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OATH OR AFFIRMATION

I, Ramon Dominguez , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

RD Capital Group, Inc. , as
of _December 31 ,2010 , are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:
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President & CEO
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(b) Statement of Fmancxal Condition.

(c) Statement of Income (Loss).

K (d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

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

(g) Computation of Net Capital.

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

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

O () AReconciliation, 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.

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

[0 (1) An Oath or Affirmation.

B (m) A copy of the SIPC Supplemental Report.

(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Kevane Grant Thornton LLP
33 Calie Bolivia
. Ste 400
To the Stockholders and Board of Directors of San Juan, Puerto Rico 00917-2013
RD Capital Group, Inc.: T +1 787 754 1915

F+1787 751 1284

www.kevane.com
We have audited the accompanying balance sheets of RD Capital Group, Inc. (a Puerto Rico
corporation) as of December 31, 2010 and 2009, and the related statements of operations and
accumulated deficit, changes in stockholders’ equity 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 Company's management. Our responsibility 1s 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 as established by the Auditing Standards Board of the American Institute of
Certified Public Accountants. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements ate 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 purpose of expressing an
opinion on the effectiveness of the Company’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 evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of RD Capital Group, Inc. as of December 31, 2010 and 2009, and the results of
its operations, changes in its stockholders’ equity 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 a whole. The information contained in Schedules I and IJ, is presented for purposes of
additional analysis and is not a required part of the basic financial statements, but is supplementary
information required by Rule 172-5 under the Securities Exchange Act of 1934. Such information has
been 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 2 whole. W k. ﬂmﬁh\ LA/O

San Juan, Puerto Rico,
February 11, 2011.

Certified Public A and Bush
Member of Grant Thornton International Ltd




RD Capital Group, Inc.

Balance Sheets
December 31, 2010 and 2009

Assets

Current assets:
Cash and cash equivalents
Due from stockholder
Other accounts receivable
Prepaid expenses

Total current assets

Property and equipment:
Furniture and fixtures
Computers and other office equipment
Leasehold improvements

Less- Accumulated depreciation and
amortization

Net property and equipment

Other assets:
Deferred tax asset
Deposit with Clearing House
Investments in marketable securities

Total other assets

Total assets

The accompanying notes ate an integral part of these balance sheets.

2010 2009
$ 298,094 324,414
6,981 934
4,150 2,568
7,528 17,079
316,753 344,995
74,012 74,012
5,376 5,376
12,998 12,998
92,386 92,386
(92,386) (92,386)
5,000 -
100,000 100,000
- 24,531
105,000 124,531
$ 421,753 469,526




RD Capital Group, Inc.

Balance Sheets
December 31, 2010 and 2009

Liabilities and Stockholders' Equity

2010 2009
Current liabilities:
Accounts payable $ 16,680 $ 9,548
Commisstons payable-
Stockholder 25,500 45,237
Others - 438 453
Accrued payroll taxes and withholdings 6,561 7,552
Accrued corporate income taxes - 1,200
Other accrued expenses 53,709 25,542
Total current liabilities ’ 102,888 89,532
Stockholders' equity:
Common stock, §1 par value, 1,000,000 shares
authorized, 35,000 shares issued and outstanding 35,000 35,000
Additional paid-in capital 543 421 543421
Accumulated deficit (259,556) (198,427)
Total stockholders' equity 318,865 379,994
Total liabilities and stockholders' equity $ 421,753 $ 469,526

The accompanying notes ate an integral part of these balance sheets.



RD Capital Group, Inc.

Statements of Operations and Accumulated Deficit
Years Ended December 31, 2010 and 2009

Revenues:
Commissions and fees
Interest and other income

Total revenues

Operating expenses:
Employee compensation, commissions, payroll taxes
and benefits
Travel and entertainment
Occupancy costs and office expenses
Professional and temporary services
Communications and postage
Dues, subscriptions and other registration fees
Property, municipal and other taxes
Auto
Trainings
Insurance
Other

Total operating expenses
Operating income before regulatory payments and fees
Regulatory payments and fees

(Loss) income before income tax benefit (provision)

Income tax benefit (provision):
Current
Deferred

Total income tax benefit (provision)
Net (loss) income
Accumulated deficit, beginning of year

Accumulated deficit, end of year

The accompanying notes are an integral part of these statements.

2010 2009
$ 1,383,424 1,996,847
14,577 19,258
1,398,001 2,016,105
709,585 751,988
115,033 126,722
111,753 132,852
99,489 133,134
82,136 85,357
50,448 31,838
30,212 20,716
14,101 18,289
4,660 12,078
3,319 3,992
19,416 61,334
1,240,152 1,378,300
157,849 637,805
(223,160) (409,417)
(65,311) 228,388
(818) (1,200)
5,000 (63,000)
4,182 (64,200)
(61,129) 164,188
(198.427) (362,615)
$  (259,556) (198,427)




RD Capital Group, Inc.

Statements of Changes in Stockholders' Equity
December 31, 2010 and 2009

Additional
Common Paid-in Accumulated
Stock Capital Deficit Total
Balances at December 31, 2008 $ 35,000 $ 543,421 $ (362,615) $ 215,806
Net income - - 164,188 164,188
Balances at December 31, 2009 35,000 543,421 (198,427) 379,994
Net loss - - (61,129) (61,129)
Balances at December 31, 2010 $ 35,000 $ 543,421 $ (259,556) $ 318,865

The accompanying notes are an integral part of these statements.



RD Capital Group, Inc.

Statements of Cash Flows
Years Ended December 31, 2010 and 2009

2010 2009
Cash flows from operating activities:

Commissions and fees received $ 1,398,001 $ 2,016,546

Operating expenses paid (1,446,834) (1,870,754)

Income taxes paid (2,018 -

Net cash (used in) provided by operating activities (50,851) 145,792
Cash flows from investing activities-

Redemption (purchase) of investments in marketable securities 24,531 (24,531)
(Decrease) increase in cash during the year (26,320) 121,261
Cash and cash equivalents, beginning of year 324,414 203,153
Cash and cash equivalents, end of year $ 298,094 $ 324414
Reconciliation of net (loss) income to net cash (used in)

provided by operating activities:

Net (loss) income $ (61,129) $ 164,188
Adjustments to reconcile net (Joss) income to net cash
(used in) provided by operating activities-
(Increase) decrease in assets-
Other accounts receivable (1,582) 2,255
Prepaid expenses 9,551 (1,814)
Deferred tax asset (5,000) 63,000
Due from stockholder (6,047) -
Increase (decrease) in habilities-
Accounts and commissions payable 7,117 (15,935)
Accrued payroll taxes and withholdings (991) 207
Commissions payable to stockholder (19,737) (28,285)
Accrued corporate income taxes (1,200) 1,200
Other accrued expenses 28,167 (39,024)
Total adjustments 10,278 (18,396)
Net cash (used in) provided by operating activities $ (50,851) $ 145,792

The accompanying notes are an integral part of these statements.



RD Capital Group, Inc.

Notes to Financial Statements
December 31, 2010 and 2009

(1) Organization and summary of
significant accounting policies:

Organization- .

RD Capital Group, Inc. (the Company) is a closely held corporation organized under the laws of the
Commonwealth of Puerto Rico on July 26, 1994, and is primarily engaged in rendering brokerage and
investment advisory services. The Company does not carty securities accounts for customers nor
does it render custodial functions of customer securities. Orders are received from customers and
placed via Pershing LLC (a subsidiary of The Bank of New York Mellon Corporation), a
correspondent U.S. based firm who maintains all accounts for the customers. The most significant
accounting policies followed by the Company are the following:

Summary of significant accounting policies-
(a) Basis of presentation -

The Company’s fiscal year ends on December 315t of each year. All references to years in these
notes to financial statements represent fiscal years then ended, unless otherwise noted. The
Company has evaluated subsequent events thfough February 11, 2011, the date the financial
statements were available to be issued.

(b) Revenue recognition -

Commission revenues are recorded on a settlement date basis. Other revenues are recorded
following the accrual basis of accounting.

(c) Cash and cash equivalents -

For purposes of the statements of cash flows, the Company considers all highly liquid debt
instruments, purchased with maturity of three months of less, to be cash and cash equivalents.

(d) Property and equipment -

Property and equipment is recorded at cost. Depreciation and amortization are provided under
the straight-line method over the following estimated useful lives. Maintenance and repairs are
charged to operations when incurred. Betterments and tenewals which substantially increase the
life of individual assets are capitalized.

Property category Estimated useful lives
Furniture and fixtures 10 years
Computers and other office equipment 3 - 5 years
Leasehold improvements 5 years

(¢) Long-lived assets -

The Company reviews long-lived assets for impairment whenever events or changes in
circumstances indicate that the carrying value of such assets may not be recoverable.
Recoverability of assets to be held and used (the fair value) is measured by a comparison of the
carrying amount of an asset to future net cash flows expected to be generated by the asset. If
such assets are considered to be impaired, the impairment recognized is measured by the amount
by which the carrying value of the assets exceeds the fair value of assets. Assets to be disposed
of are reported at the lower of the carrying amount or fair market value less costs to sell.



RD Capital Group, Inc.

Notes to Financial Statements
December 31, 2010 and 2009

(f) Income taxes -

Income taxes are accounted for using the asset and liability method under which deferred
income taxes are recognized for the tax consequences of “temporary differences” by applying
enacted statutory tax rates applicable to future years to differences between the financial
statement carrying amounts and the tax bases of existing assets and liabilities and operating loss
carry forwards. The effect of deferred taxes for a change in tax rates is recognized in income in
the period that includes the enactment date. Management provides a valuation allowance against
the defetred tax assets for amounts which are not considered “more likely than not” to be

realized.

On January 1, 2009, the Company adopted the accounting standard on accounting for
uncertainty in income taxes, which addresses the determination of whether tax benefits claimed
ot expected to be claimed on a tax return should be recorded in the financial statements. Under
this guidance, the Company may recognize the tax benefit from an uncertain tax position only if
it is more-likely-than-not that the tax position will be sustained on examination by taxing
authorities, based on the technical merits of the position. The tax benefits recognized in the
financial statements from such a position are measured based on the largest benefit that has a
greater than 50% likelihood of being realized upon ultimate settlement. The guidance on
accounting for uncertainty in income taxes also addresses de-recognition, classification, interest
and penalties on income taxes, and accounting in interim periods.

(g) Investments in marketable securities-

The Company classifies its marketable securities as available-for-sale. Investments in equity
securities are stated at fair value, with net unrealized holding gains or losses on such securities
recorded as accumulated other comprehensive income (loss), a separate component of
stockholders’ equity. Realized gains and losses are included in earnings and are derived using the
specific identification method for determining the cost of securities.

(h) Fair value measurement -

FASB’s accounting guidance defines fair value as the price that would be received from the sale
of an asset or paid to transfer a liability (i.e., the “exit price”) in an orderly transaction between
market participants at the measurement date.

There is an established hierarchy for inputs used in measuring fair value that maximizes the use
of observable inputs by requiring their use when available and minimizing the use of
unobservable inputs. Observable inputs are used by market participants to price assets or
liabilities based on market data obtained from sources independent of the Company.
Unobservable inputs are those that reflect the Company’s assumptions based on the best
information available in the circumstances.



RD Capital Group, Inc.

Notes to Financial Statements
December 31, 2010 and 2009

@

©)

The hierarchy is broken down into three levels as follows:

Level 1 - Valuations based on quoted prices in active matkets for identical assets or liabilities that
the Company has the ability to access. Since valuations are based on quoted prices that are readily
and regularly available in an active market, valuation of these products does not entail 2 significant

degree of judgment.

Level 2 — Valuations based on one or more quoted prices in active markets for similar assets or
quoted prices for identical ot similar assets in markets that are not active and in which all significant
inputs are observable, either directly or indirectly. ‘

Level 3 — Valuations based on inputs that are unobservable and significant to the overall fair value
measurement.

During the year ended December 31, 2010, the Company redeemed all its investments in
marketable securities. As of December 31, 2009, all investments held by the Company were

measured using Level 1.

(i) Use of estimates -

In preparing financial statements in conformity with accounting principles generally accepted in
the United States of America (US GAAP), management is required to make estimates and
assumptions that affect the reported amounts of assets and liabilities and the disclosures of
contingent assets and liabilities at the date of the financial statements, and the recorded amounts
of revenues and expenses duting the reporting period. Actual results could differ from those
estimates.

Investment in marketable securities:

During the year ended December 31, 2010, the Company redeemed all its investments in marketable
securities were called.

As of December 31, 2009, the investment in marketable securities consisted of U.S. Government Bonds,
bearing interest at 4.5% maturing on February 2019. As of December 31, 2009, the fair market value of the
investment approximated cost. See Note (3).

Deposit with Clearing House:

This constant deposit is a requirement of Pershing LLC, the U.S. based firm providing clearing and
custodial services for the Company and which maintains all customer accounts. During the year 2009 part
of the funds were invested in U.S. Government Bonds bearing intetest at 4.5% which matured on
February 2019. As of December 31, 2009, the fair market value of the investment approximated cost.
During the year ended December 31, 2010 all its investments in marketable securities were called and the
total deposited amount of $100,000 is held by Pershing L1.C in a money market account.




RD Capital Group, Inc.

Notes to Financial Statements
December 31, 2010 and 2009

(4) Retirement plan:

©®)

©)

The Company has a defined employer contribution plan, which covets all of its employees with a
minimum of 21 years of age and 12 months of service, with full vesting of benefits after five years of
service. Future benefits and contributions to the plan cannot be anticipated since they depend upon
investment performance and therefore, cannot be guaranteed. No employer contribution was made for
the years ended December 31, 2010 and 2009.

Income taxes:

The Company calculates its income tax provision on its pre-tax accounting income at statutory rates
(which range from 20% to 30% in 2010), after taking into consideration any permanent (non deductible)
or temporary differences.

As of December 31, 2010, the Company has available net operating losses (NOL) amounting to $26,114
to offset any future taxable income through the year 2020.

The Company’s deferred tax asset resulting from the future income tax benefits of the operating loss, at
December 31, 2010 is approximately $5,000.

During the ended December 31, 2009, the Company used approximately $304,000 of its available net
operating losses to offset the taxable income for the year. There was no deferred tax asset as of
December 31, 2009.

As of December 31, 2010 the Company believes that there are no uncertain tax positions.

On January 1, 2009, the Company adopted the accounting standard on accounting for uncertainty in
income taxes. Management evaluated the Company’s tax positions and concluded that the Company had
taken no uncertain tax positions that requite adjustment to the financial statements to comply with the
provisions of this standard. The Company files income tax returns in the Commonwealth of Puerto
Rico. With few exceptions, the Company is no longer subject to income tax examinations by tax
authorities for years before 2006.

Lease commitments:
The Company operates in premises, comprising 1,892 square feet, occupied under the terms of an
operating lease agreement. Effective January 1, 2010, the Company renewed the lease agreement for an

additional five years. Total rent expense amounted to $52,213 and $58,150 during the year ended
December 31, 2010 and 2009, respectively.

10



RD Capital Group, Inc.

Notes to Financial Statements
December 31, 2010 and 2009

Future rental commitments under this operating lease are as follows:

Year Amount
2011 $ 52,030
2012 ' 52,030
2013 52,030
2014 52,030
$ 208,120

(7) Related party transactions:

During 2010 and 2009, the Company engaged in transactions (mostly arising from cash advances and
commissions paid) with its principal stockholder and related companies in which such stockholder has a

substantial investment. The following summarizes pertinent transactions and year-end balances with
related parties:

2010 2009

Commissions expense-

stockholder $ 394,500 $ 305,500
Commissions due to

stockholder $ 25,500 $ 45,237
Professional services expense

from related Company--

RD Asset Management, LLC $ (283) $ (870)

Due from stockholder ) 6,981 $ 934

(8) Concentration of credit risk:

Financial instruments that potentially expose the Company to concentration of credit risk include bank
accounts and money market accounts. The Company maintains these accounts at reputable financial
institutions. While the Company attempts to limit any financial exposure, its deposit balances may, at
times, exceed federally insured limits. The Company has not experienced any losses on such accounts.

(9) Net capital requirements:
The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (Rule
15¢ 3-1), which requires the maintenance of minimum net capital and requires that the ratio of aggregate

indebtedness to net capital, both as defined, shall not exceed 15 to 1. Furthermore, equity capital may
not be withdrawn as cash dividends paid under certain conditions.

11



RD Capital Group, Inc.

Notes to Financial Statements
December 31, 2010 and 2009

As December 31, 2010 and 2009 the Company had the following net capital figures (see related
Schedule I):

Capital Required Net Excess Net
Year Ratio Net Capital Capital Capital Amount
2010 2701 $ 50,000 $ 291,118 $ 241,118
2009 A3 t01 $ 50,000 $ 348,953 $ 298,953

(10) Supplementary information:

)

The accompanying Schedules I and II have been prepared in accordance with the requirements and
general format of FOCUS Form X-17a-5.

Other schedules, such as, Statement of Changes in Liabilities Subordinated to Claims of General
Creditors, Determination of Reserve Requirements, Information Relating to Possession or Control
Requirements, and Schedule of Segregauon Requirements, which are required per SEC Rule 15¢3-3 are
omitted as being not apphcable since, during the years ended December 31, 2010 and 2009, the
Company has had no activities that would need to be disclosed on such schedules o

Regulatory payments, fees and contingencies:

The Company is involved in various legal actions resulting in claims on matters arising from its business
activities.

(a) During 2005, a claim was filed by the Dallas District Office of the Financial Industry Regulatory
Authority (FINRA), involving various transactions in US Government Securities (“strips”), with
three (3) customers in 2005. The examination concluded that the Company did not comply with the
Section 17(a) (2) and 17(2) (3) of the Securities Act of 1933, and NASD Conduct Rule 2110. During
2009, this matter was settled, without admitting or denying any of the alleged wrongdoing, prior to a
hearing on the merits, on terms deemed favorable to the Company and its principal stockholder. As
part of this settlement, the Company was imposed a penalty of §50,000 and the Company’s
President and principal stockholder personally assumed the legal and contractual obligation to pay
$950,000, plus interest, to the three customers, as restitution for fees and commissions charged over
what were deemed to be reasonable amounts by the regulator. Restitution payments totaling
$223,160 and §409,417, including interest, were made by the Company during 2010 and 2009, as
approved by its Board of Directors, on behalf of its principal stockholder with no repayment terms.

(b) During 2009, a claim was filed by the Fort Lauderdale, Florida Office of the Financial Industry
Regulatory Authority (FINRA), involving a compliant of a former customer of the Company,
against current and formet registered representatives of the Company. Some of the allegations are
related to customer-securities broker disputes going back to the year the2004. Discovery has not
fully started and the possible outcome or costs associated with this claim cannot be currently
predicted.

The accompanying financial statements do not include provisions for the final economic outcome, if
any, of the above described matters.

12



RD Capital Group, Inc. SCHEDULE I
Computation of Net Capital Under Rule 15¢ 3-1
of the Securities and Exchange Commission
December 31, 2010 and 2009
2010 2009
Net Capital:
Total stockholders' equity $ 318,865 379,994
Liabilities subordinated to claims of general creditors
allowable in computation of net capital - -
Total capital and allowable subordinated liabilities 318,865 379,994
Less- Non-allowable assets-
Petty cash 1 497
Account receivable from stockholder 6,981 934
Other recetvables 4,150 2,568
Prepaid expenses 7,528 17,079
Deferred tax asset 5,000 -
Total non-allowable assets 23,660 21,078
Less- Haircuts on securities- '
Money market account 4087 4982
Marketable securities - 4,981
Total haircuts on securities 4,087 9,963
Net capital $ 291,118 348,953
Aggregate indebtedness:
Items included in the accompanying balance sheets-
Accounts payable to suppliers $ 16,680 9,548
Commissions payable 438 453
Accrued payroll taxes and withholdings 6,561 7,552
Accrued corporate income taxes - 1,200
Other accrued expenses 53,709 25,542
Total aggregate indebtedness $ 77,388 44,295
Computation of basic net capital requirement:
Minimum net capital required (aggregate indebtedness + by 15) 3 5,159 2,953
Minimum dollar net capital requirement $ 50,000 50,000
Net capital requirement (highest of above amounts) $ 50,000 50,000
Excess net capital (net capital -- $50,000) $ 241,118 298,953
Net capital - greater of 10% of aggregate indebtedness or
120% of minimum dollar net capital requirement $ 231,118 288,953
Ratio: Aggregate indebtedness to net capital 27to1 A3to1
Reconciliation with company's computation (included in Part IIA Form X-17A-5
as of December 31, 2010 and 2009):
Net capital, as reported in Company's Part ITA
(Unaudited) FOCUS report $ 301,308 239,106
Correction of previously reported non-allowable assets - -
Net audit adjustments (10,190) 109,847
Net capital per above $ 291,118 348,953

13



RD Capital Group, Inc.

Reconciliation of Aggregate Indebtedness Pursuant to Rule 17A-5 (D)(4)
of the Securities and Exchange Commission
December 31, 2010 and 2009

SCHEDULE 11

Reconciliation with company's computation (included in Part IIA Form X-17A-5
as of December 31, 2010 and 2009):

Apgregate indebtedness as reported in
Company's Part ITA (Unaudited) FOCUS report

Audit adjustments

Schedule 1

2010 2009

$ 67,198 ) 154,142

10,190 (109,847)

$ 77,388 § 44,295

14
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS
ON INTERNAL CONTROL STRUCTURE REQUIRED BY SEC RULE 17A-5

Kevane Grant Thornton LLP

33 Calle Boliva

Ste 400
To the Stockholders and Board of Directots of San Juan, Puerto Rico 009172013
RD Capital Group, Inc.: T+1787 754 1915

F+1787 7511284
www.kevane.com

In planning and performing our audits of the financial statemnents and supplemental schedules of

RD Capital Group, Inc. as of and for the years ended December 31, 2010 and 2009, in accordance
with auditing standards generally accepted in the United States of America, we considered its internal
control over financial reporting (internal controls) as a basis for designing our auditing procedures for
the purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Company’s internal control. Accordingly, we do
not express an opinion on the effectiveness of the Company’s internal control.

Also, as required by Rule 172-5(g)(1) of the Securities and Exchange Commission (SEC), we have
made 2 study of the practices and procedures followed by the Company, including consideration of
control activities for safeguarding securities. This study included tests of such practices and
procedures that we considered relevant to the objectives stated in Rule 172-5(g) in making the
periodic computations of aggregate indebtedness (or aggregate debits) and net capital under Rule 17a-
3(2)(11), and for determining compliance with the exemptive provisions of Rule 15c3-3. Because the
Company does not carry securities accounts for customers or performs custodial functions relating to
customer securities, we did not review the practices and procedures followed by the Company in any
of the following:

(1) Making quarterly securities examinations, counts, venfications, and compatisons, and the
recording of differences required by Rule 17a-13.

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

The management of the Company is responsible for establishing and maintaining internal controls
and the practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected benefits
and related costs of controls and of the practices and procedures referred to in the preceding
paragraph and to assess whether those practices and procedures can be expected to achieve the SEC's
above-mentioned objectives. Two of the objectives of internal control and the related 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 management's authorization and
recorded properly to permit preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America.
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Rule 17a-5(g) lists additional objectives of the practices and procedutes listed in the preceding
paragraph.

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.

A control deficiency exists when the design or operation of a control does not allow management or

employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis.

A significant deficiency is a deficiency, or a 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 1s a deficiency, or combination of deficiencies, in internal control, such that there
s a reasonable possibility that 2 material misstatement of the Company’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 material weaknesses, as defined previously.

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 a material inadequacy for such
purposes. Based on this understanding and on our study, we believe that the Company's practices

and procedures, as described in the second paragraph of this report, were adequate at December 31,
2010 and 2009, to meet the SEC's objectives.

This report 1s intended solely for the information and use of the Board of Directors, management,
the SEC, and other regulatory agencies which rely on Rule 17a-5(g) under the Securities Exchange
Act of 1934 in their regulation of registered brokers and dealers, and is not intended to be and should
not be used by anyone other than these specified parties.

M/ﬂw«f %mﬁ‘\ '4/\/&

San Juan, Puerto Rico,
February 11, 2011.
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