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OATH OR AFFIRMATION

3

1, _Gwendolyn Smith Iloani , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Smith Whiley Securites, Inc. : » a8

of December 31 ,2011 _, are true and correct. T 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 a customer, except as follows:

f‘%’m M’f"s «gmq Yﬂ&w&

. ’Slgnature
Rosalind R. Best d/
My CO)nmlssmn expires January 31, 2015 ‘ Presxdent & hlefTEt)Icecutwe Officer
itle
/ // FHA, / // @?
Notary Public
Thls report ** contains (check all applicable boxes):

(a) Facing Page.

(b) Statement of Financial Condition.

{¢) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders® Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report. . .

(n) A reportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

HOE O OOORONHEEEEEZ

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).



Smith Whlley Securities, Inc.
(A wholly-owned subsidiary of Smith Whiley & Company)
Index

December 31, 2011 and 2010

Report of Independent AUAItOrS .................ooiviiiiiiie e ereereeer e,

Financial Statements

Statements of Financial CoNAItioN ..............ccoouiiruiciieieeeece et et r e
Statements Of OPEIratioNS ........cocooiiieieicecee et et ae e en et ereenas
Statements of Changes in Stockholder's EQUItY ..........ccccuoriiiiiiinnccn s

Statements of Cash Flows ............ ettt ——ateatateatet et et euratereneesease e aseetenene et eentaaetene e eaneeaeens

Supplemental Schedule

Schedule | - Computation of Net Capital and Aggregate Indebtedness, under SEC Rule 15¢3-1



pwc

Report of Independent Auditors

To: the Board of Directors and Stockholder of
Smith Whiley Securities, Inc.

In our opinion, the accompanying statements of financial condition and the related statements of
operation, of changes in stockholder's equity and of cash flows present fairly, in all material respects,
the financial position of Smith Whiley Securities, Inc. (the "Company") at December 31, 2011 and 2010,
and the results of its operations and its cash flows for the years then ended in conformity with
accounting principles generally accepted in the United States of America. These financial statements
that you are filing pursuant to Rule 17a-5 under the Securities Exchange Act of 1934 are the
responsibility of the Company’s management. Our responsibility is to express an opinion on these
financial statements based on our audits. We conducted our audits of these statements 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 a test basis, evidence
supporting the amounts and disclosures in the financial statements, assessing the accounting
principles used and significant estimates made by management, and evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken
as a whole. Schedule | is presented for purposes of additional analysis and is not a required part of the
basic financial statements, but is supplementary information required by Rule 17a-5 under the
Securities Exchange Act of 1934. 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 a whole.

As described in Note 1, the Company operates pursuant to a Management Services and Overhead
Reimbursement Agreement with a related party.

@Nmmnﬁvewgfeepvw— LLP

February 29, 2012

: PricewaterhouseCoopers LLP, 1800 Tysons Boulevard, McLean, VA 22102-4261
T: (703) 918 3000, F: (703) 918 3100, wWwWw.pwc.com/us



Smith Whiley Securities, Inc.

(A wholly-owned subsidiary of Smith Whiley & Company)
Statements of Financial Condition

December 31, 2011 and 2010

Assets
Cash
Prepaid expenses

Total assets
Liabilities
Accounts payable
Accrued expenses

Total liabilities

Stockholder's Equity

Common stock, par value ($.001 per share); 1,000,000 shares
authorized, issued and outstanding in 2011 and 2010
Additional paid in capital

Accumulated deficit

Total stockholder's equity
Total liabilities and stockholder's equity

The accompanying notes are an integral part of these financial statements.
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2011 2010
$ 13,896 $ 9,296
2,609 -
$ 16,505 $ 9,296
$ 5131 $ -
2,412 -
7,543 -
1,000 1,000
62,804 37,244
(54,842) (28,948)
8,962 9,296
$ 16,505 $ 9,296




Smith Whiley Securities, Inc.

(A wholly-owned subsidiary of Smith Whiley & Company)
Statements of Operations

Years Ended December 31, 2011 and 2010

2011 2010

Revenues $ - 3
Expenses
Compliance Expense $ (5,895)
Insurance Expense (113)
Legal Expense (13,266)
Other Administrative Expenses (3,893) $
Registration Expenses (2,727)

Total expenses (25,894)

Net loss $ (25,894) $

The accompanying notes are an integral part of these financial statements.
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.Smith Whiley Securities, Inc.

(A wholly-owned subsidiary of Smith Whiley & Company)
Statements of Changes in Stockholder's Equity
Years Ended December 31, 2011 and 2010

Additional Total
Common Stock Paid-in Accumulated Stockholder's
Shares Amount Capital Deficit Equity

Balance, December 31, 2009 1,000,000 $ 1,000 $ 37,244 % (28,948) $ 9,296
Net income - - - - -

Balance, December 31, 2010 1,000,000 1,000 37,244 (28,948) 9,296
Capital Contribution - - 25,560 - 25,560
Net loss - - - (25,894) (25,894)

Balance, December 31, 2011 1,000,000 $ 1000 $ 62,804 $ (54,842) $ 8,962

The accompanying notes are an integral part of these financial statements.
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.Smith Whiley Securities, Inc.
(A wholly-owned subsidiary of Smith Whiley & Company)
Statements of Cash Flows

Years Ended December 31, 2011 and 2010

Cash flows from operating activities
Net loss
Adjustments to reconcile net loss to net cash used
in operating activities
Changes in assets and liabilities
Increase in prepaid expenses
Increase in accounts payable
Increase in accrued expenses
Net cash used in operating activities

Cash flows from finéncing activities
Capital contribution
Net cash provided by financing activities

Net increase in cash

Cash at beginning of year
Cash at end of year

Supplemental disclosure of cash flow information

The Company paid no interest or taxes during 2011 and 2010.

2011

(25,894)

(2,600)
5,131
2,412

2010

$

(20,960)

25,560

25,560

4,600

9,296

$ 9,296

13,896

$ 9,296

The accompanying notes are an integral part of these financial statements.
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Smith Whiley Securities, Inc.

(A wholly-owned subsidiary of Smith Whiley & Company)
Notes to Financial Statements

December 31, 2011 and 2010

1.

Organization and Summary of Significant Accounting Policies

Organization

Smith Whiley Securities, Inc. (the "Company"), organized and incorporated on November 23, 1994,
is registered as a broker/dealer with the Securities and Exchange Commission and is a member of
the Financial Industry Regulatory Authority (FINRA), formerly the National Association of Securities
Dealers, Inc. (NASD). The Company is a wholly-owned subsidiary of Smith Whiley & Company
(the "Parent"). The Company distributes limited partnership interests in Parent sponsored funds.

The Company’s distribution activities did not generate any commission revenue or expense in 2011
or 2010.

The Company and the Parent entered into a Management Services and Overhead Reimbursement
Agreement in 1995 (the "Agreement"). The Parent makes the services of its employees,
administrative support, office space, equipment and other requested services available to the
Company pursuant to the Agreement.

On June 18, 2011, the Company entered into an Amended and Restated Management Services
and Overhead Reimbursement Agreement with the Parent, effective April 1, 2011, which clarified
the Company's relationship with the Parent and listed certain revenues and expenses that would
be paid or assumed by the Company. All expenses associated with the activities of operating as a
broker/dealer would be recorded by the Company.

On October 27, 2011, the Company entered into a modified Amended and Restated Management
Services and Overhead Reimbursement Agreement with the Parent which more specifically
identified expenses that would be charged to the Company.

The Company relies on continued funding from the Parent for operations.

Cash
Cash represents amounts on deposit in a business checking account.

Income Taxes

The Company is part of a consolidated group for federal income tax return purposes, and is a
"qualified S-Corporation subsidiary”. Therefore, there are no federal or state income tax accruals
herein, as these obligations are passed through to the stockholder. Additionally, in accordance with
ASC 740, Income Taxes, there are no tax positions taken or expected to be taken in the course of
preparing the Parent's tax returns that are "more-likely-than-not” of being sustained by the
applicable tax authority.

The tax years that remain subject to examination by the major tax jurisdiction are from the year
ended December 31, 2008 forward.

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 as of the date of the financial statements and the reported amounts of revenues and
expenses during the period. Actual results could differ from those estimates.



Smith Whiley Securities, Inc.

(A wholly-owned subsidiary of Smith Whiley & Company)
Notes to Financial Statements
December 31, 2011 and 2010

2.

Transactions with Affiliates

Certain personnel of the Parent are registered representatives of the Company and are eligible to
earn commissions in connection with the distribution of limited partnership interests in Parent
sponsored funds. In such instances, the Parent may compensate the Company through payment
of a commission, which, in turn, the Company would pay to such registered representatives and
record such as an expense. There were no commissions earned or paid for the years ended
December 31, 2011 and 2010 as there were no sales of limited partnership interests in Parent
sponsored funds.

The Parent contributed additional paid-in capital of $25,560 during the year ended 2011 to support
operations pursuant to the Agreement discussed above.

Net Capital and Reserve Requirements

J
As aregistered broker/dealer and member of the FINRA, the Company is subject to the Securities
and Exchange Commission Uniform Net Capital Rule 15¢3-1, which states that net capital, as
defined, shall not be less than $5,000. The Company violated the net capital threshold for the
period June 1, 2011 through June 30, 2011. The violation was corrected by August 3, 2011 through
additional paid in capital from the Parent. The Company's net capital at December 31, 2011
equaled $6,353 which is in excess of the required minimum.

The Company does not hold funds or securities for, or owe funds or securities to, customers other
than funds or securities. promptly forwarded to an unaffiliated bank escrow agent account, if
applicable. There has not been any activity of this kind during the year. The Company is thereby
exempt from Rule 15¢3-3 of the Securities Exchange Act of 1934 by paragraph (k)(2)(i) of that rule
as it relates to promptly obtaining and maintaining physical possession or control of customers'
securities.



Smith Whiley Securities, Inc.

(A wholly-owned subsidiary of Smith Whiley & Company)

Computation of Net Capital and Aggregate Indebtedness, under SEC Rule 15¢3-1
Supplemental Schedule - Schedule 1

December 31, 2011

Stockholder's equity $ 8,962

Less: Nonallowable assets (2,609)

Add: Unrealized gains on municipal securities ' -
Net capital before haircut on security position 6,353

Less: Haircut on other securities -
Net capital 6,353

Minimum net capital required to be maintained $ 5,000
Net capital in excess of requirement $ 1,353

The above calculation does not differ from the Company's unaudited FOCUS Report as of
December 31, 2011.
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Report of Independent Accountants
To: the Board of Directors of Smith Whiley Securities, Inc.

In accordance with Rule 17a-5(e)(4) of the Securities Exchange Act of 1934, we have performed the
procedures enumerated below with respect to the accompanying General Assessment Reconciliation
(Form SIPC-7) of the Securities Investor Protection Corporation (SIPC) of Smith Whiley Securities, Inc.
for the year ended December 31, 2011, which were agreed to by Smith Whiley Securities, Inc., the
Securities and Exchange Commission, Financial industry Regulatory Authority, Inc., and the Securities
Investor Protection Corporation (collectively, the "specified parties") solely to assist the specified

_parties in evaluating Smith Whiley Securities, Inc.'s compliance with the applicable instructions of Form
SIPC-7 during the year ended December 31, 2011. Management is responsible for Smith Whiley
Securities, Inc.'s 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:

1. Compared the listed assessment payments on page 1, items 2B and 2F, of $0 and $0
respectively, of the Form SIPC-7 with the respective cash disbursement records entries, as
follows: no assessment payments were therefore required during 2011.

2. Compared the Total Revenue amount reported on page 5, line 9 of the audited Form X-17A-5
for the year ended December 31, 2011 to the Total revenue amount of $0 reported on page 2,
item 2a of Form SIPC-7 for the year ended December 31, 2011, noting no differences.

3. Compared any adjustments reported on page 2, items 2b and 2¢ of Form SIPC-7 with the
supporting schedules and working papers, as follows: compared total additions and total
deductions of $0 and $0 respectively to the audited financial statements, noting no differences.

4. Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the
related schedules and working papers obtained in procedure 3, as follows: recalculated the
mathematical accuracy of the SIPC Net Operating Revenues on page 2, line 2d and the
General Assessment @ .0025 on page 2, line 2e of $0 and $0 respectively, of the Form SIPC-
7, noting no differences.

5. Compared the amount of any overpayment applied to the current assessment on page 1, item
2C of Form SIPC-7 with page 1, item 2H of the Form SIPC-7T filed for the prior period ended
December 31, 2010 on which it was originally computed, noting no differences.

PricewaterhouseCoopers LLP, 185 Asylum Street, Suite 2400, Hartford, CT 06103
T: (860) 241 7000, F: (860) 241 7590, www.pwc.com/us



We were not engaged to and did not conduct an examination, the objective of which would be the
expression of an opinion on the Company's preparation of Form SIPC-7 in accordance with the
applicable instructions. 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 management and the board of directors of
Smith Whiley Securities, Inc., the Securities and Exchange Commission, Financial Industry Regulatory
Authority, Inc., and the Securities Investor Protection Corporation and is not intended to be and should
not be used by anyone other than these specified parties.

@/uzmm&euufew LLP

February 29, 2012



202-371-8300

{Read carefully the insiructions in your Working Copy ©

TO BE FILED BY ALL MEMBERS OF THE SECURITIES INV

H

General Assessment Payment Form
For the first hialf of the fiscal year ending 12/31/2011

sfore fompte mng

‘SECURITIES INVESTOR PROTECTION CORPORATION
P.0. Box 92185 Washmg on. D.C. 20090-2185

SIPC-6

{34-REV 7/10}

Ais Formd

VESTOR PROTECTION CORPORATION

Name of Member, address. Designaied Examining Authority. 1934 Act registration no. and month in which fiscal year ends {01 wpa
urposes of the audit requirement of SEC Ruls 17a-5: . ~
— [}
Note: If any of the information shown on the @ o
mailing label requires correction: please g-mail
any corrections to form@sipc.org-and so >
indicate on the form filed. =
Name and telephone number of-person to or
contact respecting this form. P
2. A General assessment payment for the first halt of the fiscal year ;-
titem 2e¢ from page 2; $ C
i £ :
1. Less prior year overpayment applied as reflecied on SIPC-7 if app! vcaa { /5(/ Lotd )
2. Assessment balance due O
B, interest computed on fate payment {see instruction E; for___ days at 20% per annum O
(‘\
C. Total assessment and interast due $ ",
D, PAID WITH THIS FORM:
Check gnclosed. payable to SIPC O
Total tmust be same as C above) $ ‘
3. Subsidiaries (S} and predecessors {Py included in this form (give name and 1934 Act regisiration number):
,f\//s‘{.,
The SIPC member submitting this form and the
person by m i5e PcuMs apresent thereby R n e )
contaimad herein is frue. correct N Q),(Y{f:}i [/{,/'ZL»?‘ ’C’://,J o250 1
. ’ ‘e “« i .
2 / ; ¢ \ [ ST P
ated the 2 ay o SHLY 20 ] ‘f/"’ ol i/ ’V’u'/("‘ = ,/u;"ﬂ“'
» < " B ‘
Dhosiclea 3 Ok
iTrilgs
This form and the assessment payment is due 3¢ days after the end of the first six months of the fiscal year. Retain the
Working Copy of this form for a period of not less than 6 years, the latest 2 years in an easily accessible place.
e Dates:
; Postmarked Received Reviewed
LisE .
== Calcuiations Documantation Forward Copy
Sdd - {7
o . o o4 !
Exceptions: e N i <
> EXCEepNons: / ) - \A\{/' o~ »,,J i
— : S e T L - LU ST o
e Disposition of exceptions: , IR A Al IS I S AR e ’7/ DI - N / e
e L few o T ¢1 e
'\(T\ ;‘/’\\( {f



AND GENERAL ASSESSMENT

ftem No,
23, Tolgtrevenue (FOCUS Line 12/Part HA Line 9, Code 40301

24 Additions:
i1 Total
de

t nues from the securities business
pre

re of subsidiaries {except foreign s
8cessors not included above.

{2) Netloss from prineipal transactions in securities in trading accounts.

O

i Net loss from principal transactions in commodities in trading aceounts.

{41 Interest and dividend expense deducted in determining item 2a

subsidiaries) and
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=

1
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[3; Commissions, Hoor brokerage and clearance paid to oih
secyrities transactions.
{4 Reimbursemenis for postage in connection with proxy solicitation.

(5] Net gain from securities in investment accounts.
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Amounts for the fiscal peried

beginning 1/1/2011
and ending 6/30/2011
Eliminate cents

Y
3

Y

{Deguctions in excess of $100,000 require documentation)

191 iy Total interest and dividend expense (FOCUS Line 22/PART HA Line
Code 4075 pius hne 2b{4) above) but net 1 excess
of tofal interest and dividend income

€3

{i1) 40% of ma rgm interest earned on cusfomers sgourities
accaunts (40% of FOCUS line 5, Code 3980; §

Enter the greater of line (i) or {ii}
Total deductions
2d. SIPC Nst Operating Revenues

2e. General Assessment @ 0025

g
$

Q O
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SECURITIES INVESTOR PROTECTION CORPORATION

P.O. Box 92185 Washingion, D.C. 20090-2185 e
202-371 8300 SIPC 7
General Assessment Reconciliation (33-REV 7/10]

Forine facal year anded 20
{Read varefully the ingtiuctions in your Working Copy before completing ihis

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS
ber, address Deszq ated Examining Authorily. 1934 Act registration no.and montn in which fiscai year ends for

g audit requirement of SEC Rule 17a—.5:
Note: It any of the information shown on the
mailing label requires correction. please e-mail

any correciions to 16nm@sipc.org and so
indicate-on the form tiled.

et

Name and telephone number of person to
contact respecting this form.

2 A General Assessment {item 2e from page 2 $ (5
B. Less payment made with SIPG-6 filed {exciude interests {

Date Paid
Less prior overpayment applied [Am 2( .i(,) {

D. Assessment balance due or {overpayment)

[

™\,

U(
ol
A/

e o

£ Interest computed on late payment (see instruction E)for_days at 20% per annum
F. Toral assessment balance and interest due Lor overpayment carrisd forward)

G PAID WITH THIS FORM:

Check enciosed, payable to SIPC .
Total {must be same as F above) $ C
H o Cverpaymeni carried forward $i

/90 = QU Y
P

Ceicke ' ha it
fration number): /& c/)})ﬁ//z)
AL

)

tgive name and 1934 Act reg

{Neme of Corporation, Fartn

nrganizating

(Authnrized

Datad “/sz\d ay o*“‘j&nc‘&“\‘-/ oo ! ?_ .
4

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 a period of not less than 6 years, the latest 2 years in an easily accessible place.

{Titis)

Dates. e N et ud af FrsO
Postmarked aceived aviewed ¢ v ~
! d Received Revigwed //}V/ﬁ)’ : l\/(—tk 2(/ 10 - C.f

Documeniation i Forward Copy

Exceptions: | l')C"'[’CC o g % C(y—k&(.
Disposition-of exceptions: J 7 UL C{/K ]M /

SIPC REVIEWER

WNARKINEG PNADPY



. DETERMINATION OF “SIPC NET OPERATING REVENUES"

AND GENERAL ASSESSMENT

Amountsitor tre fiscal period
. beginning /~f. ., 20_(w
. and ending __J2:3i .20 _j)
Eliminate cents
ltem No , :\
2a Tolal revenue (FOCUS Line 12/Part UA Line 8, Gode 4030 5 ~
26 Additions:
(1} Total revenues from the securities business of subsidiaries {except foreign subsid
predecessors not included above
2iNellogs from principal transactions in securities in trading acco:
{3} Net loss from principal transactionsin ¢ s in trading accounts. '—"
mterest and dividend expense deducted in determining item 2a.
s i B z "
{5} Netioss from management of or participatior in the underwriti ng
(61 Expenses other than advertising, printing, regisiration fees and legal —_
profit trom management of or participation in underwriting or distribution
{7} Net loss from securities i invesiment acoounts
Total additions ()
2¢. Deductions;
(1) Ravenues from the distributicn of shares of 2 registered open end investment company or unit
investment frust, from the sale of variable annu meo from the bus.rm“s of insurance, from investment
advisory services rendered to registered investment companies or insurance company separate -
accounts, and from transactions in security futures products
12} Revenuss from commodity transactions. -
(3 Csmmissions floor brokerage and elearance paid to other SIPC members in Connection with
securities fransactions.
{4} Reimbursements for postage in connection with proxy solicitatior. =
Ly \ —
{5 Net gain from securities in investmeni accounts.
163 100% of commissions and markups earned from transactions in 1 {]) certificates of deposit and
(i} f*ea:ury bills, bankers accsptances or commercial paper that malure ning months or less -
from issuance date,
i7) Direct evpenses of printing advertising and legal fees incurred in conaection with other revenue [
related to the securities business {revenue defined by Section 16(9)(1) of the Act).
{6) Other revenue not relaied either directly or indirectly to the securities businese,
{See Instruction C): —
(Deductions in excess of $100,000 require documentation)
(8) {i) Totat interest and dividend expense (FC US Line 22/PART HA Line 13
Code 4075 plus:line 2b14) above) bulnotin excess —_—
of total interest and dividend income $
(it} 40% of ma;g'r. interest ﬁafrea i eustom
accounts (40% of FOQUS line 5, Cot $
Enterthe greater of Hne i) or fii
- 'l ! -
Potal dedusiions
I
2d. SIPC Nst Gperating Ravenyss $ 3 -
2¢. Qensral Assessment @ 0025 $ :‘

{to page 1,



. - SIPC-7 Instructions

This form is to be filed by all members of the Securities Investor Protection Corporation whose fiscal years end in 2011 and arnually
thereafigr. The form together with the payment is due no lat ter than 60 days after the end of the fiscal year. or alier membership

jprmmanom Amounts reported hierein must be 'eadny recu'
Commi
Dy teiephoning 202-371-8300.

A. For the purposes of this form. the term “SIPC Net
Operating Revenues” shali mean gross revenues from the
securities business as definedin of pursuant to the applicable
sections of the Securities investor Protection Act of 1970
(“Act’) and Article 6 of SIPC’s bylaws (see page 4). less item
2¢{9) on page 2.

B. Cross revenues of subsidiaries, except foreign
subsidiaries, are required 10 be- includged in SIPC Net
Operating Revenues on a consolidated basis except for a
subsidiary filing separately as explained hereinafier,

it a subsidiary was required to file a Rule 17a-5 annual
audited statement of income separalely and is alsc a SIPC
member, then such subsidiary must itself file SIPC-7, pay the
assessment, and should not be consolidated in your SIPC-7.

SIPC Net Operating Revenues of a predecessor member
which are notincludedinitem 2a, were not reported separately
and the SIPC assessmenis were not paid thereon by such
predecessor, shall be included in item 2b{1}.

C. Your General Assessment should be Uompufed as foilowc

(1) Line 2a For the applicable period enter iotal revenue

based upon amounts reported in your Rule 17a-5 Annual

Audited Statement of Income prepared in conformity with

generally accepted accounting principles applicable to

securities brokers and dealers. or if exempted trom that

ruie, use X-17A-5 (FOCUS Report) Line 12, Code 4030.

Aﬂuslme.ai&Thn purpose of the ad;ustmems on page 2

s to determine SIPC Net Operating Revenues.

g'a) Additions Lines 2b{1) through 2b(7) assure that
assessable income and gain items of SIPC Net
Operating Revenues are totaled, unreduced by any
i0sses (e.q., if anetloss was incurred for the period
from all transactions in trading account securities,
that net loss dees not reduce other assessable
revenues). Thus, line 2b{4} would include alf short
dividend and inierest payments including those
incuired in reverse conversion accounts, rebates
on stock foan positions and repo interest which
have been netted in determining line 2{a).

(b} Deductions Line 2¢(1) through line 2¢{3) are either
provided forin the statue, as in deduction 2¢{1}, or are
allowed to arrive at an assessment base consisting of
net operating revenues-from the securities-business.
For example, line 2¢(9) allows for a deduction of
sither the total of interest and dividend expense (not
to exceed interastand dividend incoms), as reported
on FOCUS line 22/PART 1A fine 13 !Code 4075), plus
ling 2b(4) o7 40% of interest earned or customers'
securities azcounts (40% of FOCUS Line 5 Code
3900; Be certain to complete both line (i) and (i},
antering the greaterof the two in the far ightco*um
Dividends paid to shareholders are no ccnsmemd

E.Dﬂf“m and thus are not to be xncudﬂd n the
deductio L‘k@wisa interest and dividends _de to
part

wou! ~:1 5?51 mt ne qeducted,

the amount reported on fing 2¢ (8) aggregates
i $70(}, 90 or greater, supporting documentation

cilable with the member's records and the Securities and Exchangs
n Rule ”a 5 report filed. Questions pertaimng to *htc form shouid be directed to SIPC via e-mail at form@sipc.org or

must accompany the form thal identifies these
deductions. Examples of support informaticn
inciude: contractual -agreements. prospectuses,
and fimited partnership documentation.

{i)  Determine your SIPC Net Operating Revenues,
item 2d, by adding to item 2a, the total of item 2b,
and deducting the total of item 2¢c.

(i} Muitiply SIPC Net Operating Revenues by the
applicable rate. Enter the resulting-amountiin item
2¢ and on line 2A of page 1

(iii) Enter on line 2B the assessment due as reflected
on the SiPC-6 previously filed.

fivy Subiractline 2B and 2C from line 2A and enter the
ditference on line 2D. This is the balance due for
the period. :

{vi Enter interest computed on lale payment (if
applicable) on line 2E.

{vii Enter the total due on line 2F and the payment of
the amount due on line 2G.

{vil} Enter overpayment carried forward (if any} on
line 2H.

D. Any SIPC member which is alsc a bank (as defined:in
the Securities Exchange Act of 1934} may exclude from SIPC
Net Operating Revenues dividends and interest received on
securities in its investment accounts to the exient that it
can demonstrate to- SIPC’s satisfaction that such securities
are held, and such dividends and interest are received,
solely in connection with its operations as a bank and not in
connection with its operations as a broker, dealer or member
of a national securities exchange. Any member who excludes
from SIPC Net Operating Revenues any dividends or interest
pursuant to the preceding sentence shall file with this form
a supplementary statement setting forth the amount so
excluded and proof of its entitlement to such exclusion.

E. (nterest on Assessments. If all or any part of assessment
payable under Section 4 of the Act has not been postmarked
within 15 days after the due date thereoi, the member shall
pay, in addition to the amount of the assessment, interest
al the rate of 20% per annum on the unpaid portion of the
assessment for each day it has been overdue.

F. Securities and Exchange Commission Rule 17a-5{(s)
{4} requires those who are not exempted from the audit
requirement of the rule and whose gross revenues are in
excess of $500,000 to file a suppiemental independent public
accountanis report covering this SIPC-7 no later than 60 days
after their fiscal year ends.

Mail this completed form to SIPC together with a
check for the amount due, made payabie to SIPC,
using the enclosed return PO BOX envelope. If you
wouid like to wire the assessment payment please fax
a copy of the assessment form to {202)-371-6728 or
g-mail a copy to form@sipe.org and request

wire instructions.
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SECURITIES AND EXCHANGE COMMISSION
RECEIVED

_-. | MAR - 12012

DIVISION OF TRADING & MARKETS

Report of Independent Auditors on Internal Control Required by SEC Rule 17a-5(g)(1)

To: the Board of Directors and Stockholder of
Smith Whiley Securities, Inc.

In planning and performing our audit of the financial statements of Smith Whiley Securities, 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 Company's internal control over
financial reporting (internal control) as a 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 Company's internal control. Accordingly, we do not express an opinion on the
effectiveness of the Company's internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (the “SEC”), we
have made a 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-5(g) in making the periodic
computations of aggregate indebtedness and net capital under Rule 17a-3(a)(11) and for determining
compliance with the exemptive provisions of Rule 15¢3-3. 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:

1. Making quarterly securities examinations, counts, verifications, and comparisons and recordation
of differences required by Rule 17a-13; and

2. Complying with the requirements for prompt payment for securities under Section 8 of Federal
Reserve Regulation T 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 fuffilling 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 SEC's 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 management's authorization and recorded properly to
permit the preparation of financial statements in conformity with generally accepted accounting
principles. Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the
preceding paragraph.

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.

PricewaterhouseCoopérs LLP, 185 Asylum Street, Suite 2400, Hartford, CT 06103
T: (860) 241 7000, F: (860) 241 7590, www.pwc.com/us



A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a deficiency, or a combination of
deficiencies, in internal control that is less severe than a material weakness, yet important enough to
merit attention by those charged with governance.

A material weakness is a deficiency, or combination of deficiencies, in internal control, such that there
is a reasonable possibility that a material misstatement of the company's financial statements will not
be prevented or detected and corrected on a 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 previously.

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 a material inadequacy for such
purposes. Based on this understanding and on our study, we believe that the Company's practices and
procedures, as described in the second paragraph of this report, were adequate at December 31, 2011
to meet the SEC's objectives.

This report is intended solely for the information and use of the Board of Directors, management, the
SEC, and other regulatory agencies that rely on Rule 17a-5(g) 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.

@AAW/Q\W LLp

February 29, 2012



