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OATH OR AFFIRMATION
-2-

Don Taylor swear or affirm that to the best of

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

TrustFirst Inc
as

of December 31 20 11
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

ture
3crrF

Title

rYPthç/ My Commission
Expires Oct 42014

This report Jilapplicable boxes
ixi Facing Page.m
ixi Statement of Financial Condition

lxi Statement of Income Loss
lxi Statement of XPK$XUtIX Cash Flows

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

ll Statement of Changes in Liabilities Subordinated to Claims of Creditors

lxi Computation of Net Capital

ixi Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

lxi Information Relating to the Possession or Control Requirements Under Rule 15c3-3

IXI Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 15c3-1 and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

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

consolidation

LXI An Oath or Affirmation

LXI copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date ofthe previous audit

For conditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e3
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31 NORTH CEDAR BLUFF ROAD SUITE 200

KNOXVILLE TENNESSEE 37923

TELEPHONE 665-769-0660

TELECOPIER 865-769-1660

Pugh Company P.C

Certified Public Accountants

Business Advisors

P.O BOX 31409

KNOXVILLE TENNESSEE 37930-1409

TOLL FREE 800-332-7021

100 TENNESSEE AVENUE

OAK RIDGE TENNESSEE 37830

TELEPHONE 865-483-5634

TELECOPIER 865-483-9781

Board of Directors

TrustFirst Inc

Knoxville Tennessee

We have audited the accompanying statement of financial condition of TrustFirst Inc as of December 31 2011 and

the related statements of operations changes in shareholders equity and cash flows for the year then ended that are

filed pursuant to Rule 17a-5 under the Securities Exchange Act of 1934 These financial statements are the

responsibility of the Company 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

TrustFirst Inc as of December 31 2011 and the results of its operations and its 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 financial statements as whole The

supplementary information contained in Schedules II III and IV required by Rule 17a-5 under the Securities

Exchange Act of 1934 is presented for purposes of additional analysis and is not required part of the financial

statements Such information is the responsibility of management and was derived from and relates directly to the

underlying accounting and other records used to prepare the financial statements The information has been

subjected to the auditing procedures applied in the audit of the financial statements and certain additional

procedures including comparing and reconciling such information directly to the underlying accounting and other

records used to prepare the financial statements or to the financial statements themselves and other additional

procedures in accordance with auditing standards generally accepted in the United States of America In our

opinion the information is fairly stated in all material respects in relation to the financial statements as whole

Piornpani PC
Certified Public Accountants

Knoxville Tennessee

February 23 2012

AICPA
P.n posdeMlyCssed Mnnshnr

MCGLADREY ALLIANCE McGladrey
TSCPA

Members of the Tennessee Society

Of Certified Public Aecountmts

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

McGladrey
Alliance is premier

affiliation of independent accounting
and consulting firms McGladrey Alliance member firms maintain their respective names

autonomy and independence and are responsible for their own client fee arrangements delivery of services and maintenance of client relationships
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TRUSTFIRST INC

STATEMENT OF FINANCIAL CONDITION

December 31 2011

ASSETS
CURRENT ASSETS

Cash and Cash Equivalents 102596
Commissions Receivable 25837
Shareholder Receivable 14114
Other Assets 11879
Deferred Tax Benefit 2438

Total Current Assets 156864

PROPERTY AND EQUIPMENT
Furniture Equipment 29778
Leasehold Improvements 9626
Accumulated Depreciation 25558

Total Property and Equipment Net 13846

TOTALASSETS 170710

LIABILITIES AND SHAREHOLDERS EQUITY

CURRENT LIABILITIES

Payable to Clearing Agent 30

Accrued Expenses 15131
Deferred Tax Liability 3982

Total Current Liabilities 19143

SHAREHOLDERS EQUITY

Capital Stock No Par Value 200000 Shares Authorized

100000 Shares Issued 70801 Shares Outstanding 354300
Paid in Capital 161500
Retained Deficit 208896
Treasury Stock 29199 Shares at Cost 155337

Total Shareholders Equity 151567

TOTAL LIABILITIES SHAREHOLDERS EQUITY 170710

The accompanying notes are an integral part of these financial statements
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TRUSTFIRST INC

STATEMENT OF OPERATIONS

For The Year Ended December 31 2011

INCOME
Commission Income 463272
Net Loss on Marketable Securities and Other 2955

Total Income 460317

EXPENSES

Compensation and Benefits 293896

Occupancy and Equipment 60597
Clearing Expense 76450

Brokerage Service Expense 19695
Professional Fees 17868
Office Supplies and Postage 11731
Other Expenses 17261

Total Expenses 497498

INCOME LOSS BEFORE INCOME TAXES 37181

DEFERRED INCOME TAX BENEFIT 500

NET INCOME LOSS 36681

The accompanying notes are an integral part if these financial statements
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TRUSTFIRST INC

STATEMENT OF CHANGES IN SHAREHOLDERS EQUITY

For the Year Ended December 31 2011

Retained Total

Common Paid In Treasury Earnings Shareholder

Stock Capital Stock Deficit Equity

BALANCESJANUARYI2011 354300 155500 111965 172215 225620

Netlncome Loss 36681 36681

Capital Contributions 6000 6000

Purchase of 8153 Shares of

Treasury Stock 43372 43372

BALANCESDECEMBER3I2011 354300 161500 155337 208896 151567

The accompanying notes are an integral part of these financial statements
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TRUSTFIRST INC

STATEMENT OF CASH FLOWS

For The Year Ended December 31 2011

CASH FLOWS FROM OPERATING ACTIVITIES

Net Income Loss 36681

Adjustments to Reconcile Net Income Loss to Net Cash
Used in Operating Activities

Depreciation 4145
Deferred Income Taxes Benefit 500
Decrease in Marketable Securities Owned Net 11810

Increase in Commissions Receivable 3087
Decrease in Shareholder Receivable 6886
Increase in OtherAssets 1850
Decrease in Payable to Clearing Agent 96735
Increase in Accrued Expenses 11495

Total Adjustments 67836

Net Cash Used in Operating Activities 104517

CASH FLOWS FROM INVESTING ACTIVITIES

Net Decrease in Certificate of Deposit 38653

Net Cash Provided by Investing Activities 38653

CASH FLOWS FROM FINANCING ACTIVITIES

Purchase of Treasury Stock 43372
Contributions of Capital 6000

Net Cash Used in Financing Activities 37372

NET DECREASE IN CASH AND CASH EQUIVALENTS 103236

CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 205832

CASH AND CASH EQUIVALENTS AT END OF YEAR 102596

Supplementary Disclosures of Cash Flow Information

Cash Paid During the Year for

Interest 1270
Income Taxes

The accompanying notes are an integral part of these financial statements
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TRUSTFIRST INC

NOTES TO FINANCIAL STATEMENTS

December 31 2011

NOTE NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES

TrustFirst Inc formed in 1995 the Company and located in Knoxville Tennessee is broker-dealer registered with

the Securities and Exchange Commission SEC and is member of the Financial Industry Regulatory Authority Inc

FINRA offering securities in stocks bonds and options to the general public The Company does not hold security

accounts or custodial securities for customers All security transactions are cleared through Pershing subsidiary of

The Bank of New York Mellon Corporation who is member of the New York Stock Exchange NYSE The

Companys revenue from the services it provides may be affected by securities market conditions

This summary of significant accounting policies is presented to assist in understanding the Companys financial

statements The financial statements notes and supplement schedules are representations of the Companys

management who is responsible for their integrity and objectivity These accounting policies conform to accounting

principles generally accepted in the United States of America GAAP Significant accounting policies are

Estimates The preparation of financial statements in accordance with GAAP requires management to make

estimates and assumptions Those estimates and assumptions affect certain reported amounts and disclosures

Estimates affect the reported amounts of revenues and expenses during the period Accordingly actual results could

vary from those estimates

Revenue Recognition Customers security transactions and resulting commissions are recorded on trade date

basis Commissions receivable consists of commissions from unsettled trades at year end Commissions receivable

are stated at the amount of subsequent collections on the settlement date As result management believes

commissions are fully collectible and therefore no allowance for bad debts is required

Cash and Cash Equivalents For purposes of reporting cash flows the Company considers all highly liquid

investments with maturity of three months or less when purchased to be cash equivalents Cash equivalents consist

of demand deposit accounts with banks and investment accounts with Pershing The Company maintains $100000 on

deposit with Pershing which is segregated to meet clearing requirements

Marketable Securities Owned Marketable securities owned which consisted of publicly traded equity securities were

classified according to managements intent as trading securities and reported at fair value with unrealized gains and

losses included in earnings Realized gains or losses on the sales of securities are recognized on specific

identification trade date basis The Company recognized net losses of $23326 on sales of securities in 2011

Marketable securities owned were liquidated in 2011 to comply with changes in its membership agreement See Note

Property and Equipment Property and equipment are stated at cost Depreciation is computed using primarily the

straight-line method and is based on estimated useful lives of five to seven years

Income Taxes Income taxes are provided for the tax effects of the transactions reported in the financial statements

and consist of taxes currently due plus deferred taxes related primarily to the net operating loss carryforwards and the

differences between the tax and financial reporting basis for certain assets The resulting deferred tax assets and

liabilities represent the future tax return consequences of those differences which will either be taxable or deductible

when the assets and liabilities are recovered or settled valuation allowance is also recorded for deferred tax assets

when it is more likely than not that some or all of the deferred tax asset may not be realized

The Company also assesses the likelihood based on their technical merit that tax positions will be sustained upon

examination based on the facts circumstances and information available at the end of each period This measurement

of unrecognized tax benefits is adjusted when new information is available or when an event occurs that requires

change
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NOTE NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES Continued

Evaluation of Subsequent Events Management has evaluated subsequent events through February 23 2012
which is the date the financial statements were available to be issued

NOTE 2- CONCENTRATION OF CREDIT RISK

Financial instruments which subject the Company to concentrations of credit risk consist principally of cash and cash

equivalents The Company periodically has cash deposited in financial institutions in excess of Federal Deposit

Corporation FDIC limits The Company also maintains several accounts insured by SIPC up to $250000 There

were no uninsured bank balances as of December 31 2011

NOTE 3- LEASE COMMITMENTS

The Company entered into lease agreement which commenced May 2010 for new office space expiring

December 31 2014 with monthly base rent of $4984 The Company subleases portion of its office space to

related party Net rental expense under office space leases totaled $55607 in 2011

Future minimum rental payments under noncancellable operating leases with remaining terms in excess of one year as

of December 31 2011 are

2012 59805

2013 59805

2014 59805

179415

NOTE 4- NET CAPITAL REQUIREMENT

The Company as registered broker and dealer in securities is subject to the Uniform Net Capital Rule Rule 5c3-1 of

the Securities and Exchange Commission The Rule requires the maintenance of minimum net capital and prohibits

broker-dealer from engaging in securities transactions when its aggregate indebtedness exceeds fifteen times its net

capital as those terms are defined in the Rule In 2011 the Company had instances where its minimum net capital

requirement of $100000 was violated In December 2011 the Company requested and received approval from FINRA to

change its net capital requirement from $100000 to $5000 Minimum net capital for the Company is $5000 however
the Company cannot distribute income to its shareholder until the capital is at least 120% of the minimum net capital or

$6000 as of December 31 2011 At December 31 2011 the Company had excess net capital of $83871

In addition the State of Tennessee Department of Commerce and Insurance requires registered investment advisors to

maintain $15000 of net capital

NOTE 5- LIABILITIES SUBORDINATED TO CLAIMS OF GENERAL CREDITORS

There were no liabilities subordinated to general creditors at December 31 2011 and there were no changes in

liabilities subordinated to general creditors for the year then ended

NOTE 6- INCOME TAXES

The provision for income taxes differs from the expected amount computed by applying the statutory federal income tax

rate principally due to changes in the assumed rates the effect of state income taxes nondeductible expenses and

changes in the valuation allowance for deferred tax assets



10

NOTE 6-INCOME TAXES Continued

Deferred taxes liabilities have been provided for taxable temporary differences related to accumulated depreciation

Deferred tax assets have been provided for deductible temporary differences related to net operating losses and

charitable contribution carryforwards Deferred taxes consisted of the following components

Deferred Tax Asset- Current 2438

Deferred Tax Liability Current

Net Deferred TaxAsset- Current 2438

Deferred TaxAsset- Long term 43808

Deferred Tax Liability Long Term 3982
Valuation Jlowance 43808
Net Deferred Tax Liability- Long Term 3982

valuation allowance will be provided until it is more likely than not that all deferred tax assets will be realized

Realization of deferred tax assets is dependent upon whether there will be sufficient taxable income in particular future

years The Company will continue to evaluate the need for and the amount of the allowance based on managements
evaluation of current results and events and their expectations for the future The valuation allowance increased

$6483 during 2011

The Company has state and federal net operating loss carryforwards totaling approximately $163000 and $128000
respectively at December 31 2011 These carryforwards are available to offset tax liabilities on future income through

2031 for federal income taxes and 2026 for state income taxes The Company files income tax returns in the U.S

federal and state jurisdictions With few exceptions the Company is no longer subject to examinations by tax

authorities for years before 2008 The Company has not accrued or expensed any amounts for interest or

penalties associated with income taxes for the year ended December 31 2011

NOTE 7- RELATED PARTY TRANSACTIONS

The Company processes certain trades for Trendz Advisors company in which the Companys shareholder owns

majority interest During the year ended December 31 2011 the Company received net commission income of

approximately $3700 from these transactions

The Company owns 5% interest in TrustFirst Partners LLC nonregistered investment company which was formed

in 2010 and owns commercial real estate The Company receives distributions from the LLC associated with its 5%

ownership interest Management fees which totaled $2525 in 2011 were paid as designated by TrustFirst Partners

LLC for overseeing the administration of the LLC TrustFirst Inc does not act as custodian for the LLC

The Companys shareholder also owns 7% interest in DG Properties LLC nonregistered investment company
which was formed in 2011 and owns commercial real estate During the year ended December 31 2011 the Company
received one-time organizational commission of $90000 upon funding of the LLC TrustFirst Inc does not act as

custodian for the LLC

In 2009 the Companys chief executive officer individually purchased outstanding stock in the Company held by two

other parties These purchases resulted in the chief executive officer becoming one hundred percent owner of the

Company The Companys chief executive officer individually and the two parties also agreed to note payable

arrangements which allow for payments of the purchase price for the stock over time These payments are tied to

operating revenues of the Company The Company has not guaranteed the stock purchase agreements or the notes

payable and is not contractually obligated to make payments In 2011 the chief executive officer sold 8153 shares of

stock to the Company to in part fund his payments on the notes
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NOTE 8- CONTINGENCIES

In the normal course of conducting its business the Company may be involved in legal proceedings Currently the

Company is not involved in any proceedings related to litigation claims or assessments against the Company or

management Due to the nature and scope of the Companys business which brings it into regular contact with the

general public variety of businesses and multiple governmental entities which regulate and examine its operations

the Company is inherently subject to the hazards of potential litigation claims and assessments Additionally the

routine examinations performed by the Companys regulators could result in findings and rule violations which have an

adverse effect on the Company Currently management is not aware of any such conditions



SUPPLEMENTARY INFORMATION
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TRUSTFIRST INC

SCHEDULE

COMPUTATION OF NET CAPITAL UNDER RULE 15c3-1 OF
THE SECURITIES AND EXCHANGE COMMISSION

As of December 31 2011

Per Audited

Financial Per Original

Statements Focus Report Differences

Ownership Equity 151567 147970 3597
Less Non Allowable Assets 62696 55990 6706
Less Other Deductions

Net Capital Before Haircuts 88871 91980 3109

Haircut on Securities

Net Capital 88871 91980 3109

Differences are attributable to audit adjustments as follows

Depreciation adjustments 1742
To record accrued wages 1000
To adjust accounts payable 4747
To adjust adnce payments 1359
To record tax prosion 233

3597

See Report of Independent Registered Public Accounting Firm
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TRUSTFIRST INC

SCHEDULE II

COMPUTATION OF AGGREGATE INDEBTEDNESS
AND EXCESS CAPITAL UNDER RULE 15c-3-1 of

THE SECURITIES AND EXCHANGE COMMISSION

As of December 31 2011

Liabilities 19143

Total Aggregate Indebtedness 19143

Ratio of Aggregate Indebtedness to Net Capital 21.54%

Net Capital 88871

Required Net Capital Greater of $5000 or 6-2/3% 5000

Net Capital in Excess of Required Amount 83871

See Report of Independent Registered Public Accounting Firm
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TRUSTFIRST INC

SCHEDULE III

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS UNDER
RULE 15c3-3 AND INFORMATION RELATING TO THE POSSESSION OR CONTROL

REQUIREMENTS UNDER RULE 15c3-3

As of December 31 2011

TrustFirst Inc is exempt from the computation of determination of the reserve requirements under provisions of

Rule 15c3-3 subparagraph k2ii

TrustFirst Inc is exempt from reporting information relating to possession or control requirements under provisions

of Rule 15c3-3 subparagraph k2ii

See Report of Independent Registered Public Accounting Firm
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TRUSTFIRST INC

SCHEDULE IV

MATERIAL INADEQUACIES RULE 17a-5j

As of December 31 2011

Material Inadequacy Corrective Action Taken or Proposed

None Not Applicable

See Report of Independent Registered Public Accounting Firm
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31S NORTH CEDAR BLUFF ROAD SUITE 200
LC

100 TENNESSEE AVENUE

KNOXVILLE TENNESSEE 37923 OAK RIDGE TENNESSEE 37830

TELEPHONE 865-769-0660 TELEPHONE 866-483-5634

TELECOPIER 865-769-1660 TELECOPIER 865-483-9781

Certified Public Accountants

Business Advisors

P0 BOX31409

KNOXVILLE TENNESSEE 37930-1 409

TOLL FREE 800-332-7021

REPORT ON INTERNAL CONTROL REQUIRED BY SEC RULE 17a-5

Board of Directors

TrustFirst Inc

Knoxville Tennessee

In planning and performing our audit of the financial statements of TrustFirst Inc the Company as of and for the

year ended 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 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 Companys internal control Accordingly we do

not express an opinion on the effectiveness of the Company internal control

Also as required by Rule 17a-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

securities 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 7a-3a1 and for determining compliance with the exemptive provisions of Rule 5c3-3

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 17a-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 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 referred to in the preceding paragraph and to assess whether those practices and procedures can be

expected to achieve the SECs previously 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 financial statements in conformity with generally accepted accounting principles Rule 17a-5g lists

additional objectives of the practices and procedures listed in the preceding paragraph

Mnte TSCPA
AICPA MCGLADREY ALLIANCE McG lad rev Members of the Tennessee Society

OlCertifeI Pblic Accountants

McGladrey Alliance is premier affiliation of independent accounting and consulting firms McGladrey Alliance member firms maintain their respective names

autonomy and independence and are responsible for their own client fee arrangements delivery of services and maintenance of client relationships
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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

deficiency in internal control 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 and correct

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 Companys financial statements will not be prevented or

detected and corrected on 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 However we
identified the following deficiency in internal control that we consider to be material weakness as defined above

This condition was considered in determining the nature timing and extent of the procedures performed in our

audit of the financial statements of TrustFirst Inc as of and for the year ended December 31 2011 and this report

does not affect our report thereon dated February 23 2012

2009-1 Segregation of Duties

The Company does not have adequate segregation of duties in the accounting department due to

the limited number of staff During our audit we noted that the accountant has access to all phases

of all transactions and to the general ledger The basic premise is that no one employee should

have access to both physical assets and related accounting records or to all phases of

transaction Since it may not be economically feasible to hire additional staff we recommend more

Chief Executive Officer oversight For example the Chief Executive Officer should receive the

unopened bank statement each month prior to the accountant performing the bank reconciliation

Management should review the months transactions selecting few items for inquiry and

inspection of supporting documentation

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 senior management the

Securities and Exchange Commission and other regulatory agencies that rely on Rule 17a-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

Pu/iCompanj PC
Certified Public Accountants

Knoxville Tennessee

February 23 2012
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INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM REPORT ON APPLYING AGREED UPON
PROCEDURES RELATED TO AN ENTITY SIPC ASSESSMENT RECONCILIATION

In accordance with Rule 17a-5e4 under the Securities Exchange Act of 1934 we have performed the

procedures enumerated below with respect to the accompanying Schedule of Assessment and Payments
Assessment Reconciliation Form SIPC-7 to the Securities Investor Protection Corporation SIPC for the year

ended December 31 2011 which were agreed to by TrustFirst Inc the Company and the Securities and

Exchange Commission Financial Industry Regulatory Authority Inc and SIPC solely to assist you and the other

specified parties in evaluating the Company compliance with the applicable instructions of the General

Assessment Reconciliation Form SIPC-7 The Company management is responsible for the Company

compliance with those requirements This agreed-upon procedures engagement was conducted in accordance

with attestation standards established by the American Institute of Certified Public Accountants The sufficiency of

these procedures is solely the responsibility of those parties specified in this report Consequently we make no

representation regarding the sufficiency of the procedures described below either for the purpose for which this

report has been requested or for any other purpose The procedures we performed and our findings are as follows

Compared the listed assessment payments in Form SIPC-7 with respective cash disbursement records

entries in the check register and detail general ledger noting no differences

Compared the amounts reported on the audited Form X-1 7A-5 for the year ended December 31 2011
as applicable with the amounts reported in Form SIPC-7 for the year ended December 31 2011 noting

no differences

Compared any adjustments reported in Form SIPC-7 with supporting schedules and working papers

noting no differences

Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the related

schedules and working papers supporting the adjustments noting no differences and

Compared the amount of any overpayment applied to the current assessment with the Form SIPC-7 on
which it was originally computed noting no differences

Board of Directors

TrustFirst Inc

Knoxville Tennessee

AICPI6j
t.s peureodyOwrsnd Mumhe

MCGLADREY ALLIANCE McGladrey
TSCPA

Members of the Tennessee Society

Of Certified Imhlic Accountants

McGladrey Alliance isa premier affiliation of independent accounting and consulting firms McGladrey Alliance member firms maintain their respective names

autonomy and independence and are responsible for their own client fee arrangements delivery of services and maintenance of client relationships
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We were not engaged to and did not conduct an examination the objective of which would be the expression of an

opinion on compliance Accordingly we do not express such an opinion Had we performed additional procedures

other matters might have come to our attention that would have been reported to you

This report is intended solely for the information and use of the specified parties listed above and is not intended to

be and should not be used by anyone other than these specified parties

PhContpan PC
Certified Public Accountants

Knoxville Tennessee

February 23 2012
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SIPC7

33-REV 7/10

048509 FINRA DEC

TRUSTFIRST 1717

265 BROOKVIEW CENTRE WAY STE 504

tGtOXVIU..E IN 37919-4066

sIPc-7

33-REV 7/10

Note If any of the information shown on the

mailing label requires correction please e-mail

any corrections to lorm@sipc.org and so

indicate on the form tiled

Name and lelephone number of person to

contact respecting this form

General Assessment item 2e from page

Less payrnenl made with SIPC-6 filed exclude interest

7Th7lI
Date Paid

Less prior overpayment applied

Assessment balance due or overpayment

Interest computed on late payment see instruction for days at 20% per annum

Total assessment balance and interest due or overpayment carried forward

PAID WITH THIS FORM
Check enclosed payable to SIPC

Total must be same as above

I-I Overpayment carried forward

Subsidiaries and predecessors included in this form give name and 1934 Act registration number

The SIPC member submitting this form and the

person by whom It is executed represent thereby

that alt information contained herein is true correct

and complete

AutotlZ8d SignaturecjnDated the day of 1hYUA.VLj 20J
flute

This form and the assessment payment Is due 60 days after the end of the fiscal year RetaIn the Working Copy of this form

for period of not less than years the latest years in an easily accessible place

Dates
____________u-I

Postmarked

LU

Calculations _________
LU

__ Exceptions

Disposition of exceptions

SECURITIES INVESTOR PROTECTION CORPORATiON
P.O Box 92185 Washington D.C 20090-2185

202-371-8300

General Assessment Reconciliation

For the fiscal year ended _____________________ 2O_.._

fRead carefutly the Instructions in your Working Copy before compteUng this Form

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

Name of Member address Designated Examining Authority 1934 Act registration no and month in which fiscal year ends for

purposes of the audit requirement of SEC Rule 17a-5

-724

aI9

1Vi kvtc
me at Coip atton Partrership ou othe

Received Reviewed

Documentation _________ Forward Copy
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DETERMINATION OF SIPC NET OPERATING REVENUES

AND GENERAL ASSESSMENT

Item No

2a Total revenue FOCUS Line 12/Part HA Line Code 4030

2b Additions

Total revenues tram the securities business of subsidiaries except foreign subsidiaries and

predecessors not included above

Net loss from principal transactions in securities in trading accounts

Net loss from principal transactions in commodities in trading accounts

Interest and dividend expense deducted in determining item 2a

Net loss from management of participation in the underwriting or distribution of securities

Expenses other than advertising printing registration fees and legal fees deducted in determining net

profit from management of or partlcpation in underwriting or distribution of securities _________________

Net loss from securities in investment accounts

Total additions

2c Deductions

Revenues from the distribution of shares of registered open end investment company unit

investment trust from the sale of variable annuities from the business of insurance from investment

advisory services rendered to registered investment companies or insurance company separate

accounts and from transactions in security futures products

Revenues from commodity transactions

Total interest and dividend expense FOCUS Line 22/PART IIA Line 13

Code 4075 plus line 2b4 above but not in excess

of total interest and dividend income _______________________________

ii 40% of margin interest earned on customers securities

accounts 40% of FOCUS line Code 3960

Enter the greater of line or ii

Total deductions

2d SIPC Net Operating Revenues

2e General Assessment .0025

Amounts for the fiscal period

beginning.fl 20JJ
and ending 20jj_

Eliminate cents

4Lb3t1

Commissions floor brokerage and clearance paid to other SIPC members in connection with

securities transactions

Reimbursements for postage In connection with proxy solicitation

Net gain from securities in investment accounts

100% of commissions and markups earned from transactions in certificates of deposit and

ii Treasury bills bankers acceptances or commercial paper that mature nine months or less

from issuance date

Direct expenses of printing advertising and legal fees incurred in connection with other revenue

related to the securities business revenue defined by Section 169L of the Act

Other revenue not related either directly or indirectly to the securities business

See Instruction

Ln1 LOLOLD

Deductions In excess of $100000 require documentation

sLo

to page line 2.A



TRUSTFIRST INC

Knoxville Tennessee

FINANCIAL STATEMENTS AND SUPPLEMENTARY
INFORMATION REQUIRED BY THE

SECURITIES AND EXCHANGE COMMISSION

December 31 2011



TRUSTFIRST INC

FINANCIAL STATEMENTS AND SUPPLEMENTARY INFORMATION

REQUIRED BY THE SECURITIES AND EXCHANGE COMMISSION

December 31 2011

TABLE OF CONTENTS

Page

FACING PAGE 1-2

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

STATEMENT OF FINANCIAL CONDITION

STATEMENTOFOPERATIONS

STATEMENT OF CHANGES IN SHAREHOLDERS EQUITY

STATEMENTOFCASH FLOWS

NOTES TO FINANCIAL STATEMENTS 8-11

SCHEDULE COMPUTATION OF NET CAPITAL UNDER RULE

15c3-1 OF THE SECURITIES AND EXCHANGE COMMISSION 12

SCHEDULE II- COMPUTATION OF AGGREGATE INDEBTEDNESS AND EXCESS

CAPITAL UNDER RULE 15c-3-1 OF THE SECURITIES AND EXCHANGE COMMISSION 13

SCHEDULE III COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS UNDER
UNDER RULE 15c3-3 AND INFORMATION RELATING TO THE POSSESSION OR CONTROL
REQUIREMENTS UNDER RULE 15c3-3 14

SCHEDULE IVMATERIAL INADEQUACIESRULE 17a-5j 15

REPORT ON INTERNAL CONTROL REQUIRED BY SEC RULE 17a-5 16-17

INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRMS REPORT ON APPLYING

AGREED-UPON PROCEDURES RELATED TO AN ENTITYS SIPC ASSESSMENT RECONCILIATION 18-19

SCHEDULE OF ASSESSMENT AND PAYMENTS

ASSESSMENT RECONCILIATION FORM SIPC-7 20-21


