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OATH OR AFFIRMATION

Phillip Frink
swear or affirm that to the best of

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

First Washington Corporation --_________________ as

of September 30 2009 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

This report contains check all applicable boxes
lxi Facing Page

lxi Statement of Financial Condition

lxi Statement of Income Loss
Statement of Changes in Financial Condition

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

Statement of Changes in Liabilities Subordinated to Claims of Creditors

ll Computation of Net Capital

LXI Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

l1 Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 5c3- and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c33

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

consolidation

lxi An Oath or Affirmation

copy of the SIPC Supplemental Report

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

Notary

President

Title

Forconditions of confidential treatment of certain portions of this filing see section 240.17a-5e3
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CERTIFIED PUBLIC ACCOUNTANTS BUSINESS CONSULTANTS

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Stockholder and Board of Directors

First Washington Corporation

We have audited the accompanying statement of financial condition of First Washington

Corporation the Company as of September 30 2009 This financial statement is the

responsibility of the Companys management Our responsibility
is to express an opinion on the

statement of financial condition based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United

States of America Those standards require that we plan and perform the audit to obtain

reasonable assurance about whether the statement of financial condition is free of material

misstatement An audit includes consideration of internal control over financial reporting as

basis for designing audit procedures that are appropriate in the circumstances but not for the

purpose of expressing an opinion on the effectiveness of the Companys internal control over

financial reporting Accordingly we express no such opinion An audit includes examining on

test basis evidence supporting the amounts and disclosures in the statement of financial

condition 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 audit provides reasonable basis for our opinion

In our opinion the financial statement referred to above presents fairly in all material respects

the financial position of First Washington Corporation as of September 30 2009 in conformity

with accounting principles generally accepted in the United States of America

Seattle Washington

November 24 2009



FIRST WASHINGTON CORPORATION
STATEMENT OF FINANCIAL CONDITION

SEPTEMBER 30 2009

ASSETS

Cash 312592

Receivable from clearing organization 217279

Investment advisory fees receivable 69719

Interest receivable from related party 948

Securities owned at fair value 686

Deposit with clearing organization 50392

Note receivable from related party 350000

Furniture equipment and leasehold improvements net of

accumulated depreciation and amortization of $205210 73181

Other assets 28550

1103347

LIABILITIES AND STOCKHOLDERS EQUITY

LIABILITIES

Accounts payable 8193

Accrued liabilities 275046

Payable to clearing organization 359

283598

COMMITMENTS Note

STOCKHOLDERS EQUITY
Common stock $30 par value 10000 shares authorized

2800 shares issued and outstanding 84000

Additional paid-in capital 477595

Retained earnings 258154

819749

1103347

See accompanying notes



FIRST WASHINGTON CORPORATION
NOTES TO STATEMENT OF FINANCIAL CONDITION

SEPTEMBER 30 2009

Note Operations and Summary of Significant Accounting Policies

Nature of Business The Company is
fully

disclosed broker-dealer and investment advisor

registered with the state of Washington the U.S Securities and Exchange Commission and is

member of the Financial Industry Regulatory Authority the FINRA

The Company clears its securities transactions on fully
disclosed basis through Pershing LLC

Pershing

Use of Estimates The preparation of the 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 amounts reported in the financial statements and

accompanying notes Actual results could differ from those estimates

Cash For purposes of the statement of cash flows the Company considers only cash
subject to

immediate withdrawal to be cash

Receivable From Clearing Organization The receivable from the clearing organization is

stated at an amount that management expects to collect No allowance has been recorded as

historically there have been no material losses associated with this receivable

Commissions and Net Gain on Principal Transactions Securities transactions and the

related revenue and expense are recorded on trade date basis Interest and dividend income are

recognized during the period earned

Investment Advisory Fees Investment advisory clients are billed quarterly in advance based on

assets under management and contractual rates Based on managements assessment of the credit

history of its clients and current relationships with them management has concluded losses on

receivable balances outstanding at year-end are nominal

Fair Value The Company utilizes various methods to measure the fair value of its investments

on recurring basis GAAP establishes hierarchy that prioritizes inputs to valuation methods

The three levels of inputs are

Level Unadjusted quoted prices
in active markets for identical assets or liabilities that the

Partnership has the ability to access

Level Observable inputs other than quoted prices included in level that are observable

for the asset or liability
either

directly or indirectly
These inputs may include quoted prices for

the identical instrument on an inactive market prices for similar instruments interest rates

prepayment spreads credit risk yield curves default rates and similar data



FIRST WASHINGTON CORPORATION
NOTES TO STATEMENT OF FINANCIAL CONDITION

SEPTEMBER 30 2009

Note Operations and Summary of Significant Accounting Policies Continued

Level Unobservable inputs for the asset or liability to the extent relevant observable inputs

are not available representing the Partnerships own assumptions about the assumption

market participant would use in valuing the asset or liability and would be based on the best

information available

The
availability

of observable inputs can vary from investment to investment and is affected by
wide variety of factors including for example the type of investment whether the investment is

new and not yet established in the marketplace the liquidity of markets and other characteristics

particular to the investment To the extent that valuation is based on models or inputs that are less

observable or unobservable in the market the determination of fair value requires more judgment

Accordingly the degree of judgment exercised in determining fair value is
greatest

for instruments

categorized in level

The inputs used to measure fair value may fall into different levels of the fair value hierarchy In

such cases for disclosure purposes the level in the fair value hierarchy within which the fair value

measurement falls in its entirety is determined based on the lowest level input that is
significant to

the fair value measurement in its
entirety

Investment balances at September 30 2009 consist of municipal bond securities and are measured

using quoted market prices in active markets for identical assets as such they are classified within

level of the valuation hierarchy

Depreciation and Amortization Furniture and equipment are stated at cost and depreciated

over their estimated useful lives of five to seven years using accelerated methods Leasehold

improvements are amortized over the shorter of the term of the lease or the estimated useful life

Advertising Costs During the fiscal year ended September 30 2009 the Company incurred

advertising expenses of $500 The Company maintains policy to expense advertising costs as

they are incurred

Federal Income Tax The Company utilizes an asset and liability approach to financial

accounting and reporting for income taxes Deferred income tax assets and liabilities are

computed annually for differences between the financial statement and tax basis of assets and

liabilities that will result in taxable or deductible amounts in the future based on currently enacted

tax laws and rates Such differences are not material at September 30 2009 The Company has

net operating loss carryforward available for federal income tax purposes of approximately

$99131 at September 30 2009 which begins to expire in 2024 The gross deferred tax asset of

approximately $33705 associated with this net operating loss is fully offset by valuation

allowance because realization of this benefit is not reasonably assured The Company utilized

portion of its existing deferred tax asset to offset current year tax expense resulting in $15382

net reduction to the September 30 2008 deferred tax asset balance The accompanying provision

for federal income taxes differs from that calculated based on the federal statutory rate of 34%
because of this allowance



FIRST WASHINGTON CORPORATION
NOTES TO STATEMENT OF FINANCIAL CONDITION

SEPTEMBER 30 2009

Note Operations and Summary of Significant Accounting Policies Continued

In June 2006 the FASB issued clarification of the accounting for uncertainty in income taxes

recognized in companys financial statements which is included in the income tax topic of the

FASB Accounting Standards Codification ASC This clarification prescribes recognition

threshold and measurement attribute for the financial statement recognition and measurement of

tax position taken or expected to be taken in tax return The
topic

also provides guidance on

derecognition classification interest and penalties accounting in interim periods and disclosure

and transition These provisions are currently effective for the Companys fiscal year beginning

October 2009 The Company is currently assessing what impact if any this will have on its

future financial statements

Subsequent Events The Company has evaluated subsequent events through November 24

2009 This is the date that the financial statements were available to be issued and has recognized

the effects of those subsequent events if any as required by generally accepted accounting

principles in the United States

Note Related Party Transactions

Advances During the fiscal year ended September 30 2009 the Company advanced $217281 to

the Companys Chief Executive Officer CEO During the fiscal year-ended September 30 2009

the Company has converted this receivable into an unsecured note receivable The note is

scheduled to mature July 31 2011 at which time principal balloon payment for the outstanding

balance will come due As of September 30 2009 balance of $350000 is due from the CEO

Interest The Company has earned $1896 in interest in connection with the note receivable

during the year ended September 30 2009

Revenues The Company manages four investment accounts of close relatives of management
Fees of $18488 were earned during the year

Note Transactions with Clearing Organization

The Company has an agreement with Pershing whereby Pershing clears all security transactions

carries all customer accounts finances and holds the Companys trading inventory and performs

certain other services The agreement is cancelable upon 90 days prior
written notice of either

party The Company is
subject to termination fee if termination is within specified time frame

stated in the agreement As part of this agreement the Company is required to and does

maintain deposit in the amount of $50392 held at Pershing as of September 30 2009



FIRST WASHINGTON CORPORATION
NOTES TO STATEMENT OF FINANCIAL CONDITION

SEPTEMBER 30 2009

Note Net Capital Requirements

The Company is subject to the Securities and Exchange Comntissions Uniform Net Capital

Rule 15c3-1 which requires the maintenance of minimum net capital The Company is required to

maintain net capital of the
greater

of $250000 or 2/3% of aggregate indebtedness At

September 30 2009 the Company had net capital as follows

Net
capital 365206

Excess in net capital 115206

Percentage of aggregate indebtedness to net capital 78%

Note Commitments

The Company has non-cancelable lease agreements for its office space and phone system that

commenced in 2003 and 2005 for period of ten and five years respectively The future

minimum rent payments are as follows

Fiscal Year Ending

2010 251635

2011 252844

2012 258894

2013 260105

2014 43351

1066829

The Companys office space lease includes provisions for rent escalations throughout the lease

term These scheduled rent increases are recognized in rent expense on straight
line basis over

this term liability of approximately $55440 for rent recognized but not yet paid is included in

the balance of accrued liabilities at September 30 2009

Rent expense totaled $256925 for the fiscal year ended September 30 2009



FIRST WASHINGTON CORPORATION
NOTES TO STATEMENT OF FINANCIAL CONDITION

SEPTEMBER 30 2009

Note Employee Benefit Plan

The Company maintains profit sharing plan covering substantially all employees Annual

contributions are made at the discretion of the Board of Directors No contribution was made for

the fiscal year ended September 30 2009

Note Trading Activities and Related Risks

In the normal course of business the Company enters into financial transactions where there is

risk of potential loss due to changes in the market market risk or failure of the other party to the

transaction to perform credit risk

Market risk is the
potential change in value caused by fluctuations in market prices of an

underlying financial instrument Subsequent market fluctuations may require selling
securities

owned at prices
that differ from the market values reflected on the statement of fmancial

condition Market risk is directly impacted by the volatility and liquidity in the markets in which

financial instruments are traded The Company seeks to control such market risk by measuring

and monitoring risk limits

Credit risk is the possibility that loss may occur due to the failure of counterparty to perform

according to the terms of contract significant portion of the Companys assets including cash

deposits in excess of applicable insurance limits and any outstanding receivable or deposit due

from clearing are dependent upon the credit worthiness of the Companys clearing organization

The Company monitors its exposure to these credit risks and manages the risk by maintaining this

relationship
with only high quality

financial institutions

Additionally in the normal course of business the Company engages in activities involving the

execution and settlement of various securities transactions for the benefit of customers These

services are provided on fully
disclosed basis to large

and diversified group of clients These

activities may expose the Company to credit risk including off-balance sheet and market risks in

the event client or counterparty is unable to fulfill its contractual obligation Volatile or illiquid

trading markets may increase such risks


