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

O (a) Facing Page.

O b Statement of Financial Condition.

O (¢} Statement of [ncome (Loss).

O (d) Statement of Changes in Financial Condition.

0 (e) Statement of Changes in Stockholders’ Equity or Partners™ or Sole Proprictors”™ Capital.

O (O Statement of Changes in Liabilities Subordinated to Claims of Creditors.

O (g) Computation of Net Capital.

O (h)y Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

O (i) Infonmation Relating to the Possession or Control Requirements Under Rule 15¢3-3.

O () A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule [5¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

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

O ) An Oath or Affirmation.

O (m) A copy of the SIPC Supplemental Report,

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

Board of Directors
W.F.C.G. Securities, Inc.
Spokane, Washington

We have audited the accompanying statement of financial condition of W.F.C.G.
Securities, Inc. as of December 31, 2006 and 2005, and the related statements of operations,
changes in stockholder’s equity, and cash flows for the years then ended that you are filing
pursuant to Rule 17a-3 under the Securities Exchange Act of 1934. These financial
statements are the responsibility of the Company's management. Our responsibility is to
express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted 1n the
United States. Those standards require that we plan and perform the audit to obtain
rcasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as
evaluating the overall financiai statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all matenal
respects, the financial position of W.F.C.G. Securities, Inc. as of December 31, 2006 and
2005 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.

Mo, M ki, < Aeenird PS5,

February 15, 2007
Spokane, Washington




W.F.C.G. SECURITIES, INC.

STATEMENT OF FINANCIAL CONDITION

December 3], 2006 and 2003

ASSETS

Cash

Commissions receivable
Federal income tax receivable
Officer advance

Receivable from related party
Marketable securities owned
Property and equipment

LIABILITIES AND STOCKHOLDER'S EQUITY

Bank overdraft
Business taxes payable

Stockholder's equity:
Common stock, $1 par value:
Authorized, 100 shares;
Issued and outstanding, 80 shares
Additional paid-in capital
Retained earnings

The accompanying notes are an integral
part of the financial statements.

-

{06 20035
$ 28,303 $ 91
13,681 13,692
2,644 4,500
46,161 44 084
12,237 12,237
62,824 74,539
5.567 6
$171.417 § 140 149
$ 2,758
3 739 812
739 3.570
80 80
6,280 6,280
164.318 139.219
170.678 145.579
$171.417 $ 149 149




W.F.C.G. SECURITIES, INC.

STATEMENT OF INCOME

for the years ended Deceniber 31, 2006 and 2005

Revenues:
Commissions
Investment gain
Interest/dividend income

Expenses:
Officer's compensation and payroll taxes
Retirement plan contribution
Regulatory fees
Business taxes and licenses
Professional fees
Travel expenses
Office supplies
Promotion
Depreciation

Income before federal income taxes
Federal income taxes

Net income

The accompanying notes are an integral
part of the financial statements.

-3-

20006 005
$ 189,405 $ 188,423
3,078 256
5,784 4314
198.267 192.993
137,383 179,186
18,295
4,801 3,738
2,854 2,844
4,960 4,560
250
470 741
1,400
299 12
170,712 191,081
27,555 1,912
2,456
$ 25,099 $ 1,912




W.F.C.G. SECURITIES, INC.

STATEMENT OF CHANGES IN STOCKHOLDER'S EQUITY
for the vears ended December 31, 2006 and 2003

Additional Total
Common Stock Paid-in Retained  Stockholder's

Shares Amount Capital Earnings Equity
Balances, January 1, 2005 80 § 80 § 6,280 $ 137307 $ 143,667
Net income 1,912 1,912
Balances, December 31, 2005 80 80 6,280 139219 145,579
Net income 25,099 25,099
Balances, December 31, 20006 80 $ 80 § 6,280 § 164318 % 170,678

The accompanying noles are an integral
part of the financial statements.
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W.F.C.G. SECURITIES, INC,

STATEMENT OF CASH FLOWS

for the years ended December 31, 2006 and 2005

Cash flows from operating activities:
Net Income
Adjustments to reconcile net income to net
cash used in operating activities:
Depreciation
Change in assets and liabilities:
Commissions receivable
Federal income tax receivable
Officer advance
Receivables from related party, net
Marketable securities owned, net
Bank overdraft
Business taxes payable
Net cash provided by (used in) operating activities

Cash flows from investing activities:
Purchase of equipment

Net increase (decrease) in cash
Cash at beginning of year
Cash at end of year

Supplemental schedule of cash paid for:
Income taxes

The accompanying notes are an integral
part of the financial statements.

-5-

2006 2005

$ 25099 § 1912

299 12

11 214

1,856 809

(2,077) (1,329)

(2,237)

11,715 (3,239)

(2,758) 2,758

(73) 143

34,072 (957)
(5,860)

28,212 (957)

91 1,048

S 28303 § 9]

$ 600 $ 1,000




W.F.C.G. SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS

The Company and Significant Accounting Policies:

The Company was incorporated under the laws of the State of Washington on September 14,
1993 (o operate as a broker/dealer engaging in mutual fund transactions. The Company does not
carry security accounts for customers or perform custodial functions relating to customer
securities. The Company's office is located in Spokane, Washington.

The Company 1s engaged in various trading and brokerage activities with counterparties that
primarily include broker/dealers, banks, and other financial institutions. In the event
counterparties do not fulfill their obligations, the Company may be exposed to risk. The risk of
default depends on the creditworthiness of the counterparty or issuer of the instrument. It is the
Company’s policy to review, as necessary, the credit standing of each counterparty.

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States requires management 1o make estimates and assumptions that
affect certain reported amounts of assets and liabilities and 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.

Marketable securities that are owned by the Company are stated at market value. The resulting
difference between cost and market value (or fair value) is included in income.

Property and equipment are recorded at cost. Depreciation is computed using the straight line
and accelerated methods over estimated useful lives of the assets.

Commission revenue on mutual fund transactions is recorded on a trade date basis.

Segregated Cash:

The Company maintains a central registration depository (CRD) account which is used for fees
charged to the Company by the NASD. At December 31, 2006 and 2005 there was $289 and
§91, respectively in the segregated cash account. The amount is included in cash on the
financial statements. There is no minimum balance required in this reserve account at
December 31, 2006 and 2005.

Continued
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3.

W.F.C.G. SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS, Continued

Property and Equipment:

Property and equipment as of December 31, 2006 and 2005 is summarized as follows:

2006 2005
Office equipment $24,221 518,361
Less accumulated depreciation 18,654 18.355
5_5.567 S_6

Net Capital Requirements:

The Company is subject to the Securities and Exchange Uniform Net Capital Rule (SEC Rule
15¢3-1), which requires the maintenance of minimum net capital of $5,000 and requires that the
ratio of aggregate indebtedness to net capital shall not exceed 15 to 1. Net capital and the
related net capital ratio will fluctuate on a daily basis. The Company had net capital of $80,023
and $59,926 at December 31, 2006 and 2005, respectively. The Company’s net capital ratio was
.01 to 1 and .06 to 1 at December 31, 2006 and 2005, respectively.

Retirement Plan:

The Company has adopted the Northern Capital Management, Inc., Profit Sharing Plan and
Trust as a participating employer with Northern Capitai Management, Inc., arelated entity. The
plan covers all eligible employees of both companies and includes a 401(k) provision.
Employees can defer up to100% of compensation with the Company matching the participant’s
deferral up to the first 3% of compensation and 50% of the next 2% of compensation. W.F.C.G.
Securities, Inc. made a contribution to the plan for the year ended December 31, 20006 in the
amount of $18,295. No contribution was made for the year ended December 31, 2003,

Continued
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W.F.C.G. SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS, Continued

Related Party Transactions:

The Company has shared payroll expenses with Northern Capital Management, Inc., which is
owned 100% by the stockholder of W.F.C.G. Securities, Inc. At December 31, 2006 and 2005
the Company had a receivable due from Northern Capital Management, Inc., in the amount of
$12,237 and $12,237, respectively. The total expenses reimbursed by the Company to Northern
Capital Management, Inc. were $155,678 and $179,186 for the years ended December 31, 2006
and 2005, respectively.

Federal Income Taxes:

Differences between actual federal income taxes and anticipated federal income taxes at
statutory rates result principally from nondeductible expenses for federal income tax purposes.
The Company incurred a net operating loss of $25 for the year ended December 31, 2005,
resulting in a $4 income tax benefit for the year ended December 31, 2006. Federal income tax
expense for the year ended December 31, 2006 was $2,456. The Company also has an unused
capital loss carryforward of $36,697 which expires in 2007. This capital loss carryforward can
only be used to offset realized capital gains. Accordingly, a deferred tax asset has not been
recognized.
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INDEPENDENT AUDITORS’ REPORT ON SUPPLEMENTARY
INFORMATION REQUIRED BY RULE 17a-5 OF THE
SECURITIES AND EXCHANGE COMMISSION

Board of Directors
W.F.C.G. Securilies, Inc.
Spokane, Washington

We have audited the accompanying financial statements of W.F.C.G. Securities, Inc. as of
and for the year ended December 31, 2006 and have issued our report thereon dated
February 15, 2007. Our audit was conducted for the purpose of forming an opinion on the
basic financial statements taken as a whole. The information contained in Schedules 1, 2,
and 3 are presented for purposes of additional analysis and is not a required part of the basic
financial statements, but is supplementary information required by Rule 17a-5 under the
Securities and Exchange Act of 1934, Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, is fairly
stated in all material respects in relation to the basic financial statements taken as a whole.

MIDM;J,M-EVJ«&M, “W.ﬂg-

February 15, 2007
Spokane, Washington




W.F.C.G. SECURITIES, INC,

SCHEDULE 1
COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION
December 31. 2006

Net capital:
Stockholder's equity:
Common stock $ 80
Additional paid-in capital 6,280
Retained earnings 164.318
Total stockholder's equity § 170,678
Deductions:
Non-allowable assets:
CRD cash account 289
Commission receivables 13,681
Federal income tax receivable 2,644
Officer advance 46,161
Receivable from related party 12,237
Property and equipment 5.567
80,579
Net capital before haircut on securities position 90,099
Haircuts on securities 10,076
Net capital 80,023
Minimum net capital required 5,000
Excess net capital § 75,023

Aggregate indebtedness:
Business taxes payable h) 739

Ratio of aggregate indebtedness to net capital Jltol

-10-




W.F.C.G. SECURITIES, INC.

SCHEDULE 2
COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
UNDER RULE 15¢3-3 OF THE SECURITIES AND EXCHANGE COMMISSION
December 31, 2006

W.F.C.G. Securities, Inc. is exempt from Rule 15¢3-3.




W.F.C.G. SECURITIES, INC.

SCHEDULE 3
RECONCILIATION WITH COMPANY'S COMPUTATION OF NET
CAPITAL INCLUDED IN PART Iif OF FORM X-17A-5

December 31, 2006

Net capital:

Net capital as reported on FOCUS REPORT $ 77,524
Audit adjustments:

Decrease in payable to related party 2,500

Rounding (1)
Net capital which should have been reported S 80,023
Net capital as computed on page 10 S 80,023
Aggregate indebtedness:
Aggrepate indebtedness as reported on FOCUS REPORT S 3,239
Audit adjustments:

Decrease in payable to related party (2,500
Aggregate indebtedness which should have been reported $ 739
Aggregate indebtedness as computed on page 10 S 739

_12-
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROLS
REQUIRED BY SECURITIES AND EXCHANGE COMMISSION RULE 17a-5

Board of Directors
W.F.C.G. Securities, Inc.
Spokane, Washington

In planning and performing our audit of the financial statements and supplemental
schedules of W.F.C.G. Securities, Inc. as of and for the year ended December 31, 2006, in
accordance with auditing standards generally accepted in the Untied States, we considered
the Company’s internal control over financial reporting (internal control) as a basis for
designing our auditing procedures for the purpose of expressing our opinion on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness
of the Company’s internal control. Accordingly, we do not express an opinion on the
effectiveness of the Company’s internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC),
we have made a study of the practices and procedures followed by the Company including
consideration of control activities for safeguarding securities. This study included tests of
such practices and procedures that we considered relevant to the objectives stated in ruie
17a-5(g) in making the periodic computations of aggregate indebtedness (or aggregate
debits) and net capital under rule 17a-3(a)(11) and for determining compliance with the
exemptive provisions of rule 15¢3-3. Because the Company does not carry securities
accounts for customers or perform custodial functions relating to customer securities, we
did not review the practices and procedures followed by the Company in any of the
following:

1. Making quarterly securities examinations, counts, verifications, and comparisons and
recordation of differences required by rule 17a-13

2. Complying with the requirements of for prompt payment for securities under Section 8
of Federal Reserve Regulation T of the Board of Governors of the Federal Reserve
System

The management of the Company is responsible for establishing and maintaining 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 SEC’s above-mentioned objectives. Two of the objectives of
internal control and the practices and procedures are to provide management with
reasonable but not absolute assurance that assets for which the Company has responsibility
are safeguarded against loss from unauthorized use or disposition and that transactions are

Continued
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Board of Directors
W.F.C.G. Securities, Inc.

executed in accordance with management’s authorization and recorded properly to permit
the preparation of financial statements in conformity with generally accepted accounting
principles. Rule 17a-5(g) 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.

A control deficiency exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent or detect misstatements on a timely basis. A significant deficiency is a control
deficiency, or a combination of control deficiencies, that adversely affects the entity’s
ability to initiate, authorize, record, process, or report financial data reliably in accordance
with generally accepted accounting principles such that there is more than a remote
likelihood that a misstatement of the entity’s financial statements that is more than
inconsequential will not be prevented or detected by the entity’s 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 above.

We understand that practices and procedures that accomplish the objectives referred to in
the second paragraph of this report are considered by the SEC to be adequate for its
purposes in accordance with the Securities Exchange Act of 1934 and related regulations,
and that practices and procedures that do not accomplish such objectives in all material
respects indicate a material inadequacy for such purposes. Based on this understanding and
on our study, we believe that the Company’s practices and procedures, as described in the
second paragraph of this report, were adequate at December 31, 2006, to meet the SEC’s
objectives.

This report is intended solely for the use of management, the SEC, the New York Stock
Exchange and other regulatory agencies that rely on Rule 17a-5(g) under the Securities

Exchange Act of 1934 in their regulation of registered brokers and dealers, and is not
intended to be and should not be used by anyone other than these specified parties.

M':)wlj,/(’l"kl’o&a(, ‘LJMM/ P i

February 15, 2007
Spokane, Washington
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