T

|

UNITEDSTATES o878t —
SECURITIES ANDEXCHANGE COMMISSION OMB Number: 32350123
Washington, D.C. 20549 Expires:  February 28, 2010

' . Estimated average burden

hours perresponse.. . . .. 12.00

ANNUAL AUDITED REPORT
FORM X-17A-5

SEC FILE NUMBER
& 30977

FACING PAGE
Information Required of Brokers and Dealers Parsu
Securities Exchange Act of 1934 and Rule 17 ,

1/1/2010 AND"E;NDING 12/31/2010
MM/DD/YY MM/DD/YY

ant to Section 17 of the
-5 Thereander

REPORT FOR THE PERIOD BEGINNING

A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER: pjrst Securities Northwest , Inc. OFFICIAL USE ONLY
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O, Box Ne.) FiIRM 1.D. NO.

18824 SF _Mildred Street

{No. and Street)
Milwaukie Oregon 97267
{City) (State) {Zip Code)
NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
Ren Jaohnsan 503/723-4404
(Area Code — Tslephone Number)
B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

C.P.A., PC
(Name ~ if individual, state last, first, middle name)

Duane Liebswager,

Oregon 97224

King City,
(State) (Zip Code)

Suite 108
(City)

15405 gy 116+h Avenue.,
(Address)

CHECK ONE:
@ Certified Public Accountant
[ Public Accountant
OO Accountant not resident in United States or any of its possessions.

FOR OFFICIAL USE ONLY

*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accouniant
must be supported by a statement of fucts and circumstances relied on as the basis Jor the exemprion. See Section 240.] 7a-5(e)(2)

Potsntial persons who ar
information contained inthis form are not required torespond
ntly valid OMB control number. ,(‘Q

SEC 1410 (06-02) unjess the form displays a curre

€ to respond fo the colisction of ' .
AN



OATH OR AFFIRMATION

i, Ren Johnson , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
First Securities Northwest, Inc.

, as

of Decamhar 21 , 2010 , are true and correct. I further swear (or affirm) that
neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

7N ;?
/ \
RS~
"; / Signature
President
Title

ot Gledas

v
Notary Public J

This 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 Reguirements 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 Qath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

x(o)Report of independent certified public accountant on Internal Accounting
**¥For conditions of confidential treatment of certain portions of this Siling, see section 240.17a-5(e}(3). Control
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. D’uane Liebswager, CPA P.C.
~ Certified Public Accountant

15405 SW 116th Avenue, Suite 105
CKing City, OR 97224

Duane G. Liebswager

Report of Independent Certified Public Accountants

Board of Directors
First Securities Northwest, Inc.

We have audited the accompanying statements of financial condition
of First Securities Northwest, Inc. as of December 31, 2010 and
2009, and the related statements of income and comprehensive
income, changes in stockholder's equity, and cash flows for the
years then ended. 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 our audit provides a reasonable basis for
our opinion.

In our opinion, the financial statements referred to above,
present fairly, in all material respects, the financial position
of First Securities Northwest, Inc. as of December 31, 2010 and
2009, and the results of its operations and its cash flows for the
years then ended in conformity with accounting principles
generally accepted in The United States of America.

@/ E&Q«wag&d CPA /.C.

Duane Liebswager, C.P.A.
Certified Public Accountant

February 4, 2011

Phone 503/624-0940 ~ FAX 503/684-8104 ~ Oregon Watts 1/800/338-7975



FIRST SECURITIES NORTHWEST, INC.
STATEMENTS OF FINANCIAL CONDITION

ASSETS

Cash

Receivables, inventory positions at
clearing corporation

Deposits with clearing organizations
Furniture, equipment at cost - net of
accumulated depreciation of $48,192
and $47,958 respectively

Prepaid expenses

Deferred tax benefit

TOTAL ASSETS

LIABILITIES AND STOCKHOLDER'S EQUITY

Accounts payable and accrued
liabilities

Payables, inventory positions at
clearing corporation

TOTAL LIABILITIES

STOCKHOLDER'S EQUITY

Common stock, no par value, 1,000
shares authorized and issued

Additional paid-in capital

Retained earnings

Total stockholder's equity

See accompanying notes and accountants'
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At December 31

2010

$128,266
0
110,879

0
8,961

22,957

$271,063

$ 1,025

1,025

11,500
379,280
(120,742)

270,038

$271,063

audit report.

2009

$189,838
0
111,653

234
8,882

12,103

$322,710

S 5,026

5,026

11,500
379,280
( 73,096)

317,684

$322,710



FIRST SECURITIES NORTHWEST, INC.
STATEMENTS OF INCOME AND COMPREHENSIVE INCOME

Years Ended December 31

2010 2009

REVENUES
Commissions S 93,559 $126,017
Net dealer inventory and investment

gains (losses) 36,790 167,694
Sale of investment company shares 170 128
Total revenue 130,519 293,839
EXPENSES
Employee compensation and taxes 59,845 67,791
Commissions and floor brokerage 10,023 17,244
Regulatory fees and assessments 11,034 9,303
Communications 8,648 11,133
Occupancy and equipment rents 8,417 8,490
Professional fees 7,425 7,325
Other expenses 83,393 82,047
Depreciation 234 279
Total expenses 189,019 203,612
INCOME (LOSS) BEFORE INCOME TAXES ( 58,500) 90,227
INCOME TAXES 10,854 ( 22,344)
NET INCOME, (LOSS) BEFORE COMPREHENSIVE

ITEMS ( 47,646) 67,883
COMPREHENSIVE ITEMS:
Unrealized Gains (Losses) on Securities

available for resale (net of income

taxes) 0 0
NET INCOME (LOSS) (847,646) S 67,883

See accompanying notes and accountants' audit report.
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FIRST SECURITIES NORTHWEST, INC.

STATEMENTS OF CHANGES IN STOCKHOLDER'S EQUITY
For the Years Ended December 31, 2010 and 2009

Common Stock

Paid-In Retained

Shares Amount Capital Earnings Total

Balance at

December 31, 2008 1000 $11,500 $379,280($140,979)%$249,801
Net income (loss)

for the year 67,883 67,883
Balance at

December 31, 2009 1000 11,500 379,280 ( 73,096) 317,684
Net income (loss)

for the year ( 47,646) ( 47,646)
Balance at

December 31, 2010 1000 $11,500 $379,280($120,742)$270,038

See accompanying notes and accountants' audit report.
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FIRST SECURITIES NORTHWEST, INC.
STATEMENTS OF CASH FLOWS
For the Years Ended December 31, 2010 and 2009

Years Ended December 31

2010 2009

Increase (Decrease) in Cash and Cash Equivalents:

Cash flows from operating activities:

Cash received from operations $130,519 $298,354
Cash paid to employees and suppliers (191,791) (211,393)
Interest received 0 0
Interest paid ( 150) ( 29)
Income taxes (paid) received ( 150) 27,289
Net cash provided by operating activities( 61,572) 114,221
Cash flows from investing activities:

Purchase of furniture 0 0
Net cash used by investing activities 0 0
Net increase in cash and cash

equivalents ( 61,572) 114,221
Cash and cash equivalents at beginning

of year 189,838 75,617
Cash and cash equivalents at end of

year $128,266 $189,838

Reconciliation of net income to net cash provided by operating

activities:

Net income (loss) ($47,646) $ 67,883
Adjustments to reconcile net loss to

net cash used in operating activities:
Amortization and depreciation 234 279
Change in assets and liabilities:
Receivables from brokers or dealers 0 4,515
Deposits with clearing organizations 774 ( 12,498)
Deferred tax benefits, prepaid

expenses { 10,933) { 50,041)
Accounts payable ( 4,001) ( 4,001)

Total adjustments ( 13,926) 46,338

Net cash used in operating activities ($61,572) $114,221

Disclosure of accounting policy:

For purposes of the statement of cash flows, the Company considers
cash on hand and cash in bank to be cash equivalents.

See accompanying notes and accountants' audit report.
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FIRST SECURITIES NORTHWEST, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2010 and 2009

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Company is an Oregon corporation and a registered broker-
dealer in securities under the Securities and Exchange Act of
1934, as amended. The Company renders broker-dealer services in
securities on both an agency and principal basis to its customers
who are fully introduced to Southwest Securities. The Company is
exempt from the reserve requirements under SEC Rule 15c3-
3(k) (2) (B), since it does not handle or carry customer securities
and cash.

A summary of the Company's significant accounting policies
consistently applied in the preparation of the accompanying
financial statements follows:

1. Revenue Recognition

Security transactions and related revenue are recorded on a trade
date basis, as if they had settled.

2. Securities Valuation

Marketable securities owned are stated at market wvalue with
changes in value reflected currently in the results of operations
for the vyear.

3. Receivables

Receivables from brokers or dealers consist of commissions
receivable and are considered fully collectible.

Receivables from non-customers consist of balances due for
services rendered and are considered collectible by management.

4. Securities

Marketable securities are valued at market value and the resulting
difference between cost and market is included in income.

5. Income Taxes

The Company elected to be taxed under the provisions of Subchapter
S of the Internal Revenue Code during 1995 and prior years.
Effective January 1996, the Company elected to be taxed as a "C"
corporation. Deferred tax benefits are recognized for operating
losses that are available to offset future federal and state
income taxes.



FIRST SECURITIES NORTHWEST, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2010 and 2009

6. Use of Estimates

The preparation of financial statements in conformity with
generally accepted accounting principles requires management to
make estimates and assumptions that affect the reported amounts of
assets and 1liabilities 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.

7. Property and Eguipment

Property and equipment are carried at cost. Depreciation is
provided using straight-line method for financial reporting
purposes using estimated useful 1life of five to seven years.
Depreciation expense amounted to $234 and $279 for calendar years
ending December 31, 2010 and 2009 respectively.

NOTE B - LEASES

The Company is currently on a month to month lease for its current
location with a thirty day written notice to terminate.

Lease expense amounted to $8,400 and $8,275 and for the calendar
years ending 2010 and 2009 respectively.

NOTE C - COMMON STOCK

The Company was incorporated under the laws of the State of
Oregon. In conjunction with the incorporation, the Board of
Directors authorized the issuance of 1,000 shares of no par value
common stock, all of which are outstanding at December 31, 2010.

NOTE D - NET CAPITAL REQUIREMENTS

The Company is subject to the net capital rule (Rule 15c3-1) of
the Securities and Exchange Commission. This rule prohibits the
Company from engaging in any securities transaction at a time when
its '"aggregate indebtedness" exceeds fifteen times its 'net
capital" as those terms are defined by the rule. At December 31,
2010, the Company's net capital and required net capital, as
defined, were $238,120 and $100,000 respectively, and its ratio of
aggregate indebtedness to net capital was .00 to 1.



FIRST SECURITIES NORTHWEST, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2010 and 2009

NOTE E - INCOME TAXES

Components

The provisions for income taxes consist of the following
components:

Current S 0 S 0
Deferred benefit, (Expense) (10,854) 22,344
($10,854) $22,344

The Company has a Federal net operating loss carryforward of
$73,798 and a state loss of $180,115 that may be offset against
future taxable income. If not used, the carryforwards will expire
in the year 2018.

The Company adopted the provisions of FASB interpretation No. 48
(FIN 48), Accounting for Uncertainty in Income Taxes. There was
no impact to the Company’s financial statements as a result of the
implementation of FIN 48.

The tax provision differs from the expense that would result from
applying statutory rates to income before income taxes because the
Company uses the cash method of accounting for tax purposes. The
tax rates used to calculate the deferred tax benefit was 15% for
federal and 6.6% for the state.

NOTE F - CONCENTRATION OF CREDIT RISK

The Company maintains cash balances at one financial institution
located in Portland, Oregon. Accounts are insured by the Federal
Deposit Insurance Corporation up to $250,000. At December 31,
2010 the Company's uninsured cash balance was $.00.



SUPPLEMENTARY INFORMATION

PURSUANT TO RULE 17A-5 OF THE

SECURITIES EXCHANGE ACT OF 1934
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"~ Duane Liebswager, CPA P.C.
Certified Public Accountant

15405 SW 116th Avenue, Suite 105
‘King City, OR 97224

Duane G. Lieﬁswager

Report of Independent Certified Public Accountants
on Supplemental Information Required by SEC Rule 17a-5

Board of Directors
FIRST SECURITIES NORTHWEST, INC.

We have audited the financial statements of First Securities
Northwest, Inc. for the years ended December 31, 2010 and 2009 and
have issued our report dated February 4, 2011.

Oour audit was made for the purpose of forming an opinion on such
financial statements taken as a whole. The information contained
in Schedules 1 and 2 on the follow1ng pages 1s presented for
purposes of additional analysis and is not a required part of the
basic financial statements, but is supplemental information
required by Rule 17a-5 of the Securities and Exchange Commission.
Such information has been subjected to the procedures applled in
the audit of the basic financial statements and, in our opinion,
igs fairly stated in all material respects in relation to the basic
financial statements taken as a whole.

e fqﬁww Ah P.C.

Duane Liebswager, C.P.A.
Certified Public Accountant

February 4, 2011
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FIRST SECURITIES NORTHWEST, INC.
SCHEDULE 1

FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT =~ PART
IIA FORM X-17A-5 THE UNITED STATES SECURITIES AND EXCHANGE

COMMISSION

COMPUTATION OF NET CAPITAL

For Years Ended December 31, 2010 and 2009

Stockholders' equity from statement of
financial condition

Deduct equity not allowable for net
capital

Stockholders' equity qualified for
net capital

Deductionsg and/or charges
Non-allowable assets:

Furniture and equipment

Prepaid expenses & deferred tax benefit

Net Capital before haircuts
Haircut on other securities
Net Capital

Computation of net capital requirement
Minimum net capital required

Minimum dollar net capital requirement

Excess net capital

Excess net capital at 1000%

Aggregate Indebtedness

Items included from statement of
financial condition:

Accounts payable and accrued
liabilities

Total aggregate indebtedness

Ratio: Aggregate indebtedness to

net capital

12

2010
$270,038

0

270,038

0
(31,918)

238,120
0

$238,120

$ 68
$100,000

$138,120

$238,017

$ 1,025

$_ 1,025

.00 to 1.

2009
$317,684

0

317,684

( 234)
( 20,985)

296,465
0

$296,465

S 335
$100,000

$196,465

$295,962

$ 5,026

S 5,026

.02 to 1.



FIRST SECURITIES NORTHWEST, INC.
SCHEDULE 2

FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT - PART
IIA FORM X-171-5 THE UNITED STATES SECURITIES AND EXCHANGE
COMMISSION

RECONCILIATION OF COMPUTATION OF NET CAPITAL UNDER RULE 15c¢3-1
For Years Ended December 31, 2010 and 2009

2010 2009

NET CAPITAL
Net capital as of December 31, per

unaudited report filed by respondent $238,122 $296,467
Adjustments
Effect on net income for adjustments
Rounding ( 2) ( 2)
Net capital at December 31, as adjusted $238,120 $296,465
AGGREGATE INDEBTEDNESS
Total aggregate indebtedness as of

December 31, per unaudited report

filed by respondent s 1,024 S 5,024
Rounding 1 2
Total aggregate indebtedness as of

December 31, as adjusted S 1,025 S 5,026

13



' Duane Liebswager, CPA P.C.

Certified Public Accountant

15405 SW 116th Avenue, Suite 105
iKing City, OR 97224

Duane G. Lieﬁswager

Report of Independent Certified Public
Accountants on Internal Accounting Control

Board of Directors
First Securities Northwest, Inc.

We have audited the financial statements of First Securities
Northwest, Inc. for the years ended December 31, 2010 and 2009,
and have issued our report thereon dated February 4, 2011. As part
of our audit, we made a study and evaluation of the Company's

system of internal accounting control (which includes the
procedures for safeguarding securities) to the extent we
considered necessary to evaluate the system as required by
generally accepted auditing standards. The purpose of our study

and evaluation, which included obtaining an understanding of the
accounting system, was to determine the nature, timing and extent
of the auditing procedures necessary for expressing an opinion on
the financial statements.

We also made a study of the practices and procedures followed by
the Company in making the periodic computations of aggregate
indebtedness and net capital under rule 17a-3(a) (11) and the
procedures for determining compliance with the exemptive

provisions of rules 15c¢3-3. No facts came to our attention that
such conditions for exemption from rule 15c3-3 had not been
complied with during the year. We did not review the practices

and procedures followed by the Company in making the quarterly
securities examination, counts, verifications and comparisons and
the recordation of differences required by rule 17a-13 or in
complying with the requirements for prompt payment for securities
under Section 8 of Regulation T of the Board of Governors of the
Federal Reserve System, because the Company does not carry
security accounts for customers or perform custodial functions
relating to customer securities.

The management of the Company is responsible for establishing and
maintaining a system of internal accounting control 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 Commission's above mentioned objectives of
a system 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 accordance with generally accepted
accounting principles.
14
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Because of inherent limitations in any system of internal
accounting control or the practices and procedures referred to
above, errors or irregularities may nevertheless occur and not be
detected. Also, projection of any evaluation of them to future
periods 1is subject to the risk that they may become inadequate
because of changes in conditions or that the degree of compliance
with them may deteriorate.

Our study and evaluation made for the limited purpose described in
the first paragraph would not necessarily disclose all material

weaknesses in the system. Accordingly, we do not express an
opinion on the system of internal accounting control of the
Company taken as a whole. However, our study and evaluation

disclosed the following condition that we believe results in more
than a relatively 1low risk that errors or irregularities in
amounts that would be material in relation to the financial
statements of First Securities Northwest, Inc. may occur and not
be detected within a timely period. We noted that the Company
maintains a limited number of accounting personnel, thereby
resulting in a condition which precludes adequate segregation of
accounting duties, thus causing inadequate controls over
accounting transactions. It is the belief of management that, in
addition to the impracticability of adding to the staff,
management's involvement in the day-to-day business affairs
offsets the lack of internal controls created by an insufficient
number of personnel. This condition was considered in determining
the nature, timing and extent of the audit tests to be applied in
our audit of the 2010 and 2009, financial statements and this
report does not affect our report on these financial statements
dated February 4, 2011.

We understand that practices and procedures that accomplish the
objective referred to in the second paragraph of this report are
considered by the Commission 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 objective in all material respects indicate a
material inadequacy for such purposes. Based on this
understanding and on our study and evaluation, we believe that the
Company's practices and procedures at December 31, 2010 and 2009,
except for the matter described in the preceding paragraph, meet
the Commission's objectives.

This report is intended solely for the use of management and the
Securities and Exchange Commission and the Financial Industry
Regulatory Authority, Inc. and should not be used for any other

e jw et he

Duane Llebswager, C P.A.
Certified Public Accountant

February 4, 2011
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