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X (¢) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
[0 (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
(g) Computation of Net Capital.
x (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
X (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
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INDEPENDENT AUDITORS’ REPORT

Board of Directors
W.F.C.G. Securities, Inc.
Spokane, Washington

We have audited the accompanying statement of financial condition of W.F.C.G.
Securities, Inc. as of December 31, 2010 and 2009, and the related statements of operations,
changes in stockholder’s equity, and cash flows for the years 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 Company's management. Our responsibility is to
express an opinion on these financial statements based on our audits.

We conducted our audit in accordance with auditing standards generally accepted in the
United States. 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 that our audits provide 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 W.F.C.G. Securities, 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.

MYl Jrkkcboc, <Aewh 0.5

February 21, 2011
Spokane, Washington



W.F.C.G. SECURITIES, INC.

STATEMENT OF FINANCIAL CONDITION

December 31, 2010 and 2009

ASSETS

Cash

Commissions receivable
Officer advance

Receivable from related party
Marketable securities owned
Equipment

LIABILITIES AND STOCKHOLDER'S EQUITY

Commissions payable

Accrued overhead payable
Federal income taxes payable
Business and payroll taxes payable

Stockholder's equity:
Common stock, $1 par value:
Authorized, 100 shares;
Issued and outstanding, 80 shares
Additional paid-in capital
Retained earnings

010 2009

' $ 41,433 $ 133,783
8,496 9,961
56,459 56,128
66,729 6,729
76,398 62,309
561 1,202

$ 250,076 $270,112
$ 1,452 $ 1,275
2,500 2,500
6,530

783 1,233

4,735 11,538

80 80

6,280 6,280
238,981 252,214
245,341 258,574

$ 250,076 $270,112

The accompanying notes are an integral

part of the financial statements.
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W.F.C.G. SECURITIES, INC.

STATEMENT OF OPERATIONS
for the years ended December 31, 2010 and 2009

201 2009
Revenues:
Commissions $ 87,724 $ 113,699
Investment gain 3,215 11,733
Interest/dividend income 2,205 1,740
93,144 127,172
Expenses:
Officer's compensation and payroll taxes 80,070 61,868
Salaries and wages 8,494 8,321
Regulatory fees and licenses 7,926 2,570
Business taxes 1,215 2,253
Professional fees 7,435 5,720
Office supplies 596 467
Promotion 60
Depreciation 641 802
106,377 82,061
Income (loss) before federal income taxes (13,233) 45,111
Federal income taxes 5,236
Net income (loss) $ (13,233) $ 39,875

The accompanying notes are an integral
part of the financial statements.
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W.F.C.G. SECURITIES, INC.

STATEMENT OF CHANGES IN STOCKHOLDER'S EQUITY
for the years ended December 31, 2010 and 2009

Additional Total
Common Stock Paid-in Retained  Stockholder's
Shares Amount Capital Earnings Equity
Balances, January 1, 2009 80 § 80 $ 6,280 $ 212339 §$ 218,699
Net income 39,875 39,875
Balances, December 31, 2009 80 80 6,280 252,214 258,574
Net loss (13,233) (13,233)
Balances, December 31, 2010 80 § 80 § 6,280 § 238981 § 245,341

The accompanying notes are an integral
part of the financial statements.
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W.F.C.G. SECURITIES, INC.

STATEMENT OF CASH FLOWS
for the years ended December 31, 2010 and 2009

2010 2009

Cash flows from operating activities:
Net income (loss) $(13,233) § 39,875
Adjustments to reconcile net income (loss) to net
cash provided by (used in) operating activities:

Depreciation 641 802
Change in assets and liabilities:
Commissions receivable 1,465 32,423
Officer advance (331) (882)
Receivables from related party, net (60,000) 15,800
Marketable securities owned, net (14,089) (13,016)
Commissions payable 177 36
Increase in federal income taxes payable (6,530) (3,219)
Business and payroll taxes payable 450 (&Y
Net cash provided by (used in) operating activities (92,350) 71,728
Cash at beginning of year 133,783 62,055
Cash at end of year $ 41,433 $ 133,783

Supplemental schedule of cash paid for:
Income taxes $ 6,530 $ 8,455

The accompanying notes are an integral
part of the financial statements.
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W.F.C.G. SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS

The Company and Significant Accounting Policies:

The Company was incorporated under the laws of the State of Washington on September 14,
1993 to operate as a broker/dealer engaging in mutual fund transactions. The Company does not
carry security accounts for customers or perform custodial functions relating to customer
securities. The Company's office is located in Spokane, Washington.

The Company is engaged in various trading and brokerage activities with counterparties that
primarily include broker/dealers, banks, and other financial institutions. In the event
counterparties do not fulfill 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
Company’s policy to review, as necessary, the credit standing of each counterparty.

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

Marketable securities that are owned by the Company are recorded at fair value in accordance
with FASB ASC 820 Fair Value Measurements and Disclosures. The resulting difference

between cost and market value (or fair value) is included in income.

Equipment is recorded at cost. Depreciation is computed using the straight line and accelerated
methods over estimated useful lives of the assets.

Commission revenue on mutual fund transactions is recorded on a trade date basis.

Continued
-6-



W.F.C.G. SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS, Continued

Segregated Cash:

The Company maintains a central registration depository (CRD) account which is used for fees
charged to the Company by FINRA. At December 31,2010 and 2009 there was $100 and $110,
respectively in the segregated cash account. The amount is included in cash on the financial
statements. There is no minimum balance required in this reserve account at December 31,

2010 and 2009.

Fair Value Measurement:

FASB ASC 820 defines fair value, establishes a new framework for measuring fair value and
expands disclosure requirements to include fair value measurement, and its fair value hierarchy
level, for each major category of assets and liabilities that are measured at fair value. Hierarchy
level is determined by segregating fair value measurements using quote prices in active
markets for identical assets or liabilities (Level 1), significant other observable inputs (Level
2), and significant unobservable inputs (Level 3).

Fair value for marketable securities is determined by reference to quoted market prices.

Marketable securities owned representing fair value hierarchy Level 1 as of December 31, 201 0
and 2009 are summarized as follows:

2010 2009
Money market $38,836 $ 9,735
Mutual funds 32,733 47,301
Common stock 4.829 5,273

$76.398 $62,309

Continued
7.
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W.F.C.G. SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS, Continued

Equipment:

Equipment as of December 31, 2010 and 2009 is summarized as follows:

010 2009
Office equipment $12,117 $24,221
Less accumulated depreciation ' 11,556 23.019

$__561 $_1,202

Net Capital Requirements:

The Company is subject to the Securities and Exchange Uniform Net Capital Rule (SEC Rule
15¢3-1), which requires the maintenance of minimum net capital of $5,000 and requires that the
ratio of aggregate indebtedness to net capital shall not exceed 15 to 1. Net capital and the
related net capital ratio will fluctuate on a daily basis. The Company had net capital of $109,252

~and $176,837 at December 31, 2010 and 2009, respectively. The Company’s net capital ratio

was .04 to I and .07 to 1 at December 31, 2010 and 2009, respectively.

Operating Line of Credit:

The Company has a $5,000 unsecured line of credit with American West Bank. There were no
balances due under the line of credit agreement at December 31, 2010 and 2009.

Related Party Transactions:

The Company has shared payroll expenses with Northern Capital Management, Inc., which is
owned 100% by the stockholder of W.F.C.G. Securities, Inc. At December 31,2010 and 2009
the Company had a receivable due from Northern Capital Management, Inc., in the amount of
$66,729 and $6,729, respectively. The total expenses reimbursed by the Company to Northern
Capital Management, Inc. were $79,000 and $60,800 for the years ended December 31, 2010
and 2009, respectively.

Continued
8-



W.F.C.G. SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS, Continued

Federal Income Taxes:

Differences between actual federal income taxes and anticipated federal income taxes at
statutory rates result principally from nondeductible expenses for federal income tax purposes.
Federal income tax expense for the year ended December 31, 2010 and 2009 was $0 and
$5,236, respectively. Federal income tax expense for the year ended December 31, 2009 was
reduced by $3,799 resulting from an over accrued expense during 2008. The Company also has
an unused capital loss carry forward of $8,789 which expires in 2015. This capital loss carry
forward can only be used to offset realized capital gains. Accordingly, a deferred tax asset has
not been recognized. The Company also has an unused net operating loss carry forward of
$15,105 which expires in 2030. This net operating loss carry forward can only be used to offset
income. Accordingly, a deferred tax asset has not been recognized.

As of December 31, 2010, the tax years that remain subject to examination by the Internal
Revenue Service are 2007 through 2010.

Subsequent Events:

The Company evaluated subsequent events and transactions for potential recognition or
disclosure in the financial statements through February 21, 2011, the day the financial
statements were available to be issued, and has determined there are no subsequent events that
require disclosure.
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McDIRMID, MIKKELSEN & SECREST, P.5.

Certified Public Accountants

INDEPENDENT AUDITORS’ REPORT ON SUPPLEMENTARY
INFORMATION REQUIRED BY RULE 17a-5§ OF THE
SECURITIES AND EXCHANGE COMMISSION

Board of Directors
W.F.C.G. Securities, Inc.
Spokane, Washington

Q26 W. Sprague, Suite 300
Spokane, WA 99201.4000
509.747.6154

FAX 509.838.0508
WWW.MMSPS.COM

We have audited the accompanying financial statements of W.F.C.G. Securities, Inc. as of and for
the year ended December 31, 2010 and have issued our report thereon dated February 21,2011. Our
audit was conducted for the purpose of forming an opinion on the basic financial statements taken as
a whole. The information contained in Schedules 1, 2, and 3 are presented for purposes of additional
analysis and is not a required part of the basic financial statements, but is supplementary information
required by Rule 17a-5 under the Securities and Exchange Act of 1934. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and, in our
opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a

whole.

)| ket o e 5.

February 21,2011
Spokane, Washington
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W.F.C.G. SECURITIES, INC.

SCHEDULE 1

COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION

December 31, 2010

Net capital:
Stockholder's equity:
Common stock
Additional paid-in capital
Retained earnings
Total stockholder's equity

Deductions:
Non-allowable assets:
CRD cash account
Commission receivables
Officer advance
Receivable from related party
Equipment
Net capital before haircut on securities position
Haircuts on securities
Net capital
Minimum net capital required
Excess net capital
Aggregate indebtedness:
Commissions payable

Accrued overhead payable
Business and payroll taxes payable

Ratio of aggregate indebtedness to net capital

1l-

80
6,280
238,981

$245,341
100
6,704
56,459
66,729
561

130,553

114,788

5,536

109,252

5,000

$ 104,252

$ 1,452

2,500

783

$ 4,735

Odto1



W.F.C.G. SECURITIES, INC.
SCHEDULE 2
COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS

UNDER RULE 15¢3-3 OF THE SECURITIES AND EXCHANGE COMMISSION
December 31, 2010

W.F.C.G. Securities, Inc. is exempt from Rule 15¢3-3.

-12-



W.F.C.G. SECURITIES, INC.

SCHEDULE 3
RECONCILIATION WITH COMPANY'S COMPUTATION OF NET
CAPITAL INCLUDED IN PART II OF FORM X-17A-5
December 31, 2010

Net capital:
Net capital as reported on FOCUS REPORT $109,692
Audit adjustments:
Additional allowed trails receivable 1,686
Difference in haircut calculation (2,124)
Rounding ' S )
Net capital which should have been reported $109,252
Net capital as computed on page 11 $109,252

Aggregate indebtedness:

Aggregate indebtedness as reported on FOCUS REPORT $ 4,733
Audit adjustments:

Rounding _ 2
Aggregate indebtedness which should have been reported $ 4,735
Aggregate indebtedness as computed on page 11 $ 4,735

13-
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INDEPENDENT AUDITORS’ REPORT ON
INTERNAL CONTROLS REQUIRED BY SECURITIES
AND EXCHANGE COMMISSION RULE 17a-3

Board of Directors
W.F.C.G. Securities, Inc.
Spokane, Washington

In planning and performing our audit of the financial statements and supplemental
schedules of W.F.C.G. Securities, Inc. as of and for the year ended December 31,2010, in
accordance with auditing standards generally accepted in the United States, we considered
the Company’s internal control over financial reporting (internal control) as a basis for
designing our auditing procedures for the purpose of expressing our opinion on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness
of the Company’s internal control. Accordingly, we do not express an opinion on the
effectiveness of the Company’s internal control. ' :

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC),
we have made a 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 we considered relevant to the objectives stated in rule
17a-5(g) in making the periodic computations of aggregate indebtedness (or aggregate
debits) and net capital under rule 17a-3(a)(11) and for determining compliance with the
exemptive provisions of rule 15¢3-3. 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:

1. Making quarterly securities examinations, counts, verifications, and
comparisons and recordation of differences required by rule 17a-13.

2. Complying with the requirements of for prompt payment for securities under
Section 8 of Federal Reserve Regulation T of the Board of Governors of the

Federal Reserve System.

The management of the Company is responsible for establishing and maintaining internal
contro] 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 SEC’s 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

Continued
14



Board of Directors
W.F.C.G. Securities, Inc.

executed in accordance with management’s authorization and recorded properly to permit
the preparation of financial statements in conformity with generally accepted accounting
principles. Rule 17a-5(g) lists additional objectives of the practices and procedures listed in
the preceding paragraph.

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.

A control deficiency exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent or detect misstatements on a timely basis. A significant deficiency is a deficiency,
or a combination of deficiencies, in internal control that is less severe than a material
weakness, yet important enough to merit attention by those charged with governance.

A material weakness is a deficiency, or combination of deficiencies, in internal control,
such that there is a reasonable possibility that a material misstatement of the Company’s
financial statements will not be prevented or detected and corrected on a timely basis.

Our 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. We did not identify any deficiencies in internal control and
control activities for safeguarding securities that we consider to be material weaknesses, 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 a material inadequacy for such purposes. Based on this understanding and
on our study, we believe that the Company’s practices and procedures, as described in the
second paragraph of this report, were adequate at December 31, 2010, to meet the SEC’s

objectives.

This report is intended solely for the use of the Board of Directors, management, the SEC,
and other regulatory agencies that rely on Rule 17a-5(g) 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.

Wl Mkt < Aocid. S

February 21, 2011
Spokane, Washington
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