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OATH OR AFFIRMATION

MARK HOLMSTEDT swear or affirm that to the best of

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

WESTHOFFI CONE AND HOLMSTEDT CALIFORNIA CORPORATION as

of AUGUST31 2011 are true and correct 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 customer except as follows

Notary Public

This report contains check all applicable boxes

Facing Page

Statement of Financial Condition

Statement of Income Loss
Statement of Changes in Financial Condition

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 5c3-3

El Information Relating to the Possession or Control Requirements Under Rule 5c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule l5c3-1

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

An Oath or Affirmation

copy of the SIPC Supplemental Report SEE SEPARATE REPORT
report describing any material inadequacies found to exist or found to have existed since the date of the previous

audit

Forconditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e3

NO FXCFPTIOPJS

Commission

z6us jesteaebo2
Notary Public California

San Francisco County

MYCcIVVn.Euneslwflc 2012

Forms in Word Version Copyright 2007 www forms/n word cqjii For individual or single-branch use only



TO THE COMMISSIONER OF CORPORATION OF

THE STATE OF CALIFORNIA
VERIFICATION FORM PURSUANT TO

RULES 260.241.2b and 350.535b

Executed Within the State of California

Mark Holmstedt certify under penalty of perjury that have read the foregoing and annexed

fmancial report and supporting schedules and know the contents thereof that the same are true and

correct to my best knowledge and belief and that neither the license nor any partner officer or director

thereof have any proprietary interest in any account classified solely as that of customer

Executed this day of OCYO1 2011

at Walnut Creek California

Treasurer

Westhoff Cone and Holmstedt
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CROPPER
an accountancy corporation

925 476 9930 efax

CERTIFIED PUBLIC ACCOUNTANTS

To the Board of Directors of

Westhoff Cone and l-lolmstedt

Walnut Creek California

We have audited the accompanying statement of financial condition of Westhoff Cone and Holmstedt

as of August 31 2011 and the related statements of operations changes in stockholders equity and cash

flows for the year then ended These financial statements are the responsibility of the Companys

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 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 audit provides

reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the

financial position of Westhoff Cone and Holmstedt as of August 31 2011 and the results of their

operations and cash flows for the year then ended in conformity with accounting principles generally

accepted in the United States of America

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken

as whole The information contained in Schedule 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 of the Securities and Exchange 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 whole

Walnut Creek CA
October 25 201

profession4fZaIfr service

INDEPENDENT AUDITORS REPORT

C7GaeM CrrwZa

CROPPER ACCOUNTANCY CORPORATION

office location

2700 Ygnacio Valley Rd Ste 230

Walnut creek 94598

925 932-3860 tel

mailing addreoo

2977 Ygnaclo Valley Rd PMB 460 WWW cropperaccountancy corn

Walnut creek 94598



WESTHOFF CONE AND HOLMSTEDT

California Corporation

Statement of Financial Condition

August31 2011

ASSETS

ASSETS

Cash and cash equivalents 207474

Deposit with clearing broker-dealer 137675

Remarketing fees receivable 221149

Other receivables 37

Prepaid income taxes 792

Prepaid expenses and deposits 5155

Furniture and equipment net of accumulated depreciation of $5769 12194

TOTAL ASSETS 584476

LIABILITIES AND STOCKHOLDERS EQUITY

LIABILITIES

Accounts payable and accrued liabilities 368891

Deferred income tax liability 2900

Total liabilities 371791

SHAREHOLDERS EQUTTY
Common stock no par value authorized 100000 shares

issued and outstanding 27735 shares 27735

Retained earnings 184950

Total shareholders equity 212685

TOTAL LIABILITIES AND SHAREHOLDERS EQUITY 584476

The accompanying notes are an integral part of these financial statements
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WESTHOFF CONE AN HOLMSTEDT

California Corporation

Statement of Operations

Year Ended August 31 2011

REVENUES

Underwriting 1203678

Remarketing fees 1115613

Commissions 102556

Interest 753

Other 74864

Total revenues 2497464

OPERATING EXPENSES

Compensation and benefits 1671244

Commissions paid to other broker-dealers 486845

Communications 25974

Occupancy 90129

Promotional 114340

Regulatory fees 13275

Professional services and other 46779

Deal expenses 25766

Total operating expenses 2474352

INCOME BEFORE INCOME TAXES 23112

INCOME TAX EXPENSE

Current 8700

Deferred 500

Total income tax expense 9200

NET INCOME 13912

The accompanying notes are an integral part of these fmancial statements
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WESTHOFF CONE AND HOLMSTEDT

California Corporation

Statement of Changes in Stockholders Equity

Year Ended August 31 2011

Common Stock Retained

Shares Amount Earnings Total

BALANCES BEGINNING OF YEAR 27735 27735 171038 198773

NETINCOME 13912 13912

BALANCES END OF YEAR 27735 27735 184950 212685

The accompanying notes are an integral part of these financial statements
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WESTHOFF CONE AND HOLMSTEDT

California Corporation

Statement of Cash Flows

Year Ended August 31 2011

CASH FLOWS FROM OPERATING ACTIVITIES

Net income 13912

Adjustments to reconcile net income to

cash provided by operating activities

Depreciation 2696

Changes in operating accounts

Receivable from broker-dealer 9849
Accounts receivable underwriting 236380

Remarketing fees receivable 15622

Other receivables 61

Accounts payable and accrued liabilities 281181
Income taxes payable 3928
Deferred income tax liability

500

Net cash used in operating activities 25787

CASH FLOWS FROM INVESTING ACTIVITIES

Purchases of furniture and equipment 4518

NET DECREASE IN CASH AND CASH EQUIVALENTS 30305

CASH AND CASH EQUIVALENTS BEGINNThJG OF YEAR 237779

CASH AND CASH EQUIVALENTS END OF YEAR 207474

SUPPLEMENTARY CASH FLOW INFORMATION

Income taxes paid 12628

The accompanying notes are an integral part of these financial statements
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WESTHOFF CONE AND HOLMSTEDT
California Corporation

Notes to Financial Statements

Year Ended August 31 2011

General Information and Summary of Significant Accounting Policies

The Company

Westhoff Cone and Holmstedt the Company was incorporated October 1989 and began

business as broker-dealer in November 1989 The Company is registered as broker and dealer

in securities under the Securities Exchange Act of 1934 It transacts trades in stocks and bonds

through brokers on fully-disclosed basis and is member of Financial Industry Regulatory

Authority FINRA

The Companys primary business is to underwrite municipal securities

Basis ofAccounting

The fmancial statements are prepared on the accrual basis of accounting wherein income is

recognized as earned and expenses are recognized when incurred

Furniture and Equipment

Furniture and equipment are recorded at cost Depreciation is provided over the estimated useful

lives of the assets

Securities Transactions

Transactions are recorded on the accrual basis of accounting i.e trade date basis

Marketable securities are valued at market value and securities not readily marketable are valued

at fair value as determined by management

Income Taxes

The Company provides taxes on those due currently and those deferred to future periods as of the

date of the financial statements 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 The deferred income tax liability of $2900 is due to differences

in the timing of deducting depreciation expense and other prepaid expenses

Use of Estimates

The preparation of fmancial 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 liabilities 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

-6-



WESTHOFF CONE AND HOLMSTEDT
California Corporation

Notes to Financial Statements

Year Ended August 312011

Income Taxes

The following is summary of the income taxes for the year ended August 31 2011

Year Ended

August 31 2011 Combined

Current

State Federal Liability Provision

Netincomebeforetaxes 23112 23112

Adjustments

Depreciation financial statements 2696 2696

Depreciation tax returns 4986 4517
Non-deductible expenses 15300 15300

California tax paid 4400
Taxable income 36122 32191

Tax thereon 3193 4829 8022 8022

Adjust prior year provisions 93 479 386 678

Less declaration payments applied 3200 6000 9200
Accounts payable receivable at year end 100 692 792 8700

In addition deferred tax liability of $2900 has been accrued on differences in the timing of deductions

primarily depreciation

Net Capital Requirements

As registered broker and dealer in securities the Company is subject to the Securities and

Exchange Commission Uniform Net Capital Rule Rule 15c3-l

The Companys ratio of aggregate indebtedness to net capital as defined in the Uniform Net

Capital Rule was 1.89 to at August 31 2011 Aggregate indebtedness and net capital change

from day to day However the ratio is not to exceed 15 to

As of August 31 2011 the Company had net capital as defined of $195336 which is compared to

the minimum requirement of $100000

Exemption from Rule 15c3-3

The Company is exempt from certain provisions of Rule 5c3-3 since it places securities

transactions on fully-disclosed basis with clearing broker-dealers and carries no margin

accounts promptly transmits all customer funds delivers all customer securities and will not

otherwise hold funds or securities of customers

-7-



WESTHOFF CONE AND HOLMSTEDT
California Corporation

Notes to Financial Statements

Year Ended August 31 2011

Lease Commitments

The Company entered in lease agreement to rent its office space for term of five years

commencing November 2008 The following is the remaining commitment of minimumrents by

fiscal year ending in October 2114

Fiscal Year Minimum No of

August 31 Obligation Months

2012 64753 12

2013 66385 12

2014 11110

Concentration of Credit Risk

As of August 31 2011 the Company has $207474 deposited in money market account with

Wells Fargo Bank This amount is not protected by deposit insurance through the Federal Deposit

Insurance Corporation and therefore could result in loss if Wells Fargo Bank could not meet its

deposit obligations

In accordance with Statement of Financial Accounting Standards No 157 by the Financial

Accounting Standards Board FASB fair values of cash investments and deposits are entirely

categorized as level quoted prices in active markets

Pension Plan

In 2002 the Company established defined contribution pension and profit sharing and salary

deferral plan The Company may make discretionary contribution to the plan Eligible

employees of the Company may also elect to participate in salary tax deferral plan For the year

ended August 312011 the Company contributed $53089 to the profit-sharing plan

Subsequent Events

Management has evaluated subsequent events through October 25 2011 the date on which the

financial statements were available to be issued



WESTHOFF CONE AND HOLMSTEDT

California Corporation

Schedule Computation of Net Capital Under Rule 5c3-

of the Securities and Exchange Commission

August 31 2011

Shareholders equity 212685

Non-allowable assets and charges against net capital

Prepaid expenses and deposits 5155

Furniture and equipment 12194

17349

Net capital as defined 195336

Minimum requirement of net capital 100000

Excess of net capital over requirement 95336

Aggregate indebtedness

Total liabilities net of deferred tax liability of $2900 368891

Ratio of aggregate indebtedness to net capital B/A 1.89 to

Reconciliation of computation of net capital from FOCUS Part 11A as submitted by Company

to audited amounts

Aggregate

Net Capital Indebtedness Ratio

Amounts originally submitted by Company 195337 368099 1.88 to

Reclassif prepaid income taxes to asset account 792

Rounding

Net capital as adjusted 195336 368891 1.89 to

9-



CROPPER
an accountancy corporation

off/ce location
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CERTIrIED PUBLIC ACCCUNTANTS

INDEPENDENT AUDITORS REPORT ON INTERNAL CONTROL STRUCTURE
REQUIRED BY SEC RULE 17A-5

To the Board of Directors of

Westhoff Cone and Holmstedt

Walnut Creek California

In planning and performing our audit of the financial statements and supplementary schedule of

Westhoff Cone and J4olmstedt the Company for the year ended August 31 2011 we considered its

internal control structure including procedures for safeguarding securities in order to detennine our

auditing procedures for the purpose of expressing our opinion on the fmancial statements and not to

provide assurance on the internal control structure

Also as required by rule 17a-5gl of the Securities Exchange Commission SEC we have made

study of the practices and procedures followed by the Company including tests of such practices and

procedures that we considered relevant to the objectives stated in rule 17a-5g in making periodic

computations of aggregate indebtedness or aggregate debits and net capital under rule l7a-3a11 and

for determining compliance with the exceptive provisions of rule 15c3-3 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

Making quarterly securities examinations counts verifications and comparisons

Recordation of differences required by rule l7a-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 an internal control

structure 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 internal control structure policies and procedures 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 conmiissions above-mentioned objectives Two of the objectives of an internal

control structure 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 preparation of financial statements in

conformity with accounting principles generally accepted in the United States of America Rule 7a-

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

P1O6SSiOfl1n88p ServiCe



Because of inherent limitations in any internal accounting control procedures or the practices and

procedures referred to above errors or irregularities 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 signflcant deficiency is control deficiency or

combination of control deficiencies that adversely affects the entitys ability to initiate

authorize record process or report fmancial data reliably in accordance with generally accepted

accounting principles such that there is more than remote likelihood that misstatement of the

entitys fmancial 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 fmancial statements

will not be prevented or detected by the entitys internal control

Our consideration of the internal control structure would not necessarily disclose all matters in

the internal control structure that might be material weaknesses under standards established by

the American Institute of Certified Public Accountants Flowever we noted no matters involving

the internal control structure including procedures for safeguarding securities that we consider

to be material weaknesses as defmed above

We understand that practices and procedures that accomplish the objectives 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 objectives in all material respects indicate

material inadequacy for such purposes Based on this understanding and on our study we
believe that the Companys practices and procedures were adequate at August 31 2011 to meet

the commissions objectives

This report is intended solely for the use of management the Securities and Exchange

Commission the Financial Regulatory Authority FINRA and other regulatory agencies which

rely on Rule 17a-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

CROPPER ACCOUNTANCY ORPORATION
October 25 2011

II
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