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OATH OR AFFIRMATION

Katherine Anderson

12/31/2012

swear or affirm that to the best of

_______________________________
as

are true and correct further swear or affirm that

FINOP

Title

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

Northwest Investment Advisors Inc

classified solely as that of customer except as follows

of _____________________________________________ ________

neither the company nor any partner proprietor principal officer or director has any proprietary interest in any account

Signature

Notary

This report contains check all applicable boxes
121 Facing Page

IZI Statement of Financial Condition

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

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

Statement of Changes in Liabilities Subordinated to Claims of Creditors

121 Computation of Net Capital

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

IZI Information Relating to the Possession or Control Requirements Under Rule 5c3-3

121 Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 15c3-l 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

121 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 ofthisfihing see section 240.1 7a-5e3
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Report on the Fmancial Statements

We have audited the accompanying financial condition of Northwest Investment Advisors Inc

NWJA Washington Corporation of December 312012 and 2011 and the related statements

of income changes in stockholders equity and cash flows for the years then ended that are filed

pursuant to Rule l7a-5 under the Securities Exchange Act of 1934 and the related notes to the

financial statements

Auditors Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits We
conducted our audits accordance with auditing standards generally accepted in the United States

of Americ Those standards require that we plan and perform the audits to obtain reasonable

assurance about whether the financial statements are free of material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures

in the financial statements The procedures selected depend on the auditofs judgment including the

assessment of the risks of material misstatement of the financial statements whether due to fraud or

error In making those risk assessments the auditor considers internal control relevant to NWJAs
preparation and fair presentation of the financial statements in order to design audit procedures that

are appropnate in the circumstances but not for the purpose of expressing an opinion on the

effectiveness of NWINs internal control Accordingly we express no such opinion An audit also

includes evaluating the appropriateness of accounting policies used and the reasonableness of

significant accounting estimates made by management as well as evaluating the overall presentation

of the financial statements

We believe that the audit evidence we have obtained is sufflcient and appropnate to provide basis

for our audit opinion

INDEPENDENT AUDITORS REPORT

BoÆdof Directors

Notthwest Investment Advisors Inc

South Washington Suite 210

Spokane .Wasbiigton 99201

Managements Responsibthty for the Financial Statements

Management isjesponsible for the preparation and fair presentation of these financial statements in

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

includes the design implepientation and maintenance of internal control relevant to the preparation

and fair presentation of financial statements that are free from material misstatement whether due to

fraud or error



INDEPENDENT AUDITORS REPORT Continued

Opmion

In our opinion the fmancial statements referred to above present fairly in all material respects the

financial position of Northwest Investment Advisors Inc as of December 31 2012 and 2011 and

the results of its operations changes in stockholders equity and cash flows for the years then ended

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

Ct fL

Spokane Washington

February 112013
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NORTHWEST INVESTMENT ADVISORS INC

Spokane Washington

STATEMENTS OF FINANCIAL CONDITION

As of December 31 2012 and 2011

2012 2011

ASSETS

Cash 70101 24407

Central registration depository account 95 289

Commissions receivable 32794 24209

Deposit with clearing agent 15000 15000

Property and equipment net 828 373

118818 64278

LIABILITIES

Accounts payable and accrued expenses 17684 19297

STOCKHOLDERSt EQUITY
Common stock no par value 15583 15583

Retained earnings 85551 29398

Total stockholderst equity 101134 44981

118818 64278

The accompanying notes are an integral part of these financial statements
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NORTHWEST INVESTMENT ADVISORS INC

Spokane Washington

STATEMENTS OF INCOME

For the years ended December 31 2012 and 2011

2012 2011

REVENUES

Commissions 440187 301868

Insurance agency revenue 27649 29814

Advisory fees 27841 20328

Interest earned 48

Total revenues 495682 352058

EXPENSES

Advertising 5201 3926

Clearing charges 15787 14207

Commissions 63495 58945

Continuing education 69

Consulting fees 15489 11263

Depreciation 1505 794

Insurance 1456 1127

Interest 26

Legal and accounting fees 7761 8616

Licenses fees dues and subscriptions 8812 7866

Office and administration 5204 5566

Rent and parking net 20998 18748

Repairs and maintenance 906 936

Salaries and wages 243575 146691

Software and computers 16720 27878

Taxes 16215 20643

Telecommunications 7529 7337

Travel 3388 450

Utilities 3318 2928

Total expenses 437359 338016

NET INCOME 58323 14042

The accompanying notes are an integral part of these financial statements
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NORTHWEST INVESTMENT ADVISORS iNC

Spokane Washington

STATEMENTS OF CHANGES iN STOCKHOLDERS EQUITY

For the years ended December 31 2012 and 2011

Additional Total

Common Stock Paid in Retained Stockholders

Shares Amount Capital Earnings Equity

Balance as of December 31 2010 66667 44000 7000 22439 73439

Redemption of stock 33334 28417 7000 10417 25000

Dividends Paid 17500 17500

Net income
____________ ____________ 14042 14042

BalanceasofDecember3l2011 33333 15583 29398 44981

Redemption of stock

Dividends Paid 2170 2170

Net income ____________ 58323 58323

BalanceasofDecember3l2012 33333 15583 85551 101134

The accompanying notes are an integral part
of these financial statements
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NORTHWEST INVESTMENT ADVISORS INC

Spokane Washingtoti

STATEMENTS OF CASH FLOWS

For the years ended December 31 2012 and 2011

2012 2011

CASH FLOWS PROVIDED USED BY OPERATIONS

Net income 58323 14042

Adjustments needed to reconcile net income to

net cash flows used by operating activities

Depreciation 1505 794

Decrease increase in central registration depository accour 194 284
Decrease increase in commissions receivable 8585 5399

Increase decrease in accounts payables and accrued

expenses 1613 2256

Net cash flows provided by operating activities 49824 17695

CASH FLOWS USED BY INVESTING ACTiVITIES

Purchase of equipment 1960

CASH FLOWS USED BY FINANCING ACTIVITIES

Redemption of common stock 25000
Dividends paid 2170 17500

Net cash flows used by financing activities 2170 42500

NET INCREASE DECREASE IN CASH 45694 24805

CASH BALANCE Beginning of year 24407 49212

CASH BALANCE Ending of year 70101 24407

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION

Interest paid 26

The accompanying notes are an integral part of these financial statements
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NORTHWEST INVESTMENT ADVISORS INC

Spokane Washington

NOTES TO FINANCIAL STATEMENTS
December 31 2012 and 2011

NOTE 1- ORGANIZATION AND NATURE OF OPERATIONS

Northwest Investment Advisors Inc NWIA was incorporated February 25 2000 in Spokane

Washington NWIA is an Introducing Broker in securities which is non-clearing securities

broker/dealer fully disclosed NWIA accepts customer orders but elects to clear the orders

through another broker NWIA is registered with the Securities and Exchange Commission

SEC and licensed by the Financial Industry Regulatory Authority FINRA FINRA was

created in July 2007 through the consolidation of the National Association of Securities Dealers

NASD and the member regulation enforcement and arbitration functions ofthe New York

Stock Exchange

NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

This summary of significant accounting policies of NWIA is presented to assist in understanding

its financial statements The financial statements and notes are representations of NWIAs
management who is responsible for the integrity and objectivity of the financial statements

These accounting policies conform to accounting principles generally accepted in the United

States of America and have been consistently applied in the preparation of the financial

statements

Basis of Presentation The financial statements of NWJA are prepared using the accrual basis of

accounting with fiscal year-end of December 31

Use of Estimates The preparation of financial statements in conformity with accounting

principles generally accepted in the United States of America requires the management of NWIA
to make estimates and assumptions that affect certain reported amounts and disclosures

Accordingly actual results may differ from those estimates

Cash Equivalents For purposes of the statement of cash flows NWIA considers investments

which are not subject to withdrawal restrictions and can be converted to cash on short notice and

are used in the operating activities of the company specifically cash in demand accounts at

financial institutions to be cash equivalents

Commissions Receivable Commissions receivable are recorded when purchase and sale orders

are issued and are presented in the balance sheet net of an allowance for doubtful collection In

the opinion of management substantially all receivables are collectible in full As such no

provision for an allowance for doubtful collection has been recorded in these financial

statements All receivables are current and less than ninety days No receivables are

collateralized

Property and Equipment Property and equipment is stated at cost and is depreciated by

straight-line and accelerated methods over the estimated useful lives of the various assets

Management estimates the useful lives of the following assets to be

Office equipment and furnishings years

Software -5 years
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NORTHWEST INVESTMENT ADVISORS INC

Spokane Washington

NOTES TO FINANCIAL STATEMENTS
December 31 2012 and 2011

NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES Continued

Commission revenue and related clearing expenses Commission revenue and related clearing

expenses are recorded on trade-date basis as securities transactions occur

Advertising Advertising costs are expensed as incurred

Compensated Absences Employees of NWIA are entitled to paid vacation and paid sick days

based on various factors It is impracticable to estimate the amount of compensation for future

absences and accordingly no liability has been recorded in the accompanying financial

statements NWIAs policy is to recognize the costs of compensated absences when actually

paid

Federal Income Taxes NWIA with the consent of its shareholders elected to be taxed under

provisions of Subchapter of the Internal Revenue Code Under those provisions NWIA does

not pay federal corporate income taxes on its taxable income Instead corporate taxable income

is taxed directly to its shareholder As such no provisions for income taxes have been recorded

in these fmancial statements

NWIA is subject to audit or examination by various regulatory jurisdictions As of February 11

2013 there were no audits or examinations in progress With few exceptions as of December

31 2012 NWIA was no longer open to audit or examination for fiscal years ended prior to

December 31 2009

NOTE 3- CENTRAL REGISTRATION DEPOSITORY ACCOUNT

NWIA maintains central registration depository CRD account which is used to settle fees

charged to NWIA by FINRA NWIA is required to maintain positive balance in this account

NOTE 4- DEPOSIT WITH CLEARING AGENT

NWIA maintains deposit account with Steme Agee Leach Inc The account is used to

guarantee funds available for trading activity and requires minimum deposit balance of

$15000
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NORTE WEST INVESTMENT ADVISORS INC

Spokane Washington

NOTES TO FINANCIAL STATEMENTS

December 31 2012 and 2011

NOTE 5- PROPERTY AND EOUIPMENT

As of December 31 2012 and 2011 property and equipment was summarized as follows

2012 2011

Office equipment and furniture 25337 23378

Software 8.302 8302

33639 31680

Less Accumulated depreciation 32811 31307
828 373

For the years ended December 31 2012 and 2011 depreciation expense totaled $1504 and $794

respectively

NOTE 6- COMMON STOCK

During the year ended December 31 2011 the corporation entered into stock redemption

agreement with the estate of Mr Kevin King the Estate NWIA redeemed all common stock

owned by the Estate 33334 shares

As of December 31 2012 and 2011 there were iooooo shares authorized and 33333issued

and/or outstanding

NOTE 7-LEASES

NWJA leases office space through November 30 2015 under non-cancelable lease agreement

The terms of the lease are personally guaranteed by the stockholder Under the terms of the lease

agreement monthly rental rates are as follows

December 2012 through November 30 2013 1302

December 2013 through November 30 2014 1341

December 2014 through November 30 2015 1381

For the years ended December 31 2012 and 2011 rental payments for this office space totaled

$21598 and $22063 respectively

Future minimum rental payments under the lease agreement for the years ending December 31
2013 through 2015 are as follows

2013 15663

2014 16132

2015 15191
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NORTHWEST INVESTMENT ADVISORS NC
Spokane Washington

NOTES TO FINANCIAL STATEMENTS

December 31 2012 and 2011

NOTE 7- LEASES Continued

In February 2008 NWIA entered into sublease agreement of office space on month-to-month

basis The sublease agreement is accounted for as reduction of rental expense For the years

ended December 31 2012 and 2011 sublease proceeds totaled $600 and $3315 respectively

In October 2012 NWIA entered into new lease agreement for copier expiring on September

30 2017 Under the terms of the lease agreement NWIA is required to make base lease

payments of $130 plus sales tax For the year ended December 31 2012 rental charges totaled

$366

Future minimum rental payments under the lease agreement for the years ending December 31

2013 through 2017 are as follows

2013 1560

2014 1560

2015 1560

2016 1560

2017 1170

NOTE 8- SUBSCRIPTION AGREEMENT

During the year ended December 31 2011 NWIA entered into subscription agreement for the

use of software through June 2014 Under the terms of the subscription agreement NWIA is

required to make quarterly payments of $1519 For the year ended December 31 2012

subscription charges totaled $4556

Future minimum subscription payments under the agreement for the years ended December 31
2013 through 2014 are as follows

2013 6075

2014 2532

NOTE 9- NET CAPITAL REOUIREMENTS

NWIA is subject to the Securities and Exchange Commission Uniform Net Capital Rule SEC
rule 15c3-l which requires the company must maintain minimum net capital as defmed by

statute of $5000 requires that the ratio of aggregate indebtedness to net capital as defined by

statute shall not exceed 15 to The rule further provides that equity capital may not be

withdrawn or cash dividends paid ifthe resulting ratio of aggregate indebtedness to net capital

would exceed 10 to As of December 31 2012 and 2011 NWIA had net capital of $99365

and $43712 respectively and aggregate indebtedness of $17684 and $19297 respectively

resulting in ratio of aggregate indebtedness to net capital of .1780 to as of December 31 2012

and .4415 to asofDecember3l 2011
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NORTHWEST INVESTMENT ADVISORS INC

Spokane Washington

NOTES TO FINANCIAL STATEMENTS

December 31 2012 and 2011

NOTE 10- SUBSEQUENT EVENTS

There are no events between December 31 2012 and February 11 2013 the date the fmancial

statements were available to be issued that if disclosed would influence the readers opinion

concerning these financial statements

11



We have audited the accompanying financial statements of Northwest Investment Advisors Inc as

of and for the year ended December 31 2012 and have issued our report thereon dated February 11

2013 which contained an unmodified opinion on those financial statements Our audit was

performed for the purpose of forming an opinion on the basic financial statements taken as whole

The supplementary information contain in Schedules 11111 and IV required by Rule 17a-5 under

the Securities Exchange Act of 1934 is presented forpurposes of additional analysis and not

required part
of the financial statements Such information is the responsibthty of management and

was derived from and relates directly to the underlying accounting and other records used to prepare

the financial statements The information in Schedules 111 ifi and IV has been subjected to the

auditing procedures applied in the audit of the flnarieial statements and certain additional procedures

including comparing and reconciling such information directly to the underlymg accounting and

other records used to prepare the financial statements or to the financial sta1ements themselves and

other additional procedures in accordance with auditing standards generally accepted in the Umted

States of America In our opinion the information in Schedules 111 ifi and IV is fairly stated in all

material respects in relation to the financial statements as whole

LLC

Spokane Washington

February 112013

PATRICKA TERHAAR

JAMES HARLESS C.P.A

DARCY SIQOTHAUG CPA

SCOfl OPPERUDC.P.A

U.S BANK RIJILDING

422 RI VERSIIYE STE 1420

SPOKANE WA 9920O395

500 7472158 FAX 509 4582723

www.schoedel.com

INDEPENDENT AUDITORS REPORT ON SUPPLEMENTARY

INFORMATION REqUIRED BY RULE 7Æ-5TJDER

SECURITIES A1D EXCHANGE ACT OF 1934

Board ofDiretors

Nthwest Investment Advisors Inc

Spokane Washington.
..
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NORTHWEST INVESTMENT ADVISORS INC

Spokane Washington

Schedule

Computation of Net Capital Under Rule 15c3-1 of the

Securities and Exchange Commission

As of December 31 2012

Total stockholdefs equity 101 134

Deductions and/or charges

Non allowable assets

CRD account 95

Furniture equipment net 828

Total non allowable assets 923

Net capital before haircuts on securities positions 100211

Haircuts on securities

Other securities 846

Net capital 99365

Aggregate indebtedness

Items included in balance sheet

Accounts payable and accrued expenses 17684

Computation of basic net capital requirement

Minimum net capital required 1179

Minimum net capital required to distribute equity 1768

Minimum dollar net capital required of reporting broker 5000

Net capital in excess of minimum dollar net capital

required of reporting broker 94365

Net capital in excess of net capital required 98186

Net capital in excess of net capital required to distribute equity 97597

Ratio Aggregate indebtedness to net capital .1780 to

Reconciliation with companys computation included in Part II of

FormX-l7 A-5 as of December 31 2012

Net capital as reported in Part II unaudited Focus Report 105575

Subsequent adjustments

Additional accounts payable and accrued expenses 6210

Net capital per above 99365

See the accompanying independent auditors report on supplementary information
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NORTHWEST INVESTMENT ADVIORS INC

Spokane Washington

Schedule II

Computation for Determination of Reserve Requirements

Pursuant to Rule 15c3-3 of the Securities and Exchange Commission

As of December 31 2012

Northwest Investment Advisors Inc is an introducing broker only and claims exemption from Rule

5c3-3 under Section k2ii All customer transactions are cleared through another broker on

fully disclosed basis This computation is not applicable

Schedule III

Information Relating to Possession or Control Requirements

Under Rule 15c3-3 of the Securities and Exchange Commission

As of December 31 2012

Northwest Investment Advisors Inc is an introducing broker only and claims exemption from Rule

5c3-3 under Section k2ii All customer transactions are cleared through another broker on

fully disclosed basis This ºomputation is not applicable

Schedule IV

Schedule of Segregation Requirements and Funds

In Segregation for Customers Regulated

Commodity Futures and Options Accounts

As of December 31 2012

Northwest Investment Advisors Inc is an introducing broker only and claims exemption from Rule

15c3-3 under Section k2ii All customer transactions are cleared through another broker on

fully disclosed basis This computation is not applicable

See the accompanying independent auditors report on supplementary information
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ll8Bh DARCYA SKJOTHAUG CPA
CFA2045S2723

CERTIFEÔ SCOTTA OPPERDCP.A
www.schoedel.com

D1DEPENDE.NT AUDITORS REPORT ON THE INtERNAL CON
Board of Directors

Northwest Investment Advisors Inc

Spokane Washington

In plannrng and performing our audit of the fiiancial statements of Northwest Investment Advisors

Inc NWIA as of and for the year ended December 312012 in accordance with auditing standards

generally accepted in the United States of Annca we considered the Companys internal control

over financial reporting mternal control as basis
for designing our auditing procedures for the

purpose of expressing our opinion on the
finaicia1 statements but not for the purpose of expressing

an opinion on the effectiveness of NWJAs mtemal control Accordingly we do not express an

opinion on the effectiveness of NWIAs
mterra1

control

Also as required by rule 17a-5g1 of the Securities and Exchange Commission SEC we have

made study of the practices and procedures oUowed by NWTA including consideration of control

activities for safeguarding securities This stuy 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-3al and for

determining compliance with the exemptive povisions of Rule 5c3-3 Because NWIA does not

carry securities accounts for customers or perform custodial functioxis relating to customer securities

we did not review the practices and procedurek followed by NWIA in any of the following

Making quarterly securities examinations counts verifications and comparisons and

recordation of differences required by Rule 7a- 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 NWIA is responsible for establishing and maintaining an internal control and

the practices and procedures referred to in the preceding paragraph In fulfl1rng this responsibility

estimates and judgments by management are required to assess the expected benefits and related

costs of control 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 nbt absolute assurance that assets for which NWIA has

responsibility are safeguarded against loss
fton

unauthorized use or disposition and that

transactions are executed in accordance with planagements 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
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INDEPENDENT AUDITORS REPORT ON THE INTERNAL CONTROL STRUCTURE

Continued

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 signfIcant 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 fmancial 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 defmed 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 material inadequacy for

such purposes Based on this understanding and on our study we believe that NWIAs practices and

procedures as described in the second paragraph of this report were adequate as of December 31
2012 to meet the SECs objectives

This
report

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

the SEC the FINRA 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

/e%Lh/ PLL

Spokane Washington

February 11 2013
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