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7979 E.Tufts Avenue Suite 400

RH AR DT FE Denver Colorado 80237-2843

STEINER HOTTMAN PC
303-740-9400 303-740-9009

INDEPENDENT AUDITORS REPORT

To the Member

Wedge Securities LLC

Englewood Colorado

We have audited the accompanying statement of financial condition of Wedge Securities LLC the

Company as of March 31 2010 and the related statements of income changes in members equity and cash

flows for the year then ended that you are filing 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 Our audit includes consideration of internal

control over financial reporting as basis for designing 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 over financial reporting Accordingly we express no such opinion An audit includes examining on

test basis evidence supporting the amounts and disclosures in the financial statements An audit also includes

assessing the accounting principles used and significant estimates made by management as well as evaluating

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 the Company as of March 31 2010 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 made for the purpose of forming an opinion on the basic financial statements taken as whole

The information included in the accompanying schedule is presented for additional analysis and is not

required part of the basic financial statements but is supplementary information required by Rule 17a-5 under

the Securities Exchange Act of 1934 Such information has been subjected to the auditing procedures applied

in the audit of the basic financial statements and in our opinion is fairly stated in all material respects in

relation to the basic financial statements taken as whole

Ehrhardt Keefe Steiner Hottman PC

May 2010

Denver Colorado
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\VEDCE SECURITIES LLC

Statement of Financial Condition

March 31 2010

Assets

Current assets

Cash 420.981

Commissions and fies receivable 48457

1eposit with clearing broker 225.000

Prepaid expenses 1.322

lue from member 19.051

Total current assets 744.8 11

Non-current assets

Property and equipment net 9.278

leposit 10.000

Iotal lion-current assets 29.278

Total assets 774.089

Liabilities and Members Equit

Current liabilities

Accounts payable and accrued liabilities 104881

Commissions payable member 87.600

Total current liabilities 191481

Commitments and contingencies

Members equity 58 1.608

lotal liabilities and members equitY 774.089

See notes to linancial statements



\VED SECURITIES LLC

Statement of Income

For the Year Ended March 31 2010

Commissions and tes 4.410.225

Fxpenses

Commissions
2.61 9.61

Salaries wages and benefits 523.728

Clearing costs 395.956

Professional services 342.331

Other general and administrative 137.234

Exchange fees 133.977

Trading errors 16.082

Total expenses 4.168.926

Income from operations 241 .299

Other income expense

Interest expense 789
Interest income 670

Total other expense 119

Net income 241.180

See notes to financial statements



WEI SECURITIES LLC

Statement of Changes in Members Equity

For the Year Ended March 31 2010

Members Accumulated lotal Members

Capital Famines Fguitv

Balance March 2009 207.440 32.988 340.42

Net income 241.180 241.180

Balance March 31 2010 207.440 374.168 581.608

See notes to financial statements

-4-



WEDGE SECURITIES LLC

Statement of Cash Flows

For the Year Ended March 31 2010

Cash flows from operating activities

Net income 241.18

Adjustments to reconcile net income to net cash

provided by operating activities

Ieprcciation 7.942

Changes in assets and liabilities

Commissions and fies receivable 222.259

Prepaid expenses 3223

Accounts payable and accrued expenses 14055
Commissions payable member 78.600

168.879

Net cash provided by operating activities 410.059

Cash flows from investing activities

Purchase of property and equipment 1019
Net cash used by investing activities 1.019

Cash flows from financing activities

Repayment of advances from and advances to member net 171.113
Net cash used by financing activities 171.113

Net increase in cash 237927

Cash beginning of year 183.054

Cash end of year 420.981

See notes to financial statements



\VEI SECIJRITI ES LL

Notes to Financial Statements

Note Description of Business and Summary of Significant Accounting Policies

Wedge Securities LII the Company was formed as limited liability company in the state of

lelaw arc on March 2003 and is registered broker-dealer under the Securities and Exchange Act of

1934 the Act The Companys sole member is Wedge Partners Corporation Member Ihe

Company serves as the broker-dealer for security trades br institutions and individuals The Company
conducts its operations in the state of Colorado

ftc Company operates pursuant to Rule 5c3-3k2ii of the Act and does not carry customer

accounts or clear customer transactions Accordingly all transactions are executed and cleared on

behalf of the Company by its clearing broker on fully disclosed basis The Companys agreement

with its clearing broker provides that its clearing broker will keep such records of the transactions

effected and cleared in the customer accounts as are customarily kept by clearing broker pursuant to

Rules 7a-3 and 7a-4 of the Act and perform all services customarily incident thereto All customer

funds and securities received if any are transmitted directly to the clearing broker Therefore the

Company is exempt from the remaining provisions and requirements of Rule 15c3-3 of the Act

Related party disclosures must be taken into consideration in reviewing the accompanying financial

statements Note ftc operating results of the Company could vary significantly from those that

would have been obtained had the Company operated independently

Cash and Cash Equivalents

The Company considers all highly liquid instruments purchased with an original maturity of three

months or less to be cash equivalents The Company continually monitors its positions with and the

credit quality of the financial institutions with which it invests ftc Company had no cash equivalents

as of March 31 2010

Concentrations of Credit Risk

Financial instruments which potentially subject the Company to concentration of credit risk consist

principally of cash and cash equivalents commissions and fees receivable and deposit with clearing

broker The Company places its temporary cash investments with what management believes are high-

credit quality financial institutions The Company performs credit and other analysis relating to those

with whom it transacts business in order to reduce the credit risk relating to commissions and fees

receivable and deposit with clearing broker

-6-



WEI SECURITIES LLC

Notes to Financial Statements

Note Iescription of Business and Summary of Significant Accounting Policies continued

Fair Value of Financial Instruments

The fair value of financial instrument is the amount that would be received to sell an asset or paid to

transfer liability in an orderly transaction between market participants at the measurement date exit

price The Company maximizes the use of observable inputs and minimizes the use of unobservable

inputs when measuring fair value financial instruments categorization within the valuation

hierarchy is based upon the lowest level of input that is significant to the fair value measurement

Level Quoted prices in active markets for identical assets or liabilities

Level Quoted prices in active markets for similar assets and liabilities and inputs that are

observable for the asset or liability or

Level Unobservable inputs in which there is little or no market data which requires the

reporting entity to develop its own assumptions

financial instruments level within the fair value hierarchy is based on the lowest level of any input

that is significant to the fair value measurement

Commissions and Fees Receivable

The Company records commissions receivable from its clearing broker as commissions are earned

The Company typically receives payment in full shortly after the receivable is recorded and has

determined that no allowance for uncollectible amounts is necessary lhe Company historically has

not experienced losses from uncollectible accounts

Deposit with Clearing Broker

Deposit with clearing broker includes funds deposited with the clearing broker to offset certain risks

assumed by the clearing broker related to clearing and settling securities and cash transactions on

behalf of the Companys customers

Property and Equipment

Property and equipment is stated at cost Depreciation is provided utilizing the straight-line method

over the estimated useful lives for owned assets ranging from three to live years and the lesser of the

estimated useful lives or lease term for leasehold improvements Accumulated depreciation was

$21104 at March 31 2010

Revenue Recognition

The Company records securities transactions and related revenue and expenses on trade date basis

which is the date that transaction is executed

-7-



\VED SECURITIES LLC

Notes to Financial Statements

Note Description of Business and Summary of Significant Accounting Policies continued

Iiicome laxes

The Company is not considered separate taxable entity for income tax purposes Accordingly all

taxable income and losses are reported on the income tax return of the member and no provision for

income taxes has been recorded in the accompanying financial statements

EfTective January 2009 the Company adopted new guidance on accounting for uncertainty in

income taxes If taxing authorities were to disallow any tax positions taken by the Company the

additional income taxes if any would be imposed on the member rather than the Company
Accordingly there would be no effect on the Company financial statements

Interest and penalties associated with tax positions are recorded in the period assessed as general and

administrative expenses No interest or penalties have been assessed as of Iecember 31 2009 The

Company information returns for tax years subject to examination by tax authorities include 2005 and

2006 through the current period for state and federal tax reporting purposes respectively

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in

the IJnited States of America requires management to make estimates and assumptions that affict the

reported amounts of assets and liabilities disclosures of contingent assets and liabilities at the date of

the financial statements and the reported amounts of revenues and expenses during the reporting

period Actual results could differ from those estimates

Note Related Party Transactions

As discussed in Note the Company served as the broker-dealer for its Member for the year ended

March 2010 Substantially all of the Companys revenue was derived from transactions executed

on behalf of clients of the Member The Company paid commissions of approximately 52600.000 to

the Member for those transactions during the year ended March 2010

Pursuant to an agreement with the Company the Member pays the Companys share of salaries wages
and benefits in return for agreed-upon reimbursements These reimbursements were approximately

$524000 for the year ended March 31 2010

Note Net Capital Refluirement

ftc Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule SEC
Rule 5c3-1 which requires the maintenance of minimum net capital of 100000 The Companys
net capital at March 31 2010 was 5501.957 Net capital may fluctuate on daily basis Additionally

SEC rule 5c31 requires that the aggregate indebtedness to net capital both as defined shall not

exceed 15 to lhe Companys net capital ratio was 0.38 to as of March 31 2010



\VED SECURITIES LLC

Notes to Financial Statements

Note Commitments

The Company leases office space under non-cancelable operating leases Rent expense br the year

ending March 31 2010 was S62.339

1he Company has entered into various services and equipment agreements with financial services

provider ftc agreements have various expiration dates between 2011 and 2012 and are cancellable by
either party upon notice as defined in the agreements The Company will incur monthly expenses of

approximately SI 6000

Future minimum lease payments under the lease agreement are approximately as follows

Year Ending March 31

2011 33.360

Note Subseguent Events

The Company has evaluated all subsequent events through May 2010 which is the date the financial

statements were available to be issued

-9-
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\VEI SECURITIES LLC

Computation of Aggregate Indebtedness and Net Capital Pursuant to Rule 15c3-1 of the

Securities and Exchange Commission

March 31 2010

Net Capital

Total members equity 581.608

Additions/deductions

Prepaid expenses 1.322

Due from member 19.05

Property and equipment net 19.278

Ieposit 10.000

Net capital 501.957

Aggregate Indebtedness

Accounts payable and accrued liabilities 104.881

Commissions payable 87.600

lotal aggregate indebtedness 192.481

Computation of Basic Net Capital Requirements

Required minimum net capital 100.000

Capital in excess of minimum requirement 40 1.957

Ratio of aggregate indebtedness to net capital
0.38

Reconciliation with Companys computation

lhere are no differences in the above computation of net capital pursuant to Rule 15c3-l and

the corresponding computation as filed by the Company with the unaudited Form X-17a-5 as of

March 31 2010

-11-



7979 E.Tufts Avenue Suite 400

RH AR DT FE Denver Colorado 80237-2843
STEINER HOTTMAN PC

303-740-9400 303-740-9009

INDEPENDENT AUDITORS REPORT ON INTERNAL CONTROL
REQUIRED BY SEC RULE 17a-5

To the Member

Wedge Securities LLC

Englewood Colorado

In planning and performing our audit of the financial statements of Wedge Securities LLC the Company as

of and for the year ended March 31 2010 in accordance with auditing standards generally accepted in the

United States of America we considered the Companys internal control over financial reporting internal

control as basis for designing our auditing procedures for the purpose of expressing our opinion on the

financial statements but not for the purpose of expressing an opinion on the effectiveness of the Companys
internal control Accordingly we do not express an opinion on the effectiveness of the Companys internal

control

Also as required by rule 7a-5g 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 7a-5g in making the periodic computations of aggregate indebtedness and net

capital under rule 17a-3aXll and for determining compliance with the exceptive provisions of rule 15c3-3

Because the Company does not carry securities accounts for customers or perform custodial functions relating

to customer securities we did not review the practices and procedures followed by the Company in any of the

following

Making quarterly securities examinations counts verifications and comparisons and

recordation of differences required by Rule l7a-13 or

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 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 financial statements in conformity with generally accepted accounting

principles Rule 7a-5g lists additional objectives of the practices and procedures listed in the preceding

paragraph

12
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lo the Member

Wedge Securities LIX

Because of inherent limitations in internal control and the practices and procedures refurred to above error or

fraud ma occur and not be detected Also projection of any aluation of them to future periods is subject to

the risk that they may become inadequate because of changes in conditions or tlìat the effectiveness of their

design and operation ma deteriorate

control deficiency exists hen the design or operation of control does not allow management or employees
in the normal course of performing their assigned functions to pre ent or detect misstatements on timely

basis significant deficiency is control deficiency or combination of control deficiencies that adversely

affects the entitys ability to initiate authorize record process or report financial data reliably in accordance

with generally accepted accounting principles such that there is more than remote likelihood that

misstatement of the entitys financial statements that is more than inconsequential ill not he prevented or

detected by the entitys internal control

material weakness is significant deficiency or combination of significant deficiencies that results in more
than remote likelihood that material misstatement of the financial statements will not he prevented or

detected by the entitys internal control

Our consideration of internal control was for the limited purpose described in the first and second paragraphs
and ould not necessarily identify all deficiencies in internal control that might be material weaknesses \Ve

did not idcntit any deficiencies in internal control and control activities for safeguarding securities that

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 acconiplish such

objectives in all material respects indicate material inadequacy for such purposes I3ased on this

understanding and on our study we believe that the Companys practices and procedures as described in the

second paragraph of this report ere adequate at March 31 2010 to meet the SECs objectives

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

Financial Industry Regulatory Authority 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

14k4L4e 4t444

Ehrhardt Keefu Steiner Iottman PC

May 6.2010

Eenver Colorado
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.IFI .ruæs Avenue Suite 400

EHRHARDT KEEFE Denver Colorado 80237-2843

STEINER HOTTMAN PC
303-740-9400 303-740-9009

INDEPENDENT AUDITORS REPORT ON THE SIPC ANNUAL
ASSESSMENT REQUIRED BY SEC RULE 17A-5

To the Member

Wedge Securities LLC

Englewood Colorado

In accordance with Rule 17a-5e4 under the Securities Exchange Act of 1934 we have performed
the procedures enumerated below with respect to the accompanying General Assessment

Reconciliation Form SIPC-7 to the Securities Investor Protection Corporation SIPC for the year

ended March 31 2010 which were agreed to by Wedge Securities LLC the Company and the

Securities and Exchange Commission Financial Industry Regulatory Authority Inc and the SIPC
solely to assist you and the other specified parties in evaluating the Companys compliance with the

applicable instructions of Form SIPC-7 The Companys management is responsible for the Companys
compliance with those requirements This agreed-upon procedures engagement was conducted in

accordance with attestation standards established by the American Institute of Certified Public

Accountants The sufficiency of these procedures is solely the responsibility of those parties specified

in this report Consequently we make no representation regarding the sufficiency of the procedures

described below either for the purpose for which this report has been requested or for any other

purpose The procedures we performed and our findings are as follows

Compared the listed assessment payments in Form SIPC-7 with respective cash disbursement

records entries noting no differences

Compared the amounts reported on the audited Form X- 7a-5 for the year ended March 31
2010 as applicable with the amounts reported in Form SIPC-7 for the year ended March 31
2010 noting no differences

Compared any adjustments reported in Form SIPC-7 with supporting schedules and working

papers noting no differences

Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the related

schedules and working papers supporting the adjustments noting no differences and

Compared the amount of any overpayment applied to the current assessment with the Form
SIPC-7 on which it was originally computed noting no differences

14
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Io the Member

Wedue Securities LI

\Ve were not engaged to and did not conduct an examination the objective ol hich would he the

expression of an opinion on conipliance Accordingly we do not express such an opinion lad we

performed additional procedures other matters niight have conic to our attention that would have been

reported to \OU

This report is intended solely for the information and use of the specified parties listed above and is not

intended to he and should not he used by anyone other than these specilied parties

Fhrhardt Keef Steiner lottman PC

May 2010

Ienver Colorado

-15-



WEDGE SECURITIES LLC

Financial Statements

and

Independent Auditors Report

March 31 2010

EKSH
EHRHARDT KEEFE
STEINER HOTTMAN PC


