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OATH OR AFFIRMATION

. 1, Frank Agpilar _ __, swear (or affirm) that, to the best of
my knowledge and behef the accompanymg fi nanmal statement and supporting schedules pertaining to the firm of

’I‘erorFmancm] LLC . » , as
of December 31, , B , 2010, are true and correct, T further swear (or affirm) that

neither the company nof afiy partner, proprxetor, prmclpal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

None

}

AP

ROBERT J. KEYES JR,
NOTARY PUBLIC
STATE OF NEVADA
Dats Appointment Exp; 08-08-2014
Cemﬁcate No 03-83567-1
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Notary Public

o

his report ** contains (check all applicable boxes):

(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Charges in Financial Condition,

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

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

(g) Computation of Net Capltal

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

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

(j) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rulé 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition o

(1) An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report.
() A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.
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**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(¢)(3).
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Joseph Yafeh CPA, Inc.

A Professional Accounting Corporation
11300 W. Olympic Blvd., Suite 875
Los Angeles CA 90064
310-477-8150 ~ Fax 310-477-8152

REPORT OF INDEPENDENT AUDITOR

Members
TriCor Financial, LLC

I have audited the accompanying statement of financial condition of TriCor Financial, LLC, as of
December 31, 2010 and related statements of income, changes in member’s equity and changes
in financial condition for the year then ended. These financial statements are being filed

pursuant to Rule 17a-5 of the Securities Exchange Act of 1934 and include the supplemental
schedule of the net capital computation required by rule 15¢3-1. These financial statements are
the responsibility of TriCor Financial, LLC’s management. My responsibility is to express an
opinion on these financial statements based on my audit.

I conducted my audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that I plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a 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 statement
presentation. I believe that my audit provides a reasonable basis for my opinion. '

In my opinion, such financial statements referred to above present fairly, in all material respects,
the financial condition of TriCor Financial, LL.C as of December 31, 2010 and the results of its
income, changes in member’s equity and changes in financial condition for the year then ended
in conformity with the United States generally accepted accounting principles.

My audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in Schedules I, II and I1I 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 17a-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 my opinion, is fairly stated in all material respects in relation to the
basic financial statements taken as a whole.

Los Angeles, California
February 2, 2011



TRICOR FINANCIAL, LLC
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2010

Assets

Cash and cash equivalents $247,281
Accounts receivable 57,733
Deposit with clearing organization . 50,000
Commissions receivable — NFS 19,356
Prepaid insurance 4,805
Other assets 1.048

Total Assets $380.223

Liabilities and Member’s Equity

Liabilities

Commission payable — NFS $ 10,173

Accounts payable and accrued expenses 6,500

Commissions payable — other 23,875

Deferred advisory income 74,191
Total Liabilities 114.739

Member’s Equity 265.484
Total Liabilities and Member’s Equity $380,223

See accompanying notes to financial statements



TRICOR FINANCIAL, LLC
. STATEMENT OF INCOME
FOR THE YEAR ENDED DECEMBER 31, 2010

Revenues
Commissions income $ 3,101,574
Other income 70.814
Total Revenues 3,172,388
Expenses
Commissions 2,080,011
Insurance 18,550
Licenses & permits - 42,477
Management fees 852,053
Professional fees 56,086
Transaction costs 42,336
Other operating expenses 46.865
Total Expenses 3,138.378
Net Income $ 34010

See accompanying notes to financial statements



TRICOR FINANCIAL, L1LC
STATEMENT OF CHANGES IN MEMBER’S EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2010

Member’s
Equity
December 31, 2009, Balance $ 71,474
Net Income 34,010
Additional Capital 160,000

December 31, 2010, Balance $ 265,484

See accompanying notes to financial statements
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TRICOR FINANCIAL, LLC
STATEMENT OF CHANGES IN FINANCIAL CONDITION
FOR THE YEAR ENDED DECEMBER 31, 2010

Cash flows from operating activities:

Net income $ 34,010
Adjustments to reconcile net income to net cash
provided by operating activities:

Commissions receivable ( 60,498)
Prepaid insurance ( 555)
Other assets . ( 1,048)
Accounts payable and accrued expenses ( 14,782)
Commissions payable . 13,788
Deferred advisory income 74.191
Net cash and cash equivalents provided by operating activities 45,106
Cash flows from investing activities: 0

Cash flows from financing activities:

Additional capital contribution : 160.000
Net increase in cash and cash equivalents 205,106
Cash and cash equivalents at beginning of year 42,175
Cash and cash equivalents at end of year $247.281

Supplemental disclosure of cash flow information:

Cash paid for interest $ 963
Cash paid for income taxes $ 0

See accompanying notes to financial statements



TRICOR FINANCIAL, LLC
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2010

NOTE 1 — GENERAL & SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

General

TriCor Financial, LLC (the “Company) was organized in the State of Nevada on July 14, 2006 as
a Limited Liability Company. On May 14, 2007, the Company began operations as a
broker/dealer. The Company is registered as a broker/dealer with the Securities and Exchange
commission (“SEC”) and is a member of the Financial Industry Regulatory Authority
(“FINRA”), and the Securities Investors Protection Corporation (”SIPC”).

The Company is engaged in the business as a securities broker/dealer, which comprises several
classes of services, including financial, investment and retirement planning products and
services. The Company is authorized to sell private placements of securities on a best efforts
basis.

The Company is a wholly-owned subsidiary of TriCor Financial Services, Ltd. (the “Parent”),
and is affiliated through common ownership to TriCor Insurance Services, LLC (“TIS”) and
TriCor Advisory Services, LLC (“TAS”).

The Company does not hold customer funds or securities and conducts business on a fully
disclosed basis, where by all transactions are cleared by another broker/dealer and accordingly, is
exempt from Rule 15¢3-3 of the Securities and Exchange Commission under paragraph (k) (2)

(ii).

In the normal course of business, the Company’s customer activities involve the execution and
settlement of various customers’ securities and financial instrument transactions. Their activities
may expose the Company to off-balance-sheet credit risk in the event the customer is unable to
fulfill its contractual obligations.

Summary of Significant Accounting Policies

Basis of Presentation

The preparation of financial statements in conformity with generally accepted accounting
principles 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 financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

For the purposes relating to the statement of cash flows, the Company considers all highly liquid
debt instruments purchased with a maturity of three months or less to be cash equivalents. The
Company also includes money market accounts as cash equivalents.



TRICOR FINANCIAL, LI.C
NOTES TO FINANCIAL STATEMENTS - Continued
DECEMBER 31, 2010

NOTE 1 — GENERAL & SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Receivable from brokers, dealers and clearing organizations represent commissions earned on
security transactions, which are recorded on a trade date basis. Commissions receivable are
stated at face amount with no allowance for doubtful accounts. An allowance for doubtful
accounts is not considered necessary because probably uncollectible accounts are immaterial.

Revenues earned from investment management services are accrued when earned. Securities
transactions and the related income and expenses, are recorded on a trade date basis for the
Company’s customers.

The Company is treated as a disregarded entity for federal tax purposes, in accordance with
single member limited liability company rules. All tax effects of the Company’s income or loss
are passed through to the member. Therefore, no provision or liability for Federal Income Taxes
is included in these financial statements. There is no state corporate income tax or franchise tax
in Nevada.

Recent Accounting Pronouncements

The Financial Accounting Standards Board (“FASB”) implemented the FASB Accounting
Standards Codification (Codification) effective July 1, 2009. The Codification has become the
source of authoritative Generally Accepted Accounting Principles (“GAAP”) recognized by
FASB to be applied to nongovernmental entities. On the effective date of the Codification, the
Codification superseded all then existing accounting and reporting standards. All other non-
grand-fathered accounting literature not included in the FASB Codification has become non-
authoritative. References to GAAP included in the FASB Codification are noted as Accounting
Standards Codification (“ASC”).

Following the effective date of the Codification, FASB will not release new standards in the
form of Statements, FASB Staff Positions, or Emerging Issues Task Force Contracts, but instead
will issue Accounting Standards Updates. Updates will not be considered authoritative in their
own right, but will serve only to update the Codification, provide background information about
the guidance in the Codification, and provide the basis for the changes in the Codification.

For the year ending December 31, 2010, various accounting pronouncements or interpretations
by the FASB were either newly issued or had effective implementation dates that would require
their provisions to be related in the financial statement for the year then ended. The Company
has reviewed the Statements of Financial Accounting Standards (“SFAS”)/ASC topics for the
year to determine relevance to the Company’s operations.

The Company has either evaluated or is currently evaluating the implications, if any, of each of
these pronouncements and the possible impact they may have on the Company’s financial
statements. In most cases, management has determined that the pronouncement has either
limited or no application to the Company and, in all cases, implementation would not have a
material impact on the financial statements taken as a whole.

7



TRICOR FINANCIAL, LLC
NOTES TO FINANCIAL STATEMENTS - Continued
DECEMBER 31, 2010

NOTE 2 — DEPOSIT HELD AT CLEARING FIRM

The Company has a brokerage agreement with National Financial Services, LLC (“Clearing
Broker”) to carry its account and the accounts of its customers as customers of the Clearing
Broker. The Clearing Broker has custody of the Company’s cash balances which serve as
collateral for securities sold short or securities purchased on margin. The balance at December
31, 2010 is $50,000.

NOTE 3 - INCOME TAXES

The Company is treated as a disregarded entity for federal tax purposes, in accordance with
single member limited liability company rules. All tax effects of the Company’s income or loss
are passed through to the member. Therefore, no provision or liability for Federal income taxes
is included in these financial statements. :

NOTE 4 — RELATED PARTY TRANSACTIONS

As discussed in the General and Summary of Significant Accounting Policies (Note 1), the
Company is affiliated with TIS and TAS through common ownership. TIS and TAS are the
general partners and investment advisors to various investment funds (“the Fund”). The
Company earns commissions for introducing the Funds’ securities transactions.

The Company has entered into an expense sharing agreement with the Parent during the year.
The terms of this agreement provide that all overhead expenses incurred are paid by the Parent
and reimbursed by the Company. Overhead expenses, as defined by the agreement, shall include
rent, salaries and wages of directors, employees and agents of the company, and various other
operating costs incurred in the ordinary course of the Business. During the year ended December
31, 2010 total expenses allocated from the Parent were $852,053, which is reflected as
management fees on the Statement of Income.

NOTE 5 — CONCENTRATIONS OF CREDIT RISK

The Company is engaged in various brokerage activities in which counter-parties primarily
include broker/dealers, banks and other financial institutions. In the event counter-parties do not
fulfill their obligations, the Company may be exposed to risk. The risk of default depends on the
creditworthiness of the counter-party or issuer of the instrument. It is the Company’s policy to
review, as necessary, the credit standing of each counter-party.

NOTE 6 - NET CAPITAL

The Company is subject to a $5,000 minimum capital requirement under SEC Rule 15¢3-1,
which also requires that the ratio of aggregate indebtedness to net capital shall not exceed 15 to
1. Net capital and aggregate indebtedness change day to day, but on December 31, 2010 the
Company had net capital of $225,773 which was $218,124 in excess of its required net capital of
$5,000; and the Company’s percentage of aggregate indebtedness to net capital was 51%.

8



TRICOR FINANCIAL, LLC
NOTES TO FINANCIAL STATEMENTS - Continued
DECEMBER 31, 2010

NOTE 7 — SUBSEQUENT EVENTS

Management has reviewed the results of operations for the period of time from its year end
December 31, 2010 through February 2, 2011, the date the financial statements were available to
be issued, and has determined that no adjustments are necessary to the amounts reported in the
accompanying combined financial statements nor have any subsequent events occurred, the
nature of which would require disclosure.



TRICOR FINANCIAL, LLC
COMPUTATION OF NET CAPITAL REQUIREMENTS PURSUANT
TO RULE 15¢3-1
DECEMBER 31, 2010

Computation of Net Capital

Members’ equity $ 265,484
Non allowable assets:
Accounts receivable ( 33,858)
Prepaid insurance : ( 4,805)
Other assets (_1.048)
Net Capital $ 225,773

Computation of Net Capital Requirements

Minimum net capital required

6-2/3 of total liabilities $ 7,649
Minimum dollar net capital required $§ 5.000
Net capital required (greater of above amounts) § 7.649

Excess Net Capital $218.124

Excess net capital at 1000% (net capital less 10%
of aggregate indebtedness) $ 214.299

Computation of aggregate indebtedness

Total liabilities $ 114.739
Percentage of aggregate indebtedness to net capital 51%
Reconciliation

The following is a reconciliation at December 31, 2010 of the above net capital
computation

with the Company’s corresponding unaudited computation pursuant to Rule 17a-5(d)(4).

Unaudited net capital computation $ 225,772
Rounding : 1
Audited net capital computation $ 225,773

See accompanying notes to financial statements
10



TRICOR FINANCIAL, LLC
Schedule IT — Computation for Determination of Reserve

Requirements Pursuant to Rule 15¢3-3
As of December 31, 2010

A computation of reserve requiremeht is not applicable to TriCor Financial, LLC as the
Company qualifies for exemption under Rule 15¢3-3 (k) (2) (ii).

See independent auditor’s report.
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TRICOR FINANCIAL, LLC
Schedule III — Information Relating to Possession or Control
Requirements Under Rule 15¢3-3
As of December 31, 2010

Information relating to possession or control requirements is not applicable to TriCor Financial,
LLC as the Company qualifies for exemption under Rule 15¢3-3 (k) (2) (ii).

See independent auditor’s report.
12



Joseph Yafeh CPA, Inc.
A Professional Accounting Corporation
11300 W. Olympic Blvd., Suite 875
Los Angeles CA 90064
310-477-8150 ~ Fax 310-477-8152

PARTIT
Report on Internal Control Required by SEC Rule 17a-5(g)(1) for a
Broker-Dealer Claiming an Exemption from SEC Rule 15¢3-3

Member
TriCor Financial, LLC
Las Vegas, NV

In planning and performing my audit of the financial statements of TriCor Financial, LLC (the
Company), as of and for the year ended December 31, 2010, in accordance with auditing standards
generally accepted in the United States of America, I considered the Company’s internal control over
financial reporting (internal control) as a basis for designing my auditing procedures for the purpose
of expressing my opinion on the financial statements, but not for the purpose of expressing an opinion
on the effectiveness of the Company’s internal control. Accordingly, I do not express an opinion on
the effectiveness of the Company’s internal control.

Also, as required by Rule 17a-5(g) (1) of the Securities and Exchange Commission (SEC), I have
made a 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 I considered relevant to the objectives stated in Rule 17a-5(g) in making the periodic
computations of aggregate indebtedness (or aggregate debits) and net capital under Rule 17a-3(a)(11)
and for determining compliance with the exemptive provisions of Rule 15¢3-3. Because the
Company does not carry securities accounts for customers or perform custodial functions relating to
customer securities, I did not review the practices and procedures followed by the Company in any of
the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons and recordation
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 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 SEC's previously 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 management's authorization and recorded properly to permit the
preparation of financial statements in conformity with generally accepted accounting principles. Rule
17a-5(g) lists additional objectives of the practices and procedures listed in the preceding paragraph.
13



Member
TriCor Financial, LLC
Las Vegas, NV

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

My 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. I did not identify any deficiencies in internal control and control activities for
safeguarding securities that I consider to be material weaknesses, as defined previously.

I 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 my study, I believe that the Company's practices and
procedures, as described in the second paragraph of this report, were adequate at December 31, 2010
to meet the SEC's objectives.

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

Los Angeles, California
February 2, 2011

14



Joseph Yafeh, CPA

4 Professional Accounting Corporation
11300 W. Olympic Blvd., Suite 875
Los Angeles, CA 90064
310-477-8150 Fax 310-477-8152

PART IIT
SIPC Supplemental Report Pursuant to SEC Rule 17a-5(e)(4)
Member
TriCor Financial, LLC
Las Vegas, NV

In accordance with Rule 17a-5(e)(4) under the Securities Exchange Act of 1934, I have performed the
procedures enumerated below with respect to the accompanying Schedule of Assessment and
Payments [General Assessment Reconciliation (Form SIPC-7)] to the Securities Investor Protection
Corporation (SIPC) for the year ended December 31, 2010, which were agreed to by TriCor
Financial, LLC and the Securities and Exchange Commission, Financial Industry Regulatory
Authority, Inc., and SIPC, solely to assist you and the other specified parties in evaluating TriCor
Financial, LLC’s compliance with the applicable instructions of the General Assessment
Reconciliation (Form SIPC-7).

TriCor Financial, LLC’s management is responsible for TriCor Financial, LLC’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, I make no representation regarding the sufficiency of the procedures described below
either for the purpose for which this report has been requested or for any other purpose. The
procedures I performed and my findings are as follows:

1. Compared the listed assessment payments in Form SIPC-7 with respective cash disbursement
records entries to the check copy dated July 22, 2010 noting no differences.

2. Compared the amounts reported on the audited Form X-17A-5 for the year ended December
31, 2010, as applicable, with the amounts reported in Form SIPC-7 for the year ended
December 31, 2010 noting no differences.

3. Compared any adjustments reported in Form SIPC-7 with supporting schedules and working
papers noting no differences.

4. Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the
related schedules and working papers as noted in section 2 above noting no differences.

5. Compared the amount of any overpayment applied to the current assessment with the Form
SIPC-7 on which it was originally computed noting no overpayment.

I was not engaged to, and did not conduct an examination, the objective of which would be the
expression of an opinion on compliance. Accordingly, I do not express such an opinion. Had I
performed additional procedures, other matters might have come to my attention that would have
been reported to you. ‘
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Joseph Yafeh CPA, Inc.
A Professional Accounting Corporation
11300 W. Olympic Blvd., Suite 875
Los Angeles CA 90064
310-477-8150 ~ Fax 310-477-8152

February 23, 2011 e
s L

Mr. Frank Aguilar \:’

TriCor Financial, LLC Sy,

7201 W. Lake Mead Blvd., Suite 114 vy u 201

Las Vegas, NV 89128 S e

Dear Frank: X\m T

When completed, I will be emailing you the annual audited report of TriCor Financial,
LLC for the year ended December 31, 2010. The second page of the facing page must be
signed by you, notarized and copied. Attach a copy of the facing page to each report. Be
sure to print the copies and send them as follows:

Send Original signed facing pages with this one via overnight courier to -
FINRA/ Financial Operations 240-386-6109

9509 Key West Avenue, Sth Floor

Rockville, Maryland 20850

Attention: Herani Dansamo

A courtesy copy to -

FINRA 213-229-2300
300 S. Grand Avenue, Ste. 1600

Los Angeles, CA 90071

2 copies -

Securities Exchange Commission 202-551-6551
Registrations Branch

Mail Stop 8031

100 F Street, NE

Washington, D.C. 20549

A courtesy copy to -

Securities Exchange Commission 323-965-3998
5670 Wilshire Blvd., 11th Floor

Los Angeles, CA 90036



Page 2

A courtesy copy to —
Nevada Secretary of State
Securities Division

555 E. Washington Avenue
Las Vegas, NV 89101
702-486-2440

Send copies to any state in which you are licensed, if required.

If you have any questions, please call at your convenience.

Very truly yours,
Joseph Yafeh, CPA



TriCor Financial, LLC
7201 W. Lake Mead Blvd.
Suite 114
Las Vegas, NV 89128
February 2, 2011

Joseph Yafeh, CPA
11300 West Olympic Blvd., Suite 875
Los Angeles, CA 90064

GENERAL REPRESENTATION LETTER
Dear Mr. Yafeh:

We are providing this letter in connection with your audit of the statement of financial condition
and the related statements of income, cash flows, and changes in member’s equity, changes in
liabilities subordinated to claims of general creditors, and cash flows of TriCor Financial, LLC
(the Company) as of December 31, 2010 and for the year then ended for the purpose of
expressing an opinion as to whether the financial statements present fairly, in all material
respects, the financial position, results of operations, and cash flows of the Company in
conformity with accounting principles generally accepted in the United States of America. We
confirm that we are responsible for the fair presentation in the financial statements of financial
condition, results of operations, and cash flows in conformity with generally accepted accounting
principles.

Certain representations in this letter are described as being limited to matters that are material.
Items are considered material, regardless of size, if they involve an omission or misstatement of
accounting information that, in the light of surrounding circumstances, makes it probably that the
judgment of a reasonable person relying on the information would be changed or influenced by
the omission or misstatement.

We confirm, to the best of our knowledge and belief, as of February 2, 2011, the following
representations made to you during your audit.

1. The financial statements referred to above are fairly presented in conformity with
accounting principles generally accepted in the United States of America and include
all disclosures necessary for such fair presentation otherwise required to be included
by the laws and regulations to which the Company is subject.

2. We have made available to you all of the following:
a. Financial records and related data.
b. Minutes of the meetings of stockholders, directors, and committees of

directors, or summaries of actions of recent meetings for which minutes
have not yet been prepared. The most recent meetings held were

(enter date here)



“Joseph Yafeh, CPA
Page Two

3. There have been no communications from regulatory agencies concerning
noncompliance with, or deficiencies in, financial reporting practices other than the
correspondence that you have shared with me.

4. There are no material transactions that have not been properly recorded in the
accounting records underlying the financial statements.

5. We believe the effects of uncorrected financial statement misstatements summarized in
the attached schedule are immaterial both individually and in the aggregate, to the
financial statements taken as a whole.

6. We acknowledge our responsibility for the design and implementation of programs and
controls to prevent and detect fraud.

7. We have not knowledge of any fraud or suspected fraud affecting the Company
involving

a. management,
b. employees who have significant roles in internal control, or
c. others where the fraud could have a material effect on the financial statements.

8. We have no knowledge of any allegations of fraud or suspected fraud affecting the
Company received in communications from employees, former employees, analysts,
regulators, short sellers, or others.

9. The Company has no plans or intentions that may materially affect the carrying value
or classification of assets and liabilities.

10. The following have been properly recorded or disclosed in the financial statements:

a. Relatedparty transactions, including sales, purchases, loans, transfers, leasing
arrangements, and guarantees and amounts receivable from or payable to related
parties.

b. Guarantees, whether written or oral, under which the company is contingently
liable.

c. Significant estimates and material concentrations known to management that are
required to be disclosed in accordance with Financial Accounting Standards Board
(FASB) Accounting Standards Codification (ASC) 275.

d. Arrangements with financial institutions involving compensating balance
arrangements involving restrictions on cash balances and lines of credit, or similar
arrangements.
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e. The following information about financial instruments with off-balance-sheet
risk and financial instruments with concentrations of credit risk:
(1) the extent, nature, and terms of financial instruments with off-balance-sheet
risk
(2) the amount of credit risk of financial instruments with off-balance-sheet risk
and information about the collateral supporting such financial instruments
(3) Significant concentrations of credit risk arising from all financial
instruments and information about the collateral supporting such financial
instruments.

f. Agreements to repurchase assets previously sold or resell assets previously
purchased.

11. There are no:

a. Violations or possible violations of laws or regulations whose effect should be
considered for disclosure in the financial statements or as a basis for recording a
loss contingency.

b. Unasserted claims or assessments that our lawyer has advised us are probable of
assertion and must be disclosed in accordance with FASB ASC 450,
Contingencies.

c. Other liabilities or gain or loss contingencies that are required to be accrued or
disclosed by FASB ASC 450.

12. The Company has satisfactory title to all owned assets, and there are no liens or
encumbrances on such assets nor has any asset been pledged as collateral, except as
disclosed in the financial statements.

13. The Company has complied with all aspects of contractual agreements that would
have a material effect on the financial statements in the event of noncompliance.

14. Customers’ debit balances, brokers’ debit balances, and other accounts receivable are
valid receivables. In our opinion, an adequate reserve has been established to cover any
losses that may be incurred upon collection.

15. Provision has been made for any material loss to be sustained in the fulfillment of or
from the inability to fulfill any purchase or sales commitments.

16. There are no securities or investments not readily marketable owned by the Company
or borrowed under subordination agreements except as disclosed in the financial
statements or notes thereto or as follows.

It is understood that the term “securities and investments no readily marketable” includes
but is not limited to the following:
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a. Securities for which there is no market on a securities exchange or independent
publicly quoted market

b. Securities that cannot be publicly offered or sold unless registration has been
effected under the Securities Act of 1933 (or the conditions of an exemption
such as Regulation A under Section 3(B) of such act have been complied with),
that is, restricted stock

c. Securities and investments that cannot be offered or sold because of other
arrangements, restrictions, or conditions applicable to the securities and
investments or to the Company (that is, control stock)

17. The methods and significant assumptions used to determine fair values of ﬁnanc1a1
instruments, including derivative product transactions, are as follows:
Not Applicable

18. In addition, the Company at December 31, 2010, had

a. recorded all securities exchange memberships on the books.

b. properly recorded all participation in joint accounts carried by others.

c. No material unrecorded assets or contingent assets, such as claims relating to
buy-ins, unfulfilled contracts, and so forth, whose value depends on the
fulfillment of conditions regarded as uncertain.

d. no open contractual commitments other than those appearing on the memo
books and records; for example, when-distributed and delayed delivery
contracts, underwritings and when-issued contracts, endorsements of puts and
calls, and commitments in foreign currencies and spot (cash) commodity
contracts.

e. established a reserve for dividends and transfer items and security differences
that is adequate to cover any anticipated losses in connection with the short
securities that may have to be covered or claims arising from the liquidation of
long securities.

f. no borrowings or claims unconditionally subordinated to all claims or general
creditors pursuant to a written agreement except as disclosed in the financial
statements or notes thereto.

19. All liabilities subordinated to the claims of general creditors are covered by
satisfactory subordination agreements under 17 CFR 240.15¢3-1 (The Net Capital Rule)
and approved by FINRA.

20. In accordance with FASB ASC 820, Fair Value Measurements and Disclosures, the
Company has categorized its financial instruments, based on the priority of inputs to the
valuation technique, into a three-level fair value hierarchy. The fair value gives the
highest priority to quoted prices in active markets for identical assets or liabilities (level 1)
and the lowest priority to unobservable inputs (level 3). If the inputs used to measure the
financial instruments fall within different levels of the hierarchy, the categorization is
based on the lowest level input that is significant to the fair value measurement of the
instrument.
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21. The Company has assessed the impact of FASB ASC 740, Income Taxes, and has
determined that no material liability is required to be recorded.

22. Note ___ to the financial statements discloses all of the facts of which we are aware
that are relevant to the Company’s ability to continue as a going concern. Not applicable

23. Risks associated with concentrations, based on information known to management,
that meet all of the following criteria have been disclosed in the financial statements.

a. The concentration exists at the date of the financial statements.

b. The concentration makes the enterprise vulnerable to the risk of a near-term
severe impact.

c. Itis at least reasonably possible that the events that could cause the severe
impact will occur in the near term.

24. There are no capital withdrawals anticipated within the next six months other than as
disclosed in the financial statements or notes thereto except as follows:
Not applicable

25. There are no significant deficiencies or material weaknesses or material inadequacies
at December 31, 2010, or during the period January 1, 2011 to the date of the auditor’s
report, in internal control over financial reporting and control activities for safeguarding
securities, and the practices and procedures followed in

a. making the periodic computations of aggregate indebtedness or (aggregate
debits) and net capital as defined in accordance with the Net Capital Rule and
the customer reserve computations required by paragraph (e) of 17 CFR
240.15¢c3-3(e) (The Customer Protection Rule).

b. making the quarterly securities examinations, counts, verifications and
comparisons, and the recordation of differences required by 17 CFR 240.17a-
13.

c. complying with the requirement for prompt payment for securities under
Federal Reserve Regulation T of the Board of Governors of the Federal
Reserve System.

d. obtaining and maintaining physical possession or control of all fully paid and
excess-margin securities of customers as required by The Customer Protection
Rule.

e. making periodic computations of the minimum financial requirements pursuant
to Regulation 1.17 of the Commodity Exchange Act.

f. making daily computations of the segregation requirements of Section 4d(2)
(and Regulation 30) of the Commodity Exchange Act and the regulations
thereunder, and the segregation of funds based upon such computations.
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26. Net capital computations, prepared by the Company during the period from January 1,
2011 through the date of the auditor’s report, indicated that the Company was in
compliance with the requirements of The Net Capital Rule (and applicable exchange
requirements) at all times during the period. Customer reserve computations pursuant to
the Customer Protection Rule during the period did not reveal any deposit requirements
that were not made on a timely basis.

27. There was no computation of segregation requirements under the Commodity
Exchange Act that indicated an insufficiency in segregation during the period from
January 1, 2011 through the date of the auditor’s report.

28. The Company has appropriately reconciled its books and records underlying the
financial statements to their related supporting information. All related reconciling items
considered to be material were identified and included on the reconciliations and were
appropriately adjusted in the financial statements. There were no material unreconciled
differences or general ledger suspense account items that should have been adjusted or
reclassified to another account. All intracompany and intercompany accounts have been
eliminated or appropriately measured and considered for disclosure in the financial
statements.

29. Foreign and domestic operating subsidiaries of the Company which are subject to
local securities and capital adequacy requirements were in compliance with such
regulations and requirements at December 31, 2010, and for the year then ended.

30. All borrowings and financial obligations of the Company of which we are aware are
included in the financial statements at December 31, 2010, as appropriate. We have fully
disclosed to you all borrowing arrangements of which we are aware.

To the best of our knowledge and belief, no events have occurred subsequent to the statement of
financial condition date and through the date of this letter that would require adjustment to or

disclosure in thmaxb%en;xﬁoned financial statements.

Frank Aguilar, v




