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OATH OR AFFIRMATION

1, David Lopez , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Spartan Securities Group Ltd. , as
of December 31st ~,20 09 | 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:

NONE

; 3
S§¥lig, CHRISTY CAMPASS! ( S~ ).\\ !

SUAE  Commission # DD 908439 ’ .

2 R ¥ Eypires July 19,2013 //__——-—%mt&&

e Bonded Thvu Troy Fain lnsurance 800-386-7019 _
—— C.C.O

Notary Phblic

This report ** contains (check all applicable boxes):

B (a) Facing Page.

(b) Statement of Financial Condition.

Bl (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.

O (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors. '

(g) Computation of Net Capital.

b (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

&l (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

1 () 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.

O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation. .

Bl (1) An Oath or Affirmation.

[l

(m) A copy of the SIPC Supplemental Report.
Xl (n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

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



SPARTAN SECURITIES GROUP, LTD.

(A Florida Limited Partnership)

Financial Statements and
Supplementary Information
as of and for the year ended

December 31, 2009



TABLE OF CONTENTS

INDEPENDENT AUDITOR’S REPORT

STATEMENT OF FINANCIAL CONDITION
STATEMENT OF OPERATIONS

STATEMENT OF CHANGES IN PARTNERS’ EQUITY
STATEMENT OF CASH FLOWS

NOTES TO FINANCIAL STATEMENTS
SUPPLEMENTARY INFORMATION

COMPUTATION OF NET CAPITAL UNDER RULE 15C3-1
OF THE SECURITIES AND EXCHANGE COMMISSION

COMPUTATION OF DETERMINATION OF RESERVE
REQUIREMENTS UNDER RULE 15¢3-3 OF THE
SECURITIES AND EXCHANGE COMMISSION

INFORMATION RELATING TO POSSESSION OR CONTROL
REQUIREMENTS UNDER RULE 15¢3-3 OF THE
SECURITIES AND EXCHANGE COMMISSION

SCHEDULE OF SEGREGATION REQUIREMENTS AND FUNDS
IN SEGREGAATION FOR CUSTOMERS’ REGULATED
COMMODITY FUTURES AND OPTIONS ACCOUNTS

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE AND ON
INTERNAL CONTROL OVER FINANCIAL REPORTING

13

14

15

16

17



Randall N. Drake, CPA, P.A.

1981 Promenade Way
Clearwater, FL 33760
727.536.4863
Randall@RDrakeCPA.com

INDEPENDENT AUDITOR’S REPORT

Board of Directors
Spartan Securities Group, Ltd.
Clearwater, Florida

~ We have audited the accompanying statement of financial condition of Spartan Securities Group, Ltd.
as of December 31, 2009 and the related statements of operations and changes in partners’ equity and
cash flows for the year then ended that you are filing pursuant to the Rule 17a-5 under the Securities
and Exchange Act of 1934. These financial statements are the responsibility of the Company’s
management. Our responsibility is to express an opinion on the financial statements taken as a whole.

We conducted our audit in accordance with auditing standards generally accepted in the United State
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. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing 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 Spartan Securities Group, Ltd. as of December 31, 2009 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 performed for the purpose of forming an opinion on the financial statements taken as a
whole. The supplemental information listed in the table of contents 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 of the Securities Exchange Act of 1934. Such information has been
subjected to the auditing procedures applied in our 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.

‘ Gidasern ude 1 24

February 25, 2010



SPARTAN SECURITIES GROUP, L.TD.
(A Florida Limited Partnership)

STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2009

ASSETS

Cash and cash equivalents $ 67,342
Deposit with clearing organization 400,152
Commission receivable from clearing broker 416,215
Securities owned - marketable securities at market value 120,433
Furniture, fixtures and equipment, net 3,602
Other assets 104,231

TOTAL ASSETS $ 1,111,975

LIABILITIES AND PARTNERS' EQUITY

LIABILITIES
Commissions payable $ 123,761
Accounts payable 36,308
Securities sold, not purchased - marketable
securities at market value 230,039
Accrued liabilities 88,258
TOTAL LIABILITIES 478,366
PARTNERS' EQUITY 633,609
TOTAL LIABILITIES AND PARTNERS' EQUITY $ 1,111,975

See notes to financial statements.
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SPARTAN SECURITIES GROUP, LTD.
(A Florida Limited Partnership)

STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2009

REVENUE

Trading gains and losses $ 2,153,140
Securities commissions and fees 141,494
Investment banking 49,980
Other ' 4,229
Interest and dividend income " 753
TOTAL REVENUE 2,349,596

OPERATING EXPENSES
Compensation, benefits and commissions 1,071,272
Communication and information technology 459,975
Other administrative expenses 264,313
Clearance and execution costs 141,686
Occupancy and equipment costs 93,578
Business development 9,789
Interest expense 1,074
TOTAL OPERATING EXPENSES 2,041,687
NET INCOME $ 307,909

See notes to financial statements.
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SPARTAN SECURITIES GROUP, LTD.

(A Florida Limited Partnership)

STATEMENT OF CHANGES IN PARTNERS' EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2009

General Limited

Partner Partners Total
Partner Equity - December 31, 2008 $ 120,720 $ 344,649 $ 465,369
Capital contributions 203,115 117,701 320,816
Parrtners' distributions (26,270) (434,215) (460,485)
Net income allocation 233,645 74,264 307,909
Partners' Equity - December 31, 2009 $ 531,210 $ 102,399 $ 633,609

See notes to financial statements.
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SPARTAN SECURITIES GROUP, LTD.
(A Florida Limited Partnership)

STATEMENT OFCASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2009

CASH FLOWS FROM OPERATING ACTIVITIES

Net income

Adjustments to reconcile net income to net
cash used in operating activities

Depreciation

Increase (decrease) in cash flows from changes in:
Receivable from clearing organization
Securities owned
Deposit with clearing broker

Other assets

Accounts payable
Accrued liabilities
Securities sold, not purchased

Commissions payable

NET CASH PROVIDED BY OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING OPERATIONS

CASH FLOWS FROM FINANCING ACTIVITIES

Capital contributions
Partner Withdrawals

CASH USED IN FINANCING ACTIVITIES

NET CHANGE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS - Beginning of Year

CASH AND CASH EQUIVALENTS - End of Year

SUPPLEMENTAL CASH FLOW INFORMATION

Interest paid during the year

See notes to financial statements.
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$ 307,909

12,715

(329,330)
(67,010)
(52,025)
(10,552)

22,735
175,743
99,664

159,849

320,816
(460,485)

(139,669)

20,180

47,162

$ 67,342

$ 1,074




SPARTAN SECURITIES GROUP, LTD.
(A Florida Limited Partnership)

NOTES TO FINANCIAL STATEMENTS
AS OF AND FOR THE YEAR ENDED DECEMBER 31, 2009

NOTE A - NATURE OF BUSINESS

Spartan Securities Group, Ltd. (The “Partnership”) is a Florida limited partnership that is a member of
the Financial Industry Regulatory Authority (FINRA) and is registered with the US Securities and
Exchange Commission (SEC) as a securities broker-dealer. The Partnership provides securities trading,
underwriting, investment banking and brokerage services for individuals, institutions and corporations.
The Partnership, like other broker-dealers, is directly affected by general economics and market
conditions, including fluctuations in volume and price level of securities, changes in interest rates and
securities brokerage services, all of which have an impact on the Company’s liquidity.

The Partnership consists of a General Partner and certain Limited Partners. Profits and losses are
allocated to individual partners’ capital accounts in accordance with the partnership agreement. The
Partnership was originally formed in July 2000; however, an Amended and Restated Agreement of
Limited Partnership became effective May 30, 2004. The Partnership will continue in existence until
December 31, 2011, unless extended by the General Partner to a date not later than December 31, 2021.

The information included in the financial statements regarding provisions of the Partnership Agreement
provides only general information. Reference should be made to the Partnership Agreement and related
documents for a complete description of the Partnership provisions.

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting — The accompanying financial statements are prepared using the accrual method
of accounting.

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 certain estimates and
assumptions that affect the reported amounts of assets and liabilities and the disclosure of contingent
assets and liabilities at the date of the financial statements. Significant estimates included in the
accompanying financial statements include the valuation of securities owned and securities sold, not yet
purchased. Estimates and assumptions are reviewed periodically and the effects of revisions are
reflected in the period that they are determined to be necessary. It is at least reasonably possible that
our estimates could change in the near term with respect to this matter.

Revenue Recognition — The Partnership is engaged in the securities broker-dealer business, which
comprises several classes of services, including principal transactions, agency transactions, investment
banking and investment advisory services. The following summarizes the Partnership’s accounting

policies:



SPARTAN SECURITIES GROUP, LTD.
(A Florida Limited Partnership)

NOTES TO FINANCIAL STATEMENTS
AS OF AND FOR THE YEAR ENDED DECEMBER 31, 2009

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Securities Transactions — Proprietary securities transactions in regular-way trades are recorded on the
trade date, as if they had settled. Profit and loss arising from all securities and commodities
transactions entered into for the account and risk of the Partnership are recorded on a trade date basis.
Customers’ securities and commodities transactions are reported on a settlement date basis and the
recognition of commission income and related expenses are recorded on a trade date basis. Amounts
receivable and payable for securities transactions that have not reached their contractual settlement date
are recorded net on the statement of financial condition.

Investment Banking — Investment banking revenues include gains, losses and fees, net of syndicate
expenses, arising from securities offerings in which the Partnership acts as an underwriter or agent.
Investment banking revenues also include fees earned from providing merger-and-acquisition and
financial restructuring advisory services. Investment banking management fees are recorded on
offering date, sales concessions on settlement date, and underwriting fees at the time the underwriting is
completed and the income is reasonably determinable.

Investment Advisory Income — Investment advisory fees are received monthly, but are recognized as
earned on a pro rata basis over the term of the contract.

Customer Accounts - The Partnership operates under the provisions of Paragraph (k) (2) (ii) of Rule
15¢3-3 of the Securities and Exchange Commission and, accordingly, is exempt from the remaining
provisions of that rule. Essentially, the requirements of Paragraph (k) (2) (ii) provide that the
Partnership clears all transactions on behalf of customers on a fully disclosed basis with a clearing
broker-dealer, and promptly transmits all customer funds and securities to the clearing broker-dealer.
The clearing broker-dealer carries all of the accounts of the customers and maintains and preserves all
related books and records as are customarily kept by a clearing broker-dealer. A special reserve
account is not required for the benefit of customers in accordance with rule 15¢3-3k (2) (ii) of the
Securities and Exchange Commission.

Cash and Cash Equivalents and Deposit with Clearing Broker — The Partnership includes as cash and
cash equivalents amounts invested in money market mutual funds, as well as all other highly liquid
investments with an original maturity of three months or less.

Fair Value of Securities — Securities owned — marketable equities and securities sold, but not yet
purchased, are valued at market value with the resulting unrealized gains and losses included in income.
The market value of securities owned is determined by the Partnership utilizing quoted market prices,
dealer quotes, or prices obtained from third parties. Not readily marketable securities are valued at the

estimated fair value of the securities.



SPARTAN SECURITIES GROUP, LTD.
(A Florida Limited Partnership)

NOTES TO FINANCIAL STATEMENTS
AS OF AND FOR THE YEAR ENDED DECEMBER 31, 2009

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Receivable from Clearing Broker and Allowance for Doubtful Accounts — Our credit terms for our
receivable from the clearing broker are typically net 30 days. We perform ongoing credit evaluation of
our clearing broker and do not require collateral to support the collectability of such receivable.
Receivables are determined to be past due if payment is not made in accordance with the terms of our
contracts and receivables are written off when they are determined to be uncollectible. .The allowance
for doubtful accounts is evaluated on a regular basis by management and is based upon management’s
periodic review of the collectability of the receivables in light of historical experience, the existence of
any adverse situations, the estimated value of any underlying collateral and prevailing economic
conditions. This evaluation is inherently subjective as it requires estimates that are susceptible to
significant revision as more information becomes available. Substantially all of the receivables existing
at December 31, 2009 have been recovered subsequent to year end.

Furniture, Fixtures and Equipment —Furniture, fixtures and equipment are stated at cost. Depreciation
is computed using the straight-line method over the estimated useful lives of the respective assets,
generally five years. Expenditures for repairs and maintenance are charged to operations as incurred.

Long-lived Assets — In accordance with Financial Accounting Standard No. 144, "Accounting for the
Impairment or Disposal of Long-Lived Assets," (“FAS 144”) the Partnership evaluates the
recoverability of long-lived assets and the related estimated remaining lives when events or
circumstances lead management to believe that the carrying value of an asset may not be recoverable.
At December 31, 2009, management believes that all of its remaining long-lived assets are recoverable.

Income Taxes - The Partnership is not subject to federal and state income taxes; therefore, no provision
for income taxes is provided in these financial statements. Each partner will report their pro rata share
of the Partnership’s operations on their respective income tax return.

Accounting Pronouncements - The Financial Accounting Standards Board and other entities issued
new or modifications to, or interpretations of, existing accounting guidance during 2009. The
Partnership has carefully considered the new pronouncements that altered generally accepted
accounting principles and does not believe that any other new or modified principles will have a
material impact on the Partnership’s reported financial position or operations in the near term.



SPARTAN SECURITIES GROUP, LTD.
(A Florida Limited Partnership)

NOTES TO FINANCIAL STATEMENTS
AS OF AND FOR THE YEAR ENDED DECEMBER 31, 2009

NOTE C - RECEIVABLE FROM AND PAYABLE TO CLEARING BROKER

The Partnership clears substantially all of its proprietary and customer transactions through a clearing
broker-dealer on a fully disclosed basis. At December 31, 2009, the amount receivable from clearing
broker of $104,231 consists of fees and commissions receivable and proceeds from proprietary trading
activity. At December 31,2009, the amount payable to broker relates to proprietary securities
transactions and is collateralized by securities owned and the deposit with the clearing broker.

NOTE D — SECURITIES OWNED AND SECURITIES SOLD, NOT YET PURCHASED

At December 31, 2009, marketable securities owned and sold, not yet purchased, consist of trading and
investment securities at market values, as follows:

Sold Not Yet
Owned Purchased

Equities $ 120,433 $ (230,039)

NOTE E - COMMITMENTS AND RELATED PARTY TRANSACTIONS

Operating Lease — The Partnership leases its office space under an operating lease agreement expiring
in January 2010 and provides for annual renew terms.

Management Fee - Pursuant to the terms of the Partnership Agreement, the General Partner is entitled
to a monthly management fee, which is treated as a guaranteed payment, from the Partnership equal to
one-twelfth (1/12) of one percent (1%) of the Partnership Net Asset Value determined as of the last
business day of the preceding month. There were no management fees incurred as the General Partner
permanently waived the requirement to receive such fees for the year ended December 31, 2009.

NOTE F — FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET CREDIT RISK

Financial instruments, as defined in Financial Accounting Standard No. 107, “Disclosures about Fair
Values of Financial Instruments”, consist of cash, evidence of ownership in an entity and contracts that
both (i) impose on one entity a contractual obligation to deliver cash or another financial instrument to a
second entity, or to exchange other financial instruments on potentially unfavorable terms with the
second entity, and (ii) conveys to that second entity a contractual right (a) to receive cash or another
financial instrument from the first entity or (b) to exchange other financial instruments on potentially
favorable terms with the first entity. Accordingly, the Partnership’s financial instruments consist of cash

9



SPARTAN SECURITIES GROUP, LTD.
(A Florida Limited Partnership)

NOTES TO FINANCIAL STATEMENTS
AS OF AND FOR THE YEAR ENDED DECEMBER 31, 2009

NOTE F — FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET CREDIT RISK
(CONTINUED)

and cash equivalents, the amounts due to and from the clearing broker, securities owned and sold, not
yet purchased, accounts and commissions payable and accrued liabilities.

The carrying values of the Partnership’s cash and cash equivalents, receivable and payable to the
clearing broker, securities sold and owned, not yet purchased, accounts and commissions payable and
accrued liabilities approximates their respective fair values due to their short-term nature.

As such, financial instruments, which potentially subject the Partnership to significant concentrations
of credit risk, consist primarily of cash and cash equivalents. With respect to cash and cash
equivalents, the Partnership frequently maintains such balances in excess of federally insured limits.
The Partnership has not experienced any losses in such accounts.

The Partnership’s exposure to credit risk associated with non-performance of customers in fulfilling
their contractual obligations pursuant to securities transactions can be directly impacted by volatile
trading markets which may impair customers’ ability to satisfy their obligations to the Partnership and
the Partnership’s ability to liquidate the collateral at an amount equal to the original contracted amount.
The agreement between the Partnership and its clearing broker provides that the Partnership is obligated
to assume any exposure related to such non-performance by its customers. The Partnership seeks to
control the aforementioned risks by requiring customers to maintain margin collateral in compliance
with various regulatory requirements and the clearing broker’s internal guidelines. The Partnership
monitors its customer activity by reviewing information it receives from its clearing broker on a daily
basis, and requiring customers to deposit additional collateral, or reduced positions, when necessary.

The Partnership is subject to certain inherent market risks arising from its investing activities of selling
securities short. The ultimate cost of the Partnership to acquire these securities may exceed the liability
reflected in the financial statements.

NOTE G — NET CAPITAL REQUIREMENT

The Partnership is subject to the Securities and Exchange Commission’s Uniform Net Capital 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. At December 31, 2009, the
Partnership’s net capital of $551,583 was $318,083 in excess of its required net capital of $233,500. At
December 31, 2009, the Partnership’s aggregate indebtedness to net capital ratio was 0.45 to 1.

10



SPARTAN SECURITIES GROUP, LTD.
(A Florida Limited Partnership)

NOTES TO FINANCIAL STATEMENTS
AS OF AND FOR THE YEAR ENDED DECEMBER 31, 2009

NOTE H - LITIGATION

In the ordinary course of business, the Partnership is subject to inquiries and proceedings by financial
industry regulatory bodies and other governmental agencies, which may lead to claims and judgments
for unspecified damages.

The Partnership believes it has strong defenses in all significant matters, currently pending, and is
contesting the liability and damages claimed. However, some of these matters may result in adverse
judgments or awards, or the Partnership may choose to settle some or all matters, due to the associated

risk of continuing.

The Partnership believes it is not possible to determine whether a loss will be incurred, or to estimate

any potential losses, that would be material to the financial statements. Based on current information,
management believes that the resolution of matters currently pending will not have a material adverse
impact on the financial condition or cash flows of the Partnership

11
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SPARTAN SECURITIES GROUP, LTD.

COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1 OF THE
SECURITIES AND EXCHANGE COMMISSION
AS OF DECEMBER 31, 2008

Net Capital
Total partners’ equity $ 633,609
Deduct partners’ equity not allowable in computation of net capital -

Total partners’ equity qualified for net capital 633,609

Deductions and/or charges
Nonallowable assets:

Furniture and equipment, net 3,602

Other assets 20,000

Net capital before haircuts on securities position (tentative net capital) 610,007
Haircuts on securities 58,524
Net Capital $ 551,583
Less minimum net capital requirements per Rule 15¢3-1 233,500
Excess net capital $ 318,083
Excess net capital at 1000% (net capital less 10% of aggregate indebtedness) $ 293250

Aggregate indebtedness
Ttems included in statement of financial position:

Commissions payable $ 123,761
Accounts payable 36,308
Accrued liabilities 88,258
Total aggregate indebtedness $ 248327
Ratio: aggregate indebtedness to net capital 45 %

Reconciliation of net capital

Net capital as reported on the Company’s Part Il unaudited FOCUS report § 551,583
Audit adjustments -
Net capital per audit report, above $ 551,583

13



SPARTAN SECURITIES GROUP, LTD.

COMPUTATION OF DETERMINATON OF RESERVE REQUIREMENTS
UNDER RULE 15¢3-3 OF THE SECURITIES AND EXCHANGE COMMISSION
AS OF DECEMBER 31, 2009

The Company is claiming an exemption from Rule 15C3-3 under section (k)(2)(1)-

14



SPARTAN SECURITIES GROUP, LTD.

INFORMATION RELATING TO POSSESSION OR CONTROL REQUIREMENTS
UNDER RULE 15¢3-3 OF THE SECURITIES AND EXCHANGE COMMISSION
AS OF DECEMBER 31, 2009

The Company is claiming an exemption from Rule 15C3-3 under section (k)(2)(i).
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SPARTAN SECURITIES GROUP, LTD.

SCHEDULE OF SEGREGATION REQUIREMENTS AND FUNDS IN
SEGREGATION FOR CUSTOMERS’ REGULATED COMMODITY
FUTURES AND OPTIONS ACCOUNTS
AS OF DECEMBER 31, 2009

The Company is claiming an exemption from Rule 15C3-3 under section (k)(2)(1).
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Randall N. Drake, CPA, P.A.

1981 Promenade Way
Clearwater, FL 33760
727.536.4863
Randall@RDrakeCPA.com

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE AND ON INTERNAL CONTROL
" OVER FINANCIAL REPORTING

" To the Partners of
Spartan Securities Group, Ltd.
Clearwater, Florida

In planning and performing our audit of the financial statements of Spartan Securities Group, Ltd. (the
Company) as of and for the year ended December 31, 2009 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 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 Company’s internal control.

~ Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have made
a study of the practices and procedures followed by the Company, including tests of such practices and
procedures that we considered relevant to the objectives stated in Rule 17a-5(g), in making the periodic
computations of aggregate indebtedness (or aggregate debits) and net capital under Rule 17a-3(a)(11)
and for purposes of determining compliance with the exemptive provisions of Rule 15¢3-3. Because the
Company does not carry securities 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:

1) Making quarterly securities examinations, counts, verifications, and comparison and recordation
of differences required by Rule 17a-13.

2) Complying with the requirements for prompt payment for securities under Section 8 of Federal
Reserve Regulation T of the Board of Governors of the Federal Reserve System.

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 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 absolute assurance that assets for which the Company is
responsible are safeguarded against loss from unauthorized use or disposition and that transactions are
executed in accordance with the management’s authorization and recorded properly to permit the
preparation of financial statements in conformity with accounting principles generally accepted



To the Partners
Page Two

in the United States of America. Rule 17a-g(g) lists additional objectives of the
practices and procedures listed in the preceding paragraph.

Because of inherent limitations in internal control or 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
functions, to prevent or detect misstatements in a timely basis. A significant
deficiency is a control deficiency, or a combination of control deficiencies, that
adversely affects the entity’s ability to initiate, authorize, record, process, or report
financial data reliably in accordance with accounting principles generally accepted in
the United States of America such that there is more than a remote likelihood that a
material misstatement of the entity’s financial statements that is more than
inconsequential will not be prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant
deficiencies, that results in a more than 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 and control activities for safeguarding securities that we consider to be
material weakness, 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 and Exchange Act of 1934 and related
regulations, and that practices and procedures that do not accomplish such objectives
in all material respects indicate that a material inadequacy for such purposes. Based
on this understanding and on our study, we believe that the Company’s practices and
procedures at December 31, 2009, to meet the SEC’s objectives.

This report is intended solely for the information and use of the Partners, the SEC,
management, and other regulatory agencies that rely on Rule 17a-5(g) of 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.

/%&MWM B A4

February 25, 2010



