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OATH OR AFFIRMATION

Diane LaPointe swear or affirm that to the best of my knowledge and belief the accompanying

financial statements and supporting schedules pertaining to the firm of Gabelli ComDanv lnc as

of December 31 2009 are true and correct 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 customer except as follows

Signature

Financial OD
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PrinciDal

GEORGE MMDOIAOO
Notary Public Stat of New York
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Deloitte
Deloitte Touche LLP

Two World Financial Center

New York NY 10281-1414

USA

Tel -i-i 2124362000

Fax 212 436 5000

www.deloitte.com

INDEPENDENT AUDITORS REPORT

To the Board of Directors and Stockholders of

Gabelli Company Inc

Rye New York

We have audited the accompanying statement of fmancial condition of Gabelli Company Inc the

Company as of December 31 2009 that you are filing pursuant to Rule 7a-5 under the Securities

Exchange Act of 1934 This financial statement is the responsibility of the Companys management

Our responsibility is to express an opinion on this financial statement based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United

States of America Those standards require that we plan and perform the audit to obtain reasonable

assurance about whether the financial statement is free of material misstatement An audit includes

consideration of internal control over financial reporting as basis for designing audit procedures

that are appropriate in the circumstances but not for the purpose of expressing an opinion on the

effectiveness of the Companys internal control over fmancial reporting Accordingly we express no

such opinion An audit also includes examining on test basis evidence supporting the amounts and

disclosures in the financial statement assessing the accounting principles used and significant

estimates made by management as well as evaluating the overall financial statement presentation

We believe that our audit provides reasonable basis for our opinion

In our opinion such statement of fmancial condition presents fairly in all material respects the

financial position of Gabelli Company Inc at December 31 2009 in conformity with accounting

principles generally accepted in the United States of America

9L
February 25 2010

Member of

Deloitte Touche Tobmatsu



Gabelli Company Inc

Wholly-owned Subsidiary of Gabelli Securities be

Statement of Financial Condition

December 31 2009

Assets

Cash and cash equivalents $24945740

Securities owned at fair value 1707687

Receivables from brokers and clearing organizations 5289377

Distribution fees receivable 2142122

Receivables from affiliates 119165

Deposit with clearing organization 100000

Deferred sales commissions 1006619

Fixed assets net of accumulated depreciation of $998841 28111

Other assets 365119

Total assets $35703940

Liabilities and stockholders equity

Compensation payable 2446436

Distribution costs payable 5709985

Income taxes payable including deferred taxes of $475314 553682

Payables to affiliates 2845643

Accrued expenses and other liabilities 620011

Total liabilities 12175757

Stockholders equity

Common stock $.01 par value 200 shares authorized

issued and outstanding

Additional paid-in capital
5883980

Retained earnings 17644201

Total stockholders equity 23528183

Total liabilities and stockholders equity $35703940

See accompanying notes



Gabelli Company Inc

Wholly-owned Subsidiary of Gabelli Securities Inc

Notes to Statement of Financial Condition

December 31 2009

Organization and Business Description

Gabelli Company Inc the Company is wholly-owned subsidiary of Gabeffi

Securities Inc the Parent which in turn is majority-owned subsidiary of GAMCO

Investors Inc GBL The Company is broker-dealer registered with the Securities and

Exchange Conmiission the SEC and is regulated by the Financial Industry Regulatory

Authority FINRA

The Companys revenues are derived primarily from the distribution of Gabelli and GAMCO

mutual funds Funds advised by Gabeffi Funds LLC and Teton Advisors Inc brokerage

conmiissions underwriting fees and selling concessions Gabelli Funds LLC is subsidiary

of GBL and Teton Advisors Inc is majority-owned by GGCP Inc which is also the majority

shareholder of GBL The Company provides institutional investors and investment

partnerships with investment ideas on numerous industries and special situations with

particular
focus on small-cap and mid-cap companies The team of sell-side analysts follow

economic sectors on global basis and are bottom-up stock pickers recommending

companies that trade at significant differences to Private Market Value PMV PMV

investing is disciplined research-driven approach based on the extensive use of security

analysis In this process the Company carefully selects stocks whose intrinsic value based on

the Companys estimate of current asset value and future growth and earnings power is

significantly different from the value as reflected in the public market The Company then

calculates the firms PMV which is defined as the price an informed industrial buyer would

be likely to pay to acquire the business The research focuses on company fundamentals cash

flow statistics and catalysts that will help realize returns

The Company distributes Gabelli and GAMCO open-end Funds pursuant to distribution

agreements with each Fund Under each distribution agreement with an open-end Fund the

Company offers and sells such open-end Fund shares on continuous basis and pays all of the

costs of marketing and seffing the shares including printing and mailing prospectuses and

sales literature advertising and maintaining sales and customer service personnel and sales

and services fuffiliment systems and payments to the sponsors of third-party distribution

programs financial intermediaries and the Company sales personnel The Company receives

fees for such services pursuant to distribution plans adopted under provisions of Rule 12b-l

12b-1 of the Investment Company Act of 1940 Investment Company Act The

Company is the principal underwriter for funds distributed in multiple classes of shares which

carry
either front-end or back-end sales charge



Organization and Business Description continued

Under the distribution plans the open-end Class AAA shares of the Funds except The

Gabelli U.S Treasury Money Market Fund Gabeffi Capital Asset Fund and The Gabeffi ABC

Fund and the Class and shares of various Funds pay the Company distribution or

service fee of .25% per year except the Class shares of the GAMCO Westwood Funds and

Gabelli Enterprise Mergers Acquisitions Fund which pay .50% and .45% per year

respectively and the GAMCO Westwood Intermediate Bond Fund which pays .35% on the

average daily net assets of the fund Class and Class shares have 12b-l distribution plan

with service and distribution fee totaling 1% The Companys distribution agreements with

the Funds may continue in effect from year to year only if specifically approved at least

annually by the Funds Board of Directors or Trustees or ii the Funds shareholders and in

either case the vote of majority of the Funds directors or trustees who are not parties to the

agreement or interested persons of any such party within the meaning of the Investment

Company Act Each Fund may terminate its distribution agreement or any agreement

thereunder at any time upon 60 days written notice by vote of the majority of its directors

or trustees cast in person at meeting called for the purpose of voting on such termination or

ii vote at meeting of shareholders of the lesser of either 67% of the voting shares

represented in person or by proxy or 50% of the outstanding voting shares of such Fund Each

distribution agreement automatically terminates in the event of its assignment as defmed in

the Investment Company Act The Company may terminate distribution agreement without

penalty upon 60 days written notice

The Company generates brokerage commission revenues from securities transactions

executed on an agency basis on behalf of institutional clients and mutual funds private wealth

management clients and retail customers of affiliate companies The Company is also

involved in syndicated underwriting activities It participates in syndicated underwritings of

public equity and debt offerings managed by major investment banks During 2009 it did not

participate in any syndicated underwritings however it acted as Dealer Manager in the rights

offering and Sales Manager in the secondary offerings of certain Funds Finally the Company

also has investment income generated from its proprietary trading activities

The Companys principal market is in the United States



Organization and Business Description continued

The Company acts as an introducing broker and all securities transactions for the Company

and its customers are cleared through and carried by two New York Stock Exchange

NYSE member firms on fully disclosed basis The Company has Proprietary Accounts

of Introducing Brokers PAIB agreements with these firms Accordingly open customer

transactions are not reflected in the accompanying Statement of Financial Condition The

Company is exposed to credit losses on these open transactions in the event of

nonperformance by its customers pursuant to conditions of its clearing agreements with its

clearing brokers This exposure is reduced by the clearing brokers policy of monitoring the

collateral and credit of the counterparties
until the transaction is completed

Significant Accounting Policies

Cash and Cash Equivalents

The Company generally classifies money market mutual funds and other highly liquid

investments with maturity of three months or less as cash equivalents

Securities Owned

Securities owned including common stocks and mutual funds are recorded at fair value in

accordance with Financial Accounting Standards Board FASB guidance All securities

transactions commissions and related clearing charges are recorded on trade date basis

FASB guidance defines fair value establishes framework for measuring fair value and

expands disclosures about fair value measurements All of the instruments within

securities owned are measured at fair value



Significant Accounting Policies continued

Securities Oied continued

The Companys assets and liabilities recorded at fair value have been categorized based

upon fair value hierarchy The levels of the fair value hierarchy and their applicability to

the Company are described below

Level inputs utilize quoted prices unadjusted in active markets for identical assets

or liabilities

Level inputs utilize inputs other than quoted prices included in Level that are

observable for the asset or liability either directly or indirectly Level inputs include

quoted prices for similar assets and liabilities in active markets and inputs other than

quoted prices that are observable for the asset or liability such as interest rates and

yield curves that are observable at commonly quoted intervals

Level inputs are unobservable inputs for the asset or liability and include situations

where there is little if any market activity for the asset or liability

In certain cases the inputs used to measure fair value may fall into different levels of the

fair value hierarchy In such cases the level in the fair value hierarchy within which the

fair value measurement in its entirety falls has been determined based on the lowest level

input that is significant to the fair value measurement in its entirety The Companys
assessment of the significance of particular input to the fair value measurement in its

entirety requires judgment and considers factors specific to the asset or liability

The availability of observable inputs can vary from product to product and is affected by

wide variety of factors including for example the type of product whether the product

is new and not yet established in the marketplace and other characteristics particular to

the transaction To the extent that valuation is based on models or inputs that are less

observable or unobservable in the market the determination of fair value requires more

judgment Accordingly the degree of judgment exercised by the Company in determining

fair value is greatest for instruments categorized as Level

Many of our securities have bid and ask prices that can be observed in the marketplace

Bid prices reflect the highest price that the Company and others are willing to pay for an

asset Ask prices represent the lowest price that the Company and others are willing to

accept for an asset



Significant Accounting Policies continued

Securities Owned continued

Cash and cash eciuivalents Cash and cash equivalents which include investments in

money market mutual funds are valued using quoted market prices Valuation

adjustments are not applied Accordingly cash and cash equivalents are categorized in

Level of the fair value hierarchy

Securities owned Securities owned are generally valued based on quoted prices from an

exchange To the extent these securities are actively traded valuation adjustments are not

applied and they are categorized in Level of the fair value hierarchy Infrequently traded

investments are included in Level of the fair value hierarchy because significant inputs to

measure fair value are unobservable

Deferred Sales Commissions

Sales commissions paid to broker-dealers in connection with the sale of certain classes of

shares of open-end funds and private funds are generally capitalized and amortized over

periods from to years based upon the period of time during which deferred sales

commissions are expected to be recovered from distribution plan payments received from
those funds and from contingent deferred sales charges received from shareholders of those

funds upon redemption of their shares Distribution plan payments received from these funds

are recorded in revenue as earned Contingent deferred sales charges and early withdrawal

charges received from redeeming shareholders of these funds are generally applied to reduce

the Companys unamortized deferred sales commission assets Should the Company lose its

ability to recover such sales commissions through distribution plan payments and contingent
deferred sales charges the value of these assets would immediately decline as would future

cash flows

The Company evaluates the carrying value of its deferred sales commission asset for

impairment on quarterly basis In its impairment analysis the Company compares the

carrying value of the deferred sales commission asset to the undiscounted cash flows expected
to be generated by the asset in the form of distribution fees over the remaining useful life of

the deferred sales commission asset to determine whether impairment has occurred If the

carrying value of the asset exceeds the undiscounted cash flows the asset is written down to

fair value based on the discounted cash flows There was no impairment charge in 2009



Significant Accounting Policies continued

Receivables from Brokers and Clearing Organizations

Commission revenue and related clearing charges are recorded on trade-date basis and

amounts receivable are included in receivables from brokers and clearing organizations

Distribution Costs Payable

Distribution plan fees are accrued for during the period in which they are earned Distribution

costs are accrued as they are incurred

Fixed Assets

Fixed assets are recorded at cost and depreciated using the straight-line method over their

estimated useful lives

Income Taxes

Income tax expense is based on pre-tax income including adjustments made for the

recognition or derecognition related to uncertain tax positions The recognition or

derecognition of income tax related to uncertain tax positions is determined under the

guidance as prescribed by FASB which requires assessment of whether tax position has met

the more-likely-than-not recognition threshold and the recording of liability for those

positions which do Deferred tax assets and liabilities are recognized for the future tax

attributable to differences between the fmancial statement canying amounts of existing assets

and liabilities and their respective tax bases Deferred tax assets and liabilities are measured

using enacted tax rates at which they are expected to be recovered or paid The effect on

deferred tax assets and liabilities of change in tax rates is recognized in earnings in the period

that includes the enactment date

Fair Values of Financial Instruments

The carrying amounts of all assets and liabilities in the Statement of Financial Condition

approximate their fair values



Significant Accounting Policies continued

Use of Estimates

The Companys Statement of Financial Condition is prepared in accordance with accounting

principles generally accepted in the United States which requires management to make

estimates and assumptions that affect the reported amounts of assets and liabilities and

disclosure of contingent assets and liabilities at the date of the Statement of Financial

Condition Actual results could differ from those estimates

Recent Accounting Developments

In April 2009 the FASB issued three FASB Staff Positions FSP intended to provide

additional application guidance and enhance disclosures regarding fair value measurements

and impairments of securities by making the disclosures more consistent with previous fair

value guidance increasing the frequency of fair value disclosures and create greater clarity and

consistency in accounting for and presenting impairment losses on securities The application

was not material to the Statement of Financial Condition

In May 2009 the FASB issued guidance to establish general standards of accounting for and

disclosure of events that occur after the balance sheet date but before the Statement of

Financial Condition is issued or is available to be issued Although the guidance did not

change the recognition and disclosure requirements for type and type II subsequent events it

does refer to them as recognized type and non-recognized type II subsequent events

Management is required to disclose the date through which subsequent events have been

evaluated and whether that is the date on which the Statement of Financial Condition was

issued or was available to be issued The Company adopted this guidance prospectively and

the adoption impacted only the Companys disclosure of subsequent events Refer to Note



Significant Accounting Policies continued

Recent Accounting Developments continued

Tn June 2009 the FASB approved The FASB Accounting Standards Codification as the

single source of authoritative nongovernmental U.S GAAP effective for interim and annual

periods ending after September 15 2009 All existing accounting standard documents are

superseded All other accounting literature not included in the Codification wifi be considered

non-authoritative The Codification reorganizes the thousands of U.S GAAP

pronouncements into roughly 90 accounting topics and displays all topics using consistent

structure It also includes relevant Securities and Exchange Commission guidance that

follows the same topical structure in separate sections in the Codification While the

Codification does not change GAAP it introduces new structure one that is organized in an

easily accessible user-friendly online research system The FASB expects that the new

system wifi reduce the amount of time and effort required to research an accounting issue

mitigate the risk of noncompliance with standards through improved usability of the literature

provide accurate information with real-time updates as new standards are released and assist

the FASB with the research efforts required during the standard-setting process While the

Codification does not change the U.S GAAP used by the Company it will change how U.S

GAAP is referenced in the Statement of Financial Condition All references to U.S GAAP

are organized by topic subtopic section and paragraph and are preceded by FASB ASC

where ASC stands for Accounting Standards Codification

Tn August 2009 the FASB issued guidance to clarify that in circumstances in which quoted

price in an active market for the identical liability is not avallable reporting entity is required

to measure fair value using the quoted price of the identical liability when traded as an asset

quoted prices for similar liabilities or similar liabilities when traded as assets or another

valuation technique that is consistent with the principles
of fair value The guidance provided

in this update is effective for the first reporting period beginning after issuance of the update

The application of this update is not material to the Statement of Financial Condition

10



Significant Accounting Policies continued

Recent Accounting Developments continued

Tn September 2009 the FASB issued guidance for the fair value measurement of investments

in certain entities that calculate net asset value per share or its equivalent The guidance

permits as practical expedient reporting entity to measure the fair value of an investment

that is within the scope of the guidance on the basis of the net asset value per share of the

investment or its equivalent Additionally this guidance requires
disclosures about the nature

of any restrictions on redemptions any unfunded commitments and the investment strategies

of the investees The guidance is effective for financial statements issued for fiscal years and

interim periods ending after December 152009 The adoption of this guidance did not have

material effect on the Statement of Financial Condition

Related Party Transactions

At December 31 2009 the Company had an investment of $24942007 in The Gabeffi U.S

Treasury Money Market Fund advised by Gabelli Funds LLC which is an affiliate of the

Company The amount is recorded in cash and cash equivalents in the Statement of Financial

Condition

In 2009 the Company earned 69% of its commission revenue from transactions executed on

behalf of Funds and private wealth management clients advised by GAMCO Asset

Management Inc

The Company acted as Dealer Manager for The Gabelli Global Deal Funds Series

Cumulative Callable Preferred Share Rights Offering The offering closed on February

2009 The Gabeffi Global Deal Fund agreed to pay the Company fee for its financial

structuring marketing and solicitation services equal to $0.25 per 10 Rights exercised

pursuant to the rights offering The Dealer Manager reallowed to other broker-dealers that had

executed and delivered soliciting dealer agreement and had solicited the exercise of Rights

solicitation fees equal to $0.25 for each Preferred Share issued During 2009 the Company

also participated as agent in the secondary offerings of The Gabeffi Global Gold Natural

Resources Income Trust GGN

11



Related Party Transactions continued

The Company serves as the principal
distributor for the funds advised by Gabelli Funds LLC

and Teton Advisors Inc In connection with its role as principal distributor the Company has

distribution fees receivable of $2142122 at December 31 2009 These fees were collected in

January 2010

Gabelli Funds LLC and Teton Advisors Inc have agreed to reimburse the Company for

distribution costs in excess of the distribution fees received from the funds advised by Gabeffi

Funds LLC and Teton Advisors Inc on fund-by-fund basis When distribution fees exceed

distribution costs the Company will reimburse Gabelli Funds LLC and Teton Advisors Inc

up to the amount previously reimbursed to the Company Through December 31 2009 the

total cumulative amount reimbursable to Gabeffi Funds LLC and Teton Advisors Inc was

$4861072 which is payable in the future only if and when distribution fees on fund-by-

fund basis exceed distribution costs

The Funds reimburse the Company an approved number of basis points which is determined

by the Funds Board of Directors quarterly on certain No Transaction Fee NTF mutual

fund assets At December 31 2009 the related receivable was $52000 and is included in

receivables from affiliates

The Company pays GBL monthly management fee equal to 20% of the Companys pretax

profits
before consideration of this fee The Company also pays GBL an administrative

management fee of 2.75% of total brokerage income The Company also pays or receives

from GBL the amount of its portion of the consolidated current tax expense or benefit

respectively See Note for details

At December 31 2009 the receivables from affiliates consisted of compensation and

administrative expenses paid by the Company on behalf of affiliates and the payables to

affiliates primarily consisted of the net proceeds of unsettled trades related to the secondary

offerings of GGN which amounted to $2805206 and are paid to the fund when the trades

are settled

On December 1997 GBL entered into fifteen-year lease expiring on April 30 2013 of

office space at 401 Theodore FremdAye Rye NY from M4E LLC an entity owned by the

children of the GBL Chairman On September 15 2008 GBL modified and

extended this lease to December 31 2023

12



Securities Owned

Securities owned are recorded at fair value and consist of the following at

December 31 2009

Common stocks 1654563

Mutual funds 53124

Total 1707687

Fair Value

The following table presents information about the Companys assets and liabilities by

major categories measured at fair value on recurring basis as of December 31 2009 and

indicates the fair value hierarchy of the valuation techniques utilized by the Company to

determine such fair value

Assets Measured at Fair Value on Recurring Basis as of December 31 2009

Quoted Prices Significant

in Active Other Significant

Markets for Observable Unobservable Balance as of

Identical Assets Inputs Inputs December 31

Assets Level Level Level 2009

Cash and cash equivalents
$24945740 24945740

Common stocks 1652472 441 1650 1654563

Mutual funds
53124 53124

Total assets at fair value $26651336 441 1650 $26653427

Changes in Level Assets Measured at Fair Value on Recurring Basis for the year ended

December 31 2009

Total

December Realized and Net December

31 2008 Unrealized Purchases Transfers In 31 2009

Beginning Gains or and Sales and/or Out Beginning

Assets Balance Losses net of Level Balance

Common Stocks 1650 1650

13



Fair Value continued

During the year ended December 31 2009 the Company reclassified $1650 of investments

from Level to Level The reclassification was due to reduction in market price

quotations for these investments The transfer in was based on the values at the beginning of

the period in which the reclass occurred

Retirement Plan

The Company participates
in an incentive savings plan the Plan covering substantially all

employees Company contributions to the Plan are determined annually by management of the

Company and GBLs Board of Directors but may not exceed the amount permitted as

deductible expense under the Internal Revenue Code

Income Taxes

The Company is included in the consolidated U.S Federal State and Local income tax

returns of GBL The Companys Federal State and Local income taxes are calculated as if the

Company filed on separate return basis and the amount of current tax or benefit is either

remitted to or received from GBL

As of December 31 2009 the Companys gross unrecognized tax benefits were $85895 of

which $55832 if recognized would affect the Companys effective tax rate

reconciliation of the change in unrecognized tax benefits for the year ended December 31

2009 is as follows

Balance at January 12009 142764

Additions based on tax positions related to the current year 17025

Additions based on tax positions related to the prior year 4975

Reductions for tax positions of prior years 78869

Balance at December 31 2009 85895

The Company continues to recognize both interest and with respect to unrecognized tax

benefits as income tax expense Related to the unrecognized tax benefits above

the Company for 2009 reversed liability of $35703 for interest and penalties The

Company had accrued liability of $29252 for interest and penalties as of December 31

2009

14



Income Taxes continued

As of December 31 2009 management has not identified any potential material subsequent

events that could have significant impact on unrecognized tax benefits within the next

twelve months The Company remains subject to income tax examination by the Internal

Revenue Service for years after 2004 and state examinations for years after 2000

The Company has deferred tax liability of $475314 related primarily to the amortization of

deferred sales commissions unrealized gain on securities owned and other timing differences

in the recognition of income and expenses for tax and fmancial reporting purposes

Guarantees Contingencies and Commitments

As described in Note the Company has agreed to indenmify the clearing brokers for losses

they may sustain from the customer accounts that trade on margin introduced by the

Company At December 31 2009 the total amount of customer balances subject to

indemnification i.e unsecured margin debits was immaterial The Company also has

entered into arrangements with various other third parties many of which provide for

indemnification of the third parties against losses costs claims and liabilities arising from the

performance of the Companys obligations under the agreements The Company has had no

claims or payments pursuant to these or prior agreements and management believes the

likelihood of claim being made is remote and therefore an accrual has not been made in the

Statement of Financial Condition

In the normal course of business the Company has been and may continue to be named in

legal actions including recently-filed FINRA arbitration claim These claims can seek

substantial compensatory and/or punitive damages The Company cannot predict the ultimate

outcome of these claims at this time nor can it estimate possible loss amount ifany

During 2009 the Company participated as agent in the secondary offerings of GGN as

indicated in Note At December 312009 the Company had contractual sales commitments

related to these offerings of $2805206

15



Net Capital Requirements

As registered broker-dealer the Company is subject to the SEC Uniform Net Capital Rule

15c3-1 the Rule which specifies among other requirements minimum net capital

requirements for registered broker-dealers The Company computes its net capital under the

alternative method as permitted by the Rule which requires that minimum net capital be the

greater of $250000 or 2% of the aggregate debit items in the reserve formula for those broker-

dealers subject to Rule 15c3-3 The Company is exempt from Rule 15c3-3 pursuant to

paragraph k2ii of that rule which exempts all customer transactions cleared through

another broker-dealer on fully disclosed basis In addition our assets at the clearing

broker-dealer are treated as allowable assets for net capital purposes as we have in place PAIB

agreements pursuant to Rule 15c3-3 These requirements also provide that equity capital may

not be withdrawn advances to affiliates may not be made or cash dividends paid if certain

minimum net capital requirements are not met The Companys requirement was $250000 at

December 31 2009 The Company had net capital as defmed of $18811088 exceeding the

requirement by $18561088 at December 31 2009 There were no subordinated borrowings

at anytime during the year ended December 312009

Subsequent Events

The subsequent events have been evaluated through February 252010 the date the Statement

of Financial Condition was available to be issued

16
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Deloitte Touche LIP
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www.deloitte.com

February 25 2010

Gabelli Company Inc

One Corporate Center

Rye New York 10580

In planning and performing our audit of the fmancial statements of Gabelli Company Inc.the

Company as of and for the year ended December 31 2009 on which we issued our report dated

February 25 2010 and such report expressed an unqualified opinion on those fmancial statements in

accordance with auditing standards generally accepted in the United States of America we

considered the Companys internal control over fmancial reporting internal control as basis for

designing our auditing procedures for the purpose of expressing an opinion on the fmancial

statements but not for the purpose of expressing an opinion on the effectiveness of the Companys

internal control Accordingly we do not express an opinion on the effectiveness of the Companys

internal control

Also as required by Rule 17a-5g1 of the Securities and Exchange Commission the SEC we

have made study of the practices and procedures followed by the Company including

consideration of control activities for safeguarding securities This study included tests of compliance

with such practices and procedures that we considered relevant to the objectives stated in Rule 7a-

5g in making the periodic computations of aggregate debits and net capital under Rule 7a-3a1
and for determining compliance with the exemptive provisions of Rule 15c3-3 We did not review

the practices and procedures followed by the Company in making the quarterly securities

examinations counts verifications and comparisons and the recordation of differences required by

Rule 7a- 13 or in complying with the requirements for prompt payment for securities under Section

of Federal Reserve Regulation of the Board of Governors of the Federal Reserve System

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

relating to customer securities

The management of the Company is responsible for establishing and maintaining internal control and

the practices and procedures referred to in the preceding paragraph In fulfilling this responsibility

estimates and judgments by management are required to assess the expected benefits and related

costs of controls and of the practices and procedures referred to in the preceding paragraph and to

assess whether those practices and procedures can be expected to achieve the SECs above-

mentioned objectives Two of the objectives of internal control and the practices and procedures are

to provide management with reasonable but not absolute assurance that assets for which the

Company has responsibility are safeguarded against loss from unauthorized use or disposition and

that transactions are executed in accordance with managements authorization and recorded properly

to permit the preparation of financial statements in conformity with generally accepted accounting

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

preceding paragraph

Member of

Deloitte Touche Tobmatsu



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

deficiency in internal control exists when the design or operation of control does not allow

management or employees in the normal course of performing their assigned functions to prevent

or detect and correct misstatements on timely basis significant deficiency is deficiency or

combination of deficiencies in internal control that is less severe than material weakness yet

important enough to merit attention by those charged with governance

material weakness is deficiency or combination of deficiencies in internal control such that

there is reasonable possibility that material misstatement of the entitys financial statements will

not be prevented or detected and corrected on 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 material weaknesses as defmed above

We understand that practices and procedures that accomplish the objectives referred to in the second

paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with

the Securities Exchange Act of 1934 and related regulations and that practices and procedures that

do not accomplish such objectives in all material respects indicate material inadequacy for such

purposes Based on this understanding and on our study we believe that the Companys practices and

procedures as described in the second paragraph of this report were adequate at December 31 2009

to meet the SECs objectives

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

SEC Financial Industry Regulatory Authority Inc and other regulatory agencies that rely on Rule

7a-5g under the Securities Exchange Act of 1934 in their regulation of registered broker-dealers

and is not intended to be and should not be used by anyone other than these specified parties

Yours truly


