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OATH OR AFFIRMATION

Thomas Grant swear or affirm that to the best of

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

H.G Wellington Co Inc as
of December 31 2008 are true and correct further swear oraffirm 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

None

Notary Public

PFr/Eo
Title

__________________________ KAREN LEVITAN

ZNotary Public State of New York

No Cl LE4782204
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Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation
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report describing any material inadequacies found to exist or found to have existed since the date of the previous audit
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To the Board of Directors and Stockholders of

Wellington Co Inc

We have audited the accompanying statement of financial condition of Wellington Co Inc

as of December 31 2008 and the related statements of income changes in stockholders equity

changes in liabilities subordinated to claims of general 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

financial statements are the responsibility of the Companys management Our responsibility is to

express an opinion on the financial statement 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 financial statements are free of material misstatement An audit

includes examining on 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 reasonable basis for our opinion

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

financial position of Wellington Co Inc as of December 31 2008 and the results of its

operations and its cash flows for the year then ended in conformity with accounting principles

generally accepted in the United States of America

Our audit was conducted for the purpose of forming an opinion on the basic financial statements

taken as whole The information contained in the accompanying Schedule is presented for

purposes of additional analysis and is not 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 audit of the basic financial

statement and in our opinion is fairly stated in all material respects in relation to the basic financial

statement taken as whole
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WELLINGTON CO INC

December 31 2008

Assets

Cash and cash equivalents Note 11 88187

Receivables from and deposits with broker-dealers 274169

Securities owned marketable at market value Note 1420736

Investment advisory fees receivable 394024

Membership in stock exchange

Owned at adjusted cost market value $222818 27300

Furniture and equipment at cost net of accumulated depreciation Note 70765

Deferred income taxes net Note 145000

Other assets 108362

Total assets 2528543

Continued
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WELLINGTON CO INC

December 31 2008

Liabilities and Stockholders Equity

Liabilities

Drafts payable Note 53301

Accounts payable accrued expenses and other liabilities 426609

Total liabilities 479910

Commitments and contingencies Notes and 11

Stockholders equity Note

Common stock $1 par value 415000 shares authorized

121256 shares issued and outstanding 121256

Paid-in capital 1333558

Retained earnings 593819

Total stockholders equity 2048633

Total liabilities and stockholders equity 2528543

The accompanying notes are an integral part of these financial statements
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Certified Public Accountants



WELLINGTON CO INC

Year Ended December 31 2008

Revenue

Commissions 4006159

Investment advisory fees 2225484

Interest 141372

Money market fund fees 793390

Unrealized loss on valuation of investments 75419
Other 795932

Total revenue 7886918

Expenses

Employee compensation and benefits 5512605

Floor brokerage exchange and clearance fees 208956

Communications 630477

Occupancy 643835

Outside services 298527

Other operating expenses 751787

Total expenses 8046187

Loss before income tax benefit 159269

Income tax benefit Note 20400

Net Loss 138869

The accompanying notes are an integral part of these financial statements
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WELLINGTON CO INC

STATEMENT OF CHANGES IN STOCKHOLDERS EQUITY

Year Ended December 31 2008

Balance January 2008

Net loss

Repurchase retirement of common stock

Balance December 31 2008

Common Stock Paid In Retained

of Shares Common Capital Earnings Total

139256 139256 1476958 933429 2549643

138869 138869

18000 18000 143400 200741 362141

121256 121256 1333558 593819 2048633

The accompanying notes are an integral part of these financial statements
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WELLINGTON CO INC

December 31 2008

Cash flows from operating activities

Net loss 138869

Adjustments to reconcile net loss to net cash provided by operating activities

Deferred income taxes 46000

Depreciation 13097

Unrealized loss from valuation of securities 75419

Changes in operating assets and liabilities

Decrease in receivables from and deposits with brokers-dealers 67922

Decrease in investment advisory fees receivable 187449

Decrease in other assets 55347

Increase in drafts payable 22615

Decrease in accounts payable accrued expenses and other liabilities 314629

Net cash used in operating activities 77649

Cash flows from investing activities

Sales of securities owned marketable at market value 185563

Net cash provided by financing activities 185563

Cash flows from financing activities

Repurchase of common stock 362141

Net cash used in financing activities 362141

Net decrease in cash and cash equivalents 254227

Cash and cash equivalents

Beginning of year 342414

End of year 88187

Cash paid during the year for

Income taxes 30470

The accompanying notes are an integral part of these financial statements
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WELLINGTON CO INC

December 31 2008

Organization and Nature of Business

Wellington Co Inc the Company is broker-dealer registered with Securities and

Exchange Commission the FINRA and is member of the New York Stock Exchange and various

other exchanges The Companys principal line of business is securities broker-dealer which

comprises conducting securities transactions for its customers and providing investment advisory

services

On July 27 2006 the Company entered into fully disclosed clearing agreement with Scott

Strongfellow Inc Clearing Broker Under the terms of the agreement the clearing broker shall

carry the proprietary accounts of the Company and the cash and margin accounts of the customers of

the Company introduced by the Company to the clearing broker and accepted by the clearing

broker The clearing broker will clear transactions on fully disclosed basis for such accounts as

set forth in the agreement The transfer of proprietary and customer accounts and the related

clearing activities occurred December 11 2006 at which time the Company began clearing its

security transactions on fully disclosed basis with the clearing broker and accordingly as of

December 11 2006 is exempt from the provisions of SEC Rule 15c3-3 and is not responsible for

compliance with Section 4c of Regulation of the Federal Reserve System There were no

liabilities subordinated to the claims of general creditors during the year ended December 31 2008

Significant Accounting Policies

Securities Transactions

Customer securities transactions and related commission revenue and expense are reported on

trade-date basis as if they had settled Marketable securities sold not yet purchased are valued at

market value

Financial instruments are recorded at fair value in accordance with FASB Statement No 157

Investment Advisory Fees

Advisory fees are recognized quarterly as services are performed Fees are based on the net asset

value of each investment portfolio serviced The Company receives certain advisory fees in advance

which are deferred and recognized when earned As of December 31 2008 all fees were earned

Drafts Payable

Drafts payable represent amounts drawn by the Company against bank and sight overdrafts under

sweep agreement with bank

ROSEN SEYMOUR SHAPSS MARTIN COMPANY LLP
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WELLINGTON CO INC

December 31 2008

Exchange Membership

An exchange membership owned by the Company is stated at cost

Office Furniture Fixtures and Equipment

The Company depreciates office furniture fixtures and equipment using straight-line and accelerated

methods over the estimated useful life of the assets

Income Taxes

The Company has elected to defer the application of FASB Interpretation No 48 Accounting for

Uncertainty in Income Taxes FIN 48 an interpretation of FASB Statement No 109 Accounting

for Income Taxes as permitted by FASB Staff Position FIN 48-3 FIN 48 which is effective for

annual financial statements beginning after December 15 2008 clarifies the accounting for

uncertainty in income taxes recognized in companys financial statements The Companys policy

is to account for contingent income tax liabilities in accordance with FASB Accounting for

Contingencies based on its assessment of probable income tax related exposures and the anticipated

settlement of those exposures resulting in actual future liabilities As of December 31 2008 the

Company does not believe it has any uncertain tax positions that would qualify for either recognition

or disclosure in the financial statements

Cash Equivalents

For purposes of the statement of cash flows the Company considers all highly liquid financial

instruments with an original maturity date of three months or less to be cash equivalents

Use of Estimates

The preparation of financial statements in cdnformity with accounting principles generally accepted

in the United States of America 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

Concentrations of Credit Risk

The Company invests its excess cash in deposits with major financial institutions and securities

issued by the U.S government and has established guidelines relative to diversification and

maturities that maintain safety and liquidity Financial instruments that subject the Company to risk

of loss include securities owned and receivables and deposits with brokers and dealers

ROSEN SEYMOUR SHAPSS MARTIN COMPANY LLP
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WELLINGTON CO INC

December 31 2008

Securities Owned

FASB Statement No 157 defines fair value establishes framework for measuring fair value and

establishes fair value hierarchy which prioritizes the inputs to valuation techniques Fair value is

the price that would be received to sell an asset or paid to transfer liability in an orderly transaction

between market participants at the measurement date fair value measurement assumes that the

transaction to sell the asset or transfer the liability occurs in the principal market for the asset or

liability or in the absence of principal market the most advantageous market Valuation

techniques that are consistent with the market income or cost approach as specified by FASB

Statement No 157 are used to measure fair value

The fair value hierarchy prioritizes the inputs to valuation techniques used to measure fair value into

three broad levels

Level inputs are quoted prices unadjusted in active markets for identical assets or

liabilities the Company has the ability to access

Level inputs are inputs other than quoted prices included within level that are

observable for the asset or liability either directly or indirectly

Level are unobservable inputs for the asset or liability and rely on managements own

assumptions about the assumptions that market participants would use in pricing the asset

or liability The unobservable inputs should be developed based on the best information

available in the circumstances and may include the Companys own data

The following tables present the Companys fair value hierarchy for those assets measured at fair

value on recurring basis as of December 31 2008

Fair Value Measurements on Recurring Basis

As of December 31 2008

Level Level Level Total

Assets

Securities owned

Money market 1346606 $1346606

Common stock 74130 74130

Totals 1420736 $1420736

The aggregate cost of marketable securities owned was $1403156 at December 31 2008
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WELLINGTON CO INC

December 31 2008

Furniture and Equipment

Major classes of furniture and equipment include the following

Life Years

Equipment 5-7 138657

Business assets acquired 15 50000

188657

Less accumulated depreciation 117892

70765

Depreciation and amortization expense for the year ended December 31 2008 aggregated $13097

Common Stock

The Company is authorized to issue common shares and Class shares The Certificate of

Incorporation restricts the payment of dividends on common shares

During 2008 the Company redeemed 18000 shares of common stock for an aggregate cost of

$362141

Employee Benefit Plan

The Company maintains 40 1k deferred compensation plan covering all eligible employees who
elect to participate in the plan Participating employees contribute percentage of their

compensation as defined into the plan which is limited to an amount allowable under the Internal

Revenue Code The Company at its discretion may also make matching contributions and

discretionary profit sharing contributions The Company made no matching or discretionary profit

sharing contributions for the plan year ended December 31 2008

Income Taxes

Temporary differences between tax and financial reporting bases at December 31 2008 include the

following items unrealized gains on marketable securities recognized for financial statement

purposes but not recognized for tax purposes and recognizing the tax benefit of net operating

loss for financial reporting purposes Components of income taxes are as follows

ROSEN SEYMOUR SHAPSS MARTIN COMPANY LLP
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WELLINGTON CO INC

December 31 2008

Currently payable state and local 25600

Deferred tax assets

Beginning of year 99000
End of year 145000

Increase in deferred tax asset and net

deferred income tax benefit 46000

Income tax provision 20400

The net deferred tax assets in the accompanying balance sheet include the following components

Deferred tax liabilities 7000
Deferred tax assets 152000

145000

The company has net operating loss carryforwards of approximately $380000 which expire in

various amounts from 2026 to 2028 Although realization is dependent on generating sufficient

future taxable income and is not assured management believes that it is more likely than not that all

deferred income taxes will be realized Therefore no valuation allowance has been established

Commitments

Operating Leases

Effective January 2009 the Company is obligated under sub-lease for office space for period of

five years through December 31 2013 The Company is obligated for forty five percent of the

primary tenants rent and related expenses

The Company is also obligated under operating leases for office space which expires on July 31
2010 The Company also rents additional office space on month-to-month basis from an unrelated

entity

ROSEN SEYMOUR SHAPSS MARTIN COMPANY LLP
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WELLINGTON CO INC

December 31 2008

Future minimum lease payments under operating leases are as follows

Minimum

Year Ending Lease

December 31 Payment

2009 393150

2010 393550

2011 383400

2012 383400

2013 383400

1936900

Total rent expense for all leases for the year ended December 31 2008 was approximately $644000

Memorandum of Understanding

The Company has entered into Memorandum of Understanding the Memorandum with an

unrelated broker-dealer Under the terms of the memorandum the Company and the unrelated party

will enter into business combination in the form of new limited liability company Each party

will make an initial capital contribution and contribute certain of their assets in exchange for an

ownership interest The Company will receive 45% ownership interest in the combined entity

The memorandum is nonbinding upon the parties and the combination is subject to regulatory

approval

10 Net Capital Refluirement

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

SEC rule 5c3-1 which requires the maintenance of minimum net capital and requires that the

ratio of aggregate indebtedness to net capital both as defined shall not exceed 15 to and that

equity capital may not be withdrawn or cash dividends paid if the resulting net capital ratio would

exceed 10 to At December 31 2008 the Company had net capital of $1262325 which was

$1012325 in excess of its required net capital of $250000 The Companys net capital ratio was

.38to1

ROSEN SEYMOUR Sl-IAPSS MARTIN COMPANY LLP
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WELLINGTON CO INC

December 31 2008

11 Financial Instruments with Off-Balance-Sheet Risk and Concentration of Credit Risk

The Companys transactions are cleared by another broker-dealer in securities pursuant to

clearance agreement Although the Company clears its transactions through another broker-dealer in

securities the Company is exposed to off-balance-sheet risk in the event that customers or other

parties fail to satisfy their obligations Should customer fail to deliver cash or securities as agreed

the Company may be required to purchase or sell securities at unfavorable market prices At

December 31 2008 substantially all of the securities owned and the amounts due from brokers

reflected in the statement of financial condition are positions held at and amounts due from one

clearing broker large financial institution The Company is subject to credit risk should this

broker be unable to fulfill its obligations The Company maintains its cash in bank deposit accounts

which at times may exceed federal insured limits The Company has not experienced any losses in

such accounts At December 31 2008 no deposits in one account exceeded the federally insured

limit

ROSEN SEYMOUR SHAPSS MARTIN COMPANY LLP
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WELL CO INC

December 31 2008

Net Capital

Total stockholders equity 2048633

Deductions and/or charges

Non-allowable assets

Deferred income taxes net 145000

Membership in exchange 27300

Investment advisory fees receivable 394024

Furniture equipment and leasehold improvements net 70765

Other assets 108362

745451

Other deductions

Other 805

805

Net capital before haircuts on securities positions 1302377

Haircuts on securities

Trading and investment securities

Other securities 40052

Net capital 1262325

See independent auditors report
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WELLINGTON CO INC

December 31 2008

Aggregate indebtedness

Drafts payable 53301

Accounts payable accrued expenses and other liabilities 426609

Total aggregate indebtedness 479910

Computation of Basic Net Capital Requirement

Minimum net capital requirement 250000

Net capital at 1500 percent 1012325

Excess net capital at 1000 percent 962325

Ratio aggregate indebtedness to net capital .38 to

Reconciliation with Companys computation included in Part II

of Fonn X17a-5 as of December 31 2008
Net capital as reported in companys Part 11A unaudited

FOCUS report 1255331

Audit adjustment to deferred tax asset 27600

Audit adjustment to investment advisory fees receivable 38718
Audit adjustment to income tax accrual 6996

Decrease in nonallowable assets 11116

Net capital per above 1262325

See independent auditors report
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INDEPENDET AUDITORS REPORT
ON INTERNAL CONTROL

t7isjO

To the Board of Directors and Stockholders of

Wellington Co Inc

In planning and performing our audit of the financial statements of H.G Wellington Co Inc the

Company as of and 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 on the financial statements but not for the purpose of expressing

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

Also as required by rule 17a-5g1 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 such practices and

procedures that we considered relevant to the objectives stated in rule 17a-5g in making the

periodic computation of aggregate indebtedness or aggregate debits and net capital under rule 7a-

3a1 and for determining compliance with the exemptive provisions of rule 15c3-3 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

Making quarterly securities examinations counts verifications and comparisons and

recordation of differences required by rule 7a- 13

Complyingwith the requirements for prompt payment for securities under Section of

Federal Reserve Regulation of the Board of Governors of the Federal Reserve System

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 of the objectives of internal control 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 managements authorization and

recorded properly to permit the preparation of financial statements in conformity with accounting

principles generally accepted in the United States of America Rule 7a-5g lists additional

objectives of the practices and procedures listed in the preceding paragraph

ROSEN SEYMOUR SAPSS MARTIN COMPANY LLP
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Because of inherent limitations in 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

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 misstatementof the financial statements will

not be prevented or detected by the entitys 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 related regulations and that practices and procedures

that do not accomplish such objectives in all material respects indicate material inadequacy for

such purposes Based on this understanding and on our study we believe that the Companys

practices and procedures were adequate at December 31 2008 to meet the SECs objectives

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

SEC the Financial Industry Regulatory Authority the New York and American Stock Exchanges

and other regulatory agencies that rely on rule 17a-5g 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

CERTIFIED PUBLIC ACCOUNTANTS

New York New York

February 24 2009
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