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his 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 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.

._]

RINORONROBRE

HER O

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



CASCADE FINANCIAL MANAGEMENT, INC

AND ITS WHOLLY-OWNED SUBSIDIARY,
CFMI INSURANCE AGENCY, LLC

Table of Contents
Independent Auditoré' [R5 o Lo 1 O POt ‘. .1
Cdnsolidated Financial Statements:
Consolidated Statement of Financial Condition...............c.cococciniiniin. 2
Consolidated Statement of Operations.........c..ccocoviiiiiiiirieiiiinnen 3
Consolidated Statement of Changes in Stockholders’ Equity.................... 4
Consolidated Statement of Cash FIows...........ooiiiiii 5
Notes to Consolidated Financial Statements..................cooiiiie 6
Schedule | - Computation of Net Capital...............oooeiiii 11
independent Accountants' Report on Applying Agreed-Upon Procedures
Related to SIPC Assessment Reconciliation.............c.ooooiiii 12
SIPC General Assessment Reconciliation Form SIPC-7...........c.coooiiiinniaen. 14

independent Auditors’ Report on Internal Control............cooooiiii, 16



WADE ] BOWDEN & COMPANY

CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS

INDEPENDENT AUDITORS' REPORT

To the Shareholders and Directors
CASCADE FINANCIAL MANAGEMENT, INC. and its
Wholly-Owned Subsidiary, CFMI Insurance Agency, LLC

We have audited the accompanying consolidated statement of financial condition of
Cascade Financial Management, Inc. and its wholly-owned subsidiary, CFMI insurance
Agency, LLC, as of December 31, 2010 and the related consolidated statements of
operations, 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 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 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 consolidated financial statements referred to above present fairly, in all
material respects, the financial position of Cascade Financial Management, Inc. and its -
subsidiary as of December 31, 2010, 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 a whole. The information contained in the supplementary schedule
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 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.

o) Bl & Conngpenisy

Atlanta, Georgia
February 21, 2011

863 FLAT SHOALS ROAD SE, SUITE C-369
CONYERS, GEORGIA 30094
PH 770-500-9798
FAX 678-868-1411




CASCADE FINANCIAL MANAGEMENT, INC

AND ITS WHOLLY-OWNED SUBSIDIARY,
CFMI INSURANCE AGENCY, LLC

CONSOLIDATED STATEMENT OF FINANCIAL CONDITION

‘ December 31, 2010
ASSETS
CURRENT ASSETS:
Cash $ 248,917
Commissions receivable 107,421
Cash deposits with clearing organizations 61,423
Accounts receivable 6,711
Prepaid expenses 24.4(_)2
Total current assets | 448,877
FGRNITURE AND EQUIPMENT 99,301
Less accumulated depreciation (94,564 )1
Furniture and equipment - net | 4,737
OTHER ASSETS:
Cash surrender value of life insurance 31,534
Intangible assets, net of accumulated amortization
of $19,927 2,334
Security deposits 7,422
Total other assets | 41,290
TOTAL 1% 494,904
LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES: '
Accounts payable and accrued expenses $ 92,828
Commissions payable 97,466
TOTAL LIABILITIES | 190,294
STOCKHOLDERS' EQUITY
Common stock, no par value, 50,000 shares authorized, :
260 shares issued and outstanding ‘ 268,164
Retained earnings 36,446
Total stockholders' equity | 304,610
TOTAL : I3 494,904

See Independent Auditors’ Report and Notes to Consolidated Financial Statements.
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CASCADE FINANCIAL MANAGEMENT, INC

AND ITS WHOLLY-OWNED SUBSIDIARY,
CFMI INSURANCE AGENCY, LLC

CONSOLIDATED STATEMENT OF OPERATIONS
'FOR THE YEAR ENDED DECEMBER 31, 2010

REVENUES:
Investment advisory fees $ 1,225,350
Commissions 637,891
Alternative investment fees 482,258
Overrides and rebates 191,285
Insurance fees 86,766
Total revenue i 2,623,550
OPERATING EXPENSES:
Investment consulting expenses 1,073,858
Employee compensation and benefits 554,810
Commmissions 409,958
Rent 134,958
Technology services 101,170
Professional services 78,305
Payroll and property taxes 62,449
Office 58,032
Registration and licensing ‘ 32,011
Marketing and business development 31,735
Travel 25,465
Insurance 9,252
Depreciation 4,434
Dues and subscriptions 2,985
Training ' 2,514
Meals and entertainment 808
Bank charges and credit card fees 714
Amortization 233
Total expenses i 2,583,691
Net income before other income <expense> and taxes | 39,859
OTHER INCOME <EXPENSE>
Interest and dividend income 4,608
Interest expense (818)
Charitable contributions (1,300)
Net other income | 2,490
Income before current income taxes 42,349
CURRENT INCOME TAX EXPENSE (8,027)r
NET INCOME | 34,322

See Independent Auditors’ Report and N

otes to Consolidated Financial Statements.
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CASCADE FINANCIAL MANAGEMENT, INC

AND ITS WHOLLY-OWNED SUBSIDIARY,

CFMI INSURANCE AGENCY, LLC

CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2010

STOCKHOLDERS' EQUITY, JANUARY 1 B 270,288
Net ihcome 34,322
STOCKHOLDERS' EQUITY, DECEMBER 31 B 304.610

See Independent Auditors’ Report and

Notes to Financial Statements.
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CASCADE FINANCIAL MANAGEMENT, INC

AND ITS WHOLLY-OWNED SUBSIDIARY,

CFMI INSURANCE AGENCY, LLC

CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2010

OPERATING ACTIVITIES:
Net income $ 34,322
Adjustments to reconcile net income to net cash used
by operating activities:
Depreciation and amortization 4,667
Increase in deposits with clearing organizations (26,423)|
Increase in commissions receivable (34,187)
Decrease in accounts receivable 10,555
Decrease in prepaid expenses - 5,753
Increase in cash surrender value of life insurance (12,727)}
Increase in accounts payable and accrued expenses 7,886
Decrease in commissions payable (6,139)
Decrease in unearned revenue (594
Net cash used by operating activities | (16,352)]
INVESTING ACTIVITIES:
Purchase of property and equipment (1,484)
Decrease in due from employees and shareholders 6,663
Net cash provided by invésting activities | 5,179
NET DECREASE IN CASH (11,173)]
CASH AT BEGINNING OF YEAR 260,090
CASH AT END OF YEAR B 248,917 |

See Independent Auditors' Report and
Notes to Financial Statements.
' 5



CASCADE FINANCIAL MANAGEMENT, INC

AND ITS WHOLLY-OWNED SUBSIDIARY,

CFMI INSURANCE AGENCY, LLC

1.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Business

Cascade Financial Management, Inc. (the Company) is a broker-dealer registered
with the Securities and Exchange Commission (SEC) and is a member of various
exchanges and the Financial Industry Regulatory Authority (FINRA). The Company
has offices in Denver, and Boulder, Colorado as welt as Springfield, Missouri. The
Company was incorporated as a Colorado corporation in 2002.

. Basis of Presentation

The consolidated financial statements include the accounts of the Company and
its wholly-owned single member LLC subsidiary, CFMI Insurance Agency, LLC.
The Company is engaged in a single line of business as a securities broker-dealer,
which comprises several classes of services, including agency transactions and
investment advisory. All material intercompany balances and transactions are
eliminated in consolidation. See also Note 7. ’

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

securities transactions occur. The transactions recorded on a settlement-date
basis will not be materially different from the trade-date basis.

Investment Advisory Income

Investment advisory fees are received quarterly but are recognized as earned on
a pro-rata basis over the terms of the agreements.

Alternative Investment Fees

Alternative investment fees is brokerage revenue derived from private placement
commissions, primarily from non-publicly traded real estate investment trusts and
managed futures funds. These fees are received as the placement is made and
recognized at the time of placement.



SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED
Income Taxes

Current taxable income will be increased by approximately $400 of non-deductible
expense required for meals and entertainment for the year ending December 31,
2010. At December 31, 2010 the current income tax liability is $8,027. Due to
accelerated depreciation and Internal Revenue Code Section 179 depreciation
allowing the Company to expense assets as incurred, these tax deductions will
off-set the permanent differences in the aforementioned meals and entertainment.
Thus, no deferred liability, or asset, was recorded on the books for the year ended
December 31, 2010. ' '

Depreciation and Amortization

Depreciation is provided on a straight-line basis using estimated useful lives of

~ three to seven years. Amortization is provided on a straight-line basis using

estimated useful lives of five to fifteen years.
Estimates

The presentation of financial statements in conformity with U.S. generally
accepted accounting principles 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.

Cash and Cash Equivalents

For purposes of the consolidated statement of cash flows, the Company defines
cash equivalents as highly liquid investments with original maturities of less than
ninety days that are not held for sale in the ordinary course of business.

Concentration of Credit Risk

The Company maintains its cash in bank deposit accounts, which at times, may
exceed federally insured limits. The Company has not experienced any losses in
such accounts and believes it is not exposed to any significant credit risk for cash.

COMMISSIONS RECEIVABLE AND PAYABLE

Commission revenue is derived as the Company acting as an agent buying and
selling securities on behalf of its customers. In return for such services, the
Company charges a commission. Each time a customer enters into a buy or
sell transaction, a commission is earned by the Company for its selling and
administrative efforts. For securities purchased, the commission is recorded as
a receivable from customers; for securities sold, it is recorded as reductions in
the payable to customers. Commissions receivable for the year ended December
31, 2010 is $107,421. Commissions payable for the year ended December 31,
2010 is $97,466.

‘ 7



RECEIVABLE - CLEARING ORGANIZATION

The amounts recelvable from the cleanng organization for the year ended
December 31, 2010 is $61,423. The Company clears all of its customer
transactions through a broker-dealer independent of the Company on a fully
disclosed basis.

EMPLOYEE BENEFIT PLANS

Effective 2002, the Company implemented a 401(k) pension plan for all eligible
employees. Employees are eligible to participate in the plan if they meet certain
age limits, annual hours worked and length of employment requirements.
Generally, employees could defer up to $16,500 in 2010.

The Company also has a profit sharing plan for employees meeting certain

service and age requirements. The Company’s unpaid obligation as of December
31, 2010 is $26,448 which is to be paid before the US income tax retum is filed

in 2011. The liability is reflected in accrued expenses on the statement of financial
condition. The expense is recorded as employee compensation and benefits on
the statement of operations.

NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform

Net Capital Rule (SEC Rule 15¢3-1), 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 1 (and the rule of the "applicable”
exchange also provides that equity capital may not be withdrawn or cash dividends
paid if the resulting net capital ratio would exceed 10 to 1). At December 31,

2010, the Company had net capital of $219,637, which was $169,637 in excess of
its required net capital of $50,000. The Company s percentage of aggregate
indebtedness to net capital was 86.64%.

For the net capital computation, the $3,865 of net revenue of the subsidiary was
eliminated. The net capital computation was only for the broker-dealer.
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COMMITMENTS

The Company has obligations under operating leases with initial non-cancellable
terms in excess of one year. Aggregate annual rentals for office space and
equipment at December 31, 2010 are listed below: :

Year Ending December 31
2011 96,915
2012 15,300
2013 15,300
2014 11,475

B 127,515

Rent expense for the year ended December 31, 2010 is $134,958.
CONSOLIDATED SUBSIDIARY

CFM!I Insurance Agency, LLC is a Colorado Limited Liability Company (the LLC).
Al of the member interest are owned by the Company. The LLC was formed

on May 10, 2002 to sell insurance policies.

The following is a summary of the balance sheet of the Company's consolidated
subsidiary at year-end:

Assets $ 3,865
Liabilities ' -
Member equity 3,865

CFM! Insurance Agency, LLC had $3,865 of revenue for the year-ended December
31, 2010. The LLC had no expenses for the year-ended December 31, 2010.

All intercompany accounts have been eliminated from the financial statements.

The assets of the subsidiary are readily available for protection of the Company’s
customers, broker-dealers, and other creditors, as permitted by Rule 15¢3-1.

The wholly-owned subsidiary is not a broker-dealer, thus the Company is exempt
from Appendix C of SEC Rule 15c3-1. There is no flow-through opinion of counsel
included in this report. The Company does not guarantee, endorse nor assume
direct or indirect obligations or liabilities of the wholly-owned subsidiary. At
December 31, 2010 the wholly-owned subsidiary does not have any direct or
indirect obligations or liabilities. In addition, revenue from the subsidiary is an
immaterial amount, $3,865. Revenue received from the subsidiary is not included
as a capital benefit and will not result in an increase nor a decrease in the
Company's minimum net capital requirement.



RELATED PARTY TRANSACTIONS

The Company has a broker-dealer relationship with Holmes and Tumer Financial
Services. The CEO of the Company is one of the owners of Hoimes and Turner
Financial Services. The Company recorded and paid $192,379 of commission
expense in transactions with Holmes and Turner for the year ended December 31,
2010.

Total stockholders' compensation was $497,935 for the year ended December 31,
2010 which is reflected on the statement of operations as employee compensation
and benefits. '

The Company also reimbursed stockholdefs $20,479 for travel, meals and other
out-of-pocket expenses originally paid by the stockholders.

Included in accounts payable is $15,455 due to Holmes & Tumer Financial
Services. Also included in accounts payable and accrued expenses is $2,741
due to stockholders as reimbursement of out-of-pocket expenses.

EXEMPTIVE PROVISION
The Company meets all of the requirements for exemption from SEC Rule 15¢3-3
with regard to the computation for determination of reserve requirements. All

customer transactions are cleared through another broker-dealer on a fully
disclosed basis.

10
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CASCADE FINANCIAL MANAGEMENT, INC

AND ITS WHOLLY-OWNED SUBSIDIARY,

CFMI INSURANCE AGENCY, LLC

COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1 OF THE

SECURITIES AND EXCHANGE COMMISSION
AS OF DECEMBER 31, 2010

[ SCHEDULE 1

TOTAL STOCKHOLDERS' EQUITY QUALIFIED FOR NET
CAPITAL
DEDUCTIONS AND/OR CHARGES
Non-allowable assets:
Furniture and equipment - net
Intangible assets - net
Prepaid expenses
Security deposits
Cash surrender value of life insurance
Accounts receivable
Haircuts on securities 15¢3-1(f)
LESS: Net revenue from subsidiary

NET CAPITAL
AGGREGATE INDEBTEDNESS

Accounts payable and accrued expenses
Commissions payable
Total aggregate indebtedness

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT -
Minimum net capital required

Excess net capital

Excess net capital at 1,000 percent
Percentage of aggregate indebtedness to net capital

RECONCILIATION WITH COMPANY'S COMPUTATION

{included in Part Il of Form X-17A-5 as of December 31, 2010):

Net capital, as reported in Company's Part il (unaudited)

FOCUS report $ 219,883
Adjustment to record additional current tax expense (246)
NET CAPITAL, ABOVE 1% 219,637

B 304,610

(4,737)
(2,334)
(24,405)
(7.422)
(31,534)
(6,711)
(3,965)
(3,865)

3 219,637 |

92,828
97,466

[ 190,294

I 50,000

[ 169,637 |

200,608
86.64%

See Independent Auditors’ Report
1



WADE ] BOWDEN & COMPANY

CERTIFIED PUBLICACCOUNTANTS & CONSULTANTS

INDEPENDENT ACCOUNTANTS' REPORT

. REQUIRED BY
SECURITIES EXCHANGE COMMISSION (SEC) RULE 17A-5(c)(4)
AGREED-UPON PROCEDURES RELATED TO AN ENTITY'S SIPC
ASSESSMENT RECONCILIATION

To the Shareholders and Directors
CASCADE FINANCIAL MANAGEMENT, INC.

In accordance with Rule 17a-5(e)(4) under the Securities Exchange Act of 1934, | have performed the
procedures enumerated below with respect to the accompanying Schedule of Assessment and
Payments Form SIPC-7 - pages 14 and 15 - to the Securities Investor Protection Corporation (SIPC)
for the year ended December 31, 2010, which were agreed to by Cascade Financial Management, inc.
and the Securities and Exchange Commission, Financial Industry Regulatory Authority, Inc. and the
the SIPC, solely to assist you and the other specified parties in evaluating Cascade Financial
Management Inc.'s compliance with the applicable instructions of the General Assessment
Reconciliation (Form SIPC-7). Cascade Financial Management Inc.'s management is responsible for
the Cascade Financial Management, Inc.'s compliance with those requirements. This agreed-upon
procedures engagement was conducted in accordance with attestation standards established by the
American Institute of Certified Public Accountants. The sufficiency of these procedures is solely the
responsibility of those parties specified in this report. Consequently, we make no representation
regarding the sufficiency of the procedures described below either for the purpose for which this report
has been requested or for any other purpose. The procedures we performed and our findings are as
follows:

1. Compared the listed assessment payments in Form SIPC-7 with respective cash disbursement
records entries in the general ledger noting no differences.

2. Compared the amounts reported on the audited Form X-17A-5 for the year ended December 31,
2010, as appilicable, with the amounts reported in Form SIPC-7 for the year ended December 31, 2010
noting no dlfferences

~ 3. There were no adjustments reported in Form SIPC-7, thus, no differences.

4. Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the related
schedules and working papers.

5. There was no application of overpayment, thus, no difference between the current assessment
and the original computation.

See Independent Auditors' Report and
Notes to Financial Statements.
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We were not engaged to, and did not conduct an examination, the objective of which would be the
expression of an opinion on compliance. Accordingly, we do not express such an opinion. Had we
performed additional procedures, other matters might have come to our attention that would have
been reported to you.

This report is intended solely for the information and use of the specified parties listed above and is not
intended to be and should not be used by anyone other than these specific parties.

Atlanta Georgla

February 21, 2011

See Independent Auditors’ Report and
Notes to Financial Statements.
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SECURITIES INVESTOR PROTECTION CORPORATION
P.0. Box 92185 gn?gl‘r" mé;? L. 2909@-3185

General Assessment Reconciilation

For the fiscal year endea LLAMGAL BV 516
{Raad carefully tha instructions in your Workiag Copy before completing this Form)

SIPC-7

(S4:REV.7110)

SIPC-7

{33-REV 7/10)

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS B

1. Name of Mombar, addiess, Dasignated Examining Amhmm, 1834 Act regisiration no. and month in which flacal year snds: fnt
purposes of the audit raquiremant of SEC Rule 17a-5:

Hote: if any of the information shown on the. maiﬁng i;het
OSN30 FINRA.  DEC I requires coresction, please e-mall any ocatregtions fo -
CASONDE FINANCIAL MANAGENENT IIC 2000 lomasipc org and 5o imﬂeela on the lorm ﬁsan
m:msrmm _ :

L ! |

2. k. Gensral Assessment (ltem 2¢ from page 2)

Nameg and lelapbm numbar of person fo mtm

respecting thig form. ;:::
}o‘l&

Less payment made with SIPC-6 filed {excluds interest) 1, &m
Shelie < W[\ ]
ate Paid e

L 2

-]
¥
aad

G, Less prior overpayment applied { @ — =)
D. Assassmani-dalanca dus or {sverpayment) b
E. Intarssi compuled on late paymant {see instruction E) for ©)__days at 20% per annum
F. Tatal assessment balasce and interest due {or overpayment carried forward) &
G. PAID WITH THIS FORM:
Check sncinsed, payabls to SIPC \ \
Total (must be same as F above) 3 al
H. Cvarpayment carried lacward . # D )

4. Subsidiaries {3) and predecessors {F) included in this form {umi name and 1934 Act ragistration number):

The BIPC membe: submitting thiz form and the
persen by wham it is executed represant thataby
that all information contained harsin Is true, corract
and complete.

Dated the_L1r day of e lD

Thais form and the asgessment paymuni is dus 60 days after the end of the fiscal year, Ralain the Working éﬂpy ﬂ im: fﬂm
for a period of not less than & years, the latest 2 years in an auslly sccessible placs.

£C Dates: _
[ 7%} ‘ T —— o A ARSI
Postmarked Roceivad Reviewsd

3 Caloulations Documentation . Forward Copy.

¢y Exceptions:

IPC RE

9 Disposition of ssceplions:
14



DETERMINATION OF “SIPC NET OPERATING REVENUES"
AND GENERAL ASSESSMENT

' " Amounls for the liscal pariod
-, : bagitning . 2010

_ N : and endi 3L, 2000
. : _ . . : Eliminate cents
22, Tolal tevenus (FOCUS Ling 12/Part A Line 9, Code 4030) .. . | o _LW7%,I88

{1} Tatal revanues from the securities businass of subsidiarivs {oxcept forsign subsidiaries) and

predecossory nof Ineluded al\m‘

(2} Not loss from pelncipal transactions In securities in trading Becownis.

(30 Net lows from piincipal trassactions in commodities In trading sooosnts.

{4} Intarast and dividend expanss deducied in determining Hem 2a.

(5) Het loss from management of or participation In the undarwriting ar distribution of seourkties.

(8} Expenses other than advarfising, printing, registration fess and legal lees deducied is detensining net
peefit krom managesiest of or participation In wndarwriting or tioa of securities.

(7} Net lose from securities in Investment acosunts,

Total additions

2¢. Baductions:
{1} Revanuss from the distribution of ahares ol g ragistarad open end investment company or umit
investment trust, (rom the sale of variable sanwilies, from the business of insurance, Trom investmant o
advisery sorvices fowdecad 1o repisterad Invesimen companies or ingurance compaly separats l -! 6% Q({%
aceounis, and hom Wransactions bn security ulres produots, ' Lo

(2} Revenues from commodity fransactions.

{3} Commissions, Hloor brokerags and clearance pald fo other SIPC mombers in conanclion with
securiiias tmmm,

(4} Reimbursemenis for postage in conneclon with proxy soliciation.
(5} Net gain from sequwritios in invastment acsounts.
(8} 100% of commissions snd markups sarned from fransactions in (1) certificaies of it and
i} tt;umry big:l, bankers atcoptancas or commercial paper thal siaturs nine months or fess
m issuance date.

{7) Dirant expanses of priating sdvertising and legal leas Incurred in conngetitn with oir revanus
ralaled to the sscuritias business [revenve detinad by Sectlion 16(BHL) of the Act).

{8) Otber revenug nol selated sithor ditaetly of Indirectly 1o the sacarities business.
{Bee Instruction Cf:

#1,900

(5) (1) Yotal intarast and dividend expense (FOCUS Line 22/PART 1A Line 13,
Code 4075 phus lime 2b{4} above) bul not in erosss 3“‘
of total Interest and dividend incoms. $ :

{i6) 40% of margin interest earmed on customers securilies | < G
accounts [?im af FOGUS tine 5, Code 3060). $ 1o\

Entr the graater of line (i) or () | __ \vik

“Total deductions
2d. SIPC Nst Operaiing Revenues
2o Genergl Assessment § 0025
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WADE | BOWDEN & COMPANY

CERTIFIED PUBLICACCOUNTANTS & CONSULTANTS

REPORT ON INTERNAL CONTROL

‘ REQUIRED BY ,
SECURITIES EXCHANGE COMMISSION (SEC) RULE 17A-5
FOR A BROKER-DEALER CLAIMING AN EXEMPTION FROM
(SEC) RULE 15C3-3
To the Shareholders and Directors
CASCADE FINANCIAL MANAGEMENT, INC. and its
Wholly-Owned Subsidiary, CFMI Insurance Agency, LLC

" In planning and performing our audit of the financial statements and supplementary schedule of
Cascade Financial Management, Inc. (the "Company”), as of and for the year ended December 31,
2010 we considered its internal control, including control activities 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 intemal 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 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 Govemors 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 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 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 conformity 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.

See Independent Auditors’ Report and
Notes to Financial Statements.
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Because of inherent limitations in any 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 the effectiveness of their design and operation may deteriorate.

Our consideration of the intemal 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. A material weakness is a condition in which the design or operation
of the specific internal control components does not reduce to a relatively low level the risk that error
or fraud in amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of performing
their assigned functions. However, we noted no matters involving the internal control, including

~ 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 as of December 31, 2010 to meet the SEC's
objectives. : *

This report is intended solely for the information and use of the Board of Directors, management,
the SEC, 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 used by
anyone other than these specified parties.

Tty »
Atlanta, Georgia g Wﬁ W

February 21, 2011

See Independent Auditors’ Report and
Notes to Financial Statements.
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CASCADE FINANCIAL MANAGEMENT, INC.

CONSOLIDATED FINANCIAL STATEMENTS FOR THE
YEAR ENDED DECEMBER 31, 2010 AND INDEPENDENT
AUDITORS' REPORT

Wade J Bowden & Company, P.C.




