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OATH OR AFFIRMATION

1, JAMES 5. SCHMITT

, swear {or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
WESTCOUNTRY FINANCIAL

, as
of DECEMBER 31, _,2006 , are true and correct, | further swear {or affirm) thai

neither the company nor any partner, proprictor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

|
(] A\ A&
§:§.Q\\’EO (:’\z,,’ / Signature
SONOTARYT 2 AloreseTvesh ouwel
: P E Titk
,, R Y COMMISSION EXPIRES 12/01/2007

. m 0\ W .

This report ** cotdlld%check all applicable boxes):

B (a) Facing Page.

™ (b) Statement of Financial Condition,

Bl (c) Statement of Income (Loss).

[ (d) Statement of Changes in Financial Conditien.

A (e) Statement of Changes in Stockholders” Equity or Partners’ or Sole Proprietors’ Capital.

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

B (g) Computation of Net Capital.

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

@ (i) Information 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 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

a

(]

&l

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

(1) An Oath or Affirmation.
{m) A copy of the SIPC Supplementa! Report.
{n} A reportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit,

** For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Independent Audltors Report S e .

‘i

o We have audited the accompanyrng statement of tlnancral condmon of. Westcountry Flnanmal as ot

December 31,-2006 statements of-i iincome.and changes in financial condmon for the year then ended. -

" These'financial statements are the responsmlllty of the Company s management Our responsﬁ:nlnty is to .

" express an opmlon on these flnanc1al statements based on our audut

- R

*We conducted our aud:t in accordance W|th audrtlng standards generally accepted in the Unlted 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 a test basis, evidence supporting the amounts and disclosures in the financial statements. An. audit
.’ . alsoincludés assessing the accounting principles used and S|gn|t|cant estlmates made by management
" .+ as well ds evaluating the overall financial statement presentatlon We belleve that our audtt provndes a

reasonable basas for our oplnlon SRt el

- - E — - L

‘ In-our opinion, the flnandal statements referred to above present falrly, in all matenal respects the

financial position of ‘Westcountry Financial as of December 31, 2006, and the results of its. operations
and changes in its fmanmal condition for the year.then ended in conformlty wsth accountlng pnnmples

- . generally accepted in the Unrted States ot Amenca

In connectlon wrth our exam|nat|on we have also examtned the supplementary schedules on: pages 3, 4
6, and 7 of the Financial and Operatlon Combmed Uniform Single Report, PartliA, as. prescnbed in Rule

+ 17a-5.0f the General Rules and Ftegulatlons of the-Securities and- Exchange Commlssmn Further, v_ve :

o COmmISSIOI'I

February 28 2007

have determined that the reconciliation pursuant.of Rule 17a:5 (d) (4) is not necessary We also
détermined that. Westcountry Financial during the period ended December.31, 2006 was in compluance
- with the exemptlve provisions of Rulé 15c¢- 3-3, (k) (2) (A)in that it carried no.margin accounts; handled

~ no customer funds or securities, and held no funds or secuntles for ,.nor owed. money or securities to; its”
- _customers. In our opinion; the’ supplementary schedules’ examined by us at December 31, 2006, present

fairly the information included thereln in conformlty with the rules of the Secuntles and Exchange
e :'aéwa, zﬁaﬂww : /Wi»«w st

iCertlfled Publlc Accountants
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| (562) $94-5866 *-(877) 310:-1040" ¢ fx: (562) 5947944 » 6700 East Pacific Const Highivay * Suité 230 .+ Long Beach, Californid 90803




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART liA

BROKER OR DEALER : N 3
: LLET L]

B ' STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING AND
‘ : CERTAIN OTHER BROKERS OR DEALERS
|

asof (MMDBYY) 12/31/06 90
SECFLEND. 8—-29946 98
Consolidated 188
Unconsolidate 199
Allowable Non-Allowahle Total
1. Cash .. R - 7,500 [200] s7,500 [750
2. Recelvahles fmm bmkers or dealers
A. Clearance account................ e % 5,043/ 205
B. Other .. . 300 | § 550 | 5,043 a10
3. Receivable from non-cusmmers ass | 652,108 606 | 7652,108 830
4. Securities and spot commodllles
owned at market value:
A, Exempted securities ..o 418
B. Debisecurities .........ccoen..n. 419
C. Options......cccvue. 420
D. OINEr SECUMLIES ..vooveeeeeev e 218,063 42 . ..
E. Spot commodites . . 1 430 218,063 850 |
5. Securities and/for other mveslments
nol readily marketabie:
A. Aicosty $ | 130
B. Al estnmaied fair value .. 440 610 860
6. Securities borrowed undersubordmalmn i
agreements and partners” individual and capital
securities accounts, at market value: 460 630 I 880 ’
A. Exempled.
securilies $ [ 150 |
B. Other
securities $ | 160 ]
7. Secured demand NOES: ......oooevveien e 470 640 890
Market value of collateral: .
A. Exempled
securities § 170
B. Other ‘
securities $ | 180
8. Memberships in exchanges:
A, Owned, a
market % 180 |
B. Owned, atcost .. ereess e 650
C. Contributed fmuse oi lhe company, at
market value .. - % 660 [900 |
8. Investment in and recelvab]es Irom amllales
subsidiaries and associated partnerships ........occ.ccoervee.. 480 670 910
10. Property, furniture, equipment, leasehold
improvements and rights under lease agreements,
at cost-net of accumulated depreciation and
amortization .. 4390 68D {% 920
11. Other assets ., 535 10,000 735 10,000 430
12. TOTALASSETS x5 230,606 540 |3 662,108 740 | 3892 ,714 040
OMIT PENNIES

SEC 1696 (02-03) 3 of 16




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART IIA

BROKER OR DEALER

WESTCOUNTRY FINANCIAL

asof 12/31/06

STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING AND
CERTAIN OTHER BROKERS OR DEALERS

IAB 8 IP EQU
Al ' Non-A.l
Liahilities Liabililies Liabililies Total
13. Bank loans payable ..., $ 31,031 f1045]) 3 {12557, 831,031 [a70]
14. Pavyable 1o brokers or dealers:
A. Clearance account 1114 1315 1560
B. Other .. %o 1115 1305 1540
135, Payable lo non customers 1155 1355 1610
16. Securities sold not yet purchased
al market value .. [1360] [1520]
17. Accounts payahle accrued habllmes
expenses and other ., i 1205[ | 1385 1685
18. Notes and mongages payable:
A. Unsecured .. 1210 1690
B. Secured .. 1211] %, [1390]) -, 1700
19. £, Liabilties subnrdmaied ‘m c’lavrns
of general creditors:
A, Cash DOFTOWIRGS. oot 1400] (1710
1. from oulsidersy § 570]
2. includes equity subordination (15¢3-1{d
of ... 5 Q80
B. Securilies borrowings, at markel value ............ 1410] 1720
from oulsiders $ [ 990
C. Pursuant to secured demand note
callaleral agreements ............coevveeersiveeneennnnn. 1420 1730
1. from outsiders $ {1000
2. includes equity subordination (15¢3-1(d
of ... $ [1010
D. Exchange memberships contributed for
use of company, at market value..........ccoeivene, [1430 1740
E. Accounts and other borrowings not
qualified for net capital purposes ...........c.c.oe. 1220 1440 1750
20. TOTAL LIABILITIES ...........ccovnee $ 1230] $ 1450 $ 31,031 1760
i u
21. Sole Proprietorship ................. ',53 861,683 1770
22. Partnership (limited panners) SRR 11 | 1020]) 1780
23. Corporation;
A. Preferred stock 17H
B. Common stock ....... 1792
C. Additional paid-in capltal 1793
D. Retained earnings ... 1784
E. Total .. 17495
F. Less capltal slock 1n ireasury 1796
24, TOTAL OWNERSHIP EQUITY - . 1800
25, TOTAL LIABILITIES AND OWNERSHIP EOUITY 1810
OMIT PENNIES

SEC 1696 (02-03) 5 of 16




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART IIA

BROKER OR DEALER

WESTCOUNTRY FINANCIAL

asof 12/31/06

COMPUTATION OF NET CAPITAL

1. Tolal ownership equity from Statement of FINZNGiak CORTIION .....oo.eevroocreeree e ceeeeresessneesesreeseessessssssseossreesresremenre. $ 801 4 683 3480
2. Deduct ownership equity not allowable for Net Capital .............. A ) 3490
3. Tolal ownership equity qualified for Net Capital ..o 861, 683 T 13300
4, Add;
A. Liabilities subordinated to claims of general creditors allowable in computation of net capital ..o S 3520
B. Other (deductions) or allowable credits (List) IR - 3525
5. Total capital and altowable subordinated Ilabllmes $ 3530
5. Deductions andfor charges;
A. Total non-allowable assets from v
Statement of Financial Condition (Notes B and C) "$6 62,108 3540
B. Secured demand note delinquency ... . 3590
C. Commodity futures contracts and spul cnmmod llles -
proprietary Capilal CRAIGES .......c..ooeoveece ettt et et et e eaee st s s s emreen 3600
D. Other deductions and/ar charges ... 3610] (662,108 )| 3620
7. Other additions and/or allowable credits (Llst) 3630
8. Net capita! before haircuts on securities positions ................ W28 199,575 3640
9. Haircuts op securities {computed, where applu:able pursuan! tu 15c3 1(f))
A. Contraclual securities commitments .. ettt s bt ser b s e b bare e e e s bbb et en s eesteeae B 3660
B. Subordinated SECULIIES DOITOWIRGS ......ccrververerscetssies s sebs st et sests e sts e 3670
C. Trading and invesiment securities: :
1. EXeMPLed SBOUMTES ..o et e s 4 3735
2. Debt securities .......... || 3733
3. Opfions ............. 32, 3730
4. Other securities ...., 12, 3734
D. Undue Concentration ... 3650
E. Other (List) 36| (44,817 )[3740]
LI T OO 0 3= 3. R J-1- [3750]

OMIT PENNIES

SEC 1696 (02-03) 7 of 16




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA

BROKER OR DEALER ' asof 12/31/06

WESTCOUNTRY FINANCIAL

COMPUTATION OF NET CAPITAL REQUIREMENT

Part A
11. Minimum net capitat required (6%,% of line 19) ... S R SR P 0 -1 : {3758
12. Minimum dollar net capital requirement of repomng bmkel or dealer and minimum net capnal requnremenl

of subsidiaries computed in 6COTdaNCe WIH NOLE (A} .o..ue.ecissieeesiesessises e eeess e csststssesseseersseseeresessmeesemnraseneennenne. 5 L 00 , 000 3758
13. Net capital requirement (Qreater 0 TNE 11 88 12) oo eeeeesneseeseee s e eescoeeee s s eea e e s eeeseens . $100,000 3760
14, Excess net capital (line 10 less 13) ... . $ 854,758 3770
15. Excess net capital at 1000% (line 10 less 10% of line 19) -2$151,655 3780

COMPUTATION OF AGGREGATE INDEBTEDNES S

16. Total AL liabilities fram Statement of FiRancial CONION ............coovceove oo oot e eenraener e 5 31 , 031 3780
17. Add:

A, Drafts for immediate credit .. SUOTTUBUUO OSSO 71 3800}

B. Market value of securities bonowed for whlch no equwa!ent value

is paid or credited ... ettt st abaa s ee et ean bt e bane o et senen s eet s emnn s e rnaeeneeenssesarre B 3810

€. Other unrecorded amounts (Llst) i sep L R e e e vt b e b b se et e s et enssrnes e B 3820] $ 3830
18. Total aggregate indebtedness . $ 31,031 3840
19. Percentage of aggrepate indebtedness to net capltal (llne 18+ by line 10) % 20 3850
20. Percentage of debt to debt-equity total computed in accordance with Rule 15¢3- 1(d) % 3860

COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT

PartB
21. 2% of combined aggregate debit items as shown in Formula for Reserve Requirements pursuant to Rule 15¢3-3

prepared as of the date of the net capital compulation including both brokers or dealers and consolidated subsidiaries’ debits .......... $ [3970
22. Minimum dollar net capital requirement of reporting broker or dealer and minimum net capital requirement of

subsidiaries computed in acCOTAante WIth NOE (A) .......coovoe et ettt et et bst s essss st st semet e cseesereseesrmnesenneressensens O3B 3880
23. Net capital requirement (greater of line 210r22) ., . § 3760
24. Excess capHal (e 10 1855 23] ......ocovc et ittt ent et sae et e s st et e s s e s s et es ettt s bnbn s ereenne D 3910
25, Net capital in excess of the greater of:

A. 5% of combined aggregate debit items 07 $120,000 .........coivviviiiinie s s st s s s sttt e sesss e eesres B 3920
NOTES: |

(A} The minimum net capital requirement should be computed by adding the minimum dollar net capilal requirement of the reporting hroker dealer and, for each

subsidiary te be consolidated, the greater of:
1. Minimum dollar nel capital requirement , or
2. 8% of aggregate indebledness or 4% of aggregate debits if alternative method is used.

(B} Do not deduct the value of securities borrowed under subordination agreements or secured demand note covered by subordination agreements not in satisfactory form
and the market values of memberships in exchanges contributed for use of company {contra te item 1740) and partners' securities which were included in non-allowable
assets.

(C) For reports filed pursuant to paragraph {d) of Rule 172-5, respondent should provide a list of material non-allowable assets.

SEC 1696 (02-03) 9 of 16




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA

BROKER OR DEALER
WESTCOUNTRY FPINANCIAL

For the period (MMDDYY) tron,01 /01 [88821012 /31 /06[3333
Number of months included in this statement 12 3931

STATEMENT OF INCOME (LOSS)
REVENUE

1. Commissions:
2. Commissions on transactions in exchange listed equity securities executed on anexchange ....c....co.ocovvvccsiiisicsiceee. 273 976 3935
b. Commissions on listed option transactions .......ccoeceerevienne . 14 ' 333 3938
¢. Al other securilies commissions ... e 3939
d. Total securities commissions . 98,309 3940
2. Gains or losses on firm securities trad:ng accoums
a, From market making in options on a national SECUMNES EXCRANGR ... vueocveece ettt oo ees e 55ttt e semee s eene e 3945
b. From all gther trading ... 3949
c. Tolal gain (loss) ... 3950
Gains or losses on firm secunnes mveslment accounls 63,073 3952
Profit (loss) from underwriting and SEMIRG GTOUPS .......oovve et eees e ces s eeeseersssees s s e oe e eesmssvorassarassrentanmeem i anmseeneereneee S 3955
Revenue from $ale OF INVESTMENL COMPANY BNAIES ...oo.overe e e ceease st s omcossermasns s e ses et sasets st et e eemme gomses e et s s east s sranaseren 3970
Commodities revenue .. 3990
Fees for account super\nsmn mveslment adwsory and admlnlstratwe services . 3975

DURBE TRVBIIUR ......o.ocvoceeeeeecee oo eee oo e eesaa s sescomeeeeeeeeseeemes e ren s e et a7 2m 41 R84 s ane et e oems 22 bes 204 e e e e a1 en e tet s s anr s e sena 2,350 3995
L (11 1T OO OO 3 1] - 1. I G I 4030

EXPENSES
10. Salaries and other employmen! costs for general partners and voling stockholder offICars ... i sre s 4120
11. Other employee compensation and BENEHLS ........c..c.ooeeeviee e eee e v st st e s e sranreenan 4115
12. Commissions paid to olher broker-dealers ........... 64,457 4140
13. Interest expense .. 2132 4075
2. Includes mleresl on accoums sub|ect lo submdmaﬂon agreements
14, Regulatory fees and expenses .. 5,446 4195
40,510 4100

15. Other expenses ...
T, TOIA BXDBIISES oo eoeeescecces sttt et 14248 e seas e s e et 0034t bttt sttt ssent s v e snnsrnsenrssansimnsinrnies DL L Ly & 5 4200

NET INCOME
17. Income (loss) before Federal income laxes and ilems below (Item 9 1esS IEM 16} . oo e seesserserereiieeeee. $ 52 , 487 4710
18. Provision for Federal income taxes (for parent only) ... et e s sttt st b eeae s sncs B 4220
19. Equity in earnings {losses) of unconsolidated suh5|d|anes not |ncluded above 4222

4. Atter Federal iNGOME TAXES OF ...oooo.viriioeoee et e sssen st ssass st [4338]
20. Extraordinary gains (losses) ...

a. After Federal income taes of . . {4239]
21. Cumulative efiect of changes in accounllng pnnctples 4225
22. Net income (loss) after Federal income taxes and extraordmary llems $ 52,487 4230

©oNw e W

[4070]

4224

MONTHLY INCOME
23. Income (current month only) before provision for Federal income taxes and extraordinary HEMS ......o.coooevecvveeeees e ririiesereees 8 4211

SEC 1696 (02-03) 11 of 16



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA

BROXER OR DEALER

WESTCOUNTRY FINANCIAL

For the period (MMDDYY) from 01/01 /06t012/31/06

STATEMENT OF CHANGES IN OWNERSHIP EQUITY
{SOLE PROPRIETORSHIP, PARTNERSHIP OR CORPORATION)

4249

1. Balance, beginning of PRMOT ... ....oo..vorvivcves st ess s e seeeessrrrssare s ssssmsssbesss st eessie st st sesenmesnme s srsereermsessnnnnereres 9B L 9 5 197
A. Netincome (10S8) ......cooor.rr. . 52,487

4250

B. Additions {Inctudes non-canforming capllalm " [4762 )y 42,648

4260

C. Deductions {Includes non-conforming capital of 4272 1) 52,649

4210

2. Balance, end of period (FIOM Item 1800) ... ..o oo emees e sseresemsmeenenene 5001 4 683

[4750]

STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS

3. Balance, beginning of period ..... R 'S

4300

A, Inereases.........c.ocoee

4310

B, DBEIBASES ....o.oveooriveeieeeer v eesereetsesteeemee s vaesssasres tme st mra sas a1 a1 45262 ne e s v Re Pt SR OA R ERBa et RS ba AR a8 e sabn s bes emmns s e berrer s

4320

4. Balance, end of period {FIOMIEM 3520) ..o i sns s s srsernb sses b st b s a1 e et et abenns B

[4330]

OMIT PENNIES

SEC 1696 (02-03) 13 of 16



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA

BROXER OR DEALER

asof 12/31/06

WESTCOUNTRY FINANCIAL

EXEMPTIVE PROVISION UNDER RULE 15c3-3

24. If an exemplion from Rule 15¢3-1 is claimed, identify below the section upon which such exemption is based (check one only)

A, (K){1) — 52,500 capital category as per Rule 1563-1 ..o 4550
B (k}2){A) — “Special Account for the Exclusive Benefit of customers” maintaingd ..............couvevervimereeiensisnseanns 4560
C. {(k)(2)(B) — All customer transactions cleared through another broker-dealer on a fully disclosed basis.
Name of clearing fim%, WRDBUSH MORGAN SECURITIES, INC, _[%35] oTHER 4570
D. (k)(3) — Exempted by order of the Commission (INCIUde COPY OF IBHEI} ........vveveoieveiiescsvesensceessss s esss e cbs s e e ees 4580
Cwnership Equity and Subordinated Liabilities maturing or proposed to be withdrawn within the next six months
and accruals, (as defined below), which have not been deducted in the computation of Net Capital,
Type of Proposed ; , Amount to be
Withdrawal or Withdrawn (cash (MMDDYY) Expect
Accrual : Insider or amount and/or Net Withdrawal or to
{See befow ' Outsider? Capital Value of Maturity Rengw
for code ) Name of Lender or Contributor (I or Qut) Securities} Date (Yes or No)
i [4600) ' 4601] [4602) [4603} {4604] [4605]
%2 I 4510[ | 461 1| 4612 | I 4613 | 4614 | 4615
T3 {4620 | 4621) 4622 iaszal I 4624| |4625
T ] 4630 | | 4631] 4632] . {4633 I 4634| (4635
% 4640 . [4641 _[4842] 4643} {4644] 4545
f Total $% [4699)
? OMIT PENNIES

Instructions:  Detail Listing must include the total of items maturing during the six month period following the repart date, regardless of whether or not the ¢apital coniribution is
expected to be renewed. The schedule must alse include proposed capital withdrawals scheduled within the six month period tollowing the report date including
the proposed redemplion of stock and anticipated accruals which would cause a reduction of Net Capilal. These anticipated accruals would include amounts of
bonuses, partners’ drawing accounts, taxes, and interest on capital, voluntary contributions to pension or profit sharing plans, etc., which have not been deducted

in the computaticn of Net Capital, but which you anticipate will be paid within the next six months.

WITHDRAWAL CODE: DESCRIPTIONS
1. Equity Capital |
2. Subgrdinated Liabilities

3. Aceruals
)

SEC 1696 (02-03) 15 of 16




WESTCOUNTRY FINANCIAL
STATEMENT OF CHANGES IN FINANCIAL CONDITION
For The Year Ended December 31, 2006

CASH FLOWS FROM OPERATING ACTIVITIES
NET INCOME

Adjustments to reconcile net income to net
cash used by operating activities:

Gain on Sale of Securities
Adjustment of securities to market value
Increase in payables
Increase in receivables
Net cash provided by operating activities

CASH FLLOWS FROM INVESTING ACTIVITIES

Sales of securities
Purchase of securities

Net cash used by investing activities
Increase in cash
Cash at beginning of year

Cash at end of year

$ 52,487

( 63,073)
( 52,656)

20,214
(_9.794)

{ 52,822)

343,045
284.433)

58,612
5,790

1,710

$.7.500




Westcountry Financial
Sec. File No., 8-29946

Supplemental Information

December 31, 2006

. In connection with the examination of Westcountry Financial for the period ended December

31, 2006, no material differences exist between the computation of net capital per the
company’s most recent unaudited Focus Report Part 1A and the computation of net capital
under Rule 15¢3-1.

. Computation of Reserve Requirements Pursuant to Rule 15¢3-3:

The Company is a “Fully Disclosed Broker-Dealer” and does not carry customer
accounts and does not accept customer funds or securities. As such the Company has
claimed exemption from the provisions of Rule 15¢3-3 under section (k)(2)(ii) of the
Securities Exchange Act of 1934,

. Information Relating tb Possession or Control Requirements under Rule 15¢3-3:

The Company is éxempt from Rule 15¢3-3 under the exemptive provision of section
(k)(2)(ii)) and, accordingly, has no possession or control requirements.

N

Certified Public Accountants




WESTCOUNTRY FINANCIAL
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2006
1. Summary of significant accounting policies

Nature of Business

Westcountry Financial is doing business as a sole proprietorship.

Basis of Accounting

Westcountry Financial’s accounting records are maintained on the accrual
basis of accounting. Generally, revenues are recognized when earned and
measurable and expenses are recognized when incurred, if measurable.

Marketable Securities

Marketable securities are classified as trading securities and are stated at fair
market value on the balance sheet. The change in fair market value during the
period is included income.

Cash and cash equivalents

For purposes of the balance sheet and statement of cash flows, Westcountry
Financial considers all highly liquid debt instruments purchased with an initial
maturity of three months or less to be cash equivalents.
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: To -The.Prin'c’i'paI of-'\‘l_\iestcountry Fi.riancial-. e

T tn plannmg and performrng our audrt of the trnancral statements of Westcountry Frnancral for |

 ‘the year ended December 31, 2006, we con3|dered its internal coritrol, mcludrng control .
‘actrwtres for safeguardrng securities, in order to'determine our. audttrng procedures for. the R

.. purpose of expressmg our oprnron on the frnancral statements and not to provrde assurance on. B
el mternal control - U, TV Do

-

" Also,"as requrred by rule 17a -5(9 )(1) of the Securrtres and Exchange Commrssron (SEC) ‘we' o

S have made a study of the practices and procedures followed by the Company including tests of .
-+ “slch practlces and procedures that we consrdered relevant to the objectives stated in rule' 17a- -

. 5(g) in making the perrodrc computatrons of aggregate indebtedness (or aggregate debits) and -
~.net capttal under-rule 17a-3(e)(11) and for determrnrng complrance with the exemptive
. provisions of rule 15¢3-3. Because the Company does not carry securities accounts for'

.‘ 7 -ﬂperthener L ' STt L ‘ R :' ' “ ‘ " Steven D Eperthencr CPA o

o -_‘_J Ao I T e wtulamr, McConnelI cea
@I\/IcComeﬂLw e e T L

" customets.or. perform custodial functions relating to customer secuntles we drd not review the -

L y practlces and procedures followed by the Company in any of the foltowrng

AN I Makrng quarterly securrtres examrnatrons counts verrtrcatrons and compansons

T ;2.;.'Ftecordatron of drfferences reqmred by rule 17a 13

~ . . . L

iy _ ‘. 3 Complyrng wrth the requrrements for prompt payment for securrtres under Sectron 8of

- Federal Reserve Ftegulatron T of the Board of Governors of the Federal Fteserve System '

l

_The management of the Company is- responsuble for establrshlng and marntarnrng rnternat " _
control and the practices and procedures referred to in‘the’ precedrng paragraph. In fulfilling
this responsrblllty, -estimates and ]udgments by management are required to assess thé +

. -expected benefits and related costs of controls and of the practices and procedures referred to y

- .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 on mternal ]

' ~control and the practices and procedures are to provide management with reasonable but not
' dbsolute-assurance that assets for which the Company has- responsrblllty are safeguarded .-
: 'agarnst loss from unauthorrzed use of disposition and that.transactions are executed in -

< accordance with management s authorization and recorded properly to permit "the preparation - .

) of financial statements in: conformity with generatly accepted accounting principles. Rule 17a--
- 5(g)lists add1trona| ob]ectrves of the practlces and procedures listed in the precedrng
: 'paragraph : . . ‘
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' To The Prrncrpal of Westcountry Frnancral '
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A Because of mherent Irmttatrons in rnternal control or. the practrces and procedures referred to
S above, -error or fraud may.occur and not be detected. Also, lprojection of any ‘evaluation of them _
- . tofurther perrods is. subject to thie-risk- that they may become madequate because of changes in- et
PR ',:'"condttrons or that the effecttveness of therr desrgn and operatron may detertorate o -
. .'-"'Our consrderatron of mternal control would not necessarrly dtsclose ali matters in. mternal T
.« ' - control that right be. materral weaknesses inder.standards establrshed by the Amierican °
i -Instttute of Certified Publrc Accountants. -A material weakness is a condition in which the
] desrgn or.operation of the specific.internal control components does not’ reduce 10 a relatwely L
- low level the risk that error orfraud in amounts would be material in relation to the financial - .~ " ¢’
statements berng audited.may occur and not be detected within-a trmely period by employees
. inthe normal course of performing their. assrgned functions. ‘However, we noted no matters . . .
> involving mternal control, including control activities for’ safeguardrng secuntres that we. L
' “consrder to be matenal weaknesses as defrned above T T e

'.l" -

‘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 accomplrsh stich objectrves in.material respects mdrcate a
- material inadequacy for such purposes Based.on the: -understanding and -on-our study, we .
* ‘believe that the Company $ practrces and procedures were adequate at December 31, 2006 to- . °
meet the SEC s objectrves ‘

o - We understand that practrces and procedures that accompllsh the objectrves referred to in the ) p
|7
|
|

' 'Thrs report is mtended soIer for the mformatron and use of the Board of Dtrectors
-'management the NASD and other reguiatory agencies that rely on rule. 17a5(g) under T
VRS ,-Secuntres Exchange Act of 1934 in their regulatton of registered brokers and dealers, and IS -not . e
i mtended to be and should not. be used by anyone other than these specrfled partres -
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