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(Address) (City) (State) (Zip Code)
CHECK ONE:

Certified Public Accountant
D Public Accountant

D Accountant not resident in United States or any of its possessions.
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OATH OR AFFIRMATION
I Robert Peters , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
McMahan Securities Co. L.:P.. ,as
of December 31, , 2009 , are true and correct. 1 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:

I s———

' ;@nature ’
7 ‘My Comtmssion Expires

May 31, 201 3 Financial and Opa'flru(t)llas Principal
itle

y ‘Public’

This report ok contains (check applicable boxes):

: E (a) Facing Page.
B El (b) Statement of Financial Condition.
) EI (c) Statement of Income (Loss).

El (d) Statement of Cash Flows.
E (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
D (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

‘ (g) Computation of Net Capital.

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

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

: [:l (j) -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.
[_—_I (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation

. EI (1) An Oath or Affirmation.
B " D (m) A copy of the SIPC Supplemental Report.

: D (n) A report describing 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).
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Partners of
McMahan Secutrities Co. L.P.

We have audited the accompanying statement of financial condition of McMahan Securities Co. L.P. (the
“Partnership”) as of December 31, 2009. This financial statement is the responsibility of the Partnership’s
management. Our responsibility is to express an opinion on this statement of financial condition based on
our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America as established by the American Institute of Certified Public Accountants. Those standards require
that we plan and perform the audit to obtain teasonable 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
putpose of expressing an opinion on the effectiveness of the Partnership’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 and significant estimates made by management, as well as evaluatlng the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our opinion.

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

position of McMahan Securities Co. L.P. as of December 31, 2009, in conformity with accounting principles
generally accepted in the United States of America.

Gt Tl 127

New Yotk, New York
February 24, 2010

Grant Thornton LLP
U.S. member firm of Grant Thornton International Ltd



McMahan Securities Co. L.P.
STATEMENT OF FINANCIAL CONDITION

December 31, 2009

ASSETS

Cash

Secutities owned at fair value

Receivable from clearing brokers

Interest and dividends receivable

Furniture, fixtures, office equipment and leasehold improvements
(net of accumulated depreciation and amortization of $2,050,606)

Investments in related entities

Receivable from related entities

Other

Total assets

LIABILITIES AND PARTNERSHIP CAPITAL

Secutities sold, not yet purchased, at fair value
Accrued expenses and other

Total liabilities

Total Partnership capital

Total liabilities and partnership capital

The accompanying notes are an integral part of this statement.

$ 196,023
10,094,684
6,680,083
38,518

67,308
1,820,107
233,517
586,383

—e

$19,716,623

$ 7,340,230
2,789,358

10,129,588

9,587,035

e e Ly

$19.716,623



McMahan Securities Co. L.P.
NOTES TO FINANCIAL STATEMENTS

December 31, 2009

NOTE A - ORGANIZATION

McMahan Securities Co. L.P. (the “Partnership”) is a broker-dealer and investment advisor registered
with the Securities and Exchange Commission (“SEC”) and is 2 member of the Financial Industry
Regulatory Authority Inc. (“FINRA”). The Partnership is primarily engaged in proprietary trading and,
on a limited basis, investment advisory. The Partnership also introduces institutional customers to
correspondent brokers and earns commissions on their transactions. The Partnership is exempt from
Rule 15¢3-3 of the under paragraph k(2)(ii) of that Rule.

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

1.

Basis of Preparation

The financial statements have been prepared in accordance with accounting principles generally
accepted in the United States of America (“US GAAP”)

Cash

Cash 1s held primarily at one major financial institution, which is a member of Federal Deposit
Insurance Corporation (“FDIC”). At times, the amount of cash on deposit at this financial
mstitution may exceed the FDIC insurance limit. The Partnership may be exposed to credit risk on
any portion of cash that exceeds the FDIC insurance limit.

Securities Transactions

Securities transactions are recorded on a trade-date basis. Securities owned and securities sold but
not yet purchased are valued at fair value.

Fair Value Measurement

US GAAP establishes a hierarchal disclosure framework that prioritizes and ranks the level of
market price observability used in measuting investments at fair value. Market price observability is
impacted by a number of factors, including the type of investment and the characteristics specific to
the investment. Investments with readily available active quoted prices or for which fair value can
be measured from actively quoted prices generally will have a higher degree of market price
observability and a lesser degree of judgment used in measuring fair value.



McMahan Securities Co. L.P.
NOTES TO FINANCIAL STATEMENTS (continued)

December 31, 2009

NOTE B (continued)

Investments measured and reported at fair value are classified and disclosed in one of the following
categoties:

Level 1 - Quoted prices ate available in active matkets for identical investments as of the reporting
date. As required by US GAAP, we do not adjust the quoted price for these investments, even in
situations whete we hold a large position and a sale could reasonably impact the quoted price.

Level 2 - Pricing inputs ate other than quoted prices in active markets, which are either directly or
indirectly obsetvable as of the reporting date, and fair value is determined through the use of models
or other valuation methodologies.

Level 3 - Pricing inputs are unobsetvable for the investment and include situations where there is
little, if any, market activity for the investment. The inputs into the determination of fair value
requite significant management judgment or estimation.

In certain cases, the inputs used to measure fair value may fall into different levels of the fair value
hierarchy. In such cases, an investment’s level within the fair value hierarchy is based on the lowest
level of input that is significant to the fair value measurement. Our assessment of the significance of
a particular input to the fair value measurement in its entirety requires judgment and considers
factors specific to the investment.

5. Furniture, Fixtures, Office Equipment, and L easehold Improvements

Furniture, fixtures, office equipment, and leasehold improvements are carried at cost. Depreciation
of furniture, fixtures and office equipment is provided on the straight-line method over the
estimated useful lives of the respective assets. Leasehold improvements are amortized over the
remaining term of the lease.

6. Investments in related entities

Investments in related entities are reported in the statement of financial condition at fair value which
approximates the Partnership’s portion of the net assets of these investments. The Partnership’s
risk of loss is limited to its investment in these entities. The Partnership may make additional
contributions or withdrawals.



McMahan Secutrities Co. L.P.
NOTES TO FINANCIAL STATEMENTS (continued)

December 31, 2009

NOTE B (continued)
7. Use of Estimates

The preparation of financial statements in conformity with US GAAP requires management to make
estimates and assumptions that affect the reported amount 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. Actual results could differ from those estimates.

8. Income Taxes

The Partnership is taxed as a partnership for U.S. federal income tax purposes. The partners include
their distributive share of the Partnership’s taxable income or loss on their respective income tax
returns. Accordingly, no income tax liability has been recorded in the financial statements of the

partnership.

In accordance with US GAAP, there are financial accounting and disclosure requirements for
recognition and measurement of tax positions taken or expected to be taken on an income tax
return. The Partnership has reviewed its tax positions and determined that the implementation did
not have a material impact on the Partnership’s financial statements or require additional disclosure.

NOTE C - RECENT ACCOUNTING PRONOUNCEMENTS

In June 2009, the Financial Accounting Standards Board (“FASB”) issued SFAS No. 167, newly codified
as Accounting standards Codification (“ASC”) 810, “Amendments to FASB Interpretation No. 46(R)”,
(“SFAS No. 167”), which amends the consolidation guidance applicable to variable interest entities
(“VIEs”). The amendments to the consolidation guidance affect all entities currently within the scope
of FIN 46(R), as well as qualifying special-purpose entities (“QSPEs”) that are currently excluded from
the scope of FIN 46(R). SFAS No. 167 teplaces the quantitative-based risks and rewards calculation for
determining which enterprise, if any, has a controlling financial interest in a VIE with an approach
focused on identifying which enterprise has the power to ditect the activities of a VIE that most
significantly impact the entity’s economic performance and (1) the obligation to absorb losses of the
entity or (2) the right to receive benefits from the entity. SFAS No. 167 is effective as of the beginning
of the first fiscal year beginning after November 15, 2009. The Partnership is currently evaluating the
impact, if any, that SFAS No. 167 would have on the Partnership’s financial condition, results of
operations and cash flows upon adoption.



McMahan Securities Co. L.P.

NOTES TO FINANCIAL STATEMENTS (continued)

December 31, 2009

NOTE D - RECEIVABLE FROM CLEARING BROKERS

The Partnership conducts business with its clearing brokers for its own proprietaty accounts. The

clearing and depositoty operations for the Partnership’s proprietary transactions are performed by its
clearing brokers pursuant to their clearance agreements. All securities owned, secutities sold, but not yet

purchased and the due from cleating brokers reflected in the statement of financial condition are
positions carried by and amounts due from the clearing brokers.

NOTE E - FAIR VALUE MEASUREMENT

The following table summarizes the valuation of the Partnership’s securities positions by the US GAAP

fair value hierarchy levels, as mentioned in Note B, as of December 31, 2009:

Assets Tevel 1

Securities owned

Convertible bonds $ -
Equity securities 1,019,805
Exchange-traded funds 175,250
Warrants -

Investment in related entities -

$1.195.055
Liabilities
Securities sold, not yet purchased
Convertible bonds $ -
Equity securities 5,291,665
$5.291,665

NOTE F - DERIVATIVE FINANCIAL INSTRUMENTS

Level 2 Tevel 3 Total
$7,459,044 $ - $ 7,459,044
1,180,856 - 2,200,661
- - 175,250
259,729 - 259,729
- 1,820.107 1.820.107
$8.899.629 $1.820,107 $11.914.791
$1,761,303 $ - $1,761,303
287.262 - 5,578.927
$2.048.565 $__ - $7.340.,230

During 2009, the Partnership’s derivative activities were limited to the trading of over-the-counter
options. This trading of over-the-counter options was conducted to satisfy the needs of our clients,

hedge proprietary portfolio tisks, and pursue trading profits opportunistically. During 2009, the trading
of over-the-countet options was an insignificant portion of the overall trading at the Partnership. As of

December 31, 2009, the Partnership did not have any derivative position in its proprietary portfolio.

_7.



McMahan Securities Co. L.P.
NOTES TO FINANCIAL STATEMENTS (continued)

December 31, 2009

NOTE G - NET CAPITAL REQUIREMENT

As a registered broker-dealer the Partnership is subject to Rule 15¢3-1 of the SEC which specifies
uniform net capital requitements for its registrants.

The Partnership has elected the “Alternative Net Capital Requirement” under paragraph (f) of this Rule,
which states that the broker-dealer must maintain net capital, as defined, equal to the greater of $250,000
or 2% of aggregate debit items computed in accordance with the Formula for Determination of Reserve
Requirements, for Brokers and Dealers (rule 15¢3-3). At December 31, 2009, the Partnership had net
capital of $4,734,422, which exceeded its requirement of $250,000 by $4,484,422.

Proprietary accounts held at the clearing broker (“PAIB assets™) are considered allowable assets in the
computation of net capital pursuant to an agreement between the Partnership and the clearing broker
which requires, among other things, for the clearing broker to perform a computation for PAIB assets
similar to the customer reserve computation set forth in Rule 15¢3-3.

NOTE H - FINANCIAL INSTRUMENTS WITH OFF-BALANCE-SHEET
RISK AND CONCENTRATION OF CREDIT RISK

In the normal course of business, the Partnership entets into transactions in secutities sold, but not yet
purchased. These transactions contain off-balance-sheet risk whereby the Partnership will incur a loss if
the market value of the securities increases over amounts recognized in the statement of financial
condition. Generally, the Partnership limits its risk by holding offsetting security positions.

Substantially all of the Partnership’s cash and securities positions are held by a custodian broker. The
Partnership’s custodian broker is highly capitalized and 2 member of major securities exchanges.

Although the Partnership clears its customer transactions through another broker-dealer,
nonperformance by its customers in fulfilling their contractual obligations pursuant to secutities
transactions may expose the Partnership to nisk and potential loss. However, the transactions are fully
collateralized by the underlying security.



McMahan Secutities Co. L.P.
NOTES TO FINANCIAL STATEMENTS (continued)

December 31, 2009

NOTE I - COMMITMENTS AND CONTINGENCIES
L ease Commitment

The Partnership has a noncancellable lease for office space, which expires on Match 31, 2011. The lease
is subject to escalations for increases in real estate taxes and operating costs. The minimum annual
rentals are as follows:
Minimum
rentals
Year ending December 31,
2010 $ 974,153
2011 243,539

$1,217,692
Regulatory Matters
The Partnership is currently participating in a regulatory review. In the opinion of management, the

completion of this review is not expected to have any effect on the financial condition and results of
operations of the Partnership.

NOTE ] - 401(k) PLAN

The Partnership maintains 2 401(k) savings and profit-sharing plan (the “Plan”). Full-time employees
who have completed three months of service and have attained 21 years of age ate eligible to participate.
Participant contributions are limited to the lesser of 15% of compensation or the amounts prescribed by
government regulations. The Partnership, at its discretion, may make contributions to the Plan.



McMahan Securities Co. L.P.
NOTES TO FINANCIAL STATEMENTS (continued)

December 31, 2009

NOTE K - RELATED PARTY TRANSACTIONS
1. Administrative and Employee Costs

The Partnership shares certain administrative and employee costs with related entities, pursuant to
executed cost sharing agreements. These costs include information technology services, facility
rental, and back-office employee compensation and benefits. On a regular basis, the Partnership is
reimbursed for these costs that were incurted on behalf of the related entities. The Partnership has
a receivable for these costs of $233,517 at December 31, 2009, which is included in the statement of
financial condition. '

2. Repayment of Note from Limited Partner

On June 6, 2008, a Limited Partner obtained a loan from the Partnership in the original principal
amount of $7,850,000. This loan bore an annual simple interest rate of 6.5% and was originally due
on June 6,2012. On May 1, 2009, the Limited Partner repaid the loan in full by prepaying
$8,310,000 to the Partnership, comprising of $7,850,000 in original principal plus $460,000 in

accrued interest.
3. Investments in Related Entities

The Partnership has investments in certain related entities consisting of investment partnerships.
These investment partnerships principally invest in securities accounted for at fair value.
Accordingly, the Partnership records its investments in these related entities based on its
proportionate share of net assets and of investment income or losses. At December 31, 2009, the
Partnership’s investments in these entities amounted to $1,820,107.

NOTE L - SUBSEQUENT EVENTS

The Partnership has evaluated events and transactions that may have occurred since December 31, 2009
through February 24, 2009, the date the financial statements were available for issuance and has
determined the following subsequent event during this period:

On February 2, 2010, a limited partner contributed approximately $373,000 of capital into the
Partnership.

On February 12, 2010, the Partnership was named as a defendant in 2 legal matter. In the opinion of
management, the resolution of this matter will not have a material adverse effect on the financial
condition and results of operations of the Partnership.

-10 -



SCHEDULE OF ASSESSMENT AND PAYMENTS TO THE SECURITIES INVESTOR
PROTECTION CORPORATION (“SIPC”) AND REPORT OF
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INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM’S REPORT ON APPLYING
AGREED-UPON PROCEDURES RELATED TO AN ENTITY’S SIPC ASSESSMENT
RECONCILIATION

To the Partners of
McMahan Securities Co., L.P.

In accordance with Rule 17a-5(e)(4) under the Securities Exchange Act of 1934, we have performed the
procedures enumerated below with respect to the accompanying Schedule of Assessment and Payments to
the Securities Investor Protection Cotporation (“SIPC”) for the fiscal period beginning Aprl 1, 2009 and
ending December 31, 2009, which were agreed to by McMahan Securities Co., L.P. (the “Partnership”) and
the Securities and Exchange Commission, Financial Industry Regulatory Authority, Inc. and SIPC solely to
assist you and the other specified parties in evaluating the Partnership’s compliance with the applicable
instructions of the Transitional Assessment Reconciliation (“Form SIPC-7T7). The Partnership’s
management is responsible for the Partnership’s 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:

1. Compared the listed assessment payments in Form SIPC-7T with respective cash disbursement
records entties noting no differences;

2. Compared the Total Revenue amounts of the audited Form X-17A-5 for the year ended December
31, 2009 less revenues reported on the FOCUS reports for the period from January 1, 2009 to March
31, 2009 as applicable, with the amounts reported in Form SIPC-7T for the period from Apnil 1, 2009
to December 31, 2009 noting no differences;

3. Compared any adjustments reported in Form SIPC-7T with supporting schedules and working papers
noting no differences; and '

-2

Grant Thornton LLP
U.S. member firm of Grant Thornton international Ltd



4. Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7T and in the related
schedules and wotking papers supporting the adjustments noting no differences.

We were not engaged to, and did not conduct an examination, the objective of which would be the
expression of an opinion on compliance. Accordingly, we do not express such an opinion. Had we
petformed additional procedures, other matters might have come to our attention that would have been
reported to you. '

This repott is intended solely for the information and use of the specified parties listed above. It is not
intended for, and should not be used by anyone other than these specified parties.

Gt Toredlsy 127

New York, New York
February 24, 2010



SIPC-7T

(29-REV 12/09)

1. Name of Member, address, Designated Examining Authority, 1934 Act registration no. and month in which fiscal year ends for
purposes of the audit requirement of SEC Rule 17a-5:

—

039573 FINRA DEC

MCMAHAN SECURITIES CO LP

500 W PUTNAM AVE STE 2
GREENWICH CT 06830-6079

L

9'9

202-371-8300
Transitional Assessment Reconciliation

SECURITIES INVESTOR PROTECTION CORPORATION
805 15th St. N.W. Suite 800, Washington, D.C. 20005-2215

{Read carefully the instructions in your Working Copy before completing this Form)

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

Note: If any of the information shown on the mailing label
requires correction, please e-mail any corrections to
form@sipc.org and so indicate on the form filed.

Name and telephone number of person to contact

respe

| Rober+ Pters La3-48-3 345

cting this form.

2. A. General Assessment [item 2e from page 2 (not less than $150 minimum}}

$

3/633

B. Less payment madg with SIPC-6 filed including $150 paid with 2009 SIPC-4 (exclude interest) ({ /3, Q 75

/0 o7

’ Date Paid

C. Less prior overpayment applied

D. Assessment balance due or {overpayment)

E. Interest computed on lale payment (see instruction E) for_

days at 20% per annum

F. Total assessment balance and interest due {or overpayment carried forward)

G. PAID WITH THIS FORM:

Check enclosed, payable to SIPC
Total (must be same as F above)

H. Overpayment carried forward

$

/& S¥0

$(

( "
/8, 54O

$

[ & S¥O

3. Subsidiaries (S) and predecessors (P) included in this form {give name and 1934 Act registration number):

The SIPC member submitting this form and the
person by whom it is executed represent thereby
that all information contained herein is true, correct

and complete.

Dated lhe&day of_Fe./:«)_ ;7.,@7 20[&.

This form and the assessment payment is due 60 days after the end of the fiscal year. Retain the Working Copy of this form

for a period of not less than 6 ye

\_:‘:’/

MCMQéam §G(’C(H"7Z/f’s C/C?s é?
1

/ (Name of Cor, . Patyreiship or other organization)
e/ %\

{Avthortzed Signatuse)

=/ Ao

ars, the latest 2 years in an easily accessible place.

SIPC REVIEWER

Dates:

Postmarked Received Reviewed
Calculations Documeniation
Exceptions:

Disposition of exceptions:

Forward Copy

SIPC-7T

(29-REV 12/09)




AND GENERAL ASSESSMENT

item No.
2a. Total revenue {FOCUS Line 12/Part 1A Line 9. Code 4030}

2b. Additions:
(1) Total revenves from the securities business ol subsidiaries (except foreign subsidiaries) and
predecessors not included above.
{2) Net loss from principal transactions in securities in trading accounls.
(3) Net loss from principal transactions in commodities in trading accounts.
(4) Interest and dividend expense deducted in determining item 2a.

(5) Net loss from management of or participation in the underwriting or distribution of securities.

(6) Expenses other than advertising, printing, registration fees and legal fees deducted in determining nel
profit from management of or participation in underwriting or distribution of securities.

(7) Net loss from securities in investment accounts.
Total additions

2c. Deductions:
(1) Revenues from the distribution of shares of a registered open end investment company or unit

investment trust, from the sale of variable annuities, from the business of insurance, from investment
advisory services rendered to registered investment companies or insurance company separate
accounts, and from transactions in security futures products.

(2) Revenues from commodity transactions.

(3) Commissions, floor brokerage and clearance paid to other SIPC members in connection with
securities transactions.

(4) Reimbursements for poslage in connection with proxy solicitation.
(5) Net gain from securities in investment accounts.

(6) 100% of commissions and markups earned from transactions in (i) certificates of deposit and
(ii} Treasury bills, bankers acceptances or commercial paper that mature pine months or fess
from issuance date.

{7) Direct expenses of printing advertising and legal fees incurred in connection with other revenue
related to the securities business (revenue defined by Section 16(9){L) of the Act).

(8) Other revenue nol related either directly or indirectly to the securities business.
{See Instruction C}:

JDETERMINATION OF “SIPC NET OPERATING REVENUES”

Amounts for the fiscal period

beginning April 1, 2009
and endinngC?MZcb _}l Z(Q_q

Eliminate cents

s /3976 19

/75322

(75317

7 04

Y75 1/L

2 375

13 /07

Code 4075 plus tine 2b(4) above) but not in excess

(9) {i) Total interest and dividend expense (FOCUS Line 22/PART HA Line 13,
of total interest and dividend income. $ /

7y @/l

(i} 40% of interest earned on customers securities accounts
(40% of FOCUS line 5, Code 33960).

Enter the greater of line (i} or (i)
Total deductions
2d. SIPC Net Operating Revenues

2e. General Assessment @ .0025

294 81/

[$9¢ 4532

c /LES3 KB
s 3/ £33

{to page 1 but not less than
$150 minimum)




INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM’S
SUPPLEMENTARY REPORT ON
INTERNAL CONTROL REQUIRED BY SEC RULE 17a-5
MCMAHAN SECURITIES CO., L.P.
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INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM’S
SUPPLEMENTARY REPORT ON
INTERNAL CONTROL REQUIRED BY SEC RULE 17a-5

To the Partners of
McMahan Secutities Co., L.P.

In planning and performing our audit of the financial statements of McMahan Securities Co., L.P.(the
“Partnership”) 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 Pattnership’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 putpose of expressing an opinion on the
effectiveness of the Partnership’s internal control. Accordingly, we do not express an opinion on the
effectiveness of the Partnership’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 Partnership including consideration of control
activities for safeguarding securities. This study included tests of compliance with such practices and
procedures that we considered relevant to the objectives stated in Rule 17a-5(g), in making the periodic
computations of aggregate debits and net capital under Rule 17a-3(a)(11) and for determining compliance
with the exemptive provisions of Rule 15¢3-3.

Because the Partnership does not carry securities accounts for customets or perform custodial functions
relating to customer securities, we did not review the practices and procedures followed by the Partnership
in any of the following:

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

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.

Grant Thornton LLP
U.S. member firm of Grant Thornton International Ltd



The management of the Partnership 1s 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 m 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 Partnership has responsibility are safeguarded against loss from
unauthorized use or disposition and that transactions are executed in accordance with management’s
authorization and recorded propetly to permit the preparation of financial statements in conformity with
generally accepted accounting principles. Rule 17a-5(g) lists additional objectives 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, etror
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 to prevent or detect misstatements on a timely basis in the normal course of performing their
assigned functions. A significant deficiency is a deficiency, or combination of deficiencies, in internal
control that is less severe than a material weakness, yet important enough to merit attention by those
charged with governance.

A material weakness is a significant deficiency, or combination of significant deficiencies, in internal control,
such that there is a reasonable possibility that a material misstatement of the Partnership’s financial
statements will not be prevented or detected and corrected on a timely basis.

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. We did not identify any deficiencies in internal control and control activities for safeguarding
securities that we consider to be matenial 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
Secunties 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 Partnership’s practices and procedures, as
described 1n the second paragraph of this report, were adequate at December 31, 2009, to meet the SEC’s

objectives.

This report is intended solely for the information and use of the Member, management, the SEC, the
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. It 1s not intended
for, and should not be used by anyone other than these specified parties.
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