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OATH OR AFFIRMATION
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Edward Richardson Jr CPA
15565 Northland Dr Ste 508

Southfleld MI 48075

Independent Auditors Repon

April 42011

Board of Directors

Bluechip Securities Inc

5075 Westheimer Suite 707

Houston TX 77056

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 stockholders equity and cash flows for the ycars

then ended 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 itt 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 eutmiding on test basis evidence

supporting the amounts and disclosures in the financial statements An aqdit also includes assessing the

accountihg principles used and igniflcant estimates made by management as well as evaluating the overall

financial statement presentation believe that my audit provides reasonable basis fir thy opinion

ln my opinion the financial statements referred to above present fairly in all material aspects the financial

position of l3lueehip Securities Inc as of December 2010 .andthe results of its operations retained

earnings changes in stockholders equity and cash liow.s for the year then ended in conformity with accounting

principles generally accepted in the United States of Amcrica

The accompanying financial statements have been prepared assuming the company will concern as going

concern As discussed in Note to the financial statements the Company has incurred substantial recurring

losses Theses losses raise substantial doubt about the Companys ability to continue as going concern The

financial statements do not include any adjustments that might result from the outcome of this uncertainty

My examination was made for the purpose of forming an epihion on the basic financial statements taken as

whole The information contained in the supplemental schedules of computation of net capital computation of

basic net capital requiremeflt computation ofaggregate indebtedness exemptive provisiofls under rule l5c3-3

statement of changes in liabilities subordinated to the claims of
general creditors and the reconciliation of the

computation of net capital under rule 5c3 are presented for additional analysis and are not required part of

the basic financial statements but are supplementary informs lion required by rule 7a5 of the Securities and

Exchange Act of 1934 Suchinformation has been subjected to the auditing procedures applied in the audit of the

basic financial statements and in myopinion is fairly stated in all material respects to the basic financial

statements taken as whole

Further there were material differences in the net amount reported as Net Capital in the audited Computation of

Net Capital and the broker-dealers corresponding Unaudited Part IlA of the Focus report required under Rule

CFA

Edward Richardson Jr CPA



Bluechip Securities Inc

BALANCE SHEET
As of December 31 2010

ASSETS

CURRENT ASSETS

Cash In Bank $.17t81

Total Current Assets

PRORRTV AND EQUiPMENT

TOTAL ASSETS

9179.81

Jijni

The footnotes are an integral part of the financial statements



Bluechip Securities Inca

BALANCE SHEET

As of December 31 2010

LIABILITIES AND STOCKHOLDERS EQUITY

CURRENT LIABILITIES

Accounts Payable

Accrued Liabilities

Total Current Liabilities

LONG-TERM LIABIUTIES

13OOODO

9MOQOO

128OOOO

STOCKHQLDERS EQUITY
Capital Stock par value $1 per share

1OOO share authorized 000 shares

Issued and outstandinp

Paid in Excess

Retained Earnings

Total StockhoIders Eouitv

TOTAL LIABILITIES AND
STOCKHOLDERS EQUITY

103 2a19

17P1

Total LiabilitIes 1128OO0O

100000

5O32.00

irc4c

The footnotes are an integral part of the financial statements



Bluechip Securities Inc

STATEMENT OF INCOME

12 Months Ended

December 31 2010

Revenues
Commissions Earned

Other Income

Totat Revenues

Operating Expenses
Employee compensation and ben

Floor bmkerage exchange and
Communications and data proces

Occpancy

Other expenses

Total Operating Expenses

Operating Income Loss

Net Income Loss

1854217

51491

9O5768

11842
53825
61 9455

8222S2

13212195

ICI .7B77

1427iPd

$L fl4211QJ

The footnotes are an intCWal part of the financial statements



Bluechip Securities 1nc

STATEMENT OF RETAINED EARNINGS

12 Months Ended
December 31 2010

eç$nning of Period

Ptus Net income

Less DMdends Paid

RETAtNED EARNINGS
END OF PERIOD

6$42OO

142710.19

000

29i521

The footnotes re an integra part of the fInanci statements



Bluechip Securities inc

STATEMENT OF CASH FLOWS
For the 12 months Ended December 31 2010

2010

CASH FLOWS FROM OPERATINS ACTIVITIES

Net Jncome.Loss 1471O19

Adjustments to reconcile NEd Income

Loss to net Cash provided by

used in operating activities

Losses Gains on sales of

Fixed Assets

Decrease Increase in

Operating Assets

Accounts Rcvaible 6Q281 00

Increase Decrease in

Operating Liabilities

Accounts Payable 1931 3OO

Accrued Liabilities 9gaoooo

Total Adjustffiertts 14O7B8OO

Net Cash Provided By Used ini

Operating Activities 194219

CASH FLOWS FROM INVESTING ACTIVITIES

Proceeds From Sale of Fixed Assets OOQ

Net Cash Provided By Used tn

Investing Activities 000

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds Frm SaIe.of Stod 11 00000

Treasury oÆk 0O0

Net Cash Provided By Used In

Financing ActivIties 11 0O0.00

NET INCREASE DECREASE IN CASH
AND CASH EQUIVALENTS 905781

CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD 122OO

CASH AND CASH EQUIVALENTS AT END OF PERIOD 917981

The footnotes are an integral part dl the finandial statements
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BLUECIIP SECURITIES INC
NOTES TO FINANCIAL STATEMENTS

December 31 2010

NOTE SUMMARY OF ACCOUNTING POLICIES

Accounting principles followed by the Company ndthe methods of applying those principles

which materially affect the determination of financial position resuh of opetation and cash flows

are summarized below

i2ation

Bluechip Securities Inc the Company was incorporated in the State of Texas effective

November 16 1998 and subsequently elected Corporation status for federal income tax

purposes The Company has adopted calendar year

criprionofRusiness

The Company located in Houston Texas is abroker and dealer in securities registered with the

Securities and Exthanges Commission SEC and is member of FINRA The Company

operaths under SEC Rule 5c3-32ii which provides that all funds and securities belonging

to the Companys customers are held by clearing broker-dealer

isotAcctig

The financial statements of the Company have been prepared on the accrual basis ol accounting

and accordingly reflect all significant receivables payÆhles and other liabilities

Cah and CghEuivalents

The Company considers as cash all short-tenn investments with an original maturity rif three

months or less to be cash equivalents

eRecition

commission revenues are recorded by the Company the settlement date reported by the

clearing firmthrough submitted commission statements

The preparation of financial statements in conformity with accounting principles generally

accepted in the United States of America requires management to make estimates and

assumptions that affect the reported amounts of assets and babilities and disclosure of contingent

assets and liabilities at the date of the financial siztements and the reported amounts of revenues

and expenses during the reporting period Actual results could differ from those estimates

See accountantaudi report



BLUECIIIIP SECURITIES INC
NOTES TO FINANCIAL StATEMENTS

December 312010

income Tans

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 expebses included in the determination of Oct

income are non-deductible for tax reporting purposes Deferred taxes also recognized for

operation losses that are available to offset future taxable income subject to valuation

allowance

ial1nsuments

Financial instruments that are subject to fair value disclosure requirements are carried in the

financial statements at.amount that approximate fair value and include cash and cash equivalents

Fair values ate based on quoted market prices and assumptions concerning the amount and tinring

of estimated future cash flows and assumed discount rates reflecting varying degrees of perceived

risk

QinprthcSvc Income

Statemtnt of Financial Accounting Standards SPAS No 130 Reporting Cpmprehensive

Income establishes requirements for disclosure of Comprehensive Income that includes certain

items previously not included in the statement of income including unrealized gains and tosses

on availabie$or-sales securities and foreign currency translation adjustment among others

During the ytar ended DeceMber 31 2009 the Company did not have any components of

Comprehensive Income to report

Concdtrations

The Conipany has revenue concentrations the company specializing in sales of securities

NOTE NET CAPITAL REQUIREMENTS

Pursuant to the net capital provisions of Rule 15e3-3 of the Securities and Exchange Act of 1934

the Company is required to maintain minimum net capital as defined under such provisions

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

The Company as of December 31 2010 is under the Net Capital requirement pursuant to Rule

t5e3-3

NorE POSSESSION OR CONTROL REQUIREMENTS

The Company does not have any possession or control of customers funds or securities There

were no material inadequacies in the procedures followed in adhering to the exeniptive provisions

of SEC Rule 15c-3-3kX2Xii by promptly transmitting all customer funds or securities to the

elearinwbroker who carries the customer accounts

See accountants audit report



BLUECHIP SECURITIES INC
NOTES TO FINANCIAL STATEMENTS

December 31 2010

NOTE 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 is provided office space and general and administrative services by the Parent The

total expenses related to those costs and services fbi the year was $22899.35 and is included in

other expenses

The Company is presently under required net capital and cannot engage ih securities business

to realize any securities revenue until capital contribution is made

NOTE OTltERCOMMfl.MENTS AND CONTINGENCIES

Th Company has arbitration proceeding inciçtentai to its securities business The plaintifihas

been awarded settlement of $97300.00 Management intends to present rigorous defense

The Company also reached settlement with FINRA for $2500.00

included in the Companys clearing agreement with its elearint broker-dealer is an

indnmification clause This clause relates to instances where the Companys customers fail to

settle security transactions in the event this occurs the Company will indemnify the clearing

btoker-dealer to the extent of the net loss on the unsettled trade At December 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 indemnification

NOFE GOING CONCERN

These financial statements are presented on the basis that the Company is going concern Going

concern contemplates the realization of assets and the satisfaction of liabilities in the normal

course of business over reasonable period of time Continued operating losses could directly

impact the Companys regulatory capital It is managements intention to control costs and

increase revenue It is managóments understanding that it will continue to receive capital

infusions as necessary

NOTE FEDERAL INCOME TAX

The Company has net operating loss carry forward of approximately $112 920 available to

offset future taxable income and expires as follows

See accountants audit report

it



BLUECRIP SECURITIES INC
NOTE TO FNANGIAL STATEMENTS

December 31 2010

December31

2020 4210

2021 19282

2023 4837O

2023 32844

2024

1i293.Q

See accountants audit report
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Sn ppICWCUlIry

Pursuant to rule 17a5 of the

Securities and Exchange Act 01 1934

As of and for the Year Ended December 31 2010

See accountant audit cpon
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Bluechip Securities Inc

Supplemental Schedules Required by Rule 7a-5

As of and for the year ended December 312010

Cumpjflaflon of Net Canital

Total Stockholders equity i03620M0

Nonaliowable assets

Property and equipment 0.00

Accounts receivable other __0.Q.Q 0.00

Other Charges

Haircuts 0.00

Undue Concentration 0.00 0.00

Net allowable capital 103620.00

Computation of Basic Net Capital Requirement

Minimum net capital required as percentage of aggregate indebtedness

Minimum dollar net capital requirement of reporting broker or dealer $1 QQQQQ

Net capital requirement .9QQ0

Excess net capital .01-1 L4

Computation of Mgregate indebtedness

Total Aggregate Indebtedness S. LB 00 OP

Percentage of aggregate indebtedness to net capital .. Q9OQTh

Reconciliation of the omnutation of et Capital Under Rule 15c34

Computation of Net Capital reported on FOCUS hA as of December 31 2010 90786.00

Adjustments

Change in Equity Adjustments 12854.00

Change in Non-Allowable Assets 0.00

Change in laircuts 000

Change in Undue Concentration ____

NCC per Audit

Reconciled Difference WPQ

See accountants nudit report

14



Bluechip Senrities Inc

Supplemental Schedules Required by Rule l7a5

As of and br th year ended December 31 2010

Exemptive Lrovkions Rule 15c3-3

The Company is exempt from Rule 1533 because all customer transactiQns are cleared through

another brok.erdea1cr on fully disclosed basis As of December 31 2010 theClearing

Agreement with First Southwest Company was terminated and the firmdoes 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 2010

Additions

Reductions

Balance of such claims at December 31 2010

See accountants audit report
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RENIfl ON INTERNAL CONTROL

For the sear ended Deceruhet 31 2010

See accountant audit rLport
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Edward Richardson Jr CPA
15565 Northland Suite 508 West

Southfield Ml 48075

AprU42O1i

Board of Directors

Bluechip Securities Inc

5075 Westheimer

Suite 707

Houston TX 77056

In planning and perftwming my audit of the financial statements and supplemental schedules of

l3luechip Securities joe for the year ended December 31 2010 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 ptovide assurance on internal control

Also as required by rule 7a-5gl of the Securities and Exchange Commission SEC have

made study of the practices and procedures followed by the company including tests oisuch

practices and procedures that considered relevmt to the objective
stated in rule l7a5g in

making the periodic computations of agegate indebtedness and net capital under rule 7a

3a II and for determining compliance with the exemptive provisions of rule i.5c33 Because

the Company does not carry securitie accounts for customers or perform custodial funetios

relating to customer securities did not nview the practices and procedures followed by the

Company in any of the foliowIngt

Making quarterly securities examinations counts verifications and comparisons

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 Systent

The management of the Company is responsib1 for establishing and maintaining internal control

and the practices and procedures referred to the preceding paragraphs 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 paragraphs 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 of disposition and that transactions are executed in accordance with

managements authorization and recorded properly to permit the preparation of financial

statements in accordance with accounting principles generally accepted in the United States Rule

i7a5g lists additional objectives oIthe practices and procedures listed the preceding

paragraphs

Because of inherent limitations fl 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 accountants audit report

17



to future periods is subjectio the risk that they may become inadequate because of changes in

conditions or that the effectiveness of their design and operation nmy deteriorate

My considefation 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 material weakness i.s cottdition in which the design or operation

of the specific intdrnal control components does not reduce to relatively low level the risk that

errors or fraud in amounts that would be material in relation to the financial statements being

audited may occur ahd not be detected within .a timelyperiod by employees in the normal course

of performing their assigned IImctions However noted the following condition that consider

to be material weakness as defined above

Only one person is responsible for all accounting and reporting

functions Accordingly there is no segregation of duties Due to

the size of the Company management does not feel it is cost

effective to change this condition

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 reguietions 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 my study believe that

the Companys 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 qn rule l7a-5g under the Securities and 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

c_A
Edward Richardson Jt CPA

See accounuints audit report


