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OATH OR AFFIRMATION

swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

kTUM Of4 /1 gii as

of P44 .20 10 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

çZ
Notary Public

Title

This report contains check all applicable boxes

Facing Page

IZI Statement of Financial Condition

Statement of Income Loss
Statement of Changes in Financial Condition

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 5c3-3

Information Relating to the Possession or Control Requirements Under Rule 5c3 -3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 5c3-1 and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 5c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

An Oath or Affirmation

copy of the SIPC Supplemental Report

Areport describing any material inadequacies found to exist or found to have existed since the date of the previous audit

///lluu\

Signature

Forconditions ofconfldential treatment of certain portions of this filing see section 240.1 7a-5e3



SECURITIES INVESTOR PROTECTION CORPORATION
P.O Box 92185 Washington D.C 20090-2185

202-371 -8300

General Assessment Reconciliation

For the tiscal year ended 20.lcL

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

TO BEFILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

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

Note- If any
on the mailing label

036556 FINRA JUN requireS corre Iany corrections to

te form filed

SATURNA BROKERAGE SERViCES INC Iorm@sipc

1300 STATE ST

BELUNGHAM WA 98225-4730

A1TN JAMES GIBSON

contact

respecti is form

-____
ss93_

General Assessment 2e from page not less than $150 minimum

Less payment made with SIPC-6 filed exclude interest%P
Date Paid

Less prior overpayment applied

Assessment balance due or overpayment

Interest computed on late payment see instruction tor2-blday at 20% per annum

Total assessment balance and interest due or overpayment carried forward

PAID WITH THIS FORM
Check enclosed payable to SIPC

Total must be same as above

Overpayment carried forward

c.b4 -9o 3o

Subsidiaries and predecessors
included in this form give name and 1934 Act regislralion 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 the day of 20t0_

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 period of not less than years the latest years In an easily accessible place

aes __________
Postmarked

Ui

Calculations

Exceptions

Disposition of exceptions

Received Reviewed

Documentation
Forward Copy

sIPc-7

32REV 6/10

SIPC-7

32-REV 610

Authorized SigflaIUfel



DETERMiNATION OF SIPC NET OPERATING REVENUES

AND GENERAL ASSESSMENT

2a.ToIaI revenue FOCUS Line 12/Part HA Line Code 4030 Refrr-rtl

2b AdcJtions

Total revenues from the securities business of subsidiaries except foreign subsidiaries and

predecessors not included above

Net loss from principal transaclions in securities In trading accounts

Net loss from principal transactions in commodities in trading accounts

Interest and dividend expense deducted in determining item 2a

Net loss from management of or participation in the underwriting or distribution of securities

Expenses other than advertising printing registration tees and legal tees deducted in determining net

profit from management of or.participation in underwriting or distribution of securities

Net loss from securities in investment accounts

Total additions

Amounts for the jscal period

beginnIng 7/ 20L
and ending -p 20

Eliminate cents

2c Deductions

Revenues trom the distribution of shares ci registered open end investment company or unit

investment trust from the sate 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

Revenues from commodity transactions

Commissions ftoor brokerage and clearance paid to other SIPC members in connection with

securities transactions

Reimbursements for postage in connection with proxy solicitation

Net gain from securities in Investment accounts

100% of commissions and markups earned from transactions in certificates of deposit and

ii Treasury bills bankers acceptances or commercial paper that mature nine months or less

trom issuance date

Direct expenses ot printing advertising and legal fees incurred in connection with other revenue

related to the securities business revenue defined by Section 19L of the Act

Other revenue not related either directly or indirectly to the securities business

See Instruction

5c53

32-32-

t22

Total interest and dividend expense FOCUS Line 22/PART HA Line 13

Code 4075 plus tine 2b4 above but net in excess

of total interest and dividend income $_______

ii 4% of margin interest earned on customers securities

accounts 40% of FOCUS line Code 3960 $________

Enter the greater ol tine or ii

Total deductions

2d SIPC Net Operating Revenues

2e General Assessment .0025 J.A U4V

1BI\

\So
to page but not less than

$150 minimum



TAD WE1JiR BAKER lIP

Certfled Public Accountants

INDEPENDENT ACCOUNTANTS REPORT ON APPLYING AGREED-UPON

PROCEDURES

To the Board of Directors

Saturna Brokerage Seryices Inc

Belliugham Washington

In accordance with Rule 7a-5e4 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 Corporation SIPC for the fiscal period beginning July 2009 and

ending June 30 2010 which were agreed to by Saturna Brokerage Services Inc and the Securities and

Exchange Commission Financial Industry Regulatoiy Authority Inc SIPC solely to assist you in

evaluating Saturna Brokerage Services Inc.s compliance with Rule 7a-5e4 Saturna Brokerage

Inc.s management is responsible for the Saturna Brokerage Inc.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 purposes for

which this report has been requested or for any other purpose The procedures we performed are as

follows

Compared the listed assessment payments with respective cash disbursement records entries noting no

exceptions

Compared the amounts reported on the Focus Reports
for each quarter during the fiscal year ended

June 30 2010 related working paper which support
the amounts reported on the General Assessment

Reconciliation Form SJPC-7 for the year ended June 30 2010 noting no exceptions

Compared any adjustments reported in Form S1PC and in the related schedules and working papers

supporting the adjustments noting no exception

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

schedules and working papers supporting the adjustments noting no exception

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

performed additional procedures other matters might have come to our attention that would have been

reported to you

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

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

7t 4/4 t-t

Philadelphia Pennsylvania

August 25 2010



TURNA
Brokerage
Services

wholly owned subsidiary of

Saturna Capital Corporation

FINANCIAL STATEMENTS
June 30 2010 and 2009



Thn 144LLER BAIR LU
Cecnjkd Pubik Accountants

REPORT OF tNIZPENDENT CERTIFIED PUBUC ACCOUNTANTS

To the lktad of Dreeton

Saturna Brohcrae Services 1ac

We have audited the accompanying statements of financial condition of Saturna ikokerage Scices Inc

as of June 200 and 2009 end the related statements of operations changes in ownership equity and

cash flows for each of the two years in the period then ended These financial statements are the

responsibility
of the Companys management Our responsibility is to express an opinion on these

financial statements based on our audits

We conducted our audits in accordance with sudidng 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 financtal statements arc free of matertal misstatement An audst tncludcs cxarnrntng

on test bssis evidence supporting the amounts end disclosures in the financial statements An audit

also includes assessing the aecoundng principles
used and slgmfrcant estimates made by management as

wail as evaluating the overall flitancial statement prcsentatlen We believe that our audits previdu

reasonable basis for our opinion

In our opinion the financial statements reficred to above present fairly in aD material respects the

financial position of Saturna Brokerage Services Inc as of June JO 20111 and 21109 and the rceultt of its

operations and its cash flows for each of the two years in the period then ended in conformity with

accounting principles generally accepted in the United States of America

Our audit was conducted for the purpose of forming an opinion on the bask fInancial statements taken as

whole The information contained in pages 10 II end 12 is presented for purposes of additional

analysis and is not required part of the bask financial statements but Is supplesnenlasy infomsakm

required by Rule 17a4 of the Securities ed lIsehange Commission Such information has bccn

subjected to the auditing procedures applied in the audit of the basic financial statements and in our

opinion is
fairly stated in all material respects In relation to the basic financial statements taken as

whole

7L j/-4
Philadelphia Pennsylvania

August 252010
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SATURNA BROKERAGE SERVICES INC

wholly owned subsidiaiy of Saturna Capital Corporation

STATEMENT OF FINANCIAL CONDITION

June 30
2010 2009

Assets

Cash and cash equivalents

Demand deposits $1270149 $716096

Deposits held in money market funds 50000 50000

Investment in affiliated mutual funds 195798 180532

Receivable from affiliate 12b-1 plan 581878 392849

Receivable from affiliate tax benefit net of payable 284029 43842

Other assets 2681 1855

Total assets $2.384.535 $1.385.174

Liabilities and Stockholders Eciuity

Accrued expenses $843358 $656491

Stockholders equity

Common stock $10 par value 100000 shares

authorized 48000 issued and outstanding 480000 380000

Additional paid-in capital
3939716 3039716

Accumulated deficit 2878539 2691.033

Total stockholders equity 1541177 728683

Total liabilities and stockholders equity $2.384.535 $1 .385A74

The accompanying notes are an integral part of these financial statements
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SATURNA BROKERAGE SERVICES INC

wholly owned subsidiary of Saturna Capital Corporation

STATEMENT OF OPERATIONS

Year Ended June 30
2010 2009

Revenues

Brokerage commission income $89717 $74922

Fund distribution fees affiliated funds 6503398 3469895

Fund distribution fees unaffiliated funds 50396 53028

Dividend interest income on investments 3085 3235

6646596 3601080

Expenses

Clearing trading charges 333099 423174

Fund distribution expenses affiliated funds 6503398 5396929

Registration and filing fees 51083 45546

Occupancy 19143 22364

Brokerage marketing expenses 2885 3218

Communications shipping 5215 5613

Other operating expenses 28088 23482

6942911 5920326

Net operating loss 296315 2319246

Other Income and Expenses
Unrealized gain loss on investments 12214 27214

Net loss before income taxes 284101 2346460

Income tax benefit 96595 797796

Net loss $187.506 $1.548.664

The accompanying notes are an integral part of these financial statements
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SATURNA BROKERAGE SERVICES INC

wholly owned subsidiary of Saturna Capital Corporation

STATEMENT OF CHANGES IN STOCKHOLDERS EQUITY

For the Years Ended June 30 2010 and 2009

Capital Stock Additional Total

Number of paid-in Accumulated stockholders

shares Amount capital deficit eQuity

Balance

June 302008 25000 $250000 $1869716 $1142369 $977347

Sale of shares 13000 $130000 $1170000 $1300000

Net loss ____ _____ $1548664 $1548664

Balance

June 30 2009 38000 $380000 $3039716 $2691033 $728683

Sale of shares 10000 $100000 $900000 $1000000

Net loss _____ _____ _____ $187506 $187506

Balance

June 30 2010 48.000 $480.000 $3.939716 2.878.539 1.541177

The accompanying notes are an integral part of these financial statements
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SATURNA BROKERAGE SERVICES INC

wholly owned subsidiary of Saturna Capital Corporation

STATEMENT OF CASH FLOWS

Dividends reinvested

Adjustments to reconcile net loss to net cash

provided by used in operating activities

Increase decrease in affiliate receivable

Increase decrease in other assets

Increase in fund distribution fee receivable

Decrease increase in accrued expenses

Net cash used in operating activities

Cash flows from investing activities

Investment in affiliated mutual funds 12181

Net cash provided by used in investing activities 12181

Cash flows from financing activities

Sale of stock

Net cash provided by financing activities

Increase in cash

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

1000000

1000000

554053

766096

$1320149

1300000

1300000

178650

587446

$766096

The accompanying notes are an integral part of these financial statements

Cash flows from operating activities

Net loss

Year Ended June 30
2010 2009

$187506 $1548664

3085 3235

240187
826

189029
186867

433766

330158

29
128497
201561

1148706

27356

27356
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SATURNA BROKERAGE SERVICES INC

whoiiy owned subsidiary of Saturna Capital Corporation

NOTES TO FINANCIAL STATEMENTS

June 30 2010 and 2009

Note 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization

Saturna Brokerage Services Inc SBS was organized under the laws of the state of Washington

on September 1986 as broker/dealer The company is wholly owned subsidiary of Saturna

Capital Corporation Saturna

Basis of presentation

The accompanying financial statements have been prepared on the accrual basis of accounting

Investment in affiliated mutual funds

SBS sole investments are in affiliated mutual funds consisting of short- and long-term taxable

bonds and equities These investments were valued at $195798 as of June 30 2010

Authoritative fair valuation accounting standards set out three-tier hierarchy of inputs for

establishing and disclosing the fair value of investments Under Level of this hierarchy which

SBS uses in determining the value of its investments SBS refers to unadjusted quoted prices in

active markets for identical assets or liabilities that SBS can access

Cash and cash equivalents

For purposes of the statements of financial condition and cash flows SBS considers all short-

term investments with an original maturity of three months or less to be cash equivalents

SBS maintains cash balances at one financial institution that participates in the Federal Deposit

Insurance Corporations FDIC Transaction Account Guarantee Program Under the Program all

noninterest-bearing transaction accounts are fully guaranteed by the FDIC for the entire amount

in the account through December 31 2010 Coverage under the Program is in addition to and

separate from the standard $250000 coverage per depositor that is available under the FDICs

general deposit insurance rules

Income taxes

SBS files consolidated income tax return with Saturna For financial statement purposes

income tax expense is calculated as if SBS filed separate return

SBS accounts for income taxes on an asset and liability approach which requires the recognition

of deferred tax liabilities and assets for the expected future tax consequences of temporary

differences between the carrying amounts and tax bases of other assets and liabilities

Management has analyzed the companys position taken on federal income tax returns for all

open tax years 2007-2010 and has concluded that no additional adjustments are required in the

companys financial statements
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Advertising costs

SBS expenses advertising and marketing costs when incurred

12b-1 plan distribution

SBS as underwriter for the Amana funds and at no profit to itself receives up to 0.25% of

Amanas daily net assets annually for various marketing and distribution expenses For the year

from July 2009 through June 30 2010 SBS was paid $6167097 by Amana Mutual Funds

Trust In addition SBS made $9244625 in payments for Amanas distribution of which the

portion in excess of 12b-1 receipts was borne by Saturna Capital per the two companies

expense-sharing understanding For the year from July 2008 through June 30 2009 SBS was

paid $3319731 by Amana Mutual Funds Trust and made $5216958 payments for Amanas

distribution Distribution expenses exceed revenues primarily because mutual fund distribution

platforms used by Amana charge up to 0.40% of Amanas daily net assets and Amana assets

from these distribution platforms continued to increase dramatically in the last two fiscal years

SBS also acts as the underwriter for the five Sextant funds in the Saturna Investment Trust As

underwriter of the Sextant funds SBS receives up to 0.25% of the funds daily net assets

annually for various marketing and distribution expenses For the year from July 2009 through

June 30 2010 SBS was paid $336302 by Saturna Investment Trust In addition SBS made

$394022 in payments for Sextant fund distribution and marketing of which the portion in excess

of 12b-1 receipts was borne by Saturna Capital per the two companies expense-sharing

understanding For the year from July 2008 through June 30 2009 SBS was paid $150164 by

Saturna Investment Trust and made $179971 in payments for Sextant fund distribution and

marketing

Estimates

The preparation of financial statements in conformity with accounting principles generally

accepted in the United States of America 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 the financial statements and the reported amounts of revenues

and expenses during the reporting period Actual results could differ from those estimates

Fair value of financial Instruments

The carrying amount of cash investments receivables and accrued expenses approximates fair

value

Note 2- NET CAPITAL REQUIREMENTS

SBS is subject to the Securities and Exchange Commissions uniform Net Capital Rule Rule

5c3-1 which requires the maintenance of minimum net capital so that the ratio of aggregate

indebtedness to net capital both as defined shall not exceed lSto At June 30 2010 and

2009 SBS net capital of $647210 and $266790 was $590986 and $216790 in excess of its

required net capital respectively The ratio of SBS aggregate indebtedness to net capital was

1.303 to and 2.461 to at June 30 2010 and 2009 respectively

Note 3- TRANSACTIONS WITH AFFILIATED PERSONS

SBS is wholly owned subsidiary of Saturna Capital Due to his common stock ownership the

chairman of the board of Saturna Capital is deemed to be its controlling person The chairman of

Saturna Capital is also director of SBS chairman and director of Saturna Trust Company

director of Saturna Sdn Bhd and is trustee president and fund shareowner of both Amana

Mutual Funds Trust and Saturna Investment Trust the Trusts The president of Saturna Capital

is the chairmans daughter and is director of Saturna Capital SBS and Saturna Trust

Company
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Among other customers SBS provides brokerage execution services to private accounts and

mutual funds managed by its parent Saturna Capital Corporation Effective January 2005

SBS executes transactions for these managed accounts for no commission This negatively

impacts SBS since it still must pay its clearing and other charges for these transactions

SBS shares its principal executive offices with Saturna and all employees of SBS are employees

of Saturna The companies maintain an expense sharing agreement For the years ended June

30 2010 and 2009 Saturna waived payment for services provided by Saturna personnel on

behalf of SBS

Note 4- PROVISION FOR INCOME TAXES

No deferred tax assets or liabilities were recorded at June 30 2010 and 2009 as there were no

temporary differences between the carrying amounts and tax bases of other assets and liabilities

SBS records receivable from Saturna for the tax benefit of the taxable loss that SBS generates

For the years ended June 30 2010 and 2009 SBS recorded current federal tax benefit for

$96595 and $797796 respectively
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SATURNA BROKERAGE SERVTCES INC

wholly owned subsidiary of Saturna Capital Corporation

Schedule

COMPUTATION of NET CAPITAL under RULE 5c3-1 of

THE SECURITIES AND EXCHANGE COMMISSION

As of June 30 2010

Net capital

Total stockholders equity $1541177

Less Stockholders equity not allowable for net capital

Total stockholders equity qualified for net capital 1541177

Add
Liabilities subordinated to claims of general creditors allowable in

computations of net capital

Other deductions or allowable credits

Total capital and allowable subordinated liabilities 1541177

Deductions and/or charges

Nonallowable assets 868589
Secured demand note deficiency

Commodity futures contracts and spot commodities

Other deductions and/or charges

Other additions and/or allowable credits

Net capital before haircuts on securities positions $672588

Continued on next page
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SATURNA BROKERAGE SERVICES INC

wholly owned subsidiary of Saturna Capital Corporation

Schedule continued

COMPUTATION of NET CAPITAL under RULE 5c3-1 of

THE SECURITIES AND EXCHANGE COMMISSION

As of June 30 2010

Haircuts on securities computed where applicable

pursuant to Rule 5c3-1

Contractual securities commitments

Subordinated securities borrowings

Trading and investment securities

Exempted securities

Debt securities

Options

Other securities 25378
Undue concentrations

Other

Net capital
$647.210

Aggregate indebtedness

Total aggregate indebtedness liabilities from

statement of financial condition $843358

Add
Drafts from immediate credit

Market value of securities borrowed for which no

equivalent value is paid or credited

Other unrecorded amounts

Total aggregate indebtedness $843.358

Computation of basic net capital reguirement

Minimum net capital required $56.224

Excess net capital
$590.986

Ratio Aggregate indebtedness to net capital
1.303 to

The Net Capital as reported in the companys unaudited FOCUS report agrees

with the audited Net Capital reported above
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SATURNA BROKERAGE SERVICES INC

wholly owned subsidiary of Saturna Capital Corporation

Schedule II

COMPUTATION for DETERMINATION of RESERVE

REQUI REM ENTS

for BROKERS AND DEALERS PURSUANT to RULE 5c3-3 of

THE SECURITIES AND EXCHANGE COMMISSION

june 30 2010

SBS is exempt from Rule 5c3-3 of the Securities and Exchange Commission

under exemptive provision K2i because all customer transactions are

cleared through other broker-dealers on fully disclosed basis
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TAn WELLER BAIiR LLP

Certxfrd Pithtic Aciournanc

REPORT ON NTERtIAL CONTROL REQUIRED BY SEC RULE ia-S

Board of Directors

Salssraa Brokerage San was Inc

Beuusgham WashIngton

In plannmg arid performing our audit of the financial staternerns of Satuma Brokerage Services ln hs

Company as of and for she
year

ended June 30 2010 in accordance with auditing vtandasds generally

accepted in thc United States of America we considered the Companys internal control over financial

reporting internal control as hesrs for designrng our auditing procedures for tlse purpose of
expressing

our

opinion on the financial statomcnts but not for the purpose of expressing an opinion on the effc.tivencss of thc

Companys internal cnntxt Accordingly we do not express an opinion on the effecirseriess of the

Companys internal control

Alvo as required by nile 7a-5gX of the Securities end Exchange Commission SW ive base made

study of thc practices and procedure followed by the Company including consideration of control activities

for safeguarding wcurilies This
study

included tests of compliance with such practices and procedures that

we considered relevant to the objectives
stated in rule 13a-5g in ma3.mg she periodic computations it

aggregate indebtedness and net capital under rule 7a 3X ii and the procedures for determining conipliarice

with the exemptise ptovisions
of Rule Ic3.3 did not review the practices and procedures

followed by

the Company in making the quarterly seurities cxaminatrntrs cOunts verifications and comparisons and the

recordasiori of differences required by Rule 13 or in complying with the requirements fix prompt payment

for securities under Section of Regulation of the Board of Governors of the Federal Reserve System

bes.aue the Company does not carry security acounts for cuStomers or perform custodial functiont rct.iling to

customer securities

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

over financial reporting and the practices
and procedures referred to in the preceding paragraph In futtilling

this responsibility estimates and judgments by management arc required to assess the expected bcm ellIs and

related costs of controls company internal control river financial
reporting

in
process designed to

provide reasonable assurance regarding
the reliability of tinancial

reporting
and the preparation of financial

statements for eslernal purposes in accordance with generally accepted accounting principles companys

internal control oser financial reporting includes those policies and procedures that pertain to the

maintenance of records that in reasonable detail accurately and fairly reflect the transactIons and dispositions

of the assets of thc company provide reasonable assurance that transactions are recorded as necessary to

pemno preparation
of financial statements in accrdance with generatty accepted accounting principles

nd

that receipts
arid

expenditures
of the company are being made only in accordance with authorizations of

management arid directors of the company and provide reasonable assurance regarding prevention or

timely detection of unauthorized acquisition use or diposmtion of compaxsyt assets that could have

material eflect on the financial statements Rule 7a lists sdd tronal objectives of the practices
sd

procedures
listed in the preceding paragraph

Page 13



Secease of inherent Ii dons in internal control and the practices end rocedures rcfcned to above error or

fraud may occur nd 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 iii conditions or that the effectiveness of their

design and operation may deteriorate

deficiency In Internal control over linancial reporting exists when the design or operation of control

does not aflow management or employees in the normal course of performing their araigned tions to

prevent or detect misslatementa on tunely basis material weakness Is deficiency or combination of

diencies in nternal control over flnnesal reporting
such that there is reasonable possibility that

materiel misstatement of the companys annual or interim financial statements will not be prevented or

detected on mely basis

Our consideration of Internal control was for the linited purpose described in the fust end second paragraphs

and would not nccesaariy identilS all deficiencies In internal control that might be material wcaknesticL We

did not identify any deficiencies in internal conttol and control activities for safeguarding
securities that we

consider to be material weaknesses as defined above

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

of this
report

are considered by the SEC to be adequate lot its purposes in accordance with the Securities

Exchange Act of 1934 rind roWed rapladons and that practices and procedures that do not accomplish such

objectives
in all material respects lndicte materiel inadequacy for such purposes Based on this

understanding and on our srndy we believe that the Company practices
and procedures as described in the

second paragraph of this
report

were adequate at June 30 20lO to meet the SECs objectivcs

This report Is intended solely for the Information and use c.f the Board of Directors management the $EC and

other regulatory agencies that rely on rule l7a4g under the Securities Exchange Act of 1934 in their

regulation of regrstercd brokers and dealers and is not intended lobe and should not be used by anyone other

than those specified partic

Philadelphia Pennsylvania

August 252010
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