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WADE i B@WDEN & COMPANY«V?"

CERTIFIED PUBLIC ACCOUNTANTS&CONSULTANTS‘T:’:;:*? Tl

|NDEPENDENT AUDITORS' REPORT

. f To the Member and Drrectors
-~ HedgeCo Securrtres LLC

(R We have audrted the statement of fi nancral condrtron of HedgeCo Secuntres LLC as of
- December 31, 2010 and the related statements of operatrons changes in members i S

- “equity and cash ﬂows for the year ended that you are filing pursuant to rule 17a-5 under o
 the Securities Exchange Act of 1934. These ﬁnancrat statements are the responsrbrhty of e

the Company S management Our responsrbmty is to express an opmron on these

fﬁnancral statements based on our audrt

o We conducted our audrt in accordance wrth audrtmg standards generally accepted in the ST IoR L
- United States of America. Those standards require that we: plan and perform the audit tofﬁ o ’
" obtain reasonable assurance about whether the fi nancral statements are free of material -
, mlsstatement An audrt includes examrmng, onatest basrs evidence: supportlng the B
~“'amounts and disclosures in the financial statements An audit also includes assessmg SRR
‘ the accounting prmcrples used and: srgnrt" icant estrmates made by management as welI S
~as evaluatlng the overall fi nancral statement presentatron We belreve that our audrt
; provrdes a reasonable basrs for our opmlon : : - :

ln our opmron the t' nancral statements referred to above present farrly, m all matenal
. respects, the financial posrtlon of HedgeCo Secuntres, LLC as of December 31, 2010 :

~and the results of its operations and its cash flows for the year then ended in conformlty T e

. kwrth accountmg pnncrples generally accepted in the Unrted States of Amenca B I :

- Our audrt was conducted for the purpose of formrng an opmlon on the ba3|c ﬁnancral L
, ;statements taken as a whole. The mformatron contarned in the supplementary schedule o
p lS presented for purposes of addltronal ana!ysrs and is not a reqmred part of the basrc

.....

o Secuntres Exchange Act of 1934 Such mformatron has been subjected to the audrtlng v
« procedures applied in the audrt of the basrcf nancial statements and, in'our opinion,is. .
fairly stated |n all matenal respects in relatron to the basrc f nancral statements taken asa RV

‘ whote o e RO t , .

| Atlanta Georgra ': ’ B S T
February 11,2011

ot 863 FLAT SHOALS ROAD SE, SUITE c 369 LTI
| {CONYERS, GEORGIA 30094 S
PH 770-500-9798 % = ..
FAX 678- 868 1411 o




(

(0«

0 q

¢

OO0 0000

OO0

¢

]\‘\HEDGECO SECURITIES LLC

STATEMENT OF FINANClAL CONDITION
December 31 2010 N

e f.ASSETS

- CURRENT ASSETS

Cashand cash equnvalents ;
_Accounts recelvable Pl
Prepald expenses R

TOTAL

 dor268 |
oo mssr)
26,088

‘ IEn i

210683

= CURRENT LIABILITIES Tl

- Accounts. payable e
Commlssmns payable‘ )

TOTAL

e ,i;r‘MEMBER'S EQUITY

TOTAL

' LIABILITIES ANl MEMBER'S EQUITY el

L

489301}

See lndependent Audltors Report and

Notes to Fmanmal Statements B N




o ”HEDGECO SECURITIES LLC

STATEMENT OF OPERATlONS

o FOR THE YEAR ENDED DECEMBER 31 2010 TR

,"T,KIPLACEMENT FEES I

¥ ‘JOPERATING EXPENSES

'Compensatuon and benef ts
Professmnal serwces :
‘Comm|ssmns .

S ‘Occupancy. -

iL:censes and: reg:stratson L

, Travel

. fNET lNCQME

L ./NET INCOME

o Computer and technology
“ Other operlahtlng‘expensves‘ ‘

Lo 3749878 -
coe1g770)
74400
1462081 *
40499 ) -
o139
- 12, 6,46_,7] g
oosnrory o

. Notes o Financial Statements. =~




L N A O G S G

¢
3

R

4 ;"HEDGECO SECURlTIES LLC

‘ STATEMENT OF CHANGES IN MEMBER’S EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2010 -

- 200 méénbercéntribut’ion‘s’f e

e 'MEMBER'S EQUITY DECEMBER 311

 MEMBER'S EQUITY, JANUARY 1

- Netincome .

) 2010 member dlstrlbutlons L

143 613 ’

88138 R
6550

o, 000).‘ 8o

O '1*89,'30,1 ’

See lndependent Audxtors Report and f
Notes to. Fmancial Statements
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HEDGECO SECURITIES LLC

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31 2010

, :! “OPERATING ACTIVITIES

Net lncome

Adjustments to reconcnle net mcome to net
cash prowded by: operatmg actlvmes
" Increase in-accounts receivable . .
Decrease in prepaid expenses . -
Decrease in accounts payable
lncrease m commnssnons payable

Net cash prov:ded by operatmg actlvmes L

'FINANCING ACTIVITIES

- Member- contnbutlons -
Member distributions
Net cash used by ﬁnancmg actlvmes

S ‘-NET INCREASE N CASH :
o -/“CASH AT BEGINN!NG OF YEAR £

B 5CASH AT END OF YEAR

713 :

- }(12 o2l
e

63,‘30\2‘1 :

(42450 ‘

86416

oo

See lndependent Audltors Report and
Notes to Fmanc:al Statements -
: Sl "5,‘ 2 T




HEDGECO SECURITIES LLC

NOTES TO FINANCIAL STATEMENTS

. 'j“Orqamzatron and Nature of Busmess . ‘, o L AT i
© 'HedgeCo. Secuntles LLC (the Company) formerly known as DMK Secuntles LLC
. pMadisonGrey Securities, LLC and Madison. Securities, LLC is- 4 securities broker- .
- dealer. reglstered Wlth the Securities and Exchange Commssron ("SEC") and the -

g : ; - IlablIlty company (LLC)

' ISUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

,~,gj

Fmancual Industry Regulatory Authonty ("FINRA") The Company isa Delaware Ilmltedf ‘

;'(

g Basrs of Presentatlon , ¥ SR : R e TS
. The Company is engaged ina smgle Ime of busmess as a placement agent to hedge ISR
~ funds- and other broker-dealers S \ IR o S

S lncome Taxes : S ‘ ‘ : S S
o rThe Company is a limited Ilablllty company for mcome tax reportmg purposes and
“as such, is'not subject to income tax. Accordmgly, no prowsnon for income taxes
s provrded in the fi nanCIal statements R

Estlmates : : ‘ : * e
. The presentatlon of fil nancral statements m conformlty W|th U S generally

accepted accountmg principles requrres management to make estlmates and

- assumptions that affect the reported amounts of assets and liabilities and
B ,drsclosure of: contmgent assets and liabilities at- the date of the ﬁnancral
‘ statements and the reported amounts of revenues and expenses dunng the
. reportlng penod Actual results could dlffer from those estlmates '

- Revenue Recoqnmon : SRR P EO
o ;’Placement fees are recogmzed m accordance wrth terms agreed upon wrth each
- clientand are generally based on- (1) a percentage of caprtal raised or (2) profit .

allocated and management fees earned by a client on.funds received from mvestors

""mtroduced by the Company Other consultmg fees are recogmzed as bllled
E 5 NET CAPITAL REQUIREMENTS

o ,The Company is subject fo the Secuntles and Exchange Commrssron Umform
- Net Capital Rule (SEC Rule 1503-1) which requires the maintenance of mlmmum .
< et capltal 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 apphcable
' exchange also provndes that equity capltal may not be withdrawn or.cash. dwrdends
- paid if the resultlng net caprtal ratio would exceed 10 to 1). ‘At December 31,
2010, the Company had'net capltal of $95 925 whlch was $90 925 in excess of
its requnred net capltal of $5 000 o L :




-vCONCENTRATIONS : AR ’
g A substantlat portlon of 201 0 revenue was earned from a smgle customer

| TfRELATED PARTY TRANSACTIONS

g Dunng 2010 the Company had a management servlces agreement wrth a company " f L

under common control. The total ‘amount paid pursuant to the. agreement for: 2010

~ was $67,041 and is mcluded ln occupancy expense on the accompanymg L
~ ‘Statement of Operatlons ‘ : L )

o COMPUTATION FOR DETERMINATION OF RESERVE RQUIREMENTS UNDERC" st
. RULE15C3-3 OF THE SECURlTIES AND EXCHANGE COMMISSION i

) The Company is exempt from the provrsmns of Rule 15c3-3 under the Secunty e RO
‘ Exchange Act of. 1934 pursuant to paragraph (k)(2)(|) of the rule : : :

& ‘kINFORMATION RELATING TO THE POSSESSION OR CONTROL

~REQUIREMENTS UNDER RULE 15c3-3 OF THE SECURITlES ANDC

= | EXCHANGE COMMISSION

" The Company is: exempt from the provrsmns of Rule 1503-3 under the Secunty:—jf:» ; R
N Exchange Act of 1934 pursuant to paragraph (k)(2)(|) of the rule S
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HEDGECO SECURITIES LLC

- COMPUTATION OF NET CAPITAL UNDER RULE 1503-1 O’F THE
- SECURITIES AND EXCHANGE COMMISSION '
o AS OF DECEMBER 31 2010

.. [ scmEpULET ]

s TOTAL MEMBER'S EQUITY QUALIFIED FOR NET e

RN

CAPITAL | f RN EInEm

85300]

e DEDUCTIONS ANDIOR CHARGES

Do Non aIIowabIe assets E
Accounts recervabte non—allowable
Prepald expenses '

e
o (26088)

NET CAPITAL : e . TR

‘ V'AGGREGATE INDEBTEDNESS accounts payable o ‘|

o 'COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

—21.383]

‘ Mrmmum netcaprtal requrred S s RO i |

—5000]

E Excess.net'caprtal: ot ‘ T ‘, :

~%5s]

\ "‘Excess net caprtaI at1 000 percent " i | .

— 89925

o \Percentage of aggregate mdebtedness to net caprtal - R

—2729%]

[N

-

There is no dlfference in the above computatron and the Companys net capltal as reported in :

- the Company s Part II (unaudrted) FOCUS report as of December 31 2010

" See Independent Auditors' Report R




WADE ] BOWDEN & COMPANY

CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS

INDEPENDENT ACCOUNTANTS' REPORT

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

To the Member and Managers
HedgeCo Securities, LLC

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 11 and 12 - to the Securities Investor Protection Corporation

(SIPC) for the year ended December 31, 2010, which were agreed to by HedgeCo Securities, LLC
and the Securities and Exchange Commission, Financiat Industry Regulatory Authority, Inc., and

the SIPC, solely to assist you and the other specified parties in evaluating HedgeCo Securities, LLC's
compliance with the applicable instructions of the General Assessment Reconciliation (Form

SIPC-7). HedgeCo Securities, LLC's management is responsible for HedgeCo Securities, LLC's
compliance with those requirements. This agreed-upon procedufes 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 applicable, with the amounts reported in Form SIPC-7 for the year ended December 31,
2010 noting no differences. ’

3. There were no adjustments réported in Form SiPC-?, 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 applicaﬁon of overpayment, thus, no difference between the current assessment
and the original computation.

See Independent Audifors’ Report and
~Notes to Financial Statements.
9

863 FLAT SHOALS ROAD SE, SUITE C-369
CONYERS, GEORGIA 30094 '
PH 770-500-9798
FAX 678-868-1411
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X Atlanta Georgra T ;
- February 11,2011

We were not engaged to and d|d not conduct an exammatton the objectlve of WhICh would be the l -
: expressron of an opinion on: comphance Accordmgly, we do not express such an opinion. Had we:

performed- additional procedures other matters mlght have come to our attentlon that would have

- been reported to you:

, Thrs report is lntended solely for the mformatron and use of the specrf ed partles hsted above and is not
2 ‘mtended to be and should not be used by anyone other than these specrt' c partres S

See lndependent Audrtors Report and
B Notes to Fmancrat Statements
S 10 ‘
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WADE 1 BOWDEN & COMPANY

CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS

REPORT ON INTERNAL CONTROL

' - To the Member and. Managers g
' HedgeCo Secuntres LLC

o . REQUIREDBY s
SECURITIES EXCHANGE COMMISSION (SEC) RULE 17A-
FOR A BROKER—DEALER CLAIMING AN EXEMPTION FROM
P (SEC) RULE 15(:3-3 '

_ - In plannrng and performmg our audrt of the t‘ nancral statements and supplementary schedule of
- HedgeCo. Securities, LLC (the "Company") as of and for: the year. ended December 31 2010, we

considered its mtemal control; including control actrvrtles for safeguardmg secuntles in order to

- determine our audltmg procedures for-the: purpose of expressmg ouroplmon on the ﬁnancral o o
statements and not to provrde assurance on mtemal control B L o

Also, as requlred by Rule 17a-5(g)(1) of the Secuntres and Exchange Commlssron (“SEC“) we

“have made a study of the practices and procedures followed by the’ Company, mcludmg tests-of - .
o such practrces and procedures that we considered relevant to the objectrves stated in Rule 17a-5(g) el
" " in making the periodic: computatrons of aggregate mdebtedness (or aggregate debrts) andnet -
. capital under Rule 17a—3(a)(1 1) and for determmmg complrance with the: exemptrve provrsrons of -
- Rule 15¢3-3. Because the’ Company does not carry securities accounts for customers or perform
‘custodial functrons relatmg to customer. secunt:es we dld not revrew the practlces and procedures
_’ followed by the Company in. any of the followmg ‘ i S

1 Maklng quartedy secuntles exammatlons counts verrﬁcatrons and compansons : : j','h.r N
2 Recordatron of dlfferences requrred by Rule 17a-13

3. Complyrng with the requrrements for prompt payment for secuntres under Sectron 8 of
Federal Reserve Regulatlon T of the Board of Govemors of the Federal Reserve System

and the practlces and procedures referred to in the precedrng paragraph i fulﬁllmg this .
7 _responsibility, estrmates and 1udgments by"management are requrred fo assess: the ‘expected
- benefits. and related costs of controls and the practrces and procedures referred to in the precedmg

paragraph and to assess whether those practrces and procedures can be expected to achleve the

, » . SEC's above. mentioned objectlves Two of the objectrves of internal control andthe prac’aces ahd c .
" procedutes are to provide management with reasonable but. not: absolute assurance that assets for :

which'the Company has responsrbrhty are. safeguarded agamst loss from unauthorized useor

-+ disposition, and that transactions are executed in accordance: with management's authorization

and recorded propetly to permrt the preparatron of fi nancral statements in-conformity- with accountlng‘/!

o prmcrples generally. accepted in the United States of Menca Rule 17a—5(g) lists addltronal L
fobjectrves of the practrces and procedures lrsted in the precedmg paragraph -

See lndependent Audrtors Report and
‘ Notes to Frnancral Statements

/863 FLAT SHOALS ROAD SE, SUITE C- 369
" CONYERS, GEORGIA 30094 -
_PH 770-500-9798
L FAX 6787868:1411
\\'a Q&XQDP\@VOI cpacoM
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 Aflanta, Georgia
. February 11,2011 ~ =

, ’Because of inherent llmrtatrons in any rntemal control or the practlces and procedures referred to Vel
- above, errors or fraud may occur-and:not be detected Also -projection of any evaluatlon of them P
~ to future periods is sub;ect to the risk that they may become madequate because of changes |n =

: condltrons or the effectlveness of therr desrgn and operatron may detenorate BRI '

- --Our consrderatlon of the rntemal control WOuld not necessanly dlsclose all matters in mtemal
- control that might be material weaknesses under standards established by the American: lnstrtute

of Certified Public Accountants. A matenal weakness is a condition in which. the design or operatlon
of the specific’ internal control components does not reduce toa relatlvely low level the rrsk that error.-
or fraud in amounts that would be material in relation: to the fi nanmal statements being audited may

. occur and not be detected within'a. trmely penod by employees in the normal’ course of performmg

their assigned functrons ‘However; we noted no matters mvolvmg the internal control mcludmg

. control actrvmes for safeguardmg secuntles that we consnder to be matenal weakness as deﬂned

above

We understand that practlces and procedures that accomphsh the objectrves referred to m the
second paragraph of this report are considered by the SEC to be adequate forits | purposes in-

‘accordance with the Securities Exchange Act. of 1934 and related. regulatrons and that practtces vl ER
. and procedures that do not accomplrsh such: objectrves in all material respects mdlcate a matenal

inadequacy for such | purposes ‘Based on this understandrng and on our study, we: belreve that the
Company S practlces and procedures were adequate as of December 31 2010 to meet the SEC'

' ob]ectlves

- “This report recogmzes that lt is not practlcable in an orgamzatlon the srze of the Company to ach|eve v
_ - alithe division of duties and cross-checks generally mcluded in a system of internal accountmg control
) and that altematrvely, greater rellance must be placed on surve|llance by management

" This report is mtended solely for the mformatron and use of the Members, management ,
~'the SEC, and other regulatory agencies that rely on Rule 17a-5(g) under the Securities Exchange
- Actof 1934 in thelr regulatron of regrstered brokers and dealers and IS not mtended to be used by

anyone other than these specrf ed partres

: 'See lndependent Audrtors Report and
Notes to F|nancral Statements SR
b 14 o
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