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SD MAYER ASSOCIATES LLP

ACCOUNTING TAX CONSULTING WEALTH MANAGEMENT

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors

Wuiff Hansen Co Inc

We have audited the accompanying statement of financial condition of Wuiff Hansen Co Inc the Company as

of December 31 2013 that is filed pursuant to Rule 17a-5 under the Securities Exchange Act of 1934 and the related

notes to the statement of financial condition the financial statement

Managements Responsibility for the Financial Statement

Management is responsible for the preparation and fair presentation of this financial statement in accordance with

accounting principles generally accepted in the United States of America this includes the design implementation

and maintenance of internal control relevant to the preparation and fair presentation of the financial statement that is

free from material misstatement whether due to fraud or error

Auditors Responsibility

Our responsibility is to express an opinion on this financial statement 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 statement is free from

material misstatement

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

statement The procedures selected depend on the auditors judgment including the assessment of the risks of

material misstatement of the financial statement whether due to fraud or error In making those risk assessments the

auditor considers internal control relevant to the Companys preparation and fair presentation of the financial

statement in order to design audit procedures that are appropriate in the circumstances but not for the purpose of

expressing an opinion on the effectiveness of the Companys 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

statement

We believe that the audit evidence we have obtained is sufficient and appropriate to provide basis for our audit

opinion

Opinion

In our opinion the statement of financial condition referred to above
presents fairly in all material respects the

financial position of Wulff Hansen Co Inc as of December 31 2013 in accordance with accounting principles

generally accepted in the United States of America

Mye

San Francisco California

February 28 2014

235 Montgomery Street 28 Floor San Francisco CA 94104 415.691 .4040 sdmayer.com



WULFF HANSEN Co INC

STATEMENT OF FINANCIAL CONDITION

December 31 2013

ASSETS

Cash and cash equivalents 2255806

Deposits with clearing organizations and others held in cash 318613

Securities owned 278401

Accounts receivable 89490

Prepaid expenses 71497

Deferred tax asset 178000

Investments 19104

Property and equipment net 66479

Other assets 13508

Total assets 3290898

LIrnLITIES AND STOCIu-IOuERS EQuITY

Liabilities

Accounts payable and accrued liabilities 554937

Income tax payable 37430

Total liabilities 592367

Commitments

Stockholders equity

Preferred stock 6% cumulative par value $100 per share

authorized 4000 shares none issued

Common stock no par value authorized 20000 shares

issued and outstanding 382 shares in 2013 242328

Retained earnings 2456203

Total stockholders equity 2698531

Total liabilities and stockholders equity 3290898

The accompanying notes are an integral

part of this statement of financial condition



WULFF HANSEN Co INC

NOTES TO STATEMENT OF FINANCIAL CONDITION

December 31 2013

Summary of Significant Accounting Policies

Organization

Wuiff Hansen Co Inc the Company was incorporated in December 1931 and is engaged in the

investment securities business In the course of its business the company holds securities for the benefit

of customers The Company operated as clearing broker until July 2013 and elected to operate as an

introducing broker since that date Pursuant to Rule 5c3-3k ii the Company conducts business on

fully disclosed basis and does not execute or clear securities transactions for customers Accordingly

the Company is exempt from the requirement of rule 15c3-3 under the Securities Exchange Act of 1934

pertaining to the possession or control of customer assets and reserve requirements

The Company operates primarily in California and the majority of sales are within the municipal bond

stock and mutual fund markets

Cash and Cash Equivalents

For purposes of the statement of cash flows cash consists of cash in the bank The Company considers

all unrestricted highly liquid investments with an initial maturity of three months or less to be cash

equivalents At times cash balances held at financial institutions were in excess of federally insured

limits however the Company primarily places its temporary cash investments with high-credit quality

financial institutions

Securities Owned

Securities owned are composed of primarily municipal government obligations that are bought and held

principally for the purpose of selling them in the near term They are reported at fair market value with

unrealized gains and losses included in revenue see Note

Investments

Investments are composed of stock in the Nasdaq system and stock in the Depository Trust and

Clearing Corporation an industry-owned clearinghouse owned by its participants The investments are

reported at fair market value with unrealized gains and losses included in revenue

As defined in Accounting Standards Codification ASC 820 fair value is the price that would be

received to sell an asset or paid to transfer liability in an orderly transaction between market

participants at the measurement date In determining fair value management uses various methods

including market income and cost approaches Based on these approaches management often utilizes

certain assumptions that market participants would use in pricing the asset including assumptions about

risk and or the risks inherent in the inputs to the valuation technique These inputs can be readily

observable market corroborated or generally unobservable firm inputs Management utilizes valuation

techniques that maximize the use of observable inputs and minimize the use of unobservable inputs

Based on the observability of the inputs used in the valuation techniques management is required to

provide the following information according to the fair value hierarchy The fair value hierarchy ranks

the quality and reliability of the information used to determine fair values

Continued



WuLFF HANSEN Co INC

NOTES TO STATEMENT OF FINANCIAL CONDITION

December 31 2013

Summary of Significant Accounting Policies continued

In vestments continued

Financial assets and liabilities carried at fair value will be classified and disclosed in one of the following

three categories

Level 1Quoted market prices in active markets for identical assets

Leve/2Observable market based inputs or unobservable inputs that are corroborated by market

data

Level 3Unobservable inputs that are not corroborated by market data

The Companys investment in NASDAQ common stock is classified as Level The Companys
investment in common stock of the Depository Trust and Clearing Corporation is classified as Level

see Note

Property and Equipment

Office furniture and equipment ate carried at cost Depreciation is computed using the straight-line

method over the estimated useful lives of the assets that range from three to seven years
When assets

are retired or otherwise disposed of the cost and related accumulated depreciation are removed from

the accounts and any resulting gain or loss is recogniaed in income for the period The cost of

maintenance and repairs is charged to expense as incurred significant renewals and betterments are

capitalized

Accounts Receivable

Accounts receivable are stated at face amount with no allowance for doubtful accounts An allowance

for doubtful accounts is not considered
necessary

because probable uncollectible accounts are

immaterial

Income Taxes

The Company accounts for income taxes using the asset and liability method Under this method

deferred tax assets and liabilities are recognized for operating loss and tax credit carryforwards and for

the future tax consequences attributable to differences between financial statement carrying amounts of

existing assets and liabilities and their respective tax bases Deferred tax assets and liabilities are

measured using enacted tax rates expected to apply to taxable income in the years
in which those

temporary differences are expected to be recovered or settled valuation allowance is recorded to

reduce the carrying amounts of deferred tax assets unless it is more likely than not that such assets will

be realized

The Company follows accounting for uncertainty in income taxes guidance Topic 740 Accointing JŁr

Income Tax ASC 740 This interpretation requires the evaluation of tax positions taken or expected to

be taken in the course of preparing the tax returns to determine whether the tax positions are more

likely-than-not of being sustained by the applicable tax authority Tax positions not deemed to meet

the more-likely-than-not threshold would be recorded as tax benefit or expense in the current year

Continued



WuLFF HANSEN Co INC

NOTES TO STATEMENT OF FINANCIAL CONDITION

December 31 2013

Summary of Significant Accounting Policies continued

Income Taxes continued

The interpretation also provides guidance on derecognition classification interest and penalties and

disclosure The Companys policy is to recognize interest and penalties accrued on any unrecognized tax

benefits as component of income tax expense As of the date of adoption of accounting for uncertain

tax positions there was no accrued interest or penalties associated with any unrecognized tax benefits

nor was any interest expense recognized during the year

Revenue Recognition

The Company records commission income and revenue from sale of municipal bonds on trade-date

basis Investment advisory fees are recorded as revenue in the period in which the related services are

performed in accordance with the applicable agreements Municipal bond operations revenue is

recorded when underwriting services are performed and payment is received

Use of Estimates

Accounting principles generally accepted in the United States of America require management to make

assumptions in estimates that affect the amount reported in the financial statement for assets liabilities

revenues and expenses In addition assumptions and estimates are used to determine disclosure for

contingencies commitments arid other matters discussed in the notes to the fmancial statement Actual

results could differ from those estimates

Cash and Cash Equivalents

The Company maintains cash balances at various financial institutions Such deposits are and can be in

excess of Federal Deposit Insurance Corporation FDIC insured limits Historically the Company has

not experienced any loss of its cash and cash equivalents due to such concentration At December 31

2013 the amount oi cash exceeding federally insured limits was approximately $1485000

Deposits with Clearing Organizations and Others

The Company maintains cash deposits with clearing
broker and other organizations The amount of the

deposit was $318613 at December 31 2013 The cash deposit in excess of the required minimum

amounted to approximately $34000 at December 31 2013

Continued



WULFF HANSEN Co INC

NOTES TO STATEMENT OF FINANCIAL CONDITION

December 31 2013

Fair Value Measurements

Securities owned and investments at December 31 2013 are recorded at fair value as follows

Balance as of

December 31

Level Level Level 2013

Securities ownedmunicipal government

obligations at fair value $278401 278401

Investments

Stock in the Nasdaq system 11940 11940

Stock in Depository Trust and Clearing

Corporation 7164 7164

Total investments at fair value 11940 $7164 19104

The following table provides reconciliation of the beginning and ending balances for the investment in

privately held company measured at fair value using significant unobservable inputs Level

Balance as of December 31 2012 6981

Gains losses 183

Balance as of December 31 2013 7164

There were no transfers between Level Level or Level of the fair value hierarchy for the Company

during the year The Companys policy is to recognize such transfers at year-end

Property and Equipment

Property and equipment consist of the following at December 31 2013

Furniture and Fixtures 135355

Less accumulated depreciation/amorti2ation 68876

Total 66479

Depreciation expense for the
year

ended December 31 2013 was $2906

Continued



WuLFF HANsEN Co INC

NOTES TO STATEMENT OF FINANcIAL CONDITION

December 31 2013

Income Taxes

The provision for income taxes is composed of current and deferred components The current

component represents the amount of federal and state income taxes that are currently reportable to the

respective tax authorities and is measured by applying statutory rates to the Companys taxable income as

reported in its income tax returns

The provision for income taxes is composed of the following components in 2013

Current tax expense

Federal 80526

State 34504

115030

Deferred tax expense benefit

Federal 69000
State 10000

79000

Provision for income taxes 36030

Deferred income taxes are provided for the temporary differences between carrying
values of the

Companys assets and liabilities for fmancial reporting purposes and their corresponding income tax bases

These temporary differences are primarily attributable to accrued expenses and the use of different

depreciation methods for book and tax reporting that due to income tax laws and regulations become

taxable or deductible in different fiscal
years

than their corresponding treatment for fmancial reporting

purposes

The temporary differences give rise to either deferred tax asset or liability
in the fmancial statement that

is computed by applying current statutory tax rates to taxable and deductible temporary differences based

upon the classification i.e current or noncurrent of the asset or liability in the fmancial statement that

relates to the particular temporary difference Deferred taxes related to differences that are not attributable

to specific asset or liability are classified in accordance with the future period in which they are expected

to reverse and be recognized for income tax purposes

Continued



WULFF HANSEN Co INC

NOTES TO STATEMENT OF FINANCIAL CONDITION

December 31 2013

Income Taxes continued

At December 31 2013 the net deferred assets consist of the following components

Deferred tax assets

Accrued expenses 163000

Unrealized gain loss on investment 4000

Fixed asset basis difference 11000

Total deferred tax assets 178000

There was no valuation allowance for the
year

ended December 31 2013 as management believes that it is

more likely than not that the Company will generate sufficient taxable income to utilize the existing benefit

of the deferred tax assets The differences between the statutory
federal income tax rate on the Companys

income before provision for income taxes and the effective tax rate for the year ended December 31 2013

is primarily due to certain expenses deductible for financial reporting purposes that are not deductible for

tax purposes tax-exempt interest income the use of different depreciation methods between book and

tax and operating loss carryforwards

At December 31 2013 the Company had fully utilized its federal net operating loss carryforwards in 2013

At December 31 2013 the Company does not have any state carryforwards for future
years

The Companys income tax returns are subject to examination by the appropriate tax jurisdictions As of

December 31 2013 the Companys federal and state tax returns for 2010 2011 and 2012 remain open for

examination

Retirement Plans

During 2003 the Company established 401k and Profit Sharing Plan for certain full-time employees

The Plan meets the requirements of Section 401k of the Internal Revenue Code and allows employees to

elect to contribute portion of their earnings to the Plan In addition the Company may make

discretionary contributions to the Plan The amount of cost recognized during 2013 for discretionary

contributions was $52214

Commitments

Operating Leases

The Company leases real property under an operating lease agreement effective October 2009 that

expires on September 30 2014 Occupancy expense for the
years

ended December 31 2013 was

$1 66894

Continued



WULFF HANsEN Co INC

NOTES TO STATEMENT OF FINANcuL CONDITION

December 31 2013

Commitments continued

Operating Leases continued

The future minimum lease payments for
operating

leases at December 31 2013 are as follows

Payments

Year ending December 31

2014 112500

Thereafter

Total 112500

Off-Balance-Sheet Risk

In the normal course of business the Company is involved in the execution settlement and financing of

various customer and principal securities transactions Customer activities are transacted on cash or

delivery-versus-payment basis Securities transactions are subject to the risk of
counter-party or customer

non-performance However transactions are collateraliaed by the underlying security thereby reducing the

associated risk to changes in the market value of the security through settlement date

The Company also has contractual commitments arising in the ordinary course of business for bank loans

stock loans securities sold but not yet purchased repurchase agreements and securities transactions on

when-issued basis Each of these fmancial instruments contains varying degrees of off-balance sheet risk

whereby the market values of the securities underlying the financial instruments may be in excess of the

contract amount There were no off-balance sheet commitments connected with the above described

transactions at December 31 2013

10 Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule

Rule 15c3-1 which requires the maintenance of minimum net capital and requires that the ratio of

aggregate indebtedness to net capital both as defined shall not exceed 15 to At December 31 2013 the

Company had net capital of $2340787 which was $2090787 in excess of its required net capital of

$250000 The Companys aggregate indebtedness to net capital ratio was 0.25 to

11 Exemption from the SEC rule 15c3-3

As of December 31 2013 the Company is an introducing broker-dealer that clears all transactions with and

for customers on fully disclosed basis with an independent securities clearing company and promptly

transmits all customer funds and securities to the clearing company which carries all of the accounts of such

customers and maintains and preserves such books and records pertaining thereto
pursuant to the

requirements of the SEC rule 7a-3 and 7a-4 as are customarily made and kept by clearing broker or

dealer

Continued



WuLFF HANSEN Co INC

NOTES TO STATEMENT OF FINANCIAL CONDITION

December 31 2013

12 Subsequent Events

In accordance with ASC 855 Subsequent Events the Company evaluated subsequent events for recognition

and disclosure through February 28 2014 the date which this fmancial statement were available to be

issued Management concluded that no material subsequent events have occurred since December 31

2013 that required recognition or disclosure in such fmancial statement
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