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OATH OR AFFIRMATION

| Donna M. Zanghi , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Chadwick Securities, Inc. ‘ , as

of September 30 ,20 (08 |, 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: ' !

Not applicable

COMMONWEALTH OF PENNSYLVANIA |
NOTARIAL SEAT ]
JANE E. SILVERBERG, Notary Public Bl
Cty of Philadelphia, Phita, County ; %Z““{/
Commission Expires October 15, 2012 Slgn@iu@

Vicre—President, and FINOP
Title 1

Notafy Public

£ report ** contains (check all applicable-boxes):

(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.

() A Reconciliation, 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. '

{I) An Oath or Affirmation. : ‘

(m) A copy of the SIPC Supplemental Report. ‘

(n) A reportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.
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Audit « Tax » Advisory

Grant Thomton LLP
2001 Market Street, Suite 3100
Philade!phia, PA 191037080

Report of Independent Certified Public Accountants T215.561.4200

F 215.561.1066

Stockholdet and Board of Directors www.GrantThorntan.com

Chadwick Securities, Inc.

We have audited the accompanying statement of financial condition of Chadwick Securities, Inc. (the
“Company”), a Delaware corporation, as of September 30, 2008, and the related statements of
operations, changes in stockholder’s equity and cash flows for the year then ended that you are filing
pursuant to Rule 17a-5 under the Securities Exchange Act of 1934. These financial statements are
the responsibility of the Company’s management. Qur 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 Ametica as established by the American Institute of Certified Public Accountants. 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 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 on the effectiveness of the
Company’s internal control over financial reporting. Accordingly, we express no such opinion. An
audit also includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements, assessing the accounting principles used andI significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our
audit provides a reasonable basis for our opinion. ‘

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Chadwick Securities, Inc. as of September l30, 2008 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. '

L f Thodn LCf

Philadelphia, Pennsylvania I

November 26, 2008

Grant Thornton LLP
1.5, mermber firm of Grart Thoerton International Ltd



CHADWICK SECURITIES, INC.

STATEMENT OF FINANCIAL CONDITION

SEPTEMBER 30, 2008
i
ASSETS 1
P LA X1 1. Y74
Commission and fee receivables from affiliate sponsored px'cogrsi.msl 669,081
AZENCY e LECEIVADIES wuvvvervrrereiir st s b 57,365
B Y 171 58,940
PLEPAIA EXPEIISES v vserssnesoessesvssreesosssssss s s S e A 293,557
OHREE ASSCES 1ovvvnreusasssssiassossaeessserisasssarsstsas s s s s sensb s semssEbmas s aaEsonRa o ass bR AR R et v 15147
$2.097,661
LIABILITIES AND STOCKHOLDER’S EQUITY |
Liabilities :
Commissions and fees Payable . i . § 613,831
Payables t0 AfFALES w....uvvuwrirrerreecmimaas s s et 299,751
Accounts payable and accrued eXPEnses.... o mmrrcimssississ s s e 151,450
TOUAL HADIHHES  cvsvesressrereseesermeresssmsesssesrassssrassssonssensmsssassssmsssssssasesssassras sossssenssresssssomsasssesnssass 1065032
i
Stockholder’s Equity
Common stock, $.01 par value, 1,000 shares authorized, issued and outstanding........ 10
Additional Paid-in CAPILAL.....ee.uusummmsermsesissisesssssermms st e 1,289,246
Accumulated deficit ‘ {(256.627)
Total stockholder’s EQUILY......coiumumrimmeissmnisen s sssissssessemssssss s st essrersssneie 1,032,629
- 2007661
|
)

The accompanying notes are an integral part of this financial statement.

- 4.



CHADWICK SECURITIES, INC.

STATEMENT OF OPERATIONS .
FOR THE YEAR ENDED SEPTEMBER 30, 2008

REVENUES:
Commissions from affiliate and affiliate sponsored programs.........ermnnenns -
Fees from affiliate sponsored Programs ..........meussssnersrssonns et anases
Fees from affiIAtES ...ucverererersississsnessem s ossssss s sssssssssssssssisssstssresissssssassvasssesssees

TOAL FEVEIIUES «ovurvrrerrerrusmerensimserasrons esss bebatiba b absmses s aneas sen s e das POOR PRERS bR A s PR b a0

EXPENSES:
Broker dealer COMMMISSIONS v eeeirinimsrensrreserasssssssssssnsisrstsarsssassrersasrsrssssisbesssissamnsssasssassesd
Tholesaler COMIMUSSIONS «.vuiversrrreremsesrssss reissrrrreseresssesmmastssnsesnesanssrnsas s resmaser ressastasssssnsssssssens
Marketing and due dIZENCE ....vuvvreerersrmrrsmrerssmsssssss s s s aenarint
General A0d AAMINISIIALVE ....voorerresessossersesosesesosssssssssssmsssssssssesssssssessarassssasssssssssecsssssssesesoes
Total expenses .......... reeerer e b e tE e RS R e AR R PR AR R bR e b .
Loss before income tax DENeit .....oirirmniesirmsssesmeiesirmasisssssssmssisnssssemnenssssssssrssrsesh
INCOME LAX DENEML c.ovvvrierrsseesseses e ssasssssssesssssessssessassessassssssaseesnssessst s amssssmssassasaseressons

The accompanying notes are an integral part of this financial statement.

-5.-
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|

$ 9,218,726
3,851,575
298,922
2,362,585

9,218,726
2,749,136
1,456,406
2,591,397

16,015,665
(283,857)
123,367




CHADWICK SECURITIES, INC.

STATEMENT OF CHANGES IN STOCKHOLDER’S EQUITY
FOR THE YEAR ENDED SEPTEMBER 30, 2008

|
1

Additional _
Common Paid-In Accumulated
Stock Capital Deficit Total

Balance at Octobe 1, 2007 .....o..... § 10 § 759442 § (96,13T) § 663315
Capital contributions ... - 979,804 - 979,804
Capital distribution ... - {450,000) - (450,000)
Net 1085 ..corrmrrrmssrrisaierserseenssrsssseens - - (160,490 (160,490
Balance at September 30,2008..... § 10

$1280246 $056627) §.1.032629

The accompanying notes are an integral part of this financial smte:#:ent.
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CHADWICK SECURITIES, INC.

STATEMENT OF CASH FLOWS .
FOR THE YEAR ENDED SEPTEMBER 30, 2008

OPERATING ACTIVITIES:
Nt LOS8erronooooessrssesesssesssssesserssssssesesssseremsssssmsssssmssssssssesssssessrssssessssssssmssmssnisssssssssssmssssssnanessss | 3 (160,490)
Adjustments to reconcile net loss to net cash provided by operating activities: J‘
Amortization... 3,137
Deferred income tax bcncﬁts etererese—eatmetveate bt SR SR A e s LSRR BRSO PR PR A 9,315
Change in operatmg assets and habx]mes
Increase in commission and fee receivables.......... b s eneR s ntRaen (202,467)
Increase in agency fee 1eCeivables ... s s (57,365)
Dectease in receivables from affiliates. ...ceermensin s 76,155
Increase in Prepaid EXPEMSES . ercriermmmimsissississs s sarateas st rsentess s ! (180,266)
Decrease i OTHEE ASSELS .....civesrrrmsmssassernessrnsssressasesssssmsessssarimsartassasmsssrsserbhest st sen s srase s ! 2,642
Increase in commissions and fees payable.... i s, 325,523
Decrease in accrued state tax Bability.....ooiiicronisisssissmssinssnnsirs s (220,134)
Increase in payables t0 affiliates. ..o mumcinercvcnimiisa s ssrre s s 857,681
Decrease in accounts payable and accrued expenses . ‘ (6,780)
Net cash provided by operating aCtivities ......oo.ocmmmmmmmmimmsmmsmssisssssssesssess l 446,951
i
FINANCING ACTIVITIES: ‘

Capital CONEDULONS wvvvrrvrvoevesssersssssssssonrrrressssisms s s s sseed 400,000
CaPital AISTHDUHON wevvvvessseersssasersrsessssaeee st ssissssss s sss s st s s s s (450,000}
Net cash used in nancing aCHVIHES ... iiiiomiimimmss s {50,000)

LOCEEASE N CABN erreeeoeeeeoeesre s erenmmesmssssssensessamnnssssisssmssssrssssssasossersasssssrsmssismasensarrennsd 396,951
Cash at beginning ofyearl 606,620

Cash at end Of YEAL........ouviiiomens s sessasissamsens s ssas s ssnsossss e sasessesd $.1.003,571

SUPPLEMENTAL INFORMATION:
TNCOME LAXES PRI crvvirsssasessssmssmseseresramsssessesessssssmsmsssssrnssssor s hbssssssasassss s eses s s ssistaresssss . 3250228

NON-CASH FINANCING ACTIVITY:
Expeases paid by Resource America, Inc. on the Company s behalf recorded as

capital COnBULONS .cvvverrrrrerrnerermssscrsassssrisssssmmssssossssersans R S ¥4 . ¢

The accompanying notes are an integral part of this financial statement.
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CHADWICK SECURITIES, INC,

NOTES TO FINANCIAL STATEMENTS
September 30, 2008

Note 1 - Otganization and Nature of Operations

Chadwick Securities, Inc., a Delaware corporation {the “Company”), is a broker dealer registered with
the Securities and Exchange Commission (“SEC”) and is a member of the Financial Industry Regulatory
Authority, Inc. (“FINRA™). The Company is a wholly owned subsidiary of RAI Ventures, Inc. (“Parent”),
which is a wholly-owned subsidiary of Resource America, Inc. ("RAI”), a publicly traded, specialized asset
management company (Nasdaq: REXI) operating in the financial fund management, real estate and commexrcial
finance sectors.

The Company operates as a broker dealer primarily serving as a dealer-manager for the sale of pdvate
placements of securities, direct participation investment programs (“DPPs”), both public and private, in limited
or general partnerships and also tenant-in-common interests sponsored by subsidiaries of RAT who also serve as
general partoers and/or managers of these programs. The Company’s business operations also include serving
as the introducing agent for sales of securities of financial services companies, including but not limited to banks,
thrifts, real estate investment trusts, and insurance companies. These securities, include trust preferred securities,
subordinated debt, convertible debt and preferred stock and are offered to institutional or other sophisticated
investors, including the Company’s affiliates. -

Note 2 — Summary of Significant Accounting Policies '
Basis of Presentation f

Management believes that, consistent with the financial statement presentatioxi of other broker dealers, it
is appropriate to present its balance sheet on a non-classified basis, which does not segregate assets and liabilities

into-current-and-non-cutrent categories: i ——
|

Cominissions and Fees

The Company records commissions and fee revenues and related expenses frqm DPPs, which include
dealer manager, marketing and due diligence fees after reaching a prescribed sales minimum (defined as breaking
escrow) and upon each subsequent closing (the date an investor is accepted and admitted by the general partner)
which is thereafter held on a weekly and monthly basis. The Company records commission revenues ranging
from 6% to 7% of sales, subject to certain exclusions, which ate then paid to third party broker dealers. Fees are
based on a percentage of sales ranging from 2% to 3.5%, subject to certain exclusions. All commissions are from
DPPs sponsored by or from affiliates. For agency transactions, revenues are recognized as of the trade date of
the sale of securities. Fee revenues are paid from DPPs sponsored by affiliates and agency transactions.

Income Taxes

The Company is included in the consolidated federal income tax return of RAT and its subsidiaries. The
impact of federal income taxes including any deferred tax assets and liabilities are calculated and reported as if
the Company filed on a separate company basis. The Company accouats for income taxes under the provisions
of Statement of Financial Accounting Standards (“SFAS™) No. 109, Acwunting for Income Taces. SFAS No. 109
requites the use of the asset and liability method under which deferred taxes are determined based on the
estimated future tax effects of differences between the financial statement and tax bases of assets and liabilities,
given the provisions of the enacted tax laws.



CHADWICK SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS -~ (Continued
September 30, 2008 :

Note 2 - Summary of Significant Accounting Policies - (Continued)

Use of Estimates

Preparation of the financial statements in conformity with accounting principles generally accepted in
the United States of America (“U.S. GAAP”) requires management to make estimates and assumptions that
affect the reported amounts of assets and lizbilities and the disclosure of contingent assets and liabilities as of the
date of the financial statements and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from these estimates.

Operating and General and Administrative Expenses

Pursuant to an expensc reimbursement agreement between RAT and the Company, RAI pays certain
operating expenses and general and administrative costs of the Company, primarily salaties and related expenses
for certain RAI employees who perform setvices for the Company. These cxpénses are allocated to the
Company and generally recorded as capital contributions.
i

Fair Value of Financial Instruments

The following methods and assumptions were used by the Company in estimating the fair value of each
class of financial instrument for which it is practicable to estimate fair value. ‘

For cash, receivables and payables, the carrying amounts approximate fair value because of the short
maturity of these instruments.

Note 3 — Concentradon of Credit Risk

Financial instruments that potentially subject the Company to a concentration of credit risk relate to
periodic temporary investments of cash. The Company typically deposits such cash with high quality financial
institutions. At September 30, 2008, the Company had deposits of $1,125,984 in one financial institution, of
which $1,025,984 was in excess of amounts insured by the Federal Deposit Insurance Corporation (“FDIC”).
No losses have been experienced on these investments. 1

\
On October 3, 2008, an increase in the FDIC’s insurance limit from $100,000 to $250,000 was made. At
September 30, 2008, $875,984 would be in excess of amounts insured by FDIC under the new limit. The
increase in the FDIC limit expires December 31, 2009. i

i



CHADWICK SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS - (Continued)
September 30, 2008

Note 4 - Certain Relationships and Related Party Transactions

In the ordinary course of its business operations, the Company has ongomg transactions with its Parent,

affiliates and affiliare sponsored investment programs. :
{
i

September 30, 2008
Commissions  Receivables .
and Fees from Payables
Receivables Affiliates to Affiliates
Affiliates: !
Commercial finance $ - $ 30,295 $ 168,504
Real estate - 1,227 -
RAI - 27418 -
Financial fund management = - 131,247
- 58940  _ 299751
Affiliate sponsored programs:
Comunercial finance 399,461 - i -
Real estate 82,000 - -
Financial fund management .. 187,620 = =
669,081 = L =
3 669,081 § 58940 LZ,E_ZZ_il
For the year ended Sepnembcr 30, 2008
Revenues
Fees - Fees - Allocated
Commissions  Programs Affiliates Expenses
Affiliaves: !
Commercial finance $ 204,900 $ - § 68300 $ 318,47C
Real estate - - - -
Financial fund management ... - - - 243,956
RAI..... - - - 579,804
Third party. - = 230,622 -
204,900 = 298,922 1,142230
Affiliate sponsored programs: |
Commercial finance 5,401,863 2344927 - -
Real estate 3,478,663 1,452,328 - -
Financial fund management .....ureressen 133300 54,320 | - -

9,013.82 _3.851.575 L = -
$9218.726 $3851,575 § 298922  § 1142230

-10-



CHADWICK SECURITIES, INC.

|
NOTES TO FINANCIAL STATEMENTS - (Continued) -
September 30, 2008 ‘

Note 4 - Certain Relationships and Related Party Transactions — (continued) -

The Company’s commercial finance affiliate, LEAF Financial Corporation (“LEAF"}, a majority-owned
subsidiary of RAL allocates a portion of the salary and benefits of one of its officers, who is also a registered
representative of the Company, as well as benefits related to certan Company employees who participate in
LEAPF’s benefit plans. This officer and Company employees perform services for the Company relating to the
offerings sponsored by LEAF. For fiscal 2008, $318,470 was charged to the Company of which $168,504 was
outstanding at September 30, 2008.

In fiscal 2008, RAI formed a whollyowned subsidiary Resource Capital Markets, Inc. {“RCM"), a
financial fund management affiliate, and commenced the Company’s agency operations in May 2008. In
conjunction therewith, RAI hired several employees, who are also registered representatives of the Company,
and allocates a portion of their salary, benefits and related general and administrative costs to the Company. For
fiscal 2008, $228,554 was charged to the Company of which $115,844 was outstanding at September 30, 2008.

During fiscal 2008, RAI contributed $579,804 to cover operating as well as general and administrative
costs which were recorded as capital contributions pursuant 1o its expense reimbursement agreement with the
Company. In addition, the Company received cash capital contributions of $400,000 and paid a $450,000 capital
distribution during fiscal 2008. -

An introducing agent fee of $230,622 was received from Cohen and Company, a broker dealer, whose
Chairman and principal shareholder is the brother of the President and Chief Executive Officer of RAI.

1

Note 5 — Income Taxes
The following table details the components of the Company's income taxes for fiscal 2008.

Income tax benefit (provision): '
Current: |

Tl oo oretressssesresmseseasssssentorsessssarersstass sessnasmss s ssrsscesesesksston spEsas LR SRR a0 emaS. $ 58,002

SEALE ..vvvvvveessrecortsnsessassessossssmstess s rssessssssss sasssssamseseererees ' 74,680
Deferred:

FEQEtaloanonnmeione e essermsesssasesssnssmsersarsassesssrens . 3,219

GLATE 1ove e s serseresssenssassenessassasarenervtsts Psms atrsbess FoRPESLFORSRSSEREFaSEA SRS PR L SE OO bR SRR 0084 bomas: (12.534)

Deferred income taxes are provided for the effects of temporary differences between the tax basis of an
asset or liability and its reported amount in the statement of financial condition. "These temporary differences
result in taxable or deductible amounts in future years. The Company’s effective- income tax rate for the year
ended September 30, 2008 was 43.46%. This rate was mainly comprised of the Company’s pre-tax income and
federal income tax rate of 35% adjusted for permanent items such as meals and eatertainment. In addition, the
state income tax rate is a major component in the Company’s overall effective rate. '

J
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CHADWICK SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS - (Continued)
September 30, 2008
|

Note 5 — Income Taxes — (continued) :

The components of the Company’s deferred tax assets, included in other assets, as of September 30,
2008 are as follows. !

Deferred tax assets — Federal: ,

Accrued exXpenses... e,
Leasehold improvements — basis difference...iisieiniciennns 1502
_ 7.859

Deferred tax assets — State:

Leasehold improvements — basis difference. . irniisissssiens 476
ACCIUEA CXPENSES.uvuuerarenriarisirsssssissssaresssmssssse s rmas s ar s sssassssane s s siast s _ 2,015
2491
§._10.350

Note 6 — Net Capital Requirements *

The Company is subject to the SEC Uniform Net Capital Rule (Rule 13c3-1), which requires the
maintenance of minimum net capital of $5,000 or 6 2/3% of aggregate indebtedncss 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 following summatrizes the Company’s compliance with
these regulations at September 30, 2008.

S O ——— | $ 546,687
Requitred net CaPItal ... e sssissssssssssssrs s s s orsssess $ 71,002
EXCESS 0EL CAPIAL covvvsrirsumserasinsssssssssmmsssrsseessassrsatrsssssssssssasssarstsasmss s ssssssmessssasssss ‘ § 475,685
Net CAPHAL FALO c.rovvvrremsssscesssrssssemmrs s arssssmsssssessssseasssrssearasss s sisssessmess s 19wl

Note 7 — Regulatory Exemptions |

The Company has been designated as an exempt broker-dealer under exemption (K)(2)(D) of the
Securities and Exchange Commission Rule 15c3-3 and therefore has not included the schedules entitled
“Computation for Determination of Reserve Requirements Under Rule 15¢3-3" and “Information for
Possession or Control Requirements Under Rule 15¢3-3” in the supplementary information of this report.

-12-




SUPPLEMENTARY INFORMATION



Report of Independent Certified Public Accountants on
Supplementary Information Required by Rule 17a-5 of the'
Securities and Exchange Commission

Stockholder and Board of Directors
Chadwick Securities, Inc.

We have audited the accompanying financial statements of Chadwick Securities, Inc. as of and for
the year ended September 30, 2008 and have issued our report thereon dated November 26, 2008.
Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in the Computation of Net Capital Under Rule 15¢3-1
of the Securitics and Exchange Commission and the reconciliation of unaudited computation of net
capital to audited computation of net capital is presented for purposes of additional analysis and is
not a required part of the basic financial statements, but is supplementary information required by
Rule 17a-5 under the Securities and 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 a whole.

!

\,dm}Tg\msm\ LLf |

Philadelphia, Peansylvania !

November 26, 2008

-14-




CHADWICK SECURITIES, INC.

COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1 OF THE SECURITIES AND EXCHANGE

COMMISSION
September 30, 2008
NET CAPITAL: !
Total stockhOlder’s BQUILE .....o.cvummummmmmmsssrsrrmmsrmssscssscsmsersmsssmsssss s sssarmssnss s ss . $1,032,629
Changes: ‘
Non-allowable assets:
Fee receivables from affiliate sponsored Programs ... imsesssnisissiosmsseons. " 89,615
AGENCY fEl FECEIVADIES .ovrrrsvsrmncsssscsissserssssmssess 28,683
ReCeivables FrOM AFRHAES .ot 58,940
Prepaid EXPENSCS .iovvvreerssumssssrresssrsssascrsmmasssssssssss s s ssss s en e s s e 293,557
OHhEr ASSEIS.cuuvrrerreresessensasrsesresessssressasseressstsssasssemsarsasssr st Sk e aea b st bn s SR s . 15147
Total NON-alloWAbLe ASSEL8...immeuersrrereoreeserreesrmrssressssrsssssmesessssstrassarensiserassessanssassasaressses o 485,942
INEE CAPITAL.......overvresrivecnstrarss e ssbassen s s st R RS s s e 8546687
AGGREGATE INDEBTEDNESS: |
Items included in the statement of financial condition: ,
Commissions and fees Payable ... s e $ 613,831
Payables to affiiates.....comermmmmiisrrmmmimscessstissssssimmssss st ssssesssssessesss - 299,751
Accounts payable and accrued eXPenses ...t 151,450
Total aggregate IAEBIEAESS cvrrevrvrrsrsrsssrssesmsmsst s s e §$1,065032
COMPUTATION OF BASIC NET CAPITAL REQUIREMENT: |
Minimum net capital required (6 2/3% of aggregate indebtedness) v $_TLO0Z
Minimum dollar net capital reqUILEd ..........crivmmmmmmmrcssmssssssssmrssissmmsssmssrassssssesssssmmninss 3o 2000
Net Capital LEQUITEMENT cooiuuremrceresmasesrersessissteas st s sasioess $ 71002
EXCESS 0L CAPHAL ccrcrrnrismensrir st bessi s ssssssssessssess e rersbstsstsnss bt amsas s ssssass s sares e § 475685
Excess net capital at 1000% less 10% of aggregate indebtedness ......c....ccoomrivuunnenn - $ 440183
Ratio: Aggregate indebtedness to net CaPItal.uceeirrienrvrnir s e 19 tal
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CHADWICK SECURITIES, INC, !

RECONCILIATION OF UNAUDITED COMPUTATION OF NET
CAPITAL TO AUDITED COMPUTATION OF NET CAPITAL
September 30, 2008

|
|

The difference per this report and the most recent quarterly filing by the dompany of Part II of the Focus
Report with respect to the computation of net capital under Rule 15(c)(3)-1 are reconciled as follows.

Unaudited computation of net capital per most recent quarterly filing............ $ 481,628
Audit Adjustments:
Adjust receivables from affiliates to ACRUAL oo sererrsssisesesessssssasnsenersanssrssnrassnssass $ 27418
Adjust payables to affiliates to AR ....onomiivisssn s 120,821
Adjust other a5Sets 10 ACTAL vovverrvescrercesrrsesmnecrerescr s s s s © 2,491
Adjust accounts payable and accrued expenses t0 actual .veccconremnncvnisinses 44,238
Changes in Nonallowable Assets: !
Adjust receivables from affiliates t0 8Ctual........oouvmmssssismermmmmimmisissniss e (27,418)
Adjust other assets t0 ACAL...rwcriserscrsmumsssmesirerrrmssssssessas s senersses e (2,491)
Net change in net CAPHAL...ooooerrrivaimrre s cennrssses ) 65,059
' § 546687

Adjusted computation Of Net CaPILAL . m..overreereesssissrssssssss st
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° GrantThornton'

i Audit = Tax = Advisory

Grant Thornton LLP
2001 Market Street, Suite 3100
Philadelphia, PA 19103-7080

Roport of Independent Certifled Public Accountants on T 215.561.4200
Internal Control Required by SEC Rule 17a-5(g)(1) for a F 215.561.1066
www.GrantThornton.com

Broker-Dealer Claiming an Exemption for Sec Rule 15¢3-3

Stockholder and Board of Ditectors 1

Chadwick Securities, Inc. |

In planning and performing our audit of the financial statements ofi Chadwick Securities, Inc. (the
“Company”), as of and for the year ended September 30, 2008 in accordance with auditing standards
generally accepted in the United States of America, we considered the Company’s internal control
over financial reporting (internal control} as a basis for designing o;ur auditing procedutes 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 Company’s internal control. Accordingly, we do not express
an opinion on the effectiveness of the Company’s internal control.

|
Also, as required by rule 172-5(g)(1) of the Securities and Exchange Commission (SEC), we have
made a study of the practices and procedutes followed by the Company, including consideraton of
control activities for safeguarding securities. This study included tests of such practices and
procedures that we considered relevant to the objectives stated 1.1%1 rule 17a-5{(g) in making the
periodic computations of aggregate indebtedness and net capital under rule 17a-3(a){11) and for
determining compliance with the exemptive provisions of rule 15¢33. Because the Company does
not catry securities accounts for customers or perform custodial functions relating to customer
secutities, we did not review the practices and procedures followed jby the Company in any of the

following: !

I

1. Making quarterly securities examinations, counts, verifications, and comparisons and
recordation of differences required by rule 17a-13 i

2. Complying with the requirements for prompt payment fO'.l' secutities under Section 8 of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing a.rLd maintaining internal control
and the practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgments by management are requiredito 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 proceduses can be expected to achieve the
SEC’s above-mentioned objectives. Two of the objectives of internal control and the practices and
procedures are to provide management with reasonable but not ab%solute assurance that assets for
which the Company has responsibility are safeguarded against loss from unauthorized use or
disposition, and that transactions are cxecuted in accordance with management’s authorization and
recorded properly to permit the preparation of financial statements in conformity with generally
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accepted accounting principles. Rule 17a-5(g) lists additional objéectives 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.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned fuoctions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the entity’s ability to initiate; authorize, record, process, ot
report financial data reliably in accordance with generally accepted accounting principles such that
there is more than a remote likelihood that a misstatement of the entity’s financial statements that is
more than inconsequential will not be prevented or detected by the entity’s internal coatrol.

A material weakness is a significant deficiency, ot combination of significant deficiencies, that results
in more than 2 remote likelihood that a material misstatement of the financial statements will not be
prevented or detected by the entity’s internal control.

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. Howevet, we identified a deficiency in internal control that we consider to be a
significant deficiency and communicated this in writing to management and those charged with
governance on November 26, 2008. .
We understand that practices and procedures that accomplish the objectives refetred to in the
second paragraph of this report are considered by the SEC to be adequate for its putposes 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 a material
inadequacy for such purposes. Based on this understanding and on our study, we believe that the
Company’s practices and procedures, as described in the second paragraph of this report, were
adequate at September 30, 2008, to meet the SEC’s objectives. |

This report is intended solely for the information and use of the Boatd of Directors, management,
the SEC, Financial Industry Regulatory Authority, Inc. and other regulatory agencies that rely on rule
17a-5(g) 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. !

A thode LLE

Philadelphia, Pennsylvania .

November 26, 2008
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