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OATH OR AFFIRMATION

I, Bruce Alan Williamson , swear (or affirm) that, to the best of

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

Fortress Group, Inc. , as

of December 31 , 2009 , 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:

N 7

7 Signature

Chief Financial Officer
Title

ﬁtary Public n‘a CommSSiad expreS November 1, 2010

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

(a) Facing Page.

(b) Statement of Financial Condition.

(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.

(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 !5¢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) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

KO 0O HOOKNORRRKREK

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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REPORT OF INDEPENDENT AUDITORS

To the Stockholders
Fortress Group, Inc.

We have audited the accompanying statement of financial condition of Fortress Group,
Inc. as of December 31, 2009. This financial statement is the responsibility of the Company's
management. Our responsibility is to express an opinion on this 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 statement is free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statement. 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 statement referred to above presents fairly, in all material

respects, the financial position of Fortress Group, Inc. as of December 31, 2009, in conformity
with accounting principles generally accepted in the United States of America.

Bt Lathond ik, Prtl Bt

February 22, 2010



FORTRESS GROUP, INC.

Statement of Financial Condition
December 31, 2009

ASSETS

CURRENT ASSETS
Cash
Prepaid expenses and deposits
Total current assets

FIXED ASSETS, less accumulated depreciation
of $39,225 in 2009

LIABILITIES AND STOCKHOLDERS' EQUITY

CURRENT LIABILITIES
Accounts payable and accrued expenses

STOCKHOLDERS' EQUITY:
Common stock, $.01 par value, 10,000 shares authorized,
2,600 shares issued and outstanding
Paid-in capital in excess of par
Retained earnings

$ 497,681

18,963

516,644

_ 28,027

$ 544,671

$ _340.760
340,760

26
25,974

177911

203,911
§ 544,671

The accompanying notes are an integral part of these financial statements.
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NOTES TO FINANCIAL STATEMENT

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Nature of Operations — The Company provides investment banking services concentrating on private
placements of alternative asset limited partnership interests with institutional investors. The Company’s
clients are generally U.S. alternative assets investment managers. On December 22, 2002 the Company
formally changed its name from Fortress Williamson Securities, Inc. to Fortress Group, Inc.

Cash and cash equivalents — The Company considers money market accounts and highly liquid cash
investments with a maturity date of three months or less to be cash equivalents.

Revenue Recognition — Revenue related to commissions earned regarding the arranging of private
placements of securities by issuers will be recognized generally at the “date of closing” when the revenue is
earned.

Fixed Assets — Fixed assets are recorded at cost. Depreciation of fixed assets is computed using the straight
line method over the estimated useful lives of the property. The cost and accumulated depreciation related
to assets retired or sold are relieved from the accounts, and gain or loss on disposal is reflected in income.
The cost of maintenance and repairs is charged to expenses as incurred. Renewals and betterments which
extend the useful life of assets are capitalized.

Income taxes — The Company has elected to be taxed under the provisions of Subchapter S of the Internal
Revenue Code. Under those provisions, the Company's net income or loss is reportable by its stockholders
in their individual income tax returns.

Use of estimates — The preparation of the financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actual results could differ from those estimates.

NOTE 2 - RECENT ACCOUNTING PRONOUNCEMENTS

In September 2006, the Financial Accounting Standards Board (“FASB”) issued Statement of Financial
Accounting Standards No. 157 (“SFAS 157”), Fair Value Measurements, which defines fair value,
establishes a framework for measuring fair value in generally accepted accounting principles, and expands
disclosures about fair value measurements. SFAS 157 was effective for the Company on January 1, 2008,
with the exception of a one-year deferral for certain non-financial assets and liabilities. The requirements of
SFAS 157 have been applied prospectively. The adoption of SFAS 157 does not have a material impact on
the Company’s financial statements.

SFAS 157 defines fair value as the price that would be received to sell an asset or paid to transfer a liability
in an orderly transaction between market participants at the measurement date. In determining fair value,
the Company uses various methods including market, income, and cost approaches. The Company utilizes
valuation techniques that maximize the use of observable inputs and minimizes the use of unobservable
inputs.

As a basis for categorizing these inputs, SFAS 157 establishes the following hierarchy, which prioritizes
the inputs used to measure fair value from market based assumptions to entity specific assumptions:



NOTES TO FINANCIAL STATEMENT

NOTE 2 — RECENT ACCOUNTING PRONOUNCEMENTS (Continued)

e Level 1: Inputs based on quoted market prices for identical assets or liabilities in active markets
at the measurement date.

e Level 2: Observable inputs other than quoted prices included in Level 1, such as quoted prices
for similar assets and liabilities in active markets; quoted prices for identical or similar assets
and liabilities in markets that are not active; or other inputs that are observable or can be
corroborated by observable market data.

e Level 3: Inputs reflect management’s best estimate of what market participants would use in
pricing the asset or liability at the measurement date. The inputs are unobservable in the market
and significant to the instrument’s valuation.

In February 2007, the Financial Accounting Standards Board (“FASB”) issued Statement of Financial
Accounting Standards No. 159 (“SFAS 159”), The Fair Value Option for Financial Assets and Financial
Liabilities, which permits entities to choose to measure many financial instruments and certain other items
at fair value. SFAS 159 was effective for the Company on January 1, 2008. The requirements of SFAS 159
do not have a material impact on the Company’s financial statements and the Company has not elected
these measurements.

NOTE 3 - LEASES:

The Company leases office space pursuant to an operating lease agreement expiring in 2012.  Annual
future minimum rental payments under the Company’s non-cancelable operating leases are as follows:

Year Ending

December 31 Amount
2010 $ 79,830
2011 80,065
2012 82.448

$242,.343
NOTE 4 - NET CAPITAL REQUIREMENTS:

The Company is a licensed broker/dealer and accordingly is subject to the Securities and Exchange
Commission Uniform Net Capital Rule which requires the maintenance of adjusted minimum net capital
and requires that the ratio of aggregate indebtedness to net capital, both as defined, shall not exceed 8 to 1.
At December 31, 2009, the Company had adjusted net capital of 156,696 which was $133,979 in excess of
its required net capital of $22,717.

Pursuant to SEC Rule 17a-5, paragraph (d)(4), the net capital computation contained in this annual audit
report for the period December 31, 2009 does not differ materially from the net capital computation
contained in the firm’s unaudited FOCUS Report Part IIA for the period ending December 31, 2009.
Consequently, a reconciliation was not required and is therefore not included herein.



NOTES TO FINANCIAL STATEMENTS

NOTE 5 - PENSION PLAN:

The Company maintains a Simplified Employee Pension plan covering eligible employees. Company
contributions to the plan are determined annually and are made at the discretion of the Board of Directors.
Pension expense for the year ended December 31, 2009 was approximately $111,156.
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