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TAMAS RE VAT 48 WEST 48th STREET
NEW YORK NY 10036

CERTIFIED PUBLIC ACCOUNTANT Tel 212 391.2761 Fax 212 391-2762

e-mail reval usa.net

CERTIFIED VALUATION ANALYST

INDEPENDENT AUDITORS REPORT

Federated Securities Inc

680 Park Avenue

Huntington N.Y 11746

We have audited the accompanying statement of financial condition of Federated Securities Inc as

of September 30 2010 and 2009 and the related statements of operations and accumulated

deficit changes in stockholders equity changes in liabilities subordinated to claims of general

creditors and cash flows for the years then ended that you are filing pursuant to rule 17a-5 under

the Securities Exchange Act of 1934 These financial statements are the responsibility of the

Companys management Our responsibility is to express an opinion on these financial statements

based on our audits

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

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

reasonable assurance about whether the financial statements are free of material misstatement An

audit includes consideration of internal control over financial reporting as 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 financial reporting An audit

includes examining on test basis evidence supporting the amounts and disclosures in the

financial statements An audit also includes assessing the accounting principles used and significant

estimates made by management as well as evaluating the overall financial statements

presentation We believe that our audits provide reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the

financial position of Federated Securities Inc as of September 30 2010 and 2009 and the result

of its operations and its cash flows for the years then ended in conformity with accounting

principles generally accepted in the United States of America

Our audits were conducted for the purpose of forming an opinion on the basic financial statements

taken as whole The information contained in the Schedule of Computation of Net Capital for

Broker Dealers Pursuant to Rule 15c3-1 and the Reconciliation to the Computation of Net Capital

Included in Part hA of Form X-17A-5 and the Schedule of Computation for Determination of

Reserve Requirements Pursuant to Rule 15c3-3 are presented for purposes of additional analysis

and are not required part of the basic financial statements but are supplementary information

required by 17a-5 under the Securities Exchange Act of 1934 Such information has been subjected

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

io
is fairly stated in all material

rs

cts in relation to the basic financial statements taken as

Tamas Revai C.P.A

November 23 2010



FEDERATED SECURITIES INC
STATEMENT OF FINANCIAL CONDITIONS

as of

September 30

ASSETS

2010 2009
Current Assets

Cash and Cash Equivalents 36528 38394

Clearing Deposit 35000 35000
Commissions Receivable including $727 due from

mutual funds in 2010 7407 15975

Total Current Assets $89369

Total Assets 78935 $89369

LIABILITIES AND STOCKHOLDERS EOUITY

Current Liabilities

Accounts Payable and Accrued Expenses 23253 32304

Total Current Liabilities 23253 32304

Subordinated Loan from Stockholder 50000 50000

Total Liabilities 73253 82304

Stockholders Equity

Capital Stock no par value 1000 shares authorized 100 shares

issued and outstanding 12000 12000
Paid in Capital 5000 5000

Accumulated Deficit 11318 9935
Total Stockholders Equity $L 7065

Total Liabilities and Stockholders Equity 78935 89369

The accompanying notes are an integral part of the financial statements

Tamas Reval C.P.A
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FEDERATED SECURITIES INC
STATEMENT OF OPERATIONS and ACCUMULATED DEFICIT

For the Years Ended

September 30

2010 2009

Revenues

Commissions Net 211410 215888
Interest and Dividends 32 421

Total Revenues 211442 216309

Expenses
Salaries 53838 49060
Commissions 86.846 81435
Rent 12000 17747
Insurance 3197 2791
Professional Fees 8600 9175
Communications 5415 5402

Payroll and State Taxes 6055 4936
Office Expenses 19984 26261

Regulatory Fees 4966 3835
Dues and Publications 2744 1345
Interest 3000 3000

Equipment Rental 253 3179

Employee Benefits 5.927 4241

Total Expenses 212825 212407

Net Income Loss 1383 3902

Accumulated Deficit at Beginning of Year 9935 13837

Accumulated Deficit at End of Year 11318 $9935

The accompanying notes are an integral part of the financial statements

Tamas Reval C.P.A
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FEDERATED SECURITIES INC
STATEMENT OF CHANGES IN FINANCIAL CONDITION

For the Year Ended

September 30

2010 2009

Cash flows from operating activities

Net Income/Loss

Adjustments needed to reconcile net income loss to net cash

Provided by used in operating activities

Changes in Current Assets and Current Liabilities

Increase Decrease in Commissions Receivable

Increase Decrease in Accounts Payable and Accrued Expenses __________ _________

Net cash provided by used in operating activities _________ ________

Increase Decrease in Cash 1866 14308

Cash Beginning of year 38394 24356

Cash End of Year 38394

Supplemental cash flow disclosures

3000 ________
100 ________

The accompanying notes are an integral part of the financial statements

1383

8568

9051

1866

3902

9166
19302

14038

Cash paid during the year for

Interest

Income Taxes

3000

-0-
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Capital Stock

Paid in Capital

Accumulated Deficit at Beginning of Year

Net Income Loss

Accumulated Deficit at End of the Year

Total Stockholders Equity

12000

5.000

9935

1383

11318

5682

12000

5000

13837

3902

9935

7065

The accompanying notes are an integral part of the financial statements

FEDERATED SECURITIES INC
CHANGES IN STOCKHOLDERS EQUITY

For the years then ended

September 30

2010 2009

Tamas
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FEDERATED SECURITIES INC
STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED TO CLAIMS

OF CREDITORS
For the Year Ended

September 30

2010 2009

Subordinated Loan October 50000 50000

Additional Loans -0- -0-

Deduct Expired Subordination -o- -0-

Subordinated Loans September 30 50000

The accompanying notes are an integral part of the financial statements

Tamas Revai C.P.A



FEDERATED SECURITIES INC
Schedule of Computation of Net Capital for Brokers and Dealers

UNDER RULE 15C-1 OF THE SECURITIES AND EXCHANGE COMMISSION
as of

September 30 2010

Assets 78935
Less Liabilities 73253

Total Owners Equity 5682

Plus Subordinated Loans 50000
Less Non-Allowables Commissions receivable from mutual funds 727

Net Capital Before Haircuts and Undue Concentration 54955

Less Haircuts and Undue Concentration -o

Net Capital 54955

Minimum Capital Requirement Calculated as the higher of

Aggregated Indebtness of $23253 6.6667%$1556 or $5000 5000
Excess Net Capital 49955
Total Aggrregated Indebtness 23353

Percentage of Aggregated Indebtness to Net Capital 46.75%

Reconciliation to the Computation of Net Capital Included

In Part hA of Form X-17a-5 as of December 31 2009

Net Capital per above 54955

Adjustments-See below 1933

Net Capital included in Part hA of Form X-17a-5 as of

September 30 2010 56888

Adjustments
Increase in Accounts Payable and Accrued Expenses 1933

Net Decreases in Net Income 1933

The accompanying notes are an integral part of the financial statements
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FEDERATED SECURITIES INC
NOTES TO FINANCIAL STATEMENTS

September 30 2010 and 2009

Organization and ODerations

Federated Securities Inc Company is broker-dealer registered under Section 15b of the Securities

Exchange Act of 1934 The company is currently member of the Financial Industry Regulatory Authority

FINRA the securities industrys non-governmental regulatory organization formed by consolidation of the

regulatory operations of FINRA and NYSE The Company was formed in New Jersey on February 1970

The Company engages in selling stocks mutual funds annuities and tax shelters Most of its income is

derived from commissions The Company has few fulltime and several part time brokers

The Company clears and maintains its customers accounts through RBC Dam There are no concentration in

the sale on behalf of any of the mutual funds it places customers in

The company is exempt from the provision of rule 15C3-3

Summary of Significant Accounting Policies

Basis of Accounting

The Accompanying financial statements have been prepared on the accrual basis of accounting in accordance

with accounting principles generally accepted in the United States of American

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires

management to make estimates and assumptions that affect certain reported amounts and disclosures

Accordingly actual results could differ from those estimates

Fair Values of Financial Instruments

Fasb Accounting Standard Codification ASC Fair Value of Financial Instruments requires
the Company to

disclose values for its financial instruments Fair value estimates methods and assumptions are set forth

below for the Companys financial instruments The carrying amount of cash accounts receivable other

current assets accounts payable and accrued expenses approximate fair value because of the short maturity

of those instruments The carrying amount of the subordinated loan payable to stockholder approximates fair

value because it is due and payable at it face amount plus accrued interest at maturity

Cash Equivalents

The Company considers securities with maturity of three months or less when purchased to be cash

equivalents

Tamas Revai C.P.A



Fixed Assets

Fixed Assets are carried at cost and are depreciated over their estimated useful lives of to years using

accelerated methods Maintenance and repairs are charged against results of operations as incurred When

assets are retired or otherwise disposed of the cost and related accumulated depreciation are removed from

accounts any resulting gain or loss is reflected in income

Income Taxes

Temporary differences and carryovers give rise to deferred tax assets and liabilities The principal components

of the deferred tax assets related to net operating loss carryovers As of September 30 2010 the Company

had net operating loss carryovers approximating $1000 for Federal and state purposes The net operating

loss carryovers expire at various dates through 2025 and because of the uncertainty in the Companys ability

to utilize the net operating loss carryovers full valuation allowance of approximately $300 has been

provided on the deferred tax asset at September 30 2010

FASB Accounting Standard Codification ASC Section 50-15 Unrecognized Tax Benefit Related Disclosure

created single model to address accounting for uncertainty in tax positions
ASC 50-15 Paragraph clarifies

the accountingfor income taxes by prescribing minimum recognition threshold tax position is required to

meet before being recognized in the financial statements ASC also provides guidance on derecognition

measurement classification interest and penalties accounting in interim periods disclosure and transition

Interest costs and penalties related to income taxes are classified as interest expense and general and

administrative costs respectively in the Companys financial statements For the year ended September 30

2010 and 2009 the Company did not recognize any interest or penalty expense related to income taxes The

Company is currently subject to three year statute of limitations by major tax jurisdictions The Company

files income tax returns in the federal jurisdiction and New York State

Subordinated Loan

Judith King the Chairwoman and sole shareholder of the Company is owed $50000 of subordinated loans

from the Company due at 6% interest Interest of $3000.00 was paid during both fiscal years

EFFECTIVE DATE MATURITY DATE AMOUNT

December 1998 December 2013 35000

December 30 1998 December 30 2013 15000

Total
$50000

Tamas Revai C.P.A
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Net CaitaI Requirement

The Company is subject to the Securities and Exchange Commission SEC Uniform Net Capital Rule Rule

15c3-1 which requires the maintenance of minimum net capital and requires the ratio of aggregate

indebtedness to net capital as defined to not exceed 15 tol At September 30 2010 the Companys

minimum capital requirement was $1556 The Company is required at all times to maintain minimum capital

of no less than $5000 At September 30 2010 the Company had net capital of $54955 The Company had

an aggregate indebtedness to net capital ratio of 0.47 to

Related Party Transactions

Rent

The offices of the Company are located in the building owned by the Chairperson and sole stockholder of

the Company There are separate electric meters for the offices The other related expenses are charged

and paid by alternate months from the Companys funds Rents are charged and paid by the Company

During the years end September 30 2010 and 2009 rent expense incurred by the Company to the

Chairperson and sole stockholder of Company totaled $12000 and $17747 respectively and included

$2747 for utilities in 2009

Tamas Revai C.P.A
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FEDERATED SECURITIES INC

Computation for Determination of Reserve Requirements for Brokers and

Dealers

Pursuant to Rule 15c3-3

September 30 2010

The Company is mpt from the ptovisions of Rule 15c-3 under the SurlUes Exchange Act of 1934 in that

the Companys activities are limited to those set forth in the conditions for exernpticn appealing in paragraph

kX2ii of the Rule

The accompanying notes are an integral part of the financial statements

Tamas Re/al C.P.A
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INDEPENDENT AUDITORS REPORT ON INTERNAL ACCOUNTING CONTROLL REQUIRED BY

SEC RULE 17a-5

FEDERATED SECURITIES INC

In planning and performing our audit of the financial statements of Federated Securities Inc for the

year ended September 30 2010 we considered its internal control structure including procedures for

safeguarding securities in order to determine our auditing procedures for the purpose of expressing our

opinion on the financial statements and not to provide assurance on the internal control structure

Also as required by rule 17a-5g1 of the Securities and Exchange Commission we have made study

of the practices and procedures including tests of compliance with such practices and procedures

followed by Federated Securities Inc that we considered relevant to the objectives stated in rule 17a-

5g in making the periodic computations of aggregate indebtedness or aggregate debits and net

capital under rule 17a-3a11 and and for determining compliance with the exemptive provisions of

rule 15c3-3 Because Company does not carry securities accounts for customers or perform custodial

functions relating to customer securities we did not review the practices and procedures followed by the

Company in any of the following

Making quarterly securities examinations counts verifications and comparisons and

recordation of differences required by rule 17a-13

Complying with the requirements for prompt payment for securities under Section of

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

Obtaining and maintaining physical possession or control of all fully paid and excess margin

securities of customer as required by Rule 15c3-3

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

structure 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 internal control structure policies and procedures 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 Commissions above-mentioned objectives Two of the objectives of an internal

control structure 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 preparation of financial statements in

conformity with generally accepted accounting principles Rule 17a-5g lists additional objectives of the

practices and procedures listed in the preceding paragraph

Because of inherent limitations in any internal control structure or the practices and procedures referred

to above errors or irregularities 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

Our consideration of the internal control structure would not necessarily disclose all matters in the

internal control structure that might be material weaknesses under standards established by the

American Institute of Certified Public Accountants material weakness is condition in which the design

or operation of the specific internal control structure elements does not reduce to relatively low level

the risk that errors or irregularities in amounts that would be material in relation to the financial

statements being audited may occur and not be detected within timely period by employees in the

normal course of performing their assigned functions However we noted no matters involving the

internal control structure including procedures for safeguarding securities that we consider to be

material weaknesses as defined above

-12-



INDEPENDENT AUDITORS REPORT ON INTERNAL ACCOUNTING CONTROLL REQUIRED BY

SEC RULE 17a-5

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

paragraph of this report are considered by the Commission 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 that the

Companys practices and procedures were adequate at September 30 2010 to meet SECS objectives

We did not find material inadequacies in the operation of Federated Securities Inc during the

examination of the Companys financial statements as of September 30 2010 and 2009 and for years

then ended

This report is intended solely for the use of management the Securities and Exchange Commission the

New York Stock Exchange and other regulatory agencies which rely on Rule 17a-5g under the Securities

Exchange Act of 1934 and related regulations of registered brokers and dealers and is not intended to

than these specified parties

Tamas Revai C.P.A

November 23 2010
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