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OATH OR AFFIRMAT EON

Randal Burch swear or affirm that to the best of

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

Burch Company Inc
as
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any proprietary interest in any account

classified solely as that of customer except as follows
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BRUCE CULLEY C.P.A P.C

3000 Brooktree Lane Suite 210

Gladstone MO 64119

816-453-1040 Fax 816-453-0721

Independent Auditors Report

The Board of Directors

Burch Company Inc

Kansas City Missouri

have audited the accompanying statement of financial condition of Burch Company Inc as of

December 31 2010 and the related statements of income changes in stockholders equity change in

liabilities subordinated to claims of general creditors 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 Companys management My responsibility is to express an

opinion on these financial statements based on my audit

conducted my audit in accordance with auditing standards generally accepted in the United States of

America Those standards require that 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 believe that

my audit provides reasonable basis for my opinion

In my opinion such financial statements present fairly in all material respects the financial position

of the Company as of December 31 2010 and the results of its operations and cash flows for the year

then ended in conformity with accounting principles generally accepted in the United States of

America

My audit was made for the purpose of forming an opinion on the basic financial statements taken as

whole The accompanying supplementary information 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 subjected to the

auditing procedures applied in the audit of the basic financial statements and in my opinion is fairly

stated in all material respects in relation to the basic fin ciaL tements taken as whole

Bruce Culley

Certified Public Accounta

Gladstone Missouri

February 23 2011



BURCH COMPANY INC

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2010

ASSETS

Cash 224244

Prepaid Expenses 19453

Property and Equipment Net of Accumulated Depreciation

of $32632 31904

Accounts Receivable Shareholder and Officers 10106

Deferred Tax Asset 9557

Total Assets 295264

LIABILITIES AND STOCKHOLDERS EQUITY

Accounts Payable $150237

Payroll Liabilities 28277

Income Tax Payable 5728

Subordinated Borrowings 171999

Total Liabilities 356241

STOCKHOLDERS EQUITY

Common Stock $1 Par Value 30000 Shares Authorized

1000 Issued and Outstanding 1000

Additional Paid-in Capital 38946

Retained Earnings Deficit 100923

Total Stockholders Equity 60977

Total Liabilities and Stockholders Equity 295264

See notes to the fmancial statements



BITRCH COMPANY I1C

STATEMENT OF INCOME
FOR THE YEAR ENDED DECEMBER 31 2010

REVENUES
Retainer and Success Fees 6110487

Marketing 2480835

Commissions 223042

Administrative Fee 564520

Other Revenue 1422

Total Revenues 9380306

EXPENSES

Commissions 8259051

Employee Compensation and Benefits 392879

Professional Services 234061

Rent 27026

Registration Fees and Bonding 122714

Office Expenses 104288

Depreciation 5391

Insurance 47192

Telephone and Communications 18149

Retirement Contributions 78560

Other Administrative Expenses 21626

Total Expenses 9310937

Net Income Loss from Operations 69369

OTHER INCOME EXPENSES
Interest Income 327

Interest Expense 17196
16869

Net Income Loss Before Income Tax 52500

Income Tax Benefits

Current 5728

Deferred 6757

Total Income Tax Benefits 12485

Net Income Loss After Income Tax 40015

See notes to the financial statements



BURCH COMPANY INC
STATEMENT OF CHANGES IN STOCKHOLDERS EQUITY

FOR THE YEAR ENDED DECEMBER 31 2010

Additional Retained

Common Paid-in Earnings

Stock_ Capital Deficit Total

Stockholdes Equity Beginning of Year 1000 38946 140938 100992

Net Income Loss 40015 40015

Stockholders Equity End of Year 1000 38946 100923 60977

See notes to the financial statements



BURCH COMPANY INC
STATEMENT OF CHANGES LN LIABILITIES SUBORDINATED

TO CLAIMS OF GENERAL CREDITORS
FOR THE YEAR ENDED DECEMBER 31 2010

Subordinated Borrowings Beginning of Year $171999

Changes in Subordinated Borrowings

Subordinated Borrowings End of Year $171999

See notes to the fmancial statements



BURCH COMPANY INC

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31 2010

CASH FLOWS FROM OPERATING ACTIVITIES

Net Income Loss 40015

Adjustments to Reconcile Net Cash to

Net Cash Used in Operating Activities

Depreciation 5396

Decrease in Deferred Tax Benefit 6757

Increase in Prepaids 14140

Increase in Accounts Payable 135862

Increase in Payroll Tax Liabilities 28277

Increase in Income Tax Payable 5728

Total Adjustments 167880

Net Cash Provided Used by Operating Activities 207895

CASH FLOW FROM INVESTING ACTIVITIES

CASH FLOW FROM FINANCING ACTIVITIES

Officer Advances Net 738
Increase in Office Equipment 9758

Net Cash Used by Financing Activities 10496

Increase Decrease in Cash 197399

Cash Beginning of Year 26845

Cash End of Year 224244

Supplemental Disclosures

Interest Paid During the Year 17196

Noncash Financing and Investing Transactions

Accrued Interest Receivable Added to Amount Due from Officer 327

See notes to the financial statements



BURCH COMPANY INC
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2010

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Business Activity

Burch Company Inc the Company is broker-dealer registered with the

Securities and Exchange Commission and is member of the Financial Industry

Regulatory Authority The Company is primarily involved in mergers and acquisition

transactions in the middle market transactions

Securities and Commission Transactions

Commission fee revenues and expenses are recorded on trade date basis as

securities transactions occur

Concentrations

Financial Instruments

Financial instruments that potentially subject the Company to significant

concentrations consist principally of cash and commissions receivable The

Company places its cash with high credit quality financial institutions which maintain

FDIC insurance such that deposits are fully covered by insurance

The Company records commissions receivable from completed securities trades

which are cleared on fully disclosed basis and upon the sale or at the closing date of

other investment products

Income Taxes

Current and deferred income taxes are determined in accordance with FASB ASC

Topic 740 Under FASB ASC Topic 740 the amount of current and deferred taxes

payable or refundable is recognized utilizing currently enacted tax laws and rates

Deferred tax expenses or benefits are recognized in the financial statements for the

changes in deferred tax liabilities or assets between years Deferred taxes relate to the

timing of the deductibility of interest expense on shareholder loans the use of

accelerated depreciation methods and the election to expense property acquisitions for

income tax purposes



BURCH COMPANY INC
NOTES TO FINANCIAL STATEMENTS CONTINUED

DECEMBER 31 2010

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES CONTINUED

The components of the deferred tax asset on the statement of financial condition as of

December 31 2010 related to the following

Interest Expense 9800

Tax Basis of Property and Equipment 243
Net Deferred Tax Asset 9557

Property and Depreciation

Property and equipment at December 31 2010 consists of the following and is

depreciated using accelerated and straight-line methods over the following lives

Balance Lives

Office Furniture Computer Equipment 24167 7years

Automobile 40.3 63 years

64530

Less Accumulated Depreciation 32626
31904

Use of Estimates

The preparation of 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

Cash and Cash Equivalents

For purposes of the statement of cash flows the Company defines cash equivalents as

demand deposits money market funds and any highly liquid debt instruments with

maturity of three months or less at the time of purpose



BURCH COMPANY INC
NOTES TO FINANCIAL STATEMENTS CONTINUED

DECEMBER 31 2010

NOTE 2- NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commissions Uniform Net

Capital Rule rule 15c3-1 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 At December 31 2010 the Company had net capital of

$40002 which was $35002 in excess of its required net capital of $5000

The aggregate indebtedness to net capital ratio was 4.6 to

NOTE 3- SUBORDINATED BORROWINGS

The borrowings under subordination agreements at December 31 2010 are payable

to the Companys sole shareholder as follows

10%LoanDueNovember302010 $171999

The subordinated borrowings are available in computing net capital under the

Securities and Exchange Commissions Uniform Net Capital Rule To the extent that

such borrowings are required for the Companys continued compliance with

minimum net capital requirements they may not be repaid

NOTE RELATED PARTY TRANSACTIONS

During 2010 the Company made advances of $15824 to its officer/shareholder under

3.5% demand note Repayments on this note were $18192 which included $327 of

interest income The balance outstanding at December 31 2010 totaled $6685

During 2010 the Company paid its sole shareholder $17196 of interest on the

subordinated note payment which was equal to 10% of the outstanding balance



BURCH COMPANY INC
NOTES TO FINANCIAL STATEMENTS CONTINUED

DECEMBER 31 2010

NOTE 5- OPERATING LEASE

One July 2010 the Company entered into lease agreement for office space which

expires on June 30 2015 Future minimum payments due under this lease are

2011 37860

2012 42120

2013 50640

2014 50640

2015 25320

206.580

Rental expense for 2010 was $24079

NOTE DEFINED CONTRIBUTION PLAN

The Company jias established Simplified Employee Pension plan which provides

for contributions of up to 25% of employee compensation Profit sharing

contributions have been accrued in the amount of $78560 for the year ended

December 31 2010
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BURCH COMPANY llC

SUPPLEMENTARY INFORMATION
DECEMBER 31 2010

Computation of Net Capital under SEC Rule 15c3-l

Total Stockholders Equity 60977
Subordinated Borrowings Allowable in

Computation of Net Capital 171999

Deferred Taxes 9557
Non-allowable Assets 61463

Net Capital 40002

Minimum Net Capital Required the Greater of

$5000 or 2/3% of Aggregate Indebtedness 5000

Excess Net Capital 35.002

Aggregate Indebtedness

Total Liabilities 356241

Less Subordinated Borrowings 171999

Aggregate Indebtedness LL242

Ratio Aggregate Indebtedness to Net Capital 4.6 to

II Computation for Determination of Reserve

Requirements under SEC Rule 15c3-3

The Company operates under the exemptive provisions of paragraph k2B of SEC rule

l5c3-3

III Information Relating to the Possession or Control

Requirements under SEC Rule 5c3-3

The Company has complied with the exemptive requirements of SEC rule 5c3-3 and did not

maintain possession or control of any customer funds or securities as of December 31 2010

IV Reconciliation Pursuant to SEC Rule 7a-5d4

Net Capital per December 31 2010 Form X- 7A-5 40002

Audit Adjustments

Adjusted Net Capital

Net Capital per Schedule above 40.002

12



BRUCE CUILLEY C.P.A P.C
3000 Brooktree Lane Suite 210

Gladstone MO 64119

816-453-1040 Fax 816-453-0721

Report on Internal Control Required by SEC Rule 7a-5 alt

for Broker-Dealer Claiming an Exemttion from SEC Rule 15c3-3

The Board of Directors

Burch Company Inc

Kansas City Missouri

in planning and performing my audit of the financial statements of Burch Company mc as of and

for the year ended December 31 2010 in accordance with auditing standards generally accepted in

the United States of America considered the Companys internal control over financial reporting

internal control as basis for designing my auditing procedures for the purpose of expressing my

opinion on the financial statements but not for the purpose of expressing an opinion on the

effectiveness of the Companys internal control Accordingly do not express an opinion on the

effectiveness of the Companys internal control

Also as required by Rule l7a-5g1 of the Securities and Exchange Commission SEC have made

study of the practices and procedures followed by the Company including consideration of control

activities for safeguarding securities This study included tests of such practices and procedures that

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 17a-3al and for

determining compliance with the exemptive provisions of rule 15c3-3 Because the Company does

not carry securities accounts for customers or perform custodial functions relating to customer

securities did not review the practices and procedures followed by the Company in any of the

following

Making quarterly securities examinations counts verifications and comparisons and

recordation of differences required by rule 7a- 13

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 by management are required to assess the expected benefits and related costs

of controls and of 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 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 managements authorization and recorded properly to permit the

preparation of financial statements in conformity with generally accepted accounting principles Rule

17a-5g lists additional objectives of the practices and procedures listed in the preceding paragraph

13



Because of inherent limitations in internal control and the practices and procedures referred to above

error 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

that the effectiveness of their design and operation may deteriorate

control deficiency exists when the design or operation of control does not allow management or

employees in the normal course of performing their assigned functions to prevent or detect

misstatements on timely basis sign/Icant deficiency is control deficiency or combination of

control deficiencies that adversely affects the entitys ability to initiate authorize record process or

report financial data reliably in accordance with generally accepted accounting principles such that

there is more than remote likelihood that misstatement of the entitys financial statements that is

more than inconsequential will not be prevented or detected by the entitys internal control

material weakness is significant deficiency or combination of significant deficiencies that results

in more than remote likelihood that material misstatement of the financial statements will not be

prevented or detected by the entitys internal control

My consideration of internal control was for the limited purpose described in the first and second

paragraphs and would not necessarily identify all deficiencies in internal control that might be

material weaknesses did not identify any deficiencies in internal control and control activities for

safeguarding securities that consider to be material weaknesses as defined above

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 my study believe that the Companys practices and

procedures as described in the second paragraph of this report were adequate at December 31 2010

to meet the SECs objectives

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

Securities and Exchange Commission and other regulatory agencies that rely on rule 17a-5g under

the Securities Exchange Act of 1934 in their regulation of registered brokers and dealers and is not

intended to be and should not be used by anyone other than these specified parties

Bruce Culley

Certified Public

Gladstone Missouri

February 23 2011
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