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INDEPENDENT AUDITOR REPORT

WFS LLC

Boston Massachusetts

We have audited the accompanying statements of financial condition of WFS LLC as of December31 2010

and 2009 that you are filing pursuant to Rule 7a-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 these financial statements based on our audits

We conducted our audits 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 fmancial statement presentation We believe that our audits provide reasonable basis for our

opinion

In our opinion the statements of financial condition referred to above present fairly in all material respects the

financial position of WFS LLC at December 31 2010 and 2009 in conformity with accounting principles

generally accepted in the United States of America

Rt4tt 27L1%L 7/41
Certified Public Accountants Inc

February 18 2011

160 Federal Street Ten Commerce Way

Boston MA 02110 1713 Parent McLaughlin Nangle Raynhani MA 02767 1071

Fax 617/423 3955
Certified Public Accountants Inc F202976

www.pmn.com



WFS LLC

NOTES TO STATEMENTS OF FiNANCIAL CONDiTION

DECEMBER31 2010 AND 2009

Organization and Nature of Business

WFS LLC the Company is broker-dealer registered with the Securities and Exchange Commission

SEC and the Financial Industry Regulatory Authority Inc FINRA The Company is Delaware

Limited Liability Company that is wholly owned by Wainwright Investment Counsel LLC WIC

The Company is engaged in business as securities broker-dealer Its primary service lines are agency and

principal commissions performance fees marketing fees and Rule 12b-1 fees

The Company engages other broker-dealers on fully disclosed basis for the execution and clearance of all

trades and the maintenance of customer accounts The Company does not carry securities accounts for

customers and does not perform custodial functions relating to customer securities

Significant Accounting Policies

Revenue recognition

Trading income and commission income is recognized on trade date basis Performance fees are

recognized when received Marketing fees that can be reasonably estimated are recognized when

earned otherwise they are recognized when received Receivables arising from commissions are

generally collected in thirty days

Use of estimates

The preparation of the Companys financial statements in conformity 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 revenue

and expenses during the reporting period Actual results could differ materially from those

estimates

Receivables

Receivables are stated at the amount management expects to collect from outstanding balances

Management provides for probable uncollectible amounts through charge to earnings and

credit to valuation allowance based on its assessment of the current status of the individual

receivables Balances that are still outstanding after management has used reasonable collection

efforts are written off through charge to the valuation allowance and credit to receivables

3- ani_a



WFS LLC

NOTES TO STATEMENTS OF FINANCIAL CONDITION

DECEMBER31 2010 AND 2009

continued

Significant Accounting Policies continued

Income taxes

The Company is included in the income tax returns of Wainwright Investment Counsel LLC

WJC which is classified as partnership for income tax purposes Federal and state taxes are

not payable or provided by the Company The members of WIC are individually liable for the

taxes on their share of WICs income

The Company recognizes and measures its unrecognized tax positions in accordance with FASB

ASC 740 Income Taxes Under that guidance the Company assesses the likelihood based on

their technical merit that tax positions will be sustained upon examination based on the facts

circumstances and information available at the end of each period The measurement of

unrecognized tax positions is adjusted when new infonnation is available or when an event

occurs that requires change Interest and penalties associated with unrecognized income taxes

if any are classified as additional income taxes in the statement of income

Subsequent events

The Company has evaluated subsequent events through February 182011 which is the date the

fmancial statements were available to be issued

Related Party Transactions

Certain administrative business fbnctions are provided by WIC for the Company pursuant to an

Administrative Expense-Sharing Agreement the Agreement Pursuant to the Agreement the Company

pays WIC for the actual compensation calculated and paid to registered representatives Additionally

WIC provides other administrative services including finance compliance client servicing maintenance

of books and records trade processing licensing and other operational and administrative duties The

Company pays WIC an Expense-Sharing Service Fee equal to the allocated amount of WICs operating

expenses associated with the administrative services The allocation is based on the ratio of time spent on

Company related matters to the total time spent by WIC Expense for the administration of registered

representative compensation for the year ended December31 2010 amounted to $23951 Administrative

service expenses for the year ended December 31 2010 amounted to $83438

For the year ended December 31 2009 expense for the compensation of registered representatives and

administrative services expenses amounted to $15378 and $108555 respectively



WFS LLC

NOTES TO STATEMENTS OF FINANCIAL CONDITION

DECEMBER 31 2010 AND 2009

continued

Net Capital Requirements

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

5c3- 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 In addition the rule of the

Companys designated examining authority provides that equity capital may not be withdrawn or cash

dividends paid if the resulting net capital ratio would exceed 10 to At December 31 2010 the

Company had net capital of $66498 which was $61498 in excess of its required net capital of $5000
The Companys ratio of aggregate indebtedness to net capital at December 31 2010 was .24 to

Reserve Requirements

The Company is exempt from the provisions of the Securities and Exchange CommissionRule 15c3-3

under paragraph k2ii thereof

Concentration of Credit Risk

The Company is engaged in various trading and brokerage activities in which the counterparties primarily

include other broker-dealers banks and other financial institutions In the event counterparties do not

fuffill their obligations the Company may be exposed to risk The risk of default depends on the

creditworthiness of the
counterparty or issuer of the instrument It is the Companys practice to review as

necessary the credit standing of each counterparty

For the year ended December31 2010 80% and 20% of the Companys gross commission revenue were

trades executed by Pershing LLC and PCSfDunbar respectively

For the year ended December31 2009 81% and 19% of the Companys gross
commission revenue were

trades executed by Pershing LLC and PCS/Dunbar respectively

For the years ended December 312010 and 2009 100% of the Companys performance fee revenue was

derived from one family of investment partnerships

The Company maintains cash deposits with financial institution the balances of which from time to time

may exceed the amount insured by the Federal Deposit Insurance Corporation

iaai



WFS LLC

STATEMENTS OF FINANCIAL CONDITION

December 31

ASSETS

2010 2009

Cash

Deposits with clearing brokers

Receivables from non-customers

Prepaid expenses

43587

25000

13613

12222

94422

41027

25000

13562

79589

Liabilities

Accounts payable and accrued expenses

Due to member for administrative services

15702

78720

94422

The accompanying notes are an integral part of these financial statements

-2- maiwa

LIABILITIES AN MEMBERS EQUITY

Members equity

9186 9000

6516 15344

24344

55245

79589


