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OATH OR AFFIRMATION

;, David Rishel , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

PWA Securities, Inc. , as
of December 31 , 20 08 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:

.

DN\ UA
Signature

CCO, Treasurer
Title

COMMONWEALTH OF PENNSYLVANIA
Notarial Seal

c%rg;y]’smempges. Notary Public
wp., Allegheny County
My Commission Expires Aug. 11, 2012
tary Fubh Member, Pennsylvania Association of Notaries

This report ** contains (check all applicable boxes):
{a) Facing Page. - -

[X (b) Statement of Financial Condition.

{c) Statement of Income (Loss).

(d) Statement of EKMEFAXKEXXRNKEFAABEX Cash Flows.

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

(f) 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
conselidation,

(I) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

& (n) Areportdescribing 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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B Lally & Co, LLC

ﬁa 5700 Corporate Drive, Suite 800
Pittsburgh, Pennsylvania 15237-5851

Lally&Co. e

CPAs and Business Advisors www.lallycpas.com

INDEPENDENT AUDITORS' REPORT

PWA Securities, Inc.
Pittsburgh, Pennsylvania

We have audited the accompanying statement of financial condition of PWA Securities, Inc. (the
“Company™) as of December 31, 2008, and the related statements of operations, changes in subordinated
borrowings, changes in stockholders' equity, and cash flows for the year 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 audit.

We conducted our audit in accordance with U.S. generally accepted auditing standards. 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 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 a reasonable basis for our

opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of PWA Securities, Inc. at December 31, 2008, and the results of its operations and its
cash flows for the year then ended, in conformity with U.S. generally accepted accounting principles.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as
a whole. The information contained in the Computation of Net Capital Under SEC Rule 15¢3-1,
Reconciliation of Reported Net Capital Under SEC Rule 15¢3-1, Statement of Exemption from Reserve
Requirement Computation Under SEC Rule15¢3-3 as of December 31, 2008, and Report on Internal
Control Required by SEC Rule 17a-5(g)(1) for a Broker-Dealer Claiming an Exemption from SEC Rule
15¢3-3 on pages 11 through 14 inclusive 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
of the Securities 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.

iy §G. 1t

January 27, 2009




PWA SECURITIES, INC.
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2008

ASSETS
Cash and Cash Equivalents $ 256,513
Securities Owned - At Market Value 57,794

Receivable From Clearing Organization 50,000

Total Assets $ 364,307

LIABILITIES AND STOCKHOLDERS' EQUITY

l
Liabilities
Accounts Payable and Other Liabilities $ -
Stockholders' Equity
Common Stock - No Par Value; 100 Shares Authorized;

2 Shares Issued and Outstanding 160,000
Retained Earnings 204,307
Total Stockholders’ Equity 364,307
Total Liabilities and Stockholders' Equity $ 364,307

The accompanying notes are an integral part of these financial statements.
2 :




PWA SECURITIES, INC,
STATEMENT OF OPERATIONS
YEAR ENDED DECEMBER 31, 2008

REVENUE

Commissions and Fees $ 1,172,196
Other 300,000

Investment Income 9,260
Total Revenue 1,481,456

EXPENSES

Other Operating Expenses 149,557
Registration Fees 46,488
Rent 30,000
Insurance 27,723
Professional Fees 4,231
Taxes 2,070

Total Expenses 624,415

Net Income $ 857,041

The accompanying notes are an integral part of these financial statements.
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Clearing Charges 364,346
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PWA SECURITIES, INC.
STATEMENT OF CHANGES IN SUBORDINATED BORROWINGS
YFAR ENDED DECEMBER 31, 2008
Subordinated Borrowings - December 31, 2007
Increases

Decreases

Subordinated Borrowings - December 31, 2008

The accompanying notes are an integral part of these financial statements.
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PWA SECURITIES, INC.
STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY
YEAR ENDED DECEMBER 31, 2008

Common
Stock Retained
(No Par Value) Earnings Total
Balance - December 31, 2007 $ 160,000 $ 57,266 $ 217,266
Net Income - 857,041 857,041
Dividends - {710,000) (710,000)
Balance - December 31, 2008 $ 160,000 $ 204,307 $ 364,307

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



PWA SECURITIES, INC.
STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2008

OPERATING ACTIVITIES
Net Income $ 857,041

Noncash Items Included in Net Income

Unrealized Gains on Securities Owned (9,130)
Changes In

Receivable From Clearing Organization (50,000)
Other Assets (48,664)
Accounts Payable and Other Liabilities (28,383)
Related Party Receivables and Payables, Net 118,349
Net Cash From Operating Acitivities 839,213
FINANCING ACTIVITIES

Dividends Paid (710,000)
Net Increase in Cash and Cash Equivalents 129,213
Cash and Cash Equivalents - Beginning 127,300
Cash and Cash Equivalents - Ending $ 256,513

The accompanying notes are an integral part of these financial statements.
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PWA SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

1 - ORGANIZATION

PWA Securities, Inc. was incorporated in April 2007, and was organized under the laws of the
Commonwealth of Pennsylvania. The Company operates as a securities broker-dealer, registered with
the Financial Industry Regulatory Authority (“FINRA™) and is also a federally registered investment
advisor.

The Company is headquartered in Pittsburgh, Pennsylvania and maintains branch offices in
Greensburg, Pennsylvania and Reston, Virginia. The Company executes principal and agency
securities transactions and manages investment portfolios.

2 — SIGNIFICANT ACCOUNTING POLICIES

The financial statements of PWA Securities, Inc. are presented on the accrual basis of accounting and
are prepared in conformity with U.S. generally accepted accounting principles. In order to facilitate the
understanding of the data included in the financial statements, summarized below are the more
significant accounting policies.

Estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting
principles requires management to make estimates and assumptions that may affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenue and expenses during the reported period.
Actual results could differ from those estimates.

Securities Transactions

The Company clears securities transactions through Pershing LLC, a member of the New York Stock
Exchange, Inc. and NASDAQ, on a fully disclosed basis. The Company does not carry securities
accounts for customers or perform custodial functions relating to customer securities. As such, the
Company operates under the (k)(2)(ii) exemptive provisions of the Securities and Exchange
Commission (“SEC™) Rule 15¢3-3.

Securities transactions, together with related commission revenues and expenses, are recorded on a
settlement date basis, generally the third business day following the trade date.

Cash and Cash Equivalents

The Company maintains balances on deposit with financial institutions and its clearing organizations.
Those organizations are located in Pennsylvania (financial institutions) and New Jersey (clearing
organization). The accounts maintained at financial institutions are insured by the Federal Deposit
Insurance Corporation. The cash accounts maintained at the clearing organizations are insured by the
Securities Investor Protection Corporation. At certain times during the year, the Company’s cash
balances may exceed those limits. The Company has not experienced any losses associated with those
accounts.




PWA SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
(CONTINUED)

2 — SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Cash and Cash Equivalents {(Continued)

For purposes of the statement of cash flows, the Company includes amounts on deposit with banks and
amounts invested in money market instruments with other financial institutions as cash and cash
equivalents.

Securities Owned

Securities owned are held in accounts with the Company’s clearing organizations and consist of equity
securities. The securities accounts at the clearing organizations are insured by the Securities Investor
Protection Corporation up to $500,000.

Securities are carried at market value. Investments in securities traded on a national securities exchange
or listed on NASDAQ are valued at the last reported sales price on the primary securities exchange on
which securities have traded on the last business day of the year. The resulting difference between cost
and market is included in income. The Company’s investments are principally invested in mutual
funds.

Income Taxes

The Company has elected S corporation status for federal and state income tax purposes. Earnings and
losses are included in the personal income tax returns of the stockholders and taxed depending on their
personal tax strategies. Accordingly, the Company’s financial statements do not include a provision for
income taxes.

Management has elected to defer the application of FAS FIN 48, Accounting for Uncertain Tax
Positions in accordance with FSP FIN 48-3. The Company will continue to follow FAS 5, Accounting
Jor Contingencies, until it adopts FIN 48.

3 - RECEIVABLE FROM BROKER-DEALERS AND CLEARING ORGANIZATIONS

The Company clears its transactions on a fully disclosed basis through Pershing LLC. The amounts
receivable from the clearing organization relate to amounts due from that organization. The receivable
from the clearing organization at December 31, 2008 consists of the Company’s required deposit in the
amount of $50,000 at December 31, 2008,

4~ RELATED PARTY TRANSACTIONS

The Company has entered into a month-to-month agreement with an affiliated entity (related through
common ownership) through which the Company obtains various administrative and management
services. The agreement requires the Company to make monthly payments of approximately $14,000
for these services. During 2008, the Company paid approximately $168,200 for the services. The cost
for these services is reflected within several captions in the accompanying statement of operations.




PWA SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
(CONTINUED)

4 - RELATED PARTY TRANSACTIONS (CONTINUED)

In addition, the agreement requires the affiliated entity to pay the Company a monthly fee of $25,000
($300,000 annually) to perform broker-dealer services. The revenue generated under this agreement is
reflected under the caption “Other” in the statement of operations.

Substantially all of the Company’s brokerage revenue is generated from the affiliated entity.

5-NET CAPITAL REQUIREMENTS

The Company, as a registered broker-dealer in securities, is subject to the net capital rule adopted by the
Securities and Exchange Commission and administered by the Financial Industry Regulatory Authority.
This rule requires that the Company's "aggregate indebtedness,” as defined, not exceed fifteen times its
"net capital,” as defined. The Financial Industry Regulatory Authority may require a broker-dealer to
reduce its business activity if the capital ratio should exceed 12 to 1 and may prohibit a broker-dealer
from expanding business if the ratio exceeds 10 to 1. At December 31, 2008, the Company's net capital
under the uniform net capital rule was approximately $358,400, which exceeded the minimum capital
requirements by approximately $308,400. The Company's ratio of aggregate indebtedness to net capital
at December 31, 2008, was 0 to 1.
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PWA SECURITIES, INC.
COMPUTATION OF NET CAPITAL UNDER SEC RULE 15¢3-1
DECEMBER 31, 2008

NET CAPITAL
Stockholders' Equity $ 364,307

Deductions
Nonallowable Assets:

Other Assets 5,926

Net Capital $ 358381

AGGREGATE INDEBTEDNESS
Accounts Payable and Other Liabilities 3 -

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Net Capital Requirement {Greater of 6-%% of Aggregate Indebtedness

or $50,000) h) 50,000
Net Capital in Excess of Amount Required 308,381
Net Capital $ 358,381
Ratio of Aggregate Indebtedness to Net Capital Otol

See independent auditors’ report.
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PWA SECURITIES, INC.
COMPUTATION OF NET CAPITAL UNDER SEC RULE 15¢3-1
DECEMBER 31, 2008

RECONCILIATION WITH COMPANY'S COMPUTATION
(Inctuded in Part Il of Form X-17A-5 as of December 31, 2008)

Net Capital, as Reported in Company's Part 1I (Unaudited) Focus Report,
as Originally Filed

Difference

Net Capital, as Reported in the Audited Financial Statements

See independent auditors’ report.
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PWA SECURITIES, INC.
STATEMENT OF EXEMPTION FROM RESERVE REQUIREMENT COMPUTATION
UNDER SEC RULE 15¢3-3
DECEMBER 31, 2008

PWA Securities, Inc. claims exemption based on Regulation 240.15¢3-3 under (k)(2)(ii). Asan
introducing broker or dealer who clears all transactions with and for customers on a fully disclosed basis
with a clearing broker (Pershing: SEC#8-17574) or other distributors. PWA Securities, Inc. promptly
transmits all customer funds and securities to the clearing broker or other distributors, who carry all of the
accounts of such customers and maintain and preserve such books and records pertaining thereto pursuant
to the requirements of Rule 17a-3 and 17a-4, as are customarily made and kept by a clearing broker or
other distributors.

See independent auditors’ report.

12




OTHER INFORMATION




E 2’} ,:» Lally & Co., LLC
ﬁ."‘ 5700 Corporate Orive, Suite 800
Pittsburgh, Pennsylvania 15237-5851

Lally&Co. et

CPAs and Business Advisors www lailycpas.com

INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL REQUIRED BY
SEC RULE 17a-5(g)(1) FOR A BROKER-DEALER CLAIMING AN EXEMPTION FROM
SEC RULE 15¢3-3

PWA Securities, Inc.
Pittsburgh, Pennsylvania

In planning and performing our audit of the financial statements of PWA Securities, Inc, (the
“Company”) for the year ended December 31, 2008, in accordance with U.S. generally accepted auditing
standards, 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 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 exceptive 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 for prompt payment for securities under Section 8 of the
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System

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 the 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 preparation of financial statements in conformity with U.S.
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 the internal control or 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 combination of
control deficiencies, that adversely affects the entity's ability to initiate, authorize, record, process, or
report financial data reliably in accordance with U.S. 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 statements 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 the 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, 2008, to meet the SEC's
objectives.

This report is intended solely for the information and use of the Board of Directors, management, SEC,
Financial Industry Regulatory Authority (“FINRA”) and other regulatory agencies which rely on Rule

17a-5(g) under the Securities Exchange Act of 1934 in their regulation of registered broker-dealers, and is
not intended to be and should not be used by anyone other than these specified parties.

visy 4., et

January 27, 2009
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