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OATH OR AFFIRMATION

KA4 swear or affirm.that to the best of
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20 jC are true and correct further swear or affirm that
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Signature
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WADE BowDEN COMPANY
CERTIFIED PUBLIC ACCOUNTANTS CONSULTANTS

INDEPENDENT AUDITORS REPORT

To the Member and Directors

HedgeCo Securities LLC

We have audited the statement of financial condition of HedgeCo Securities LLC as of

December 31 2010 and the related statements of operations changes in members

equity and óash flows for the year ended 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 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 present fairly in all material

respects the financial position of HedgeCo Securities LLC 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 whole The information contained in the supplementary 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 7a-5 under the

Securities Exchange Act of 1934 Such information has been subjOcted to the auditing

procedures applied in the audit of the basiclinancial statements and in our opinion is

fairly stated in all material respects in relation to the basic financial statements taken as

whole

Atlanta Georgia

Februaryll2011

863 FLAT SHOALS ROAD SE SUITE C-369

CONYERS GEORGIA 30094

PH 770-500-9798

FAX 678-868-1411

WBOWIENVOLCPA.CO5k



HEDGECO SECURITIES LLC

STATEMENT OF FINANCIAL CONDITION

December 31 2010

ASSETS

CURRENT ASSETS
Cash and cash equivalents 107268

Accounts receivable 77357

Prepaid expenses 26058

TOTAL 210683

LIABILITIES AND MEMBERS EQUITY

CURRENT LIABILITIES

Accounts payable 10256

Commissions payable 11126

TOTAL 21382

MEMBERS EQUITY 189301

TOTAL 210683

See Independent Auditors Report and

Notes to Financial Statements



HEDGECO SECURITIES LLC

STATEMENT OF OPERATIONS

FOR THE YEAR ENDED DECEMBER 31 2010

PLACEMENT FEES 1070645

OPERATING EXPENSES

Compensation and benefits .374987

Professional services 182770

Commissions 174400

Occupancy 146298

Licenses and registration 40499
Travel 1341.9

Computer and technology 12646

Otheroperating expenses 37707

Total expenses 982726

NET INCOME 87919

OTHER INCOME interest 219

NET INCOME 1$ 88138

See Independent Auditors Report and

Notes to Financial Statements



HEDGECO SECURITIES LLC

STATEMENT OF CHANGES IN MEMBERS EQUITY

FOR THE YEAR ENDED DECEMBER 312010

189301

See Independent Auditors Report and

Notes to Financial Statements

MEMBERS EQUITY JANUARY 143613

Net income 88138

2010 member contributions 6550

2010 member distributions 49000

MEMBERS EQUITY DECEMBER 31



HEDGECO SECURITIES LLC

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER31 2010

OPERATING ACTI VITIES

Net income

Adjustments to reconcile net income to net

cash provided by operating activities

Increase in accounts receivable

Decrease in prepaid expenses

Decrease in accounts payable

Increasein commissions payable

FINANCING ACTIVITIES

Member contributions

Member distributions

Net cash used by financing activities

NET INCREASE IN CASH

CASH AT BEGINNING OF YEAR

CASH AT END OF YEAR

See Independent Auditors Report and

Notes to Financial Statements

88138

24604
713

12072
11127

Net cash provided by operating activities 63302

6550

49000

42450

2O852

86416

.I$ 107268



HEDGECO SECURITIES LLC

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization and Nature of Business

HedgeCo Securities LLC the Company formerly known as DMK Securities LLC

MadisonGrey.Secunties LLC and Madison Securities LLC is securities broker-

dealer registered with the Securities and Exchange Commission SEC and the

Financial Industry Regulatory Authority FINRA The Company is Delaware limited

liability company LLC

Basis of Presentation

The Company is engaged in single line of business as placement agent to hedge

funds and other broker-dealers

Income Taxes

The Company is limited liability company for income tax reporting purposes and

as such is not subject to income tax Accordingly no provision for income taxes

is provided in the financial statements

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

Revenue Recognition

Placement fees are recognized in accordance with terms agreed upon with each

client and are generally based on percentage of capital raised or profit

allocated and management fees earned by client on funds received from investors

introduced by the Company Other consulting fees are recognized as billed

NET CAPITAL REQUIREMENTS

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 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 At December 31

2010 the Company had net capital of $95925 which was $90925 in excess of

its required net capital of $5000



CONCENTRATIONS

substantial portion 012010 revenue was earned from single customer

RELATED PARTY TRANSACTIONS

During 2010 the Company had management services agreement with company

under common control The total amount paid pursuant to the agreement for201

was $67041 and is included in occupancy expense on the accompanying

Statement of Operations

COMPUTATION FOR DETERMINATION OF RESERVE RQUIREMENTS UNDER
RULE 15C3-3 OF THE SECURITIES AND EXCHANGE cOMMISSION

The Company is exempt from the provisions of Rule 5c3-3 under the Security

Exchange Act of 1934 pursuant to paragraph k2i of the rule

INFORMATION RELATING TO THE POSSESSION OR CONTROL
REQUIREMENTS UNDER RULE 15c3-3 OF THE SECURITIES AND
EXCHANGE COMMISSION

The Company is exempt from the provisions of Rule 5c3-3 under the Security

Exchange Act of 1934 pursuant to paragraph k2i of the rule



HEDGECOSECURITIES LLCI

COMPUTATION OF NET CAPITAL UNDER RULE 15c3-1 OF THE

SECURITIES AND EXCHANGE COMMISSION

AS OF DECEMBER 31 2010

TOTAL MEMBERS EQUITY QUAUFIED FOR NET

CAPITAL

DEDUCTIONS AND/OR CHARGES
Non-allowable assets

Accounts receivable non-allowable

Prepaid expenses

NET CAPITAL

AGGREGATE INDEBTEDNESS accounts payable

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Minimum net capital required

Excess net capital

Excess net capital at 1000 percent

Percentage of aggregate indebtedness to net capital

SCHEDULE

189300

67317
26058

95925

21383

5000

90
89925

22.29%

There is no difference in the above computation and the Companys net capital as reported in

the Companys Part II unaudited FOCUS report as of December 31 2010

See Independent Auditors Report



WADE BOWDEN COMPANY
CERTIFIED PUBLIC ACCOUNTANTS CONSULTANTS

INDEPENDENT ACCOUNTANTS REPORT

REQUIRED BY

SECURITIES EXCHANGE COMMISSION SEC RULE 17A-5e4
AGREED-UPON PROCEDURES RELATED TO AN ENTITYS SIPC

ASSESSMENT RECONCILIATION

To the Member and Managers

HedgeCo Securities LLC

In accordance with Rule 7a-5e4 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 Financial Industry Regulatory Authority Inc and

the SIPC solely to assist you and the other specified parties in evaluating HedgeCo Securities LLCs

compliance with the applicable instructions of the General Assessment Reconciliation Form

SIPC-7 HedgeCo Securities LLCs management is responsible for HedgeCo Securities LLCs

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

Compared the listed assessment payments in Form SIPC-7 with respective cash disbursement

records entries in the general ledger noting no differences

Compared the amounts reported on the audited Form X-1 7A-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

There were no adjustments reported in Form SIPC-7 thus no differences

Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the related

schedules and working papers

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

863 FLAT SHOALS ROAD SE SUITE C-369

CONYERS GEORGIA 30094

PH 770-500-9798

FAX 678-868-1411

Who WDEN VOl CPA CC



We were riot engaged to and did not conduct an examination the objective of which would be the

expression of an opinion on compliance Accordinglywe 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 Georgia

Februaryll2011

See Independent Auditors Report and

Notes to Financial Statements
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WADE Bo.wDEN COMPANY
CERTIFIEl PUBLIC ACCOUNTANTS CONSULTANTS

REPORT ON INTERNAL CONTROL

REQUIRED BY

SECURITIES EXCHANGE COMMISSION SEC RULE 17A-5

FOR BROKER-DEALER CLAIMING AN EXEMPTION FROM

SEC RULE 15f3-3

To the Member and Managers

HedgeCo Securities LLC

In planning and performing our audit of the financial statements and supplementary schedule of

HedgeCo Securities LLC the Company as of and for the year ended December 31 201-0 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 internal control

Also as required by Rule 17a-5g1 of the Securities and Exchange Commission SECwe
have made 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-5g
in making the periodic computations of aggregate indebtedness or aggregate debits and net

capital under Rule 7a-3ai and for determining compliance with the exemptive provisions of

Rule 5c3-3 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 compailsons

Recordation of differences required by Rule 7a-1

Complying with 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 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

SECs above mentioned objectives Two of the objectives of internal control and the practices ahd

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 Anerica Rule 7a-5g 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 orthe 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 internal 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 material weakness is condition in which the design or operation

of the specific internal control components does not reduce to 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 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 safeguardingsecurities that we consider to be material weakness 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 as of December 31 2010 -to meet the SECs

objectives

This report recognizes that it is not practicable in an organization the sze of the Company to achieve

all the division of duties and cross-checks generally included in system of internal accounting control

and that alternatively greater reliance must be placed on surveillance by management

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

the SEC and other regulatory agencies that rely on Rule .1 7a-5g 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

Atlanta Georgia

February 11 2011

See Independent Auditors Report and

Notes to Financial Statements
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