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OATH OR AFFIRMATION

Andrea Vadas Evancho
swear or affirm that to the best of

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

E.E Powell Company 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

Notaulal Seal

Kelly Banlchar Notary Public

Seven Fields Boro Butler County

Commission Expires uly 24 2014

..r Pennsylvania Assodatlon of Notaries

This report contains check all applicable boxes
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Independent Auditors Report

Stockholders

Powell Company Inc

We have audited the accompanying statement of financial condition of Powell Company Inc

the Company as of December 31 2011 and the related statements of operations retained deficit

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 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 Powell Company 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 as listed in the accompanying table of contents required by Rule 7a-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

Pittsburgh Pennsylvania

February 22 2012



E.E Powell Company Inc

Statement of Financial Condition

December 31 2011

Assets

Cash 78847

Deposit With Clearing Organization 50000

Receivable From Clearing Organization Net 233534

Prepaid Expenses and Other Assets 13495

Furniture and Equipment Net of Accumulated

Depreciation of $21537 8180

Total Assets 384056

Liabilities and Stockholders Equity

Liabilities

Accrued Payroll and Related Liabilities 43741

Accrued Rent 6950

Total Liabilities 50691

Stockholders Equity

Common stock no par value 100000 shares

authorized 32191 shares issued and outstanding 321913

Paid in Capital 31969

Retained Deficit 20517

Total Stockholders Equity 333365

Total Liabilities and Stockholders Equity 384056

See notes to financial statements



E.E Powell Company Inc

Statement of Operations

Year Ended December 31 2011

Revenues

Commissions and Fees

Net Trading Gains

Mutual Funds Direct Sales

Interest and Dividends

766090

329453

96991

1543

Total Revenues 1194077

Expenses

Employee Compensation and Benefits

Other Operating

Occupancy
Commissions and Clearance Fees

Communications and Data Processing

Quotation Services

Interest

Total Expenses 1197456

Loss Before Income Taxes 3379

Income Taxes

Net Loss 3379

See notes to financial statements

965018

71419

68854

61880

15024

14542

721



E.E Powell Company Inc

Statement of Retained Deficit

Year Ended December 31 2011

Retained Deficit Beginning Of Year 17138

Net Loss 3379

Retained Deficit End Of Year 20517

See notes to financial statements



E.E Powell Company Inc

Statement of Cash Flows

Year Ended December 31 2011

Cash Flows From Operating Activities

Net Loss 3379
Adjustments to Reconcile Net Loss to Net Cash

Provided By Operating Activities

Depreciation 2332

Changes in assets and liabilities

Receivable From Clearing Organization 12433

Prepaid Expenses and Other Assets 2124
Accrued Payroll and Related Liabilities 3521
Accrued Rent 6950

Net Cash Provided By Operating Activities 12691

Cash Flows Used In Investing Activities

Purchase of Furniture and Equipment 2035

Increase In Cash 10656

Cash Beginning Of Year 68191

Cash End OfYear 78847

Supplemental Disclosure Of Cash Flow Information

Interest Paid 721

See notes to financial statements



E.E Powell Company Inc

Notes To Financial Statements

December 31 2011

Nature of Operations and Summary of Significant Accounting Policies

Nature of Operations

Powell Company Inc the Company is broker-dealer in Pittsburgh Pennsylvania

registered with the Securities and Exchange Commission SEC and is member of various

exchanges and the Financial Industry Regulatory Authority

On April 1994 the Company went fully disclosed thereby becoming an introducing broker By

doing such the Company can accept customer orders but elects to clear through another broker

In this arrangement the Company accepts the customers orders and the clearing brokers clear

the trades Either party may initiate the execution of trade The clearing broker processes and

settles the customer transactions for the Company and maintains customer records The

Company no longer carries security accounts for customers or performs custodial functions

relating to customer securities

The Company evaluated subsequent events for recognition or disclosure through February 22
2012 the date the financial statements were available to be issued

Revenues

Accounting principles generally accepted in the United States of America require that customers

and proprietary securities transactions and the related commission income and expense be

recorded on trade date basis

Amounts receivable and payable for securities transactions that have not reached their

contractual settlement date are recorded net on the statement of financial condition Throughout

the year interest is earned on the amounts receivable and charged on amounts payable

Deposit With Clearing Organization

The Company is required to maintain special reserve account under the requirements of the

Securities and Exchange Commission SEC Rule 5c3-3 Reserve Requirements for Margin

Related to Security Futures Projects that is not available for operations Accordingly this

reserve account consisting of cash is not included in cash in the statement of financial position

Receivable From Clearing Organization Net

Receivable from clearing organization represents unsecured deposits held by the Companys

clearing broker Receivables from clearing organizations are considered fully collectible by

management and accordingly no allowance for doubtful accounts is considered necessary

Furniture and Equipment

Furniture and equipment are recorded at cost Depreciation is computed using the straight-line

method over the estimated useful lives of the depreciable assets Depreciation expense was

$2332 in 2011



E.E Powell Company Inc

Notes To Financial Statements

December 31 2011

Impairment of Furniture and Equipment

Furniture and equipment are evaluated for impairment whenever events or changes in

circumstances indicate the carrying value of an asset may not be recoverable from the estimated

future cash flows expected to result from its use and eventual disposition If expected cash flows

are less than the carrying value an impairment loss is recognized equal to an amount by which

the carrying value exceeds the fair value of the assets

Employee Compensation and Benefits

The Companys current operating policy is to pay reasonable compensation to its stockholders

and employees to the extent of available income

Income Taxes

The Company recognizes deferred tax assets and liabilities for the differences between the

financial statement carrying amounts and the tax basis of assets and liabilities using enacted tax

rates in effect in the years in which the differences are expected to reverse Valuation

allowances are established when necessary to reduce deferred tax assets to the amount

expected to be realized

The Company accounts for uncertainty in income taxes by using recognition threshold of more-

likely-than-not to be sustained upon examination by the appropriate taxing authority

Measurement of the tax uncertainty occurs if the recognition threshold is met Management

determined there were no tax uncertainties that met the recognition threshold at December 31
2011

The Company is subject to federal income tax and state income taxes in Pennsylvania The

Company is no longer subject to examination by federal or Pennsylvania taxing authorities for

years before 2008

Use of Estimates

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 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

Receivable from Clearing Organization Net

The Companys receivable from clearing organization net consists of the following

Receivables from clearing organization 233724

Payables to clearing organization 190

Receivable from clearing organization net 233534



E.E Powell Company Inc

Notes To Financial Statements

December 31 2011

Income Taxes

The Company has no provision for income taxes for the year ended December 31 2011 as the

Company did not have taxable income

Gross deferred tax assets consisting primarily of Pennsylvania net operating loss carryforwards

were approximately $1200 at December31 2011 valuation allowance equal to this amount was

established as these deferred tax assets will not be realized until the Company produces taxable

income The Company has state net operating loss carryforwards of approximately $12000 These

carryforwards expire beginning in the year 2023

Line of Credit

The Company has line of credit with bank available for borrowings of up to $200000 Interest is

payable at the prime rate plus one and half percent 4.75% at December 31 2011 There were

no borrowings outstanding at December 31 2011

Operating Lease

The Company has an operating lease for office space Rent expense was $58184 for the year

ended December 31 2011 The Companys future minimum rental payments under the

noncancellable operating lease as of December 31 2011 are as follows

Year Ending December 31

2012 60123

2013 60123

2014 60123

2015 35072

Total

Net Capital Requirements

215441

The Company is subject to the SEC Uniform Net Capital Rule Rule 5c3-1 which requires the

maintenance of minimum net capital and requires that the ratio of aggregate indebtedness to net

capital both as defined by Rule 5c3-1 shall not exceed ratio of 15 to and the rule of the

applicable exchange also provides that equity capital may not be withdrawn or cash dividends

paid if the resulting net capital ratio would exceed 10 to The Company had net capital of

$311540 at December 31 2011 which was $61540 in excess of its required net capital of

$250000 The Companys net capital ratio was 0.16 to at December 31 2011



E.E Powell Company Inc

Notes To Financial Statements

December 31 2011

Concentration of Credit Risk

The Company maintains its cash balances in financial institution located in Pittsburgh

Pennsylvania The balances are insured by the Federal Deposit Insurance Corporation to $250000

Financial Instruments With Off-Balance Sheet Risk

In the normal course of business the Companys customer and correspondent clearance activities

involve the execution settlement and financing of various customer securities transactions These

activities may subject the Company to off-balance-sheet risk in the event the customer or other

broker is unable to fulfill its contracted obligations and the Company has to purchase or sell the

financial instrument underlying the contract at loss

Retirement Plan

The Company sponsors Simple IRA plan Company contributions were $21746 for the year

ended December 31 2011

10 Exemptive Provisions of Rule 15c3-3

The Company is exempt from the reporting requirements of SEC Rule 15c3-3 under section

k2ii which states that the provisions of the rule are not applicable to broker or dealer who as

an introducing broker and dealer clears all transactions with and for customers on fully disclosed

basis with clearing broker or dealer and who promptly transmits all customer funds and securities

to the clearing broker or dealer which carries all of the accounts of such customers and maintains

and preserves such books and records pertaining thereto pursuant to the requirements of Rules

17a-3 and 17a-4 as are customarily made and kept by clearing broker or dealer Accordingly

disclosure is not required of the Computation for Determination of Reserve Requirements and the

schedule of Information Relating to Possession or Control Requirements

10



E.E Powell Company Inc

Computation of Net Capital Under Rule 5c3-1 of the

Securities and Exchange Commission

As of December31 2011

See Independent Auditors Report

Computation of Net Capital

Total Stockholders Equity 333365

Deductions And/Or Charges

Non-Allowable Assets

Furniture and Equipment Net 8180

Prepaid Expenses and Other Assets 13645

Net Capital 311540

Computation of Aggregate Indebtedness

Total Aggregate Indebtedness

Accrued Payroll and Related Liabilities 43741

Accrued Rent 6950

Total Liabilities 50691

Other ttems

Total Aggregate Indebtedness 50691

11



E.E Powell Company Inc

Computation of Net Capital Under Rule 5c3-1 of the

Securities and Exchange Commission

As of December 31 2011

See Independent Auditors Report

Computation of Basic Net Capital Requirement

Minimum Net Capital Required

Minimum Dollar Net Capital Required

Net Capital Requirement

Excess Net Capital

Net Capital Less Greater of 10% of Total Aggregate Indebtedness

or 120% of Minimum Dollar Net Capital Required

Ratio Aggregate Indebtedness To Net Capital

Reconciliation With Companys Computation

Included In Part II Of Form X-1 7a-5 As Of December 31 2011

Net Capital As Reported In Companys Part II Unaudited Focus Report

Net Audit Adjustments

Net Capital Per Page 11

3379

250000

250000

61540

11540

.16 to

311540

311540

12



lrrenteBeard

Independent Auditors Report On Internal Control

Required By SEC Rule 17a-5g1
For Broker-Dealer Claiming An Exemption From SEC Rule 15c3-3

Stockholders

Powell Company Inc

In planning and performing our audit of the financial statements of Powell Company 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 Companys 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 17a-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

13



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 We did not identify any deficiencies in internal control and control activities for

safeguarding securities that we consider to be material weaknesses 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 alt 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 management the SEC 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

Pittsburgh Pennsylvania

February 22 2012

14
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1VrenteBeard

Independent Accountants Report on

Applying Agreed-Upon Procedures

Stockholders

Powell Company Inc

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-7J to the Securities Investor Protection

Corporation SIPC for the year ended December 31 2011 which were agreed to by Powell

Company Inc 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 Powell

Companys compliance with the applicable instructions of the General Assessment Reconciliation Form
SIPC-7 Powell Companys management is responsible for Powell Companys

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 Companys audited financial statements noting no differences

Compared the amounts reported on the audited Form X-1 7A-5 for the year ended December31

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 and

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

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

Pittsburgh Pennsylvania

February 22 2012
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