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Independent Auditors Report

Board of Directors

Wheelhouse Securities Corporation and Subsidiazy

St Louis Missouri

We have audited the accompanying consolidated statement of financial condition of Wheelhouse Securities

Corporation and Subsidiaiy the Company as of December 31 2011 that you are filing pursuant to Rule lla-5

under the Securities Exchange Act of 1934 This consolidated statement of financial condition is the responsibility

of the Companys management Our responsibility is to express an opinion on this consolidated statement of

financial condition 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 peiform the audit to obtain reasonable assurance about whether the

consolidated statement of financial condition is free of material misstatement An audit includes consideration of

internal control over financial reporting as basis for designing audit procedures that are appropriate in the

circumstances but not for the purpose of expressing an opinion on the effectiveness of the Companys internal

control over financial reporting Accordingly we express no such opinion An audit also includes examining on

test basis evidence supporting the amounts and disclosures in the consolidated statement of financial condition

assessing the accounting principles used and significant estimates made by management as well as evaluating the

overall consolidated statement of financial condition presentation We believe that our audit provides reasonable

basis for our opinion

In our opinion the consolidated statement of financial condition referred to above presents fairly in all material

respects the financial position of Wheelhouse Securities Corporation and Subsidiary as of December 31 2011 in

conformity with accounting principles generally accepted in the United States of America

AAAM4 Uat
St Louis Missouri

February 212012

MEMBER AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS AND AN INDEPENDENT FIRM

ASSOCIATED WITH THE NORTH AMERICAN REGION OP MOORE SIEPHENS INTERNATIONAL UMITED

KNOWN INTERNATIONALLY AS MOORE STEPHENS BROWN SMITH WALLACE LLC



WHEELHOUSE SECURITIES CORPORATION

Consolidated Statement of Financial Condition

December 31 2011

ASSETS

Cash and cash equivalents 311925

Deposit with clearing organization 25000

Receivables from clearing organization 5351

Securities owned

Marketable at fair value 20500

Property and equipment net of accumulated depreciation

and amortization of $13544 18356

Prepaid expenses and other assets 20514

TOTAL ASSETS 401646

LIABILITIES AND STOCKHOLDERS EQUITY

Liabilities

Capital lease obligation 1745

Accounts payable accrued expenses and other liabilities 8638

Accrued salary and commissions 99097

Dividends payable 2033

Income taxes payable 32390

Deferred income taxes 11000

Total Liabilities 154903

Stockholders Equity

Preferred stock $0.01 par value authorized 500000

shares 70000 shares issued and outstanding 700

Common stock $0.01 par value authorized 2500000

shares 70000 shares issued and outstanding 700

Additional paid-in capital 138600

Retained earnings 106743

Total Stockholders Equity 246743

TOTAL LIABILITIES AND STOCKHOLDERS
EQUITY 401646

The accompanying notes are an integral part
of this consoldidated statement of financial conditi
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WHEELHOUSE SECURITIES CORPORATION AND SUBSIDIARY

Notes to Consolidated Statement of Financial Condition

December 31 2011

Note Summary of Organization Operations and Significant Accounting and Reporting

Policies

summary of the Companys organization operations and significant accounting

policies consistently applied in the preparation of the accompanying consolidated

statement offinancial condition follows

Oraanization

Wheelhouse Securities Corporation Missouri Corporation commenced operations in

July 2009 The Companys wholly-owned subsidiary Chrysalis Investment Management

LLC Missouri limited liability company commenced operations in April 2008

Wheelhouse Securities Corporation and Subsidiary the Company is wholly-owned

subsidiary of Wheelhouse Securities Holdings LLC the Holding Company

Nature of Onerations

Wheelhouse Securities Corporation Wheelhouse is registered broker-dealer with the

Securities and Exchange Commission SEC and is member of the Financial Industry

Regulatory Authority FINRA Wheelhouse primarily operates as an introducing broker-

dealer clearing all customer transactions on fully disclosed basis with Pershing LLC

Pershing Wheelhouse does not hold cash or securities for its customers

Chrysalis Investment Management LLC Chrysalis wholly-owned subsidiary of

Wheelhouse is registered investment advisor structured primarily to provide investment

and money management advice to high net worth individuals Chrysalis does not hold

cash or securities for its customers

PrinciDles of Consolidation

The accompanying consolidated statement of financial condition includes the accounts of

Wheelhouse Securities Corporation and its wholly-owned subsidiary Chrysalis

Investment Management LLC All significant intercompany balances and transactions

have been eliminated in consolidation

Use of Estimates in Consolidated Statement of Financial Condition Prenaration

The preparation of the consolidated statement of financial condition 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

consolidated statement of financial condition and the reported amounts of revenues and

expenses during the reporting period Actual results could differ from those estimates
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WHEELHOUSE SECURITIES CORPORATION AND SUBSIDIARY

Notes to Consolidated Statement of Financial Condition Conlinued

December 312011

Note Summary of Organization Operations and Significant Accounting and Reporting

Policies Continued

Cash and Cash Equivalents

For purposes of reporting cash flows the Company considers all highly liquid debt

instruments purchased with maturity of three months or less to be cash equivalents

The Companys cash and cash equivalents are on deposit with major domestic

financial institution At times bank deposits may be in excess of federally insured

limits

Securities Owned and Securities Sold Not Yet Purchased

Securities owned consist of stocks bonds and other investments The Company
classifies its investments as trading securities Securities are bought and held

principally as inventory for the purpose of sales in the near term

Securities owned are valued at fair value as determined by management see Note

The resulting differences between cost and estimated fair value are reflected in current

period earnings Fair values are generally based on prices from independent sources

such as listed market prices or broker or dealer price quotations

Property and E4iuipment

Property and equipment are carried at cost less accumulated depreciation Expenditures

for maintenance repairs and minor renewals are charged to operations as incurred

expenditures for betterments and major renewals are charged to the property and

equipment accounts

Depreciation of equipment is computed using the straight-line methods over the estimated

useful lives of the assets

When assets are retired or otherwise disposed of the costs and related accumulated

depreciation is removed from the accounts gains or losses resulting therefrom are

included in the consolidated statement of operations

Fair Value of Financial Instruments

Management estimates that the aggregate net fair market value of fmancial instruments

recognized in the consolidated statement of financial condition approximates their

carrying value see also Note
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WHEELHOUSE SECURITIES CORPORATION AND SUBSIDIARY

Notes to Consolidated Statement of Financial Condition Continued

December 31 2011

Note Summary of Organization Operations and Significant Accounting and Reporting

Policies Continued

Income Taxes

Current income taxes are based on the taxable income for the year as measured by the

current years tax returns Deferred income taxes arise primarily due to differences

between the basis of property and equipment and an accrual to cash basis conversion

Deferred tax assets represent the future tax benefits of those differences which will be

taxable when the assets are recovered Deferred tax liabilities represent the future tax

consequences of those differences which will be payable when the assets are recovered

The Company has addressed the provisions of ASC 740-10 Accounting for Income

Taxes In that regard the Company has evaluated its tax positions expiring statutes of

limitations audits proposed settlements changes in tax law and new authoritative

rulings and believes that no provision for income taxes is necessary at this time to cover

any uncertain tax positions Tax years that remain subject to examination by major tax

jurisdictions are 2009 2011

Subseaueut Events

The Company evaluated all subsequent events through February 21 2012 the date the

consolidated statement of financial condition were available to be issued

Note Clearing Broker-Dealer Deposits

The Company is contractually obligated to maintain deposit account at Pershing As

designated by the terms of the agreement the deposit account shall at all times contain

cash qualified securities or combination of both having market value of at least

$25000 This amount is included in deposit with clearing organization in the

accompanying consolidated statement of financial condition

Note Fair Value Measurement of Assets and Liabilities

ASC 820 Fafr Value Measurements and Disclosures defmes fair value establishes

framework for measuring fair value and establishes fair value hierarchy which

prioritizes the inputs to valuation techniques Fair value is the price that would be received

to sell an asset or paid to transfer liability in an orderly transaction between market

participants at the measurement date fair value measurement assumes that the

transaction to sell the asset or transfer the liability occurs in the principal market for the

asset or liability or in the absence of principal market the most advantageous market

Valuation techniques that are consistent with the market income or cost approach as

specified by ASC 820 are used to measure fair value
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WHEELHOUSE SECURITIES CORPORATION AND SUBSIDIARY

Notes to Consolidated Statement of Financial Condition Continued

December31 2011

Note Fair Value Measurement of Assets and Liabilities Continued

The fair value hierarchy prioritizes the inputs to valuation techniques used to measure fair

value into three broad levels

Level Valuation is based on quoted prices in active markets for identical

instruments in active markets

Level Valuation is based on quoted prices for similar instruments in active

markets quoted prices for identical or similar instruments in markets that are not

active and model-derived valuations whose inputs are observable or whose

significant value drivers are observable

Level Valuation is generated from model-based techniques that use at least one

significant assumption not observable in the market These unobservable

assumptions reflect estimates of assumptions that market participants would use in

pricing the asset or liability Valuation techniques include use of option pricing

models discounted cash flow models and similar techniques

The following table presents the Companys fair value hierarchy for those assets and

liabilities measured at fair value on recurring basis as of December 31 2011

Quoted Prices

In Active

Markets for

Identical

Assets/Liabilities

Fair Value Level

December31 2011

Assets

Trading securities

Stocks and warrants 20400 20400

State and municipal obligations 100 L00

Total Assets 20.500 20.500

Note Capital Lease Obligations

The Company has entered into capital lease for office equipment The asset and liability

under the capitalized lease are recorded at the present value of the minimum lease

payments The effective interest rate on the capital lease is 8.5 7% The asset acquired

under the capitalized lease is being depreciated over its estimated useful life
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WHEELHOUSE SECURITIES CORPORATION AND SUBSIDIARY

Notes to ConsolIdated Statement of Financial Condition Continued

December 31.2011

Note Capital Lease Obligations Consolidated

The following is summary of property held under the capital lease

Office equipment 12949

Less accumulated depreciation 7.122

5.827

Future minimum lease payments under the capital lease at December 31 2011 is as

follows

Year ending

December 31

2012 1774

Less amount representing interest 29

Present value of minimum lease payments 1.745

Note Operating Leases

The Company leases office space and certain equipment on month-to-month basis

Note Net Capital Requirements

The Company is subject to the Securities and Exchange Commissions SECs
Uniform Net Capital Rule SEC Rule 15c3-1 of the Securities Exchange Act of 1934

which requires maintenance of minimum Net CapitaL Under the Rule the Company is

required to maintain minimumNet Capital as defined equal to the greater of $100000 or

2/3% of aggregate indebtedness and the ratio of aggregate indebtedness to net capital

cannot exceed l5to

At December 31 2011 the Company had Net Capital of $190811 which was $90811

in excess of its required net capital
of $100000 The Companys aggregate

indebtedness to Net Capital ratio was .754 to

The Company is exempt from the provisions of SEC Rule 15c3-3 under the Securities

Exchange Act of 1934 in that the Companys activities are limited to those set forth in

the conditions for exemption appearing in paragraph ii of the Rule As an

introducing broker the Company clears customer transactions on fully disclosed basis

with Pershing
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WHEELHOUSE SECURITIES CORPORATION AND SUBSIDIARY

Notes to Consolidated Statement of Financial Condition Conlinued

December 31 2011

Note Equity

During the current year it was discovered that the Company was improperly accounting

for prepaid expenses As result of this determination the Company applied the

accounting principles as defined by FASB ASC 250 Accounting Changes and Error

Corrections which provides that these changes be reflected by retrospective application

unless impracticable

Upon implementing this correction and accounting for the activities associated prepaid

expenses have been increased by $14507 in the accompanying consolidated statement of

financial condition In applying the correction retrospectively as dictated by FASB ASC

250 the December 31 2010 retained earnings has been increased by $12436 This

represents prior period adjustment for expenses improperly recognized during the prior

year that should have been recognized during the year ended December 312011

Issued and outstanding shares of preferred stock bear dividends payable annually on

March of the first four
years

that such preferred stock remains outstanding at the rate of

4% After the fourth year dividends are payable at the rate of 9% each year thereafter that

such preferred stock remains outstanding The Board of Directors may defer the payment
of the dividend for as long as deemed necessary The terms of the preferred stock

provide for cumulative dividends on that stock Any deferred or outstanding dividends

will be paid to the preferred shareholders prior to any dividends declared and/or payable to

common stock shareholders At December 31 2011 all outstanding preferred stock was

held by Member of the Holding Company

Pursuant to redemption agreement dated May 2011 50000 shares of preferred stock

were redeemed for $50000 and the then outstanding accrued dividends on the associated

shares were considered paid

Pursuant to redemption agreement dated June 13 2011 50000 shares of preferred stock

were redeemed for $50000 and the then outstanding accrued dividends on the associated

shares were considered paid The parties agreed that the remaining preferred stock will be

redeemed in 2012 subject to the Companys capability and the provision of SEC Rule

15c3-1

Note Income Taxes

Deferred income tax assets and liabilities result from future tax benefits and obligations

related to the difference between the tax basis of assets and liabilities and the amounts

reported in the consolidated statement of fmancial condition The Company classifies their

deferred tax assets and liabilities between current and non-current based on the particular

difference from which they arise The deferred tax liabilities at December 31 2011 are

comprised of the following
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WHEELHOUSE SECURITIES CORPORATION AND SUBSIDIARY

Notes to Consolidated Statement of Financial Condition Conlinued

December31 2011

Note Income Taxes Continued

Current deferred tax liability

Accrual to cash basis conversion 6100

Noncurrent deferred tax liability

Depreciation 4.900

11.000

Note Financial Instruments with Off-Balance Sheet Risk

The Companys customers accounts are carried by the carrying broker-dealer Execution

and clearing services are also performed by the carrying broker-dealer The agreement

between the Company and the carrying broker-dealer stipulates that all losses resulting

from the Companys customers inability to fulfill their contractual obligations are the

responsibility of the Company As designated by the terms of the arrangement the

Company carries deposit with the broker-dealer in the amount of $25000 see Note

Note Employee Benefit Plan

The Company has 401k profit sharing plan for the benefit of its employees Employees

may begin elective deferrals after six months of service and are eligible for matching

contributions after 1000 hours of service The Companys matching contribution is 3% of

employees compensation The Companys profit sharing contribution to the plan as

determined by the Members of the Holding Company is discretionary but cannot exceed

certain maximum defined limitations

Note Related Party Transactions

The Company had the following related party transactions during 2011 Related parties

are defined as stockholders who own greater than 5% of the Holding Companys
common stock

Commissions and salaries payable to related parties at December 31 2011 is $52309

and has been included in the accompanying consolidated statement of financial

condition

Note Supplemental Cash Flow Information

Cash paid during year for

Interest 758

Income taxes paid 3.407
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SUPPLEMENTAL REPORT ON INTERNAL CONTROL REQUIRED

BY SEC RULE 7A-5 FOR BROKER-DEALER CLAIMING

EXEMPTION FROM SEC RULE 15c3-3

Board of Directors

Wheelhouse Securities Corporation and Subsidiary

St Louis Missouri

In planning and performing our audit of the consolidated statement of financial condition of Wheelhouse

Securities Corporation and Subsidiary the Company as of December 31 2011 in accordance with

auditing standards generally accepted in the United States of America we considered the Companys

internal control over financial reporting internal control as basis fur designing our auditing

procedures for the purpose of expressing our opinion on the consolidated statement of financial condition

but not for the purpose of expressing an opinion on the effectiveness of the Companys internal control

Accordingly we do not express an opinion on the effectiveness of the Companys internal control

Also as required by Rule la-5g1 of the Securities and Exchange Commission SEC we have

made study of the practices and procedures followed by the Company including consideration of control

activities for safeguarding assets This study included tests of such practices and procedures that we

considered relevant to the objectives stated in Rule 7a-5g in making the periodic computations of

aggregate indebtedness or aggregate debits and net capital under Rule 17a-3aXl and for determining

compliance with the exemptive 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 and recordation of

differences required by Rule 7a-1

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

Management of the Company is responsible for establishing and maintaining internal control 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 refrued to in the preceding paragraph 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 or disposition and that transactions are executed in

accordance with managements authorization and recorded properly to permit the preparation of the

consolidated statement of financial condition in conformity with U.S generally accepted accounting

principles Rule 7a-5g lists additional objectives of the practices and procedures listed in the preceding

paragraph

MEMBER AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS AND AN INDEPENDENT FIRM

ASSOCIATED WITH THE NORTH AMERICAN REGION OF MOORE STEPHENS INTERNATIONAL LIMITED

KNOWN INTERNATIONALLY AS MOORE STEPHENS BROWN SMITH WALLACE LLC



Because of inherent limitations in internal control and the practices and procedures
referred to above

errors 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

efictiveness of their design and operation may deteriorate

deficiency in internal control exists when the design or operation of control does not allow

management or employees in the normal course of perfirming their assigned functions to prevent or

detect misstatements on timely basis significant deficiency is deficiency or combination of

deficiencies in internal control that is less severe than material weakness yet important enough to merit

attention by those charged with governance

material weakness is deficiency or combination of deficiencies in internal control such that there is

reasonable possibility that material misstatement of the entitys consolidated statement of financial

condition will not be prevented or detected and corrected on timely basis

Our consideration of the Companys internal control was for the limited purpose described in the first and

second paragraphs and would not necessarily identi1 all deficiencies in internal control that might be

material weaknesses We did not identif any deficiencies in the Companys internal control and control

activities for safeguarding securities that we consider to be material weakness 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 material inadequacy for such purposes

Based on this understanding and on our study we believe that the Companys practices and procedures

as described in the second paragraph of this report were adequate at December 31 2011 to meet the

SECs objectives

This report is intended solely for the information and use of the Board of Directors management the

SEC the Financial Industry Regulatory Authority and other regulatory agencies that rely on Rule ha
5g 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

4W1c tJ IA

St Louis Missouri

February 21 2012


