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OATH OR AFFIRMATION
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neither the company ner any partner, proprietor, prineipal officer or director has:any proprietary interest in any account
classified solely as that of a customer, except as follows:

N/A
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Preaident
Title

Notary Public

This réport ** containg (check all applicable boxgs):

(3 () Facing Page.

3 (b) Statement of Finaneial Condition.

[ (¢) Statement of Income (Loss).

[F (d) Statement of Changes in Financial Condition.

[F (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

LX () Statement of Changes in Liabilitics Subordinated to Claims of Creditors,

[F () Computation of Net Capital.

O (hy Computation for Determination ef Reserve Requirements Parstiant to Rule 15¢3-3,

¥ (i) mformation Relating to the Possession or Control Requirements Under Rule 15¢3-3

F () A Reconéilistion, including appropriate explanation of the Computation 6f Net € apnai Under Rule 15¢3-1 andthe
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 respoct to methods-of
consolidation,

3 () An Qathor Affirmation.

O A copy of the SIPC Supplemental Report.

(ny Acveportdescribing any material inadequacies foundfo exist or found to have existed since the date of the previous audit,

** For conditions of eonfidential treatment of certain portions of this filing, see section 2401 Fa-5(e)(3).



Edward Richardson Jr., CPA
15565 Northland DrW Ste 508
Southfield, M1 48075

Independent Auditor's Report
April 4, 2011

Board of Directors
Bluechip Securities, Ine,
5075 Westheimer Suite 707
Houston, TX 77056

I have audited the accompanying balance sheet of Bluechip Securities, Inc. , as of December 31, 2010, and the
related statements of income, retained earnings, changes in stockholder’s equity, and cash flows for the years
then ended, These financial statements are the responsibility of the Company's management. My responsibility is
to express an opinion on these financial statements based on my audit,

I condueted my audit in accordance with auditing standards generally aceepted in the United States of America.
Those standards require that I plan and perform the audit to obtain reasonable assurance about whether the
financial statements gre 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
aceounting principles used and significant estimates made by management, as wiell as evaluating the overall
financial statement presentation. 1'believe that my audit provides a reasonable basis for iy opinion.

In ‘my opinion, the financial statements referred to above present fairly, in all material aspects, the financial
position of Bluechip Securities, Inc. as of December 31,2010, and:the résults of its operations, retained
earnings, changes in stockholders equity, and cash Tlows for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

The accompanying financial statéments have been prepared assuming the Company will concern as a going
congern. As discussed in Note F to the financial statements. the Company has incurred substantial recurring
losses. Theses losses raise substantial doubt about the Company’s ability to continue asa going concern, The
financial statements do not include any adjustments that might result from the outeome of this uncertainty,

My examination was made for the purpose of forming an gpinion on the basic financial statements taken as a
whole. The information contained in the supplemental schedules of computation of net capital, computation of
basic net capital requirement, computation of aggregate indebtedness, exemptive provisions under rule 15¢3-3,
statement of changes in liabilities subordinated to the claims of general creditors, and the reconciliation of the
computation of net capital under rule 15¢3-1, are presented for additional analysis and are not a required part of
the basic financial staternents, but are supplementary information required by rule 17a-3 of 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 my opinion, is fairly stated in all material respécts to the basic financial
statements taken-as a whole.

Further, there were material differenceés in the net amount reported as Net Capitalin the audited Computation of
Net Capital and the broker-dealer's corresponding Unaudited Part TLA of the Focus report required under Rule

1531,
z ﬁf 74

Edward Richardson Jr., CPA



Bluechip Securities, Inc.
BALANCE SHEET
As of December 31, 2010

ASSETS
CURRENT ASSETS ,
Cash in:Bank $ 9.179.81
Total Current Assets 9,179:81
PROPERTY AND EQUIPMENT
TOTAL ASSETS 79.81

The footnotes.are.anmintégeal %ﬁrtoff-z;he.ﬁnancial' statements,




Bluechip Securities, Inc.
BALANCE SHEET
As of December 31, 2010

LIABILITIES AND STOCKHOLDERS' EQUITY

CURRENT LIABILITIES
Accounts Payable $ 13,000.00
Accrued Ligbilitios 89.800.00
Total Current Liabilities 112,800.00
LONG-TERM LIABILITIES
Total Liabilities S AAZBO000
STOCKHOLDERS' EQUITY ‘
Capital Stock; par value, $1 per share, 1,000.00

1,000 share authorized, 1,000 shares
issued and outstanding

Paid in Excess 135,032.00
Retaingd Earnings {239.852.19)
Total Stockholders’ Eauitv mwmmﬁgzﬁw
TOTAL LIABILITIES AND

STOCKHOLDERS' EQUITY S 017981

The footnotes are an integral partof the financial statarments.
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Bluechip Securities, Inc.

STATEMENT OF INCOME
12 Months Ended
December 31, 2010
Revenues
Commissions Eamed $ 1854277
‘Other Income §14.91
Total Revenues e 9,057.68
Opertating Expenses
Emploves compensation and ben 11,842.80
Floor brokerage, exchange, and ¢ 5.386.25
Communications and dala proces 6,184.55
Cocpancy 6,222.82
Other expenses 132,121,858
Total Operating Expenses 181,787.87

Operating Income {Loss) {142,710.19)

Net Income (Loss)

The footnotes are an'integral pzrt of the financial statements.




Bluechip Securities, Inc.
STATEMENT OF RETAINED EARNINGS

12 Months Ended

DPecember 31; 2010
Beginning of Period $ {96:942,00)
Plus: Net Income $ {142,710.19)
Less: Dividends Paid 0,00
RETAINED EARNINGS .
END OF PERIOD Bee{230.66218)

The footnotes are an integral part of the financial statements.




Bluechip Securities, Inc.
STATEMENT OF CASH FLOWS
For the 12 months Ended December 31, 2010

2010

et 2

CASH FLOWS FROM OPERATING ACTIVITIES
Nét income (Loss) 5 (14271049
Adiustmentsto reconsile Net Incoms
(Loss}io net Cash provided by
{used in) operating activittes:
Losses (Gains) on sales of

Fixed Assels 000
Decrease (increage)in

QOperating Assets:

Agoounts Recelvable B0,281.00

Increase (Decrease) in
Operating Liabiliies:

Acgounts Payable (19,313.00)
Acerued Liabilities, _ $58:800.00
Total Adjustments 140,768.00
Net Cash Provided By (Used in) ;
Operating Activities (1.842.19)
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds From Sale of Fixed Assets 0.00
Net Cash Provided By {Used In}
Investing Activities o000
CASH FLOWS FROM FINANCING ACTIVITIES _
Progseds From Saleof Stock 11,000.00
Treasury Stock 0.0
Net Cash Provided By (Used In)
Einancing Activities 14,000.00
NET INCREASE (DECREASE]) IN CASH
AND CASH EQUIVALENTS 9,057.81

CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD 122.00
CASH AND CASH EQUIVALENTS AT END OF PERIOD $ 9.179.81

The footrictes gre-artintegral partof the finandial stataments.
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BLUECHIP SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2010

NOTE A -~ SUMMARY OF ACCOUNTING POLICIES
Accounting principles followed by the Company and.the methods of applying those principles

which materially affect the determination of financial position, results of operation and cash flows
are summarized below:

Organization

Bluechip Securities, Inc. (the Company) was incorporated in the State of Texas effective
November 16, 1998 and subsequently elected *C™ Corporation status for federal income tax
purposes. The Company has adopted a calendar year,

Description of Business

The Company, located in Houston, Texas, is a broker and dealer in securities registered with the
Securities and Exchanges Commission (“SEC”) and is 2 member of FINRA. The Company
operates under SEC Rule 15¢3-3(k)(2)(11), which provides thatall funds and securities belonging
to the Company’s customers-are held by a clearing broker-dealer.

Basis of Aceounting

Thefinancial statements of the Company have been prepared on the accrual basis of accounting
and accordingly reflect all significant receivables, pavables, and othér liabilities.

Cash and Cash Equivalents

The Company considers as cash all short-fermi investments with an original maturity of three
months-or less to be cash equivalents.

Revenue Recognition

Commission revenues are recorded by the Company on the settlement date reported by the
clearing firm through submitted commission statements.

Estimates

The preparation of financial statements in conformity with atcounting principles gerierally
aceepted in the United States of America requires management to make estimates and
assuniptions that affect the reported amounts of assets and labilities and disclosure of contingent
assets gnd Habilities 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,

Seeaccountant’s audit report
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BLUECHIP SECURITIES, INC,
NOTES TO FINANCIAL STATEMENTS
December 31,2010

Income Taxes

Income taxes are provided for the tax effects of transactions reported in the financial statements
and consist of taxes currently-due: The provision for federal income taxes from the expected
amount using statutory rates because certain expenses included-in the determination of net
income are non-deductible for tax reporting purpeses. Deferred taxes also recognized for
operation losses that are available to-offset future taxable income; subject to a valuation
allowance.

Fair Value of Financial Instruments

Financial instrurents that are subject to fair value disclosure requirements are carried in the
financial statements at amount that approximate fair value and include cashand cash equivalents.
Fair values are based on quoted market prices and assumptiofis concerning the amount and timing
of estimated future cash flows and assumed discount rates-veflecting varying degrees of perceived
risk.

Comprehensive Income

Statement of Financial Accounting Standards (SFAS) No. 130, Reporting Comprehensive
Income, establishes requirements for disclosuré of Comprehensive Income that includes certain
items previously not included in the statement of income, including unrealized gains and losses
on available-for-sales securitics and foreign currency translation adjustment among others.
During the year ended December 31, 2009, the Company did not have any components of
Comprehiensive Income{o report.

Concentrations

The Company has revenue concentrations; the company specializing in sales of securities.
NOTE B~ NET CAPITAL REQUIREMENTS

Pursuant to the net capital provisions of Rule 15¢3-3 of the Securities and Exchange Act of 1934,
the Company s required to maintain a minimum net capital, as defined under such provisions,

Net capital and the related net capital ratio may fluctuate on a-daily basis.

The Company, as of December 31, 2010 is under the Net Capi‘ial requirement pursuant to Rule
15¢3-3

NOTE € - POSSESSION OR CONTROL REQUIREMENTS

The Company does not have any possession or-control of customer’s funds or securities. There
were no material inadequacies in the procedures followed in adhering to the exemptive provisions
of SEC Rule 15¢-3-3()(2)(1) by promptly transmitting all customer funds or securities to the
clearing broker who carries the customer accounts

See accountant’saudit report
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BLUECHIP SECURITIES, INC,
NOTES TO FINANCIAL STATEMENTS
December 31, 2010

NOTE D~ RELATED PARTY TRANSACTIONS

The Company and its Parent are under common control and the existence of that control creates
operating results and financial position significantly different than if the companies were
autonomous.

The Company 1s provided office space and general and sdministrative services by the Parent. The
total expenses related to those costs and services for the year was $22,899 .35 and 1s included in
other expenses.

The Compariy is presently under required net capital and cannot engage in a securities business
“to realize any securities revenue™ until a capital contribution is made.

NOTE E - OTHER COMMITMENTS AND CONTINGENCIES

The Company has arbitration proceeding incidental to its securities business. The plaintiff has
been awarded a settlemient of $97,300.00. Management intends o present a rigorous defense.

The Company also reached a settlement with FINRA for $2,500.00.

Included in the Company’s tlearing agreement with its clearing broker-dealer is an
indemnification clause. This clause relates to mstances where the Company’s customers fail to
settle security transactions. In the event this occurs, the Company will indemnify the clearing
broker-dealer to the extent of the neét loss on the unsettled trade. At Decembier 31, 2010,
management of the Company had not been notified by the clearing broker-dealer, nor were they
otherwise aware of any potential losses relating to this indernification.

NOTEF — GOING CONCERN

These financial statements are présented on the basis that-the Company i 4 going concern. Going
concern contemplates the realization of assets and the satisfaction of Liabilities in the normal
course of business over a reasonable pertod-of time. Continued operating losses could directly
impact the Company's regulatory capital. It is management’s intention to control costs and
increase revenue, It is management’s understanding that it will continue to receive capital
infusions as necessary,

NOTE G —FEDERAL INCOME TAX

The Company has a net operating loss carry forward of approximately $112, 920 available to
offset future taxable income and expires as follows:

See accountant’s audit report
19



BLUECHIP SECURITIES, INC,
NOTES TO FINANCIAL STATEMENTS

Deécember 31,2010

Year-Ended

December 31 -

2020 $ 4210
2021 19,282
2022 48,370
2023 32,844
2024 8214

See accowtant’s wudit report
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Supplementary
Piursuant to rule 17a-5 of the
Securities and Exchange Act of 1934

As of and for the Yéar Ended December 31, 2010

See acoountant’s-audit report
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Bluechip Securities, Inc.
Supplemental Schedules Required by Rule 17a-5
As of and for the year ended December 31, 2010

Computation of Net Capital
Total Stockholder’s equity:

Nonallowable assets:

Property and equipment 0.00
Accounts receivable — ather 0.00
Other Charges
Haireuts 0.00
Undue Concentration 0.00

Net allowable capital

Computation of Bagle Net Capital Requirement

Minimim riet capital required as a percentage of aggregate indebtedness
Minimum dollar net capital requirement of reporting broker or dealer
Net capital requirement

Excess netcapim’i
Computation of Ageregate Indebtedness

Total Aggregate Indebtedness
Percentage of aggregate indebtedness 1o net capital

Reconciliation of the Computation of Net Capital Under Rule 15¢3-1

Computation of Net Capital reported on FOCUS 1A as of December 31, 2010
Adjustments: A
Change in Equity (Adjuistments)
Change in Non-Allowable Assets
Change in Haircuts
Change in Undue Concentration
NCC per Audit
Reconeiled Difference

See accountant’s audit report
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$ (103,620.00)

0.00

0.00

$ (103,620.00)

4. 112.800.00

§  (90,766.00)

(12,854.00)
(0.00)

0.00
e A000)
(103.620.00)



Bluechip Securities, Inc,
Supplemental Schedules Requived by Rule 17a-5
As of and for the vear ended December 31, 2010

Exemptive Provisions Rule 15¢3-3

The Company is exempt from Rule 15¢3-3 because all customer transactions are cleared through
another broker-dealer on a fully disclosed basis. As of December 31, 2010 the Clearing
Agreement with First Southwest Company was terminated and the firm does not have an
agreement by which it can operate pursuant to the:exemption.

Statement of Changes in Liabilities Subordinated to the Claims of General Creditors
Balance of such claims at January 1, 2010 $ s
Additions i

Reductions “

Balance of sueh-¢laims at December 31, 2010

See accountant’s audit report
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REPORT ON INTERNAL CONTROL

For the year ended December 31, 2010

See accountant’s audit report
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Edward Richardson, Ir,, CPA
15565 Northland Suite 508 West
Southfield, MI. 48075

April 4, 2011

Board of Directors
Bluechip Securities, Inc.
Suite 707

Houston, TX 77056

In planning and performing my audit of the financial statements and supplemiental schedules of
Bluechip Securities, Inc. for the year ended December 31, 2010, T considered its internal control,
in order to determine my auditing procedures for the purpose of expressing my opinion.on the
financial statements, and not to provide assurance ot internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), Lhave
‘made a study of the practices and procedures followed by the company, including tests of such
practices and procedures that T considered relevant to the objective stated in rule 174-5(g) in
making the periodic computations of aggregate indebtedness and net capital under rule 17a-
3(a)(11) and for determining compliance with the exemptive provisions ofrule 15¢3-3. Because
the Company does not carry securities accounts for customers or perform custodial functions
relating to customer securities, T 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.
2. Recordation of differences required by rule 17a-13.

3. Complying with the requirements for prompt payment for seeurities under Section §of
Federal Reserve Regulation T of the Board of Governiors 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 the preceding paragraphs. In fulfilling this
responsibilify, estimates and judgments by management are required to assess the expeeted
‘benefits and related costs of controls, and of the practices and procedures referred to in the
preceding paragraphs and 1o assess whether those practices and procedures can be expeeted to.
achieve the SEC’s above mentioned objectives. Two of the objectives of internal control and the
practices and procedures are to provide managemient with reasonable, but not absolute assurance,
that assets for which the Company has responsibility are safeguarded against loss from
unauthorized use of 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 accounting principles generally accepted in the United States. Rule
17a-5(g) lists additional objectives of the practices and procedures listed in the preceding
paragraphs.

Because of inhérent limitations in internal control or the practices and procedures referred to

above, errors or fraud may occur and not be-detected. Also, projection or any evaluation of them

See-accountant’s audit report
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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.

My consideration of 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. A material weakness is:a condition in which the design or operation
of the specific internal control components does not reduce to a relatively low level the risk that
errors or fraud in amounts that would be material in relation to the financial statements being
audited may oceur and not be detected within a timely period by employees in the normal course
of performing their assigned functions. However, I noted the following condition that I consider
to be a material weakness-as defined above.

Only orie person s responsible forall accounting and reporting
functions. Accordingly, there is no segregation-of duties. Due 1o
the size of the Company, management does not feel it is cost-
éffective to change this condition.

I understand that practices and procedures that accomplish the objectives referred to in the
preceding paragraphs of this report are considered by the SEC to be adequate for its purposes in
accordance with the Securities and Exchange Act of 1934 and related regulations, and that
practices and procedures that do not accomplish such objectives inall material respects indicate a
matetial inadequacy for such purpases. Based on this understanding and my study, I believe that
the Company’s practices and procedures were adequate at December 31, 2010, to meet the SECs
objectives.

This report is intended solely for the information and use of management, the SEC and the
regulatory agencies that rely on rule 17a-5(g) under the Securities and Exchange Actof 1934 in
their regulation of registered brokers and dealers, and is not intended to be, and should not be,

used by anyonie gther than these specified parties.

Heecod focllvnotiont o CFH

Edward Richardson, Jr, CPA

See accountant's audit report
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