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OATH OR AFFIRMATION

Stephen Martino swear or affirm that to the best of

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

Detwiler Fenton Co 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

None

fl27
\./ Signature

Chief Financial Officer

TffisreportconnchecJicabboxes

EZJ Facing Page August 29.2014

tZI Statement of Financial Condition

IZI Statement of Income Loss
IZI Statement of Changes in Financial Condition

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

Statement of Changes in Liabilities Subordinated to Claims of Creditors

IZI Computation of Net Capital

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

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

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 5c3- and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 5c3-3

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

consolidation

IZI An Oath or Affirmation

copy of the SIPC Supplemental Report

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

For conditions of confidential treatment of certain portions of this filing see section 240 7a-5e3
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WOLF
COMPANY PC

Independent Auditors Report

To the Board of Directors of Detwiler Fenton Co

We have audited the accompanying statement of fmancial condition of Detwiler Fenton Co the

Company as of December 31 2011 and the related statements of income changes in stockholders

equity and cash flows for the year then ended that you are filmg pursuant to Rule 7a-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 examimng

on test basis evidence supporting the amounts and disclosures in the fmancial statements An audit also

mcludes asses smg the accountmg prmciples used and sigmflcant estimates made by management as well

as evaluatmg 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 Detwiler Fenton Co 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 taken as

whole The accompanying computation of net capital under SEC Rule 5c3-l is presented for purposes

of additional analysis and is not required part of the fmancial statements but is supplementary

mformation required by Rule 7a-5 of the Securities Exchange Act of 1934 Such information is the

responsibility of management and was derived from and relates directly to the underlymg accountmg and

other records used to prepare the fmancial statements The information has been subjected to the auditing

procedures applied in the audits of the financial statements and certain additional procedures including

comparing and reconciling such information directly to the underlying accounting and other records used

MEMBER OF PKF NOR TH AMERICA 99 HIGH STREET BOSTON MA 02U02320 61749-97OO
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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 fmancial statements

as whole

Boston Massachusetts

February 23 2012



Detwiler Fenton Co

Statement of Financial Condition

At December 31 2011

Assets

Cash and cash equivalents Note 1553805

Deposit with clearing organization Note 75000

Commissions and other receivables 326986

Employee receivable 14500

Income taxes receivable Note 152160

Deferred income taxes Note 12852

Fixed assets net Note 209271

Prepaid expenses and other assets 88611

Due from affiliate 183713

Total assets 2616898

Liabilities and Stockholders Equity

Liabilities

Salaries bonuses and commissions payable Note 968196

Accounts payable and accrued liabilities 234779

Total liabilities 1202975

Commitments and contingencies Notes and

Stockholders equity Note

Common stock no par value authorized 7500 shares

900 shares issued and outstanding 131563

Additional paid-in-capital 2474168

Accumulated deficit 1191808
Total stockholders equity 1413923

Total liabilities and stockholders equity 2616898

See accompanying notes to financial statements



Detwiler Fenton Co

Statement of Income

Year Ended December 31 2011

Revenues

Commissions 10409836

Private placement fees 1408569

Interest fees and other 66302

Total revenues 11884707

Expenses

Compensation and benefits Note 8403798

General and administrative 1725991

Occupancy communications and systems Note 991913

Execution costs 719603

Forgiveness of payable due to affiliate Note 18216

Management fees received from affiliates Note 10 144000
Total expenses 11679089

Income before income taxes 205618

Income tax expense Note 143697

Net income 61921

See accompanying notes to financial statements



Detwiler Fenton Co

Statement of Changes in Stockholders Equity

Year Ended December 31 2011

Common

Stock

See accompanying notes to financial statements

Additional

Paid-in

Capital

Accumulated

Deficit

1253729Balance at December 31 2010

Cash investment from Parent

Cash dividend to Parent

Stock-based compensation Note 10

Net income

Balance at December 31 2011

131563 2656818

125000

300000

7650

61921

131563 2474168 1191808

Total

Stockholders

Equity

1534652

125000

300000

7650

61921

1413923



Detwiler Fenton Co

Statement of Cash Flows

Year Ended December 31 2011

Cash flows from operating activities

Net income 61921

Adjustments to reconcile net income to net

cash used by operating activities

Depreciation and amortization 81743

Deferred income taxes 31693

Stock-based compensation 7650
Changes in

Commissions and other receivables 150785

Employee receivable 14500
Income taxes receivable 106883

Prepaid expenses and other assets 97202
Due from affiliate 183713
Salaries bonuses and commissions payable 562358
Accounts payable and accrued liabilities 19393

Net cash used by operating activities 257387

Cash flows from investing activities

Purchase of fixed assets 30448
Net cash used by investing activities 30448

Cash flows from fmancing activities

Cash investment received from Parent 125000

Cash dividend paid to Parent 300000
Net cash used by fmancing activities 175000

Net decrease in cash and cash equivalents 462835

Cash and cash equivalents beginning of year 2016640

Cash and cash equivalents end of year 1553805

Supplemental disclosures of cash flow information

Cash payments for Federal income taxes to Parent

Cash payments for state income taxes 5127

See accompanying notes to fmancial statements



Detwiler Fenton Co

Notes to Financial Statements

Year Ended December 31 2011

ORGANIZATION

Detwiler Fenton Co the Company is wholly-owned subsidiary of Detwiler Fenton

Group Inc DFG or Parent Detwiler Fenton Co is broker-dealer with

institutional and private client commission revenues and private placement business

activities The Company is registered with the Securities and Exchange Commission and is

member of the Financial Industry Regulatory Authority The Company is headquartered

in Boston Massachusetts and has an office in New York New York

The Company introduces customer transactions on fully disclosed basis to its clearing

broker National Financial Services LLC NFS wholly-owned subsidiary of Fidelity

Investments

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation The financial statements of the Company have been prepared in

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

Cash Equivalents Cash equivalents include financial instruments with an original

maturity at date of purchase of three months or less The Company maintains cash and

cash equivalent deposits in excess of federally insured limits at financial institution The

Company has not experienced any losses in this account and does not believe it is exposed

to significant credit risk

Commissions Receivable Commissions receivable represents commissions earned for the

current month On periodic basis the Company evaluates its commissions receivable to

determine the need for any allowance for doubtful accounts The allowance for doubtful

accounts is managements best estimate of probable losses incurred Factors considered

include economic conditions and each customers payment history and credit worthiness

Individual commissions receivable balances are written off when deemed uncollectible

with any future recoveries recorded as income when received Based on managements
review of its commissions receivable balance no allowance for doubtful accounts is

considered necessary

Securities Transactions Proprietary securities transactions in regular-way trades are

recorded on the trade date

Fixed Assets Fixed assets are stated at cost with depreciation and amortization expense

recorded using the straight line method over periods ranging from three to eight years



Detwiler Fenton Co

Notes to Financial Statements Continued

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES concluded

Due from/to Affiliates From time to time the Company may extend or receive working

capital to or from its Parent or affiliates of its Parent for services provided or to fund other

investment activities of the Parent Such amounts are unsecured and are generally repaid

from the operating cash flow of the affiliate if available

Fair Value of Other Financial Instruments The Company does not record any assets or

liabilities at fair value on either recurring or non-recurring basis

Bonuses Payable Bonuses are recognized as earned and/or vested to employees

Commissions and Execution Costs Commission revenues and expenses and related

execution costs are recorded on trade date basis as securities transactions occur

Investment Advisory and Private Placement Fees Generally investment advisory fee

revenues are based on percentage of asset balances at the end of each calendar quarter

Private placement fees result from the direct sale of securities to investors

Income Taxes Income tax assets arise from credits to the statement of operations for the

estimated income taxes receivable by the Company

Deferred income taxes receivable are recorded for future tax consequences attributable to

differences between the financial statement carrying amounts of assets and their respective

tax bases Deferred income tax assets are measured using enacted income tax rates and

valuation allowance is established if it is more likely than not that all or portion of the

deferred income tax assets will not be realized The Company participates in the filing of

the consolidated federal income tax return of its Parent and records federal income tax

expense using 34% income tax rate The deferred tax provision and related receivable

are recognized to the extent of temporary differences attributable to the Company

Tax positions taken by the Company are required to be evaluated to determine whether

they are more-likely-than-not to be upheld under regulatory review The estimated tax

impact of tax positions which do not meet the more-likely-than-not criteria is required to be

recognized in the financial statements There are no uncertain tax positions that require

accrual or disclosure at December 31 2011 Generally the Company is no longer subject

to federal and state tax examinations by tax authorities for years prior to December 31
2008

Use ofEstimates The preparation of the Companys financial statements in conformity

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

management to make estimates and assumptions that affect amounts reported in the

accompanying fmancial statements Actual results could vary from the estimates that were

used



Detwiler Fenton Co

Notes to Financial Statements Continued

NET CAPITAL REQUIREMENT

The Company is subject to the Unifonn Net Capital Rule 15c3-1 of the Securities and

Exchange Commission the Net Capital Rule which requires the maintenance of

minimum net capital and ratio of aggregate indebtness to net capital not to exceed 15 to

Net capital is computed under the basic method permitted by the Rule which requires

minimum net capital to be $100000 at December 31 2011 The Companys net capital

was $729805 or $629805 in excess of its minimum net capital requirement at

December 31 2011 The Companys ratio of aggregate indebtedness to net capital was

1.65 to

Detwiler Fenton Co is fully disclosed broker-dealer with NFS At December 31
2011 the minimum net capital requirement under the terms of the agreement with NFS is

$250000 Also under the terms of that agreement the Company maintains clearing

deposit of $75000 with NFS at December 31 2011

computation of the reserve requirement is not applicable as the Company qualifies for

exemption under Rule 5c3-3k2ii

FIXED ASSETS NET

Fixed assets net at December 31 2011 follow

Furniture and equipment 416540

Leasehold improvements 29049

445589
Less accumulated depreciation and amortization 236318

209271

Depreciation and amortization expense was $81743 for the year ended December 31
2011 Total rent expense including real estate taxes and utilities was $622468 for the

year ended December 31 2011

Future minimum annual lease payments under non-cancelable lease agreements

outstanding at December 31 2011 follow

Year

2012 612150

2013 302764

Total 914914



Detwiler Fenton Co

Notes to Financial Statements Continued

SALARIES BONUSES AND COMMISSIONS PAYABLE

Salaries bonuses and commissions payable at December 31 2011 are comprised of the

following

Capital markets current bonus 158965

Capital markets current commissions 150906

Capital markets accrued contingent deferred bonus 486935

Private client current commissions 11404

Salaries and employment tax accruals 159986

968196

Capital markets sales employees earn compensation based upon the level of gross

commission revenues generated Capital markets research employees earn bonuses based

upon commission revenues less salary draws and other costs with 70% payable in the

current year and 30% allocated to deferred pool as further described below

Deferred bonus payments are contingent upon continuing employment and are paid in

equal installments over three-year vesting period Unvested deferred bonuses are

forfeited upon termination If there is general reduction in the workforce of the

Company such as layoff unvested contingent deferred bonuses will become payable to

employees 60 days after termination of employment The unvested and therefore

unrecorded contingent deferred bonus obligation at December 31 2011 was $1036403

before related income tax effects

Activity in accrued contingent deferred bonus payable for the year ended December 31
2011 follows

Balance at beginning of year 440092

Additions from the accrual of the unrecorded

contingent deferred bonus 431843

Payments 385000

Balance at end of year 486935

10



Detwiler Fenton Co

Notes to Financial Statements Continued

INCOME TAXES

The income tax expense for the year ended December 31 2011 follows

Current

Federal 106883

State 5121

Total current 112004

Deferred federal 15006

Deferred state 3835

Change in valuation reserve 12852

Total deferred 31693

Total income tax expense 143.697

Actual income tax expense differs from the amount expected using the statutory federal

tax rate for the year ended December 31 2011 as follows

Expected income tax expense using statutory federal

income tax rate of 34% 69910

Effects of

Meals and entertainment 16631

Non-deductible expense 13600

Change in valuation reserve 12852

State income taxes net of federal tax benefit 5914

Stock-based compensation 2601
Other 27391

Total income tax expense effective rate of 69.9% 143697

Components of deferred income taxes at December 31 2011 follow

Accrued liability 24575

Charitable contributions 14132

Deferred compensation 7965

Depreciation 20968
25704

Less valuation reserve 12852

Total deferred income taxes 12852

11



Detwiler Fenton Co

Notes to Financial Statements Continued

INCOME TAXES concluded

The Company has determined that it is more likely than not that 50% of the deferred

income tax assets may not be realized through future taxable income Therefore $12852

valuation reserve was recorded in the year ended December 31 2011

EMPLOYEE BENEFIT PLAN

The Company has 401k Plan whereby substantially all of its employees participate in

the Plan Employees may contribute up to 50 percent of their compensation subject to

certain limits based on federal tax laws The Company makes matching contributions

equal to 50 percent of the first percent of an employees compensation contributed to the

Plan Matching contributions vest to the employee equally over five-year period For the

year ended December 31 2011 the Companys matching contribution expense attributable

to the Plan was $134395 of which $13811 in forfeitures was used by the Company to

fund its obligation

COMMITMENTS AND CONTINGENCIES

The Company from time to time is subject to legal proceedings and claims which arise in

the normal course of its business Management believes that resolutions of these matters

will not have material adverse effect on the Companys results of operations or financial

condition

In the normal course of business the Company may enter into contracts and agreements

that contain variety of representations and warranties which provide general

indemnifications The maximum exposure to the Company under these arrangements is

unknown as this would involve future claims that may be made against the Company that

have not yet occurred However based on experience the Company expects the risk of

loss to be remote

CONCENTRATIONS OF CREDIT RISK AND OFF-BALANCE SHEET CREDIT
RISK

The Company clears all of its securities transactions through clearing broker on fully-

disclosed basis Pursuant to the terms of the agreement between the Company and the

clearing broker the clearing broker has the right to charge the Company for losses that

result from counterpartys failure to fulfill its contractual obligations

12



Detwiler Fenton Co

Notes to Financial Statements Concluded

CONCENTRATIONS OF CREDIT RISK AND OFF-BALANCE SHEET CREDIT
RISK concluded

As the right to charge the Company has no maximum amount and applies to all trades

executed through the clearing broker the Company believes there is no maximum amount

assignable to this right During 2011 the Company paid no claims to the clearing broker

related to these guarantees

In addition the Company has the right to pursue collection or performance from the

counterparties who do not perform under their contractual obligations The Company

monitors the credit standing of the clearing broker and all counterparties with which it

conducts business

10 RELATED PARTY TRANSACTIONS

The Company provides certain executive financial computer systems and support

insurance professional services human resources and compliance services to certain

affiliated companies of its Parent The affiliates reimburse the Company on monthly

basis in the form of management fee For the year ended December 31 2011 Detwiler

Fenton Co was reimbursed $144000 in management fees by the affiliated companies

for such services representing the approximate costs incurred by the Company At

December 31 2011 the Company is owed $183713 from affiliates and has recorded as an

asset in the statement of financial condition At December 31 2011 the Company owes

affiliates $6249 which is included within accounts payable and accrued liabilities in the

statement of financial condition

The Companys Parent has an equity incentive plan in which it grants options on the

Parents common stock to employees of the Company Accordingly the Company absorbs

the stock-based compensation and records corresponding amount to additional paid in

capital related to these option grants For the year ended December 31 2011 the Company

recorded $7650 adjustment related to prior grant

On December 31 2011 DFG forgave the net balance of the Companys intercompany

payable The forgiveness of this intercompany payable is recorded as income of $18216 in

the statement of income for the year ended December 31 2011

Due to the aforementioned related party transactions the financial statements of the

Company may not be indicative of the financial position results of operations or cash flows

that would have been reported if the Company had conducted its operations as an

unaffiliated entity

13



Net Capital

Total stockholders equity 1413923

Less non-allowable assets

Employee receivable 14500
Income taxes receivable 152160
Deferred income taxes 12852
Fixed assets net 209271

Prepaid expenses and other assets 88611
Due from affiliate 183713

Total non-allowable assets 661107

Less deductions and/or charges

Fidelity bond 23000

Total non-allowable assets and deductions and/or charges 684107

Net capital before haircuts on securities positions 729816

Less haircuts on securities positions 11

Net Capital 729805

Minimum net capital required 100000

Excess Net Capital 629805

Schedule of Aggregate Indebtedness

Aggregate indebtedness

Percentage of aggregate indebtedness to net capital
_______________

Note No material differences exist between the above computation of net capital and the

computation included in the Companys corresponding unaudited FOCUS report on Form X-17-

Part hA filing at December 31 2011

1202975

165%

Detwiler Fenton Co

Computation of Net Capital Under SEC Rule 15c3-1

atDecember3l2011

14



WOLF
COMIANY PC

Report of Independent Auditors on Internal Control

Required by SEC Rule 17a-5g1
for Broker Claimingan Exemption from Rule 15c3-3 of

the Securities and Exchange Commission

To the Board of Directors of Detwiler Fenton Co

In planning and performing our audit of the financial statements and supplemental schedules of Detwiler

Fenton Co 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 internal control

over fmancial reporting internal control as basis for designing our auditing procedures for the purpose

of expressing our opinion on the fmancial 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-5gl 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 and net capital under Rule 7a-3al 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 Detwiler Fenton Co in any of the following

Making quarterly securities examinations counts verifications and comparisons and recordation

of differences required by Rule 7a-l

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 above-mentioned objectives Two of the

MEMBER OF PKF NORTH AMERICA 99 HiGH STREET BOSTON 02110-2320 517-439-9700
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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 fmancial

statements in conformity with generally accepted accounting principles Rule 17a-5g 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

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

employees in the normal course of performing their assigned functions to prevent or detect

misstatements on timelybasis deficiency in design exists when control necessary to meet the

control objectives is missing or when an existing control is not properly designed so that even if the

control operates as designed the control objective would not be met deficiency in operation exists

when properly designed control does not operate as designed or when the person performing the control

does not possess the necessary authority or competence to perform the control effectively

signflcant deficiency is deficiency or combination of deficiencies in internal control over fmancial

reporting 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 over financial

reporting such that there is reasonable possibility that material misstatement of the companys annual

or interim financial statements will not be prevented or detected on timelybasis

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 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

16



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 7a-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

1ti
Boston Massachusetts

February 23 2012

17


