_UR[ UNITED STATES OMB APPROVAL 3/ 12
w TIES AND EXCHANGE COMMISSION OMB Number: 3235-0123
Washington, D.C. 20549 Expires: February 28, 2010
HAAARRERY
hours per response.. . . . . 12.00
ANNUAL AUDITED REPORT
F#AO_QEEG_Z_ZJI__ _5 7 SEC FILE NUMBER
Bl sl 8-34337
PART III
FACING PAGE

Information Required of Brokers and Dealers Pursuant to Section 17 of the
Securities Exchange Act of 1934 and Rule 17a-5 Thereunder

REPORT FOR THE PERIOD BEGINNING January 1, 2008 AND ENDING December 31, 2008
| MM/DD/YY | MM/DD/YY

A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER: WELLINGTON SECURITIES, INC. - OFFICIAL USE ONLY
16659
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box N%iéiﬁ Dﬁﬁi&?gf”’% FIRM 1.D. NO.
BEC
80 LIBERTY STREET clion
(No. and Street) MER (13 ?ﬂﬂg
SAN FRANCISCO CA ) 94110
ki
(City) (State) ] (Zip Code)
108 ~
NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
CHARLES SCARCELLO (415) 401-6640
B. ACCOUNTANT IDENTIFICATION
INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*
CROPPER ACCOUNTANCY CORPORATION. INC
(Name - if individual, state last, first, middle name)
2077 YGNACIO VALLEY ROAD, #460  WALNUT CREEK CA 94596-4041
{Address) (City) (State) (Zip Code)

CHECK ONE:
X Certified Public Accountant
[T} Public Accountant
[0 Accountant not resident in United States or any of its possessions.

FOR OFFICIAL USE ONLY

*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
must be supported by a statement of facts and circumstances relied on as the basis for the exemption. See Section 240.17a-5(e)(2)

Potential persons who are to respond to the collection of
information contained in this form are not required to respond
SEC 1410 (06-02) unless the form displays a currently valid OMB control number.

Forms in Word Version Copyright 2007 (www.formsinword.com). For individual or single-branch use only.



OATH OR AFFIRMATION

I, CHARLES J. SCARCELLO , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
WELLINGTON SECURITIES, INC. ,as
of DECEMBER 31, , 2008 , are true and correct. I 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 a customer, except as follows:

NO EXCEPTIONS

p kﬁ{\My‘
(b

Title

XOCHMN §. JIMENEZ
£ Commission # 1790728
S5® Giel] Notary Public - California §
\‘f H/ san Francisco County =
- Comm. Expires Feb 5, 2012

This report ** contains (check all applicable boxes): i

(a) Facing Page.

(b) Statement of Financial Condmon.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

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

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

(g) Computation of Net Capital.

(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.

() 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.

(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 Supplemental Report.

(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous
audit.

X% [ CICIC] % D] % =

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(¢)(3).
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Cropper Accountancy Corporation
Certified Public Accountants

2977 Ygnacio Valley Road, #460
Walnut Creek, California 94598
Tel: (925) 932-3860

Fax: (925) 932-3862

INDEPENDENT AUDITORS' REPORT

To the Board of Directors
Wellington Securities Inc.
San Francisco, California

We have audited the accompanying statements of financial condition of Wellington Securities, Inc. as of
December 31, 2008 and 2007 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-5 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 in the United States of
America. Those standards require that we plan and perform the audits 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 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 a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial condition of Wellington Securities, Inc. as of December 31, 2008 and 2007, and the results of its
operations and cash flows for the years then ended in conformity with accounting principles generally
accepted in the United States of America.

Our audits were conducted for the purpose of forming an opinion on the basic financial statements taken as
a whole. The 2008 information contained in Schedule I is 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 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 a whole.

CROPPER ACCOUNTANCY CORPORATION

February 20, 2009



WELLINGTON SECURITIES, INC.
Statements of Financial Condition
December 31, 2008 and 2007

ASSETS

Cash :
Deposits with clearing broker
Total cash

Prepaid expense
- Commissions receivable
Deferred income tax benefits

LIABILITIES AND STOCKHOLDER'S EQUITY

Liabilities:
Accounts payable and accrued expenses
Commissions payable
Deposits
Income taxes payable through parent company
Total liabilities

Stockholder's equity:
Common stock, no par value, authorized
10,000 shares; 100 shares issued and outstanding
Retained earnings
Total stockholder's equity

The accompanying notes are an integral part of these financial statements.
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2008 2007
$ 15449 $ 29,134
63,661 73,254
79,110 102,388
3,194 2,800
51,272 34,248
120 173
$ 133,696  $ 139,609
$ 1,758 $ 15,638
39,351 23,447
0 1,500
- 1,086
41,109 41,671
10,000 10,000
82,587 87,938
92,587 97,938
$ 133,696  $ 139,609




WELLINGTON SECURITIES, INC.
Statements of Operations
For the Years Ended December 31, 2008 and 2007

2008 2007

Revenues:
Commissions and fees earned $ 382,529 $ 371,752
Interest income ' 1,491 3,455
FINRA one-time special payment - 35,000
Other Income 1,500 1,967
385,520 412,174

Expenses:
Compensation and related payroll taxes 27,081 53,993
Commissions 291,567 269,491
Rent - Storage 3,460 3,292
Telephone 5,103 4,966
Insurance 22,059 30,6065
Supplies and Office expense 6,272 9,716
Postage and printing 1,250 1,539
Licenses and permits 5,823 4,225
Dues and subscriptions 3,143 2,425
Travel and promotion 16,644 19,013
Professional services 4,600 5,151
Other 2,897 600
' 389,899 405,076
Income before taxes (4,379) 7,098
Provision for income taxes 972 2,937
Net income (loss) $ (5351) § 4,161

The accompanying notes are an integral part of these financial statements.
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WELLINGTON SECURITIES, INC.
Statements of Changes in Stockholder's Equity
For the Years Ended December 31, 2008 and 2007

Common Retained
Stock Earnings Total
Balance, December 31, 2006 $ 10,000 $83,777 $ 93,777
Net income - 2007 - 4,161 4,161
Balance, December 31, 2007 10,000 87,938 97,938
Net Income (loss) - 2008 ; (5,351) (5,351)
Balance, December 31, 2008 $ 10,000 $82,587 $ 92,587

The accompanying notes are an integral part of these financial statements.
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WELLINGTON SECURITIES, INC.
Statements of Cash Flows
For the Years Ended December 31, 2008 and 2007

2008 2007

Cash flows from operating activities
Net income (loss) $ (5,351) § 4,161
Adjustments to reconcile net income (loss) to net
cash provided by operating activities
Changes in operating assets and liabilities:

Deferred income taxes 53 (53)
Commissions receivable (17,024) (5,044)
Miscellaneous accounts receivable - 2,665
Prepaid expenses (394) -
Accounts payable and accrued expenses (13,880) 1,341
Commissions payable 15,904 (948)
Deposits (1,500) 1,500
Income taxes payable through parent company (1,086) 1,086
Net cash provided by operating activities (23,278) 4,708
Net increase in cash (23,278) 4,708
Cash at beginning of year 102,388 97,680
Cash at end of year $ 79,110 HiHHHH
Supplemental cash flow disclosures
Income taxes paid $ 2,058 $ 800
Interest paid $ - $ -

The accompanying notes are an integral part of these financial statements.
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WELLINGTON SECURITIES, INC.
Notes to Financial Statements
December 31, 2008 and 2007

General Information and Significant Accounting Policies

Wellington Securities, Inc. (the "Company") was incorporated June 25, 1985 and began business in
September 1985. The Company is registered as a broker and dealer in securities with the Securities
and Exchange Commission ("SEC") and the Financial Industry Regulatory Authority (“FINRA"). It
transacts trades in equity securities through other brokers on a "fully-disclosed" basis and receives
commissions therefrom. In addition, commissions are earned on sales of limited partnership
interests, mutual funds and other interests. The Company is a wholly-owned subsidiary of San
Francisco Rail, Inc. '

Basis of accounting

The financial statements are prepared on the accrual basis of accounting wherein income is
recognized as earned and expenses are recognized when incurred.

Estimates

The preparation 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
certain reported amounts and disclosures. Accordingly, actual results could differ from those

estimates.

Cash and cash equivalents

The Company considers all highly liquid financial instruments purchased with an original maturity
of three months or less to be cash equivalents.

At December 31, 2008, the Company maintains cash balances at one bank with FDIC insurance of
up to $250,000. At December 31, 2008, the cash balance did not exceed the FDIC limit.
Additional deposits were maintained with a clearing broker, which is insured by SIPC.

Income taxes

The Company files consolidated income tax returns with its parent. Deferred income tax assets
and liabilities are provided for differences between the tax basis of an asset or liability and its
reported amount in the financial statements. Deferred tax balances are determined by using the tax
rate expected to be in effect when the taxes will actually be paid or refunds received.



WELLINGTON SECURITIES, INC.
Notes to Financial Statements
December 31, 2008 and 2007

Net Capital Requirement

As a registered broker and dealer in Securities, the Company is subject to the Securities Exchange
Commission Uniform Net Capital Rule (Rule 15¢3-1).

The Company's ratio of aggregate indebtedness to net capital as defined in the Uniform Net Capital
Rule was approximately 0.53 to 1 and 0.48 to 1 at December 31, 2008 and 2007, respectively.
Aggregate indebtedness and mnet capital change from day to day. The Company is required to
maintain a ratio of less than 15 to 1. -

At December 31, 2008 and 2007, the Company had net capital as defined of $77,284 and $86,679,
respectively, which exceeded the minimum requirement of $5,000. However, it should be noted that
in order to diminish the clerical effort of interim reporting, the Company must maintain a minimum
net capital of 120% of the minimum required capital.

Exemption From Rule 15¢3-3

The Company is exempt from certain provisions of Rule 15¢3-3 since it places stock and bond
transactions on a "fully-disclosed" basis with clearing broker-dealers, since it carries no margin
accounts, except through the clearing brokers, and since it promptly transmits all customer funds,
delivers all customer securities and does not otherwise hold funds or securities of customers.

Income Taxes

The Company files consolidated income tax returns with its parent. Income tax expenses are
recognized on a separate company basis and remitted to the parent company. The following is the
computation of income tax expense. The deferred tax benefit reco gmzed is due to timing differences
in the deduction of California Franchise tax:



WELLINGTON SECURITIES, INC.

Notes to Financial Statements
December 31,2008 and 2007

Income Taxes (continued)

2008
Income (loss) before taxes

Adjustment for club dues and -
50% of entertainment expense

California Franchise tax at 8.84%
(minimum $800, deducted in subsequent year)

Federal base

Federal tax at 15%
Deferred income taxes adjustment
Federal income tax expense

Total income tax expense

2007

Income before income taxes
Adjustment for 50% of entertainment
expense and certain dues '
California Franchise tax at 8.84%

(minimum $800, deducted in subsequent year)
Federal base

Federal tax at 15%
Deferred income taxes

Federal income tax expense

Total income tax expense

California-

$(4,379)
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WELLINGTON SECURITIES, INC.
Schedule 1
Computation of Net Capital Under Rule 15¢3-1
of the Securities and Exchange Commission

December 31, 2008

Stockholder's equity , $ 92,587

Less non-allowable assets:
Deferred income tax benefit 120
Accounts receivable, not allowed . ‘ _ 11,989
Prepaid expense : 3,194
15,303
Net Capital 77,284
Greater of 6-2/3% of aggregate indebtedness of $41,671 or $5,000 5,000
Net Capital in excess of requirement $ 72,284
Ratio of aggregate indebtedness ($41,109) to net capital (§77,284) 0.53t0 1

There were no differences between the Company's submitted amounts
for net capital and aggregate indebtedness and the audited amounts. -



Cropper Accountancy Corporation
Certified Public Accountants

2977 Ygnacio Valley Road, #460
Walnut Creek, California 94598
Tel: (925) 932-3860

Fax: (925) 932-3862

INDEPENDENT AUDITORS' REPORT PURSUANT TO
RULE 17a-5 OF THE SECURITIES EXCHANGE ACT OF 1934

To the Board of Directors
Wellington Securities, Inc.
San Francisco, California

In planning and performing our audits of the financial statements of Wellington Securities, Inc. (the
"Company"), for the year ended December 31, 2008 and the supplemental schedule as of December 31,
2008, we considered its internal control structure, including procedures for safeguarding securities, in
order to determine our auditing procedures for the purpose of expressing our opinion on the financial
statements and not to provide assurance on the internal control structure.

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 tests of such practices and
procedures that we considered relevant to the objectives stated in rule 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.
2. Recordation of differences required by rule 17a-13.

3.  Complying with the requirements 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 an internal control
structure 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 internal control structure policies and procedures 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 an internal control
structure 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 management's
authorization and recorded properly to permit the preparation of financial statements in accordance with
accounting principles generally accepted in the United States of America. Rule 17a-5(g) lists additional
objectives of the practices and procedures listed in the preceding paragraph.

- 10 -



Because of inherent limitations in any internal control structure or the practices and procedures referred to
above, errors or irregularities 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 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.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in

" more than a remote likelihood that a material misstatement of the financial statement 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 intemnal 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
were adequate at December 31, 2008 to meet the SEC's objectives.

This report is intended solely for the use of the Board of Directors, management, the SEC, the Financial
Industry Regulatory Authority (FINRA) 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.

WW“‘?W

CROPPER ACCOUNTANCY CORPORATION

February 20, 2009
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WELLINGTON SECURITIES, INC.

FINANCIAL STATEMENTS AND SCHEDULE

DECEMBER 31, 2008 AND 2007




