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OATH OR AFFIRMATION

1, Richard S. Babjak , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
World Equity Group, Inc.

, as
, are true and correct. I 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:

of December 31 ;2016

None

D A1)
KX —
~ \—"ggnature
ftl,f”,gy 27, 2007 President

Title

/ Official Seal
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This report ** contains (check all applicable boxes): vission By Hinois

My Commission Expires 02/1 8/2021

(a) Facing Page.

(b) Statement of Financial Condition.

(c) 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.

() AReconciliation, 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.

(D An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report.
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OOx

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

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

ACCOUNTANTS a4 ADVISORS

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of
World Equity Group, Inc.

We have audited the accompanying statement of financial condition of World Equity Group, Inc.
(the “Company”) as of December 31, 2016 and the related notes to the financial statement. This
financial statement is the responsibility of the Company’s management. Our responsibility is to
express an opinion on this financial statement based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the statement of financial condition is free of material
misstatement. The Company is not required to have, nor were we engaged to perform, an audit of
its internal control over financial reporting. Our audit included consideration of internal control
over financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion of the effectiveness of the
Company’s internal control over financial reporting. An audit also includes examining, on a test
basis, evidence supporting the amounts and disclosures in the statement of financial condition,
assessing the accounting principles used and significant estimates made by management, as well
as evaluating the overall statement of financial position presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the statement of financial condition referred to above presents fairly, in all material
respects, the financial position of World Equity Group, Inc. as of December 31, 2016 in accordance
with accounting principles generally accepted in the United States of America.

Moreuwn LLF

Deerfield, IL
February 27, 2017
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World Equity Group, Inc.

Statement of Financial Condition
December 31, 2016

‘ ASSETS
| Cash and cash equivalents $ 1,178,143
| Receivable from and deposits with clearing broker-dealers 409,957
! Securities owned, at fair value 10,170
i Commissions receivable 356,811
| Prepaid expenses 77,339
§ Furniture, equipment and leasehold improvements, net of accumulated
: depreciation of $196,131 114,897
1 Other assets 64,486
‘ TOTAL ASSETS $ 2,211,803
LIABILITIES
Accounts payable and accrued expenses $ 405,725
Accrued commissions 892,847
Deferred clearance fee credit 33,333
TOTAL LIABILITIES 1,331,905

STOCKHOLDERS' EQUITY

Common Stock 1,038
Additional paid-in capital 582,850
Retained earnings 296,010
TOTAL STOCKHOLDERS' EQUITY 879,898
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 2,211,803

The accompanying notes are an integral part of these financial statements.
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World Equity Group, Inc.
Notes to Statement of Financial Condition
December 31, 2016

Note (1)

Nature of Operations and Summary of Significant Accounting Policies

A.

Nature of Operations

World Equity Group, Inc. (the "Company") is a registered securities broker-dealer and
investment advisor. The Company provides brokerage, investment advisory and venture
capital advisory services to retail customers and institutional clients primarily in the United
States. Customer transactions are cleared through other clearing brokers on a fully disclosed
basis.

The Company operates under the provisions of Paragraph (k)(2)(ii) of Rule 15¢3-3 of the
Securities Exchange Act of 1934 and, accordingly, is exempt from the remaining provisions
of that rule. Essentially, the requirements of Paragraph (k)(2)(ii) provide that the Company
clear all transactions on a fully disclosed basis with a clearing broker-dealer, and promptly
transmit all customer funds and securities to the clearing broker-dealer. The clearing broker-
dealer carries all the accounts of the customers and maintains and preserves all related books
and records as are customarily kept by a clearing broker-dealer.

Cash Equivalents

The Company considers cash equivalents to be all highly liquid investments with a maturity
of three months or less when purchased.

Cash Balances in Excess of Insured Amounts

The Company maintains its cash in accounts which, at times, may exceed federally insured
limits. The Company has not experienced any losses due to these limits.

Revenue Recognition

Customers' securities transactions and the related commission income and commission and
clearing expense are recorded on a trade date basis. Investment advisory fees are recognized
when earned.

Securities Owned

Securities owned consist of a money market fund. Securities transactions and related
revenue and expenses are recorded on a trade-date basis as if they had settled. Securities
are stated at fair value with the related changes in unrealized appreciation or depreciation
reflected in other income.

Furniture, Equipment and Leasehold Improvements

Furniture, equipment and leasehold improvements are carried at cost. Depreciation is
provided using the straight-line method over their estimated useful lives. Leasehold
Improvements are amortized over the lesser of their useful lives or the terms of the
underlying lease. Furniture and Equipment are depreciated over periods of five to seven
years.



World Equity Group, Inc.
Notes to Statement of Financial Condition
December 31, 2016

Note (1)

Nature of Operations and Summary of Significant Accounting Policies — Continued

G. Deferred Clearance Fee Credit

Clearing broker incentive fees are recognized as deferred clearing fee credits, amortized on
a straight line basis over the amended agreement term, and netted against brokerage,
exchange and clearance fees in the statement of operations.

. Advertising

The Company expenses advertising as incurred. Advertising expense was $183,984 for the
year ended December 31, 2016.

Income Taxes

The Company accounts for income taxes under the liability method as prescribed by
accounting principles generally accepted in the United States of America. Deferred tax
assets and liabilities are recognized for the future tax consequences attributable to the
differences between the financial statement carrying amounts of existing assets and
liabilities and their respective tax bases, including net operating losses. Future tax benefits
are recognized only to the extent that realization of such benefits, in the opinion of
management, is more likely thannot. As of December 31,2016, the Company has a deferred
tax asset of $14,866 arising primarily from the tax effect of the cumulative deferred
clearance fee credit of $33,333 as of December 31, 2016, which is included in other assets
on the statement of financial condition and there is no valuation allowance. Income taxes
paid for the year ended December 31, 2016 was $15,542.

The Company accounts for any potential interest or penalties related to the possible future
liabilities for unrecognized income tax benefits as appropriate. The Company is no longer
subject to examination by tax authorities for federal, state or local income taxes for periods
before 2013.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. While actual results may
differ from those estimates, management does not expect the differences, if any, to have a
material effect on the financial statements.



World Equity Group, Inc.
Notes to Statement of Financial Condition
December 31, 2016

Note (2)  Fair Value of Financial Instruments

FASB ASC 820 defines fair value as the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants at the measurement
date. It describes three approaches to measuring the fair value of assets and liabilities: 1) the
market approach, 2) the income approach and 3) the cost approach. Each of these approaches
includes multipie valuation techniques. It does not prescribe which valuation technique should
be used when measuring fair value, but does establish a fair value hierarchy that prioritizes the
inputs used in applying the various techniques. Inputs broadly refer to the assumptions that
market participants use to make pricing decisions, including assumption about risk. Level 1
inputs are given the highest priority in the hierarchy while Level 3 inputs are given the lowest
priority. Assets and liabilities carried at fair value are classified in one of the following three
categories based upon the nature of the inputs to the valuation technique used:

e Level 1 — Observable inputs that reflect unadjusted quoted prices for identical assets or
liabilities in active markets that the Company can access at the measurement date.

e Level 2 — Inputs other than quoted prices included within Level 1 that are observable
for the asset or liability either directly or indirectly.

e Level 3 — Unobservable inputs for the asset or liability.

The following table sets forth, by level within the fair value hierarchy, the Company’s assets that
were accounted for at fair value on a recurring basis as of December 31, 2016. As required by
the fair value measurements and disclosures topic, these assets are classified in their entirety
based on the lowest level input that is significant to the fair value measurement. The Company’s
assessment of the significance of a particular input to the fair value measurement requires
judgment and may affect their placement within the fair value hierarchy levels.

Fair Value Measurements at Reporting Date Using

Quoted Prices in

Active Markets Significant
Fair Values as of for Identical Significant Other Unobservable
December 31, Assets Inputs Inputs
Description 2016 (Level 1) (Level 2) (Level 3)
Securities Owned
Money market

funds $ 10,170  § 10,170 § 0 %
Total Securities
Owned $ 10,170 $ 10,170 $ 0 S




World Equity Group, Inc.
Notes to Statement of Financial Condition
December 31, 2016

Note (3)

Receivable From and Deposits with Clearing Broker-Dealers

Note (4)

The Company clears its proprietary and customer transactions through other broker-dealers on a
fully disclosed basis. At December 31, 2016, the Company had amounts due from these broker-
dealers and clearing organizations totaling $229,923, and cash on deposit of $180,034.

Net Capital Requirement

Note (5)

The Company is subject to the SEC Uniform Net Capital Rule (SEC Rule 15¢3-1), 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 1 (and the rule of the
“applicable” exchange also provides that equity capital may not be withdrawn or cash dividends
paid if the resulting net capital ratio would exceed 10 to 1). The Company is subject to the net
capital requirements equal to the greater of $50,000 or 6 2/3% of the aggregate indebtedness. At
December 31, 2016, the Company had net capital of $620,698, which was $534,127 in excess of
its required net capital of $86,571. The Company's aggregate indebtedness to net capital ratio
was 2.09 to 1.

Lease

Note (6)

The Company leases its primary office space through from an affiliated entity related through
common ownership and leases additional office space from an unrelated entity. Both leases
expire in 2019.

Future minimum rental payments to be paid by the Company, in the aggregate are as follows:
For the year ending December 31,
2017 $ 157,098

2018 161,334
2019 63,374

Total $ 381,806

Rent expense paid was $176,412 for the year ended December 31, 2016.

Employee Benefit Plan

The Company maintains a 401(k) plan for qualified employees. The Company matches 25
percent of participant contributions of up to 1 percent, and may make discretionary contributions
to the plan, subject to certain limitations as set forth in the plan agreement. The Company's
aggregate contribution to the plan for the year ended December 31, 2016 is $30,477, and is
included in accounts payable and accrued expenses in the statement of financial condition.

The Company also has a separate profit sharing plan, making discretionary contributions as
defined in the plan, subject to certain limitations set forth in the plan agreement. The Company’s
contribution to the profit sharing plan for the year ended December 31, 2016 is $150,000 and is
included in accounts payable and accrued expenses in the statement of financial condition.
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World Equity Group, Inc.
Notes to Statement of Financial Condition
December 31, 2016

Note (7)

Off Balance Sheet Risk and Concentrations of Credit Risk

Note (8)

The Company clears all of its trades through two clearing brokers on a fully disclosed basis. In
the event these counterparties do not fulfill their obligations, the Company may be exposed to
risk. The risk of default depends on the creditworthiness of the counterparty. It is the Company's
policy to review, as necessary, the credit standing of each counterparty.

Under the terms of its clearing agreements, the Company is required to guarantee the
performance of its customers in meeting contracted obligations. In conjunction with the clearing
brokers, the Company seeks to control the risks associated with its customer activities by
requiring customers to maintain collateral in compliance with various regulatory and internal
guidelines. Compliance with the various guidelines is monitored daily and, pursuant to such
guidelines, customers may be required to deposit additional collateral, or reduce positions, where
necessary. The Company may be required to pay a termination fee if the Company early
terminates an agreement. As of December 31, 2016, the termination fees under the clearing
agreements are $45,000 and $50,000, respectively.

Indemnifications

Note (9)

In the normal course of business, the Company enters into contracts that contain a variety of
representations and warranties that provide indemnifications under certain circumstances. The
Company's maximum exposure under these arrangements is unknown and the risk of loss is
remote, as it would require future claims that may be made against the Company that have not
occurred.

Contingencies

From time to time, the Company is involved in litigation arising out of the normal course of
business. As of December 31, 2016, the Company is party to certain matters for which damages
against the Company have not been determined. The Company has denied the claims and intends
to vigorously defend itself. Additionally, the Company is subject to separate and ongoing
regulatory exams by both FINRA and the SEC respectively. The outcome of these are uncertain
at this time; however, certain elements of the FINRA exams have been referred to their
enforcement division.



