 149653

Haircuts on trading and investment securities

Marketable securities 937

Net capital 148716

AGGREGATE INDEBTEDNESS

Items included in statement of financial condition

Accounts payable and accrued expenses 7736

Total aggregate indebtedness 7736

Ratio Aggregate indebtedness to net capital .05 to

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Minimum net capital required 515

Minimum dollar net capital requirement of reporting broker or dealer 100000

Excess net capital 48716

Excess net capital at 1000% 147942

RECONCILIATION WITH COMPANYS COMPUTATION

Included in Part II of Form X-17a-5 as of June 30 2009

Net capital as reported in Companys Part II unaudited FOCUS report 148716

Net capital per above 148716
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RECOM SECURITIES INC

COMPUTATION FOR DETERMINATION OF RESERVE

REQUIREMENTS UNDER RULE 15c3-3

June 30 2009

Recom Securities Inc is exempt from the requirement under rule 15c3-3k2ii as follows

All customer transactions were cleared through another broker-dealer on fully disclosed basis The

clearing firm is Ridge Clearing and Outsourcing Solutions Inc

-12-
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Lehrman Flom Co RL.L.P

Certified Public Accountants Consultants
Arnold Lehrman CPA
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Independent Auditors Report on Internal Control

Required by SEC Rule 7a-5g1for Broker-Dealer

Claiming an Exemption from SEC Rule 15c3-3

Board of Directors

Recom Securities Inc

Minneapolis Minnesota

In planning and performing our audit of the financial statements of Recom Securities Inc the

Company as of and for the year ended June 30 2009 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 17a-5g in

making the periodic computations of aggregate indebtedness or aggregate debits 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
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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

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

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 control

deficiency or combination of control deficiencies that adversely affects the entitys ability to

initiate authorize record process or report financial data reliably in accordance with generally

accepted accounting principles such that there is more than remote likelihood that

misstatement of the entitys financial statements that is more than inconsequential will not be

prevented or detected by the entitys internal control

material weakness is significant deficiency or combination of significant deficiencies that

results in more than remote likelihood that material misstatement of the financial statements

will not be prevented or detected by the entitys internal control

Our consideration of internal control was for the limited purpose described in the first and

second paragraphs and would not necessarily identify all deficiencies in internal control that

might be material weaknesses We did not identify any deficiencies in internal control and

control activities for safeguarding securities that we consider to be material weaknesses as

defined previously

We understand that practices and procedures that accomplish the objectives referred to in the

second paragraph of this report are considered by the SEC to be adequate for its purposes in

accordance with the Securities Exchange Act of 1934 and related regulations and that practices

and procedures that do not accomplish such objectives in all material respects indicate

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 June 30 2009 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

h4me.v

October 30 2009


