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Managing Members

NWT Financial Group LLC

Independent Auditors Report

We have audited the accompanying statement of financial condition of NWT Financial

Group LLC the Company as of December 31 2008 and the related statements of

changes in members equity changes in liabilities subordinated to claims of

gnera1 creditors 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 flnancial statements are the

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

on these financial statements based on our audit

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

Ui.Ited States of America Those standards reqdre that we plan and perform the audit to

obtain reasonable assurance about whether the financial statements are free of material

msstatement An audit includes examining on test basis evidence supporting the

.mounts and disclosures in the finanial st.atem.ents An audit also includes assessing the

arcouotin.g princip.es used and significant estimates made by management as well

evaluating the overall financial statement presentation We believe that our audit provides

rcasonabie basis for our opinion

in our opinion the financial statements referred to above present fairly in all material

respects the financial condition of NWT Financial Group LLC as of December 31 2008

and the results of its operal ions and its cash flows for the.year then ehded in confornity

wt.t accounting principles generally accepted in the United States of America

Ou 1Jit was conducted for the puosc offorining an opinion on the basic flnanciai

itemem taken as whole The infbmaion contained in Schedules and 11 is presented

ft nos ot additional naly IS C1A 1u ie.j.nrrd pirt the han narciat

salemenis nut supplementary mTormflattcn requ.1re by Rule l7a under the Securities

I- chiie Act of 1934 Sucn infori it been jzcted to the auditing pie ceunres

applied in the audiE oftliebasim financial sLitements an.l jil our opinion is fairly stated in

all rnatiial iespects in relation to the basli financial statements taken as whole

Jettis Rumsey Inc

MÆrysvilkWashimrton

February 24 2009

4229-76 St N.E Suite 102 P.O Box 277 Marysville WA 98270 360 659-8502 800 659-8502 FAX 360 653-4019
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NWT Financial Group LLC

tementofFinancialCondit

As of December 31 2008

ASSETS

CURRENT ASSETS
Cash 29382815

Penson Error Account 20.41

Penson Fee Account 4139.59

Penson Receivable 63935409

Wedbush Receivable 12669.65

Wedbush Fee Account 144.42

Employee Advances 9000.00

Allowance for Uncollectible Accounts 1630.13

Total Current Assets 957556.21

PROPERTY AND EQUIPMENT
Computer/Telephone Equipment 50830.66

Furniture Fixtures 4989.17

Less Accumulated Depreciation 39775.35

Net Property and Equipment 16044.48

OTHER ASSETS
NASD CR0 Account 1604.05

Penson Clearing Deposit 100390.39

Townsend Trading Deposit 5000.00

Prepaid Expenses 23840.59

Wedbush Clearing Deposit 50.19411

Total Other Assets 181029.14

TOTAL ASSETS 1154629.83

The accompanying notes are an integral part of this financial statement



NWT Financial Group LLC

Statemer.t.

As of December 31 2008

LIABILITIES AND OWNERtS EQUITY

CURRENT LIABILITIES
Commissions Payable 463398.49

Other Payables 443186.85

Payroll Liabilities 9044.74

Total Current Liabilities 91563008

LONG-TERM LIABILITIES

Total Liabilities 91563008

EQUITY
Paid in Capital 122023.99

Current Profit or Loss 11697576

Total Equity 238999.75

TOTAL LIABILITIES AND
MEMBERS EQUITY 1154629.83

The accompanying notes are an integral part of this financial statement



NWT Financial Group LLC

income Staternen

12 Months Ended

December 31 2008

Sales

Commission Income

Interest Income

Other Income

Market Data Fee Income

ECN Fee Income

Less Returns Allowances

4900224.83

272439.63

8455.06

101281.32

980818.36

0.00

Total Sales

Cost of Goods Sold

6263219.20

Clearing Execution Charges

Commission Expense

Error Account

Total Cost of Goods Sold

Gross Profit

Operating Expenses
Professional Fees

Advertising

Bad Debt Allowance

Bank Charges

Auto Expenses

Contributions

Depreciation

Information Services

Dues Subscriptions

Regulatory Fees

Insurance

Office Expense

Postage/Shipping

Rent

BO Excise Tax

Payroll Taxes

Telephone

Travel Lodging

Meals

Utilities

Wages Employees

Total Operating Expenses

Operating Income Loss

Net Income Loss

1152447.60

3268439.47

469549

4436191.58

1827027.62

19210794

1000.00

1630.13

3592.13

11216.00

356.00

11166.00

96222.68

1025.74

2809642

55080.06

46478.85

460.16

52000.00

95885.26

51242.67

21036.80

19506.12

1686815

4973.87

1.000106.68

171005186

116975.76

116975.76

The accompanying notes are an integral part of this financial statement



NWT FINANCIAL GROUP LLC

Statement of Changes in Members Equity

For Year Ended December 31 2008

Paid-in Retained Profit Totals

Capital Earnings

Balance January 2006 90500.00 $22700.64 $113200.64

Capital Contributed 8823.35 8823.35

Net Income Current Year $116975.76 $116975.76

Balance December 31 2008 9932335 $22700.64 116975.76 $238999.75

The accompanying notes are an integral part of this financial statement



NWT Financial Group LLC

Statement of Changes in Liabilities Subordinated to Claims of General Creditors

For the year ended December 31 2008

Balance January 2008

Increases

Decreases

Balance December 31 2008

The accompanying notes are an integral part of this financial statement



NWT Financial Group LLC

Statement of Cash Flows

For the year ended December 31 2008

Increase Decrease in Cash

Cash flows from operating activities

Net Earnings 116975.76

Depreciation 39209.59

Accounts receivable 467211.95
Allowance for uncoflectible accounts 163013
Penson accounts 3757.50

Prepaid Expenses 11322.72
NASO CR0 1091.30
Penson Clearing Deposit 63304.16
Wedbush Clearing Deposit 50194.11

Employee Advances 900000
Commissions payable 348286.49

Other payables 246004.21

Payroll Liabilities 101.33
Net Cash provided by operations 146123.11

Cash flows from investing activities

Equipment Purchased 52989.21

Cash flows from financing activities

Capital Investment 8823.35

Net Increase Decrease in Cash 101957.25

Cash beginning of year 191870.90

Cash end of year 293828.15

The accompanying notes are an integral part of this financial statement



Schedule

NWT FINANCIAL GROUP LLC

Statement of Net Capital Computation

Pursuant to Rule 15c3-1

As of December 31 2008

Total Aggregate Indebtedness from 91563008

Statement of Financial Position

Minimum Net Capital Required 6.67% of 61072.53

Aggregate Indebtedness

Minimum dollar net capital requirement 5000.00

Net Capital Requirement Greater of line or 61072.53

Excess Net Capital

Net Capital 17596363

Less Capital Requirement 61072.53

Total Excess Net Capital 11489110

Required Reserve Deposit None

The accompanying notes are an integral part of this financial statement
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Schedule II

NWT FINANCIAL GROUP LLC

Computation of Net CaptaI

Pursuant to Rule 15c3-1

For Year Ended December 31 2008

Total Members Equity $238999.75

Less non-allowable assets

Townsend Trading Deposit 5000.00

Employee Advances 9000.00

Prepaid Expenses 23840.59

Net Fixed Assets 16044.48

NASD CRD Account 1604.05

Less Securities Haircut 7547.00

63036.12

Net Capital $175963.63

Total aggregate indebtedness $915630.08

Ratio of aggregate indebtedness 529

to net capital

Minimum Net Capital $5000

Note There is difference between the net capital reported above and the net capital reported

on form FOCUS X-17A-5 Part hA as of December 31 2008

Reconciliation

Focus X-17A-5 Part hA
Net Capital 173684.00

Audit Adjustments

Payroll Liabilities 3909.93

Allowance for Uncollectible Accounts 1630.13
2279.80

Reconciled Net Capital Balance 175963.80

The accompanying notes are an integral part of this financial statement
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NWT Financial Group LLC
December...3 .2008

Notes to Financial Statements

Organization and Nature of Business

NWT Financial Grip LLC The Company is Washington state limited liability company
formed on March 2006 The Company operates broker-dealer business at 275 Place

NW Issaquah WA

Significant Accounting Policies

Basis of Presentation

The Company is registered broker-dealer licensed by the Untied States Securities and

Exchange Commission SEC and is member of the Financial Industrial Regulatory Authority
and the Securities Investor Protection Corporation

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally

accepted in the United States of America GAAP requires management to make estimates

and assumptions that 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 revenues and expenses during the reporting period Actual results could differ from those

estimates Material estimates in which management believes near-term changes could

reasonably occur include the allowance for uncollectible accounts Other estimates made by

management include fixed assets useful life

Offeuin ofAnzount.c Related to Certain Contracts

When the requirements of FSP FIN-39 are met the Company offsets certain fair value amounts

recognized for cash collateral receivables or payable against fair value amounts recognized for

net derivative positions executed with the same counterparty under the same master netting

arrangement

olnmiSsions

Commissions and related clearing expenses are recorded on trade-date basis as securities

transactions occur

FixedAssets and Depreciation

The Companys fixed assets are comprised of furniture fixtures and computer equipment

Depreciation is provided on straight-line basis using estimated useful lives of five years for

computer equipment and ten years for furniture and fixtures

Cash and Cash Equivalents

For purposes of the Consolidated Statement of Cash Flows the Company has defined c.ash

equivalents as highly liquid investments with original maturities of less than three months that

are not held for sale in the ordinary course of business

12



Cash and Securities Segregated Under Federal and Other Regulations

The FDICs basic insurance amount is $250000 per depositor per insured bank The Company
has two Wells Fargo bank accounts in which the respective balances do not exceed the

$250000 limit

Receivable From Broker-Dealers Clearing Organizations and Customers

Amounts receivable from

The Company does not hold any funds or securities for the account of any customers Customer

funds and securities are held through an independent third party broker-dealer Receivables

from Penson and Wedbush of $652053.77 net of the allowance for uncollectihie accounts of

$1630.13 represents commissions owed from two third party broker dealers Penson and

Wedbush Commissions from these broker-dealers are the Companys primary source of

income The Company recognizes revenue as earned

Concentration ofreceivables

The Company clears significant portion of its proprietary and customer transactions through

Penson an independent broker-dealer on fully disclosed basis The amount receivable

aforementioned is remitted to the Company on monthly basis

Allowance for Uncollec/ible Accounts

The Company estimates its allowance for uncollectible accounts as percentage of its accounts

receivable The Company has history of collecting all of its receivables with one month

turnaround time frame Therefore the Company estimates that 0.25% of receivables each year

could be uncollected

Other Payables

Other_Payables

Mobile 500.00

Verizon 30000

Puget Sound Energy 600.00

Capital One 15646.37

Wedbush Customer 6500.00

Wedbush 10000.00

Year End Bonus 300000.00

ingtontmofRevenue 37087.68

Risa Tamaoki Consulting/Legal Fees 5000.00

Merrill Lynch $3762.85

ActivFinaneial 86.07

Sterling 7293.20

Orbis 2030.35

NYSE 187.65

Townsend Analytics 3574421

NYSE ARCA 927479

NASDAQ/INET 1765.11

Banc of America 5914.59

MFGiobal 1415.15

ARCA Trading _________
TOTAL OTHER PAYABLES $443186.85
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BankLoans
As of December 31 2008 the Company had no outstanding bank loans

Long-Term Notes Payable

As of December 31 2008 the Company had no outstanding long-term notes payable

Subordinated Borrowings

As of December 31 2008 the Company had no subordinated borrowings

Related Party

The Company has significant related party transactions with affiliate JDS Management NWT
Financial Group LLC rents its facilities from JDS Management Dave Niederkrome John

Jessum Scott Baker primary members of NWT Financial Group LLC hold significant

interest in JDS Management

10 Commitments and Contingent Liabilities

Commilments

The Company leases office facilities in Issaquah Washington from JDS Management During

2008 rent was $4000 January through October and was raised to $6000 November through

December it is included in the Rent expense line item on the Statement of Income The

amount of rent is raised each year based on the Companys research of the fair market value of

rent for the area and the United States Consumer Price Index where inflation is taken into

account

Future minimum rental payments for the next fIve years and in agreate

2009 7200000

2010 $74160.00

2011 $76384.80

2012 78676.34

2013 $81036.63

Total 382257.77

continent Liabilities

As of December 31 2008 the Company expects one arbitration claim to be filed by customer

of separate and unrelated investment advisory firm Due to the fact that the Companys legal

counsel intends to vigorously defend any action as there was not contractual relationship

much less that of broker-customer relationship an estimate of loss cannot be determined

Ii Membership Interest

Because the Company is an LLC it does not issue stock There are members Dave

Niederkrome John Jessum and Scott Baker each holds respectively 3.34% 33.33% and

33.33% interest in the LLC As of January 2008 each member contributed capital in the

form of fixed assets to the Company

12 Financial Instruments

The Company uses no derivative financial instruments for trading purposes
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13 Net Capital Requirements

Per rule 5c3- of the Securities Exchange Act of 1934 the Company is required to maintain

minimum net capital and ratio of aggregate indebtedness to net capital as defined not

exceeding 15 to The requirement for NWT Financial Group LLC is 6.67% of indebtedness

of the company For December 31 2008 is $61072.53 The Company therefore had excess

capital of $114891.10 The basic concept of the rule is that the broker-dealer in securities has

at all times sufficient liquid assets to cover current indebtedness for 2008 both targets were

met

14 Computation of Determination of Reserve Requirements

Because the Company does not hold any funds or securities for the account of any customers
as defined by the Securities and Exchange Commission Rule 5c3-3 no reserve is required

Consequently reserve requirement was not calculated

15 In come Taxes

The Company by member of the LLC has elected corporation tax status An corporation is

not tax paying entity Any income or operating loss arising from the activities of the company
is reported after appropriate adjustments on the personal income tax return of the member
Because of this on the income statement there is no provision for income tax expense and the

statement of financial condition does not report any income tax liability
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INDEPENDENT AUDITORS SUPPLEMENTARY
REPORT ON INTERNAL CONTROL STRUCTURE

Managing Member

NWT Financial Group LLC

In planning and performing our audit of the financial statements and supplementary

schedules of NWT Financial Group LLC the Company for the year ended December

31 2008 in accordance with auditing standards generally accepted in the United States

of America we considered the Companys internal control over financial reporting

internal control as basis for designing our auditing procedures for the purpose of

expressing our opinion for designing our auditing procedures for the purpose of

expressing our opinion an opinion on the effectiveness of the Companys internal control

Accordingly we do not express an opinion on the effectiveness of the Companys internal

control

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

Also as required by rule 17a-5g of the Securities and Exchange

Commission SEC we have made study of the practices and

procedures followed by the Company including consideration of

control activities for safeguarding securities This study included tests

of compliance with such practices and procedures that we considered

relevant to the objectives stated in rule 7a-5g in the following

Making the periodic computations of aggregate indebtedness or

aggregate debits and net capital under rule 7a-3a 11 and the

reserve required by Rule 15c3-3e Making the quarterly securities

examinations counts verifications and comparisons and the

Recordation of differences required by rule 7a- 13

Complying with the requirements for prompt payment for securities

under Section of the Federal Reserve Regulation of the Board of

Governors of the Federal Reserve System

Obtaining and maintaining physical possession or control of all fully

paid and excess margin securities of customer as required by Rule

15c3-3

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 SECs above-mentioned objectives Two
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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 managements
authorization and recorded properly to permit the preparation of financial statements in

conformity with generally accepted accounting principles Rule 7a-5g lists additional

objectives of the practices and the procedures listed in the preceding paragraph

Because of inherent limitations in internal control or the practices and procedures referred

to above errors 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

control deficiency exists when the design or operation of control does not allow

management or employees in the normal course of performing their assigned functions

to prevent or detect misstatements on timely basis significant deficiency is control

deficiency or combination of control deficiencies that adversely affects the entitys

ability to initiate authorize record process or report financial data reliably in

accordance with generally accepted accounting principles such that there is more than

remote likelihood that misstatement of the entitys financial statements that is more

than inconsequential will not be prevented or detected by the entitys internal control

material weakness is significant deficiency or combination of significant

deficiencies that results in more than remote likelihood that material misstatement of

the financial statements will not be prevented or detected by the entitys internal control

Our consideration of internal control would not necessarily disclose all matters in internal

control that might be material weaknesses under standards established by the American

Institute of Certified Public Accountants material weakness is condition in which the

design or the operation of the specific internal control components does not reduce to

relatively low level the risk that errors or fraud in amounts that would be material in

relation to the financial statements being audited may occur and not be detected within

timely period by employees in the normal course of performing their assigned functions

We noted no matters involving the control environment and accounting system and their

operation that we consider to be material weakness as defined above

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 previously

We understand that the practice and procedures that accomplish the objectives referred to

in the second paragraph of this report are considered by the SEC to be adequate for this

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
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respects indicate material inadequacy for such purposes Based on this understanding

and our study we believe that the Companys practices and procedures as described in

the second paragraph of this report were adequate at December 31 2008 to meet the

SECs objectives

This report is intended solely for the use of the Board of Directors management the

Securities and Exchange Commission the National Association of Securities Dealers

Inc and other regulatory agencies that rely on rule 17a-5g under the Securities

Exchange Act of 1934 and should not be used by anyone other than these specified

parties

\S

Pettis Rumsey Inc P.S

Marysville WA 98270

February 24 2009
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