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*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
must be supported by a statement of facts and circumstances relied on as the basis for the exemption. See section 240.17a-5(e)(2)

Potential persons who are to respond to the collection of
) information contained in this form are not required to respond
SEC 1410 (06-02) unless the form displays a currently valid OMB control number.




TABLE OF CONTENTS

Qath or Affirmation

Report of Independent Registered Public Accounting Firm

Financial Statements:
Statement of Financial Condition
Statement of Income and Member's Equity

Statement of Cash Flows

Notes to Financial Statements

Supplementary Information:

Schedule | - Computation and reconciliation of Net Capital under Rule 15c3-1 of the
Securities and Exchange Commission

Schedule 1l - Supplementary Information Pursuant to Rule 17a-5 of the Securities
Exchange Act of 1934

Independent Accountants’ Report on Applying Agreed-Upon Procedures
Related to an Entity’s SIPC Assessment Reconciliation

Form SIPC-7T

Internal Control:

Report on Internal Control Required by SEC Rule 17a-5 Claiming an Exemption from
SEC Rule 15¢3-3



OATH OR AFFIRMATION

A - ) ( L
l, b],\)am = W= . swear (or affirm) that, to the best of my knowledge and belief the
accompanying financial statements and supporting schedules pertaining to the firm of BG Strategic Advisors,
LLC, as of December 31, 2010 are true and correct. | further swear (or affirm) that neither the Company nor
any partner, proprietor, principal officer or director has any proprietary interest in any account classified solely
as that of a customer, except as follows:

AR%AL

Signature

l :
1 S,
Nota i . :
/ o""’"o% SANDRA KATHRYN SALGUEIRO

[ cautl] i/

":5 MY COMMISSION # DD798270
XY EXPIRES June 16, 2012
(407; 3|98-0153 FloridaNotaryService.com

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

X (a) Facing page

K (b) Statement of Financial Condition.

X (c) Statement of Income (Loss).

X {(d) Statement of Changes in Financial Condition.

X (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietor's Capital.

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

X (g) Computation of Net Capital.

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

[](i) Information Relating to the Possession or control Requirements Under Ruie 15¢3-3.

X () 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 Rule
15¢3-3.

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

X () An Oath or Affirmation.

X (m) A copy of the SICP Supplemental Report.

[](n) A report describing 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).



¢/ DaszkalBolton LLP

CERTIFIED PUBLIC ACCOUNTANTS

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Managing Member
BG Strategic Advisors, LLC
Palm Beach, Florida

We have audited the accompanying statement of financial condition of BG Strategic Advisors, LLC (the
“‘Company”) as of December 31, 2010, and the related statement of income and member's equity, and cash
flows for the year 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 is
to express an opinion on these financial statements based on our audits.

We conducted our audit in accordance with the auditing standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the audit {o 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. We believe that our audit
provides 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 BG Strategic Advisors, LLC as of December 31, 2010, and the results of its operations and its cash
flows for the year then ended December 31, 2010, in conformity with U.S. generally accepted accounting
principles.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as a
whole. The information contained in the supplementary information 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 our opinion, is fairly stated in
all material respects in relation fo the basic financial statements taken as a whole.

abal (Galsbyy LLP

Boca Raton, Florida
February 21, 2011

2401 NW Boca Raton Boulevard @ Boca Rawon, Florida 33431-6632 ¢ 11 561.367.1040 ¢ £ 561.750.3236
4455 Military Trail, Suite 201 @ Jupiter, Florida 33458-4843 ¢ t: 561.622.8920 @ f:561.624.1151
490 Sawgrass Corporate Parkway, Suite 200 # Sunrise, Florida 33325-6254 @ 1 954.974.3544 & £ 954.974.3680

PCACE Registered www.daszkalbolton.com Affiliared Offices Worlduwide




BG STRATEGIC ADVISORS, LLC
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2010

Current assets
Cash
Accounts receivable
Total current assets

Property and equipment, net

Due from affiliates
Deposits
Total assets

Current liabilities
Accounts payable
Deferred revenue
Other current liabilities

Total current liabilities

Member's equity

ASSETS

LIABILITIES AND MEMBER'S EQUITY

Total liabilities and member's equity

See accompanying notes to financial statements.
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2,044,048
71,741

2,115,789

18,148

507,047
11,500

2,652,484

80,739
202,963
30,823

314,525

2,337,959

$

2,652,484



BG STRATEGIC ADVISORS, LLC

STATEMENT OF INCOME AND MEMBER’S EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2010

Revenues:
Consulting income
Success fees
Other income

Operating expenses:
Conference and marketing
Insurance
Employee ancillary expenses
Professional fees
Rent and utilities
Travel and Entertainment
Salaries and wages
General and administrative
Bad debt expense
Other expenses

Total operating expenses

Operating income
Other income (expense)
Tax exempt dividends
(Loss) on stock
Gain on sale of assets
Depreciation
Tota! other income
Net income
Member's equity, beginning of the year

Capital distributions

Member's equity, end of the year

See accompanying notes to financial statements.
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$ 257,716
11,603,071
235,617

12,096,404

143,121
5,627
33,894
1,249,725
154,786
163,294
402,963
125,180
290,346
2,142
2,671,078

9,525,326
9,270
(13,776)
175,500
(85,152)
85,842
9,611,168
476,791

(7,750,000)

$ 2,337,050



BG STRATEGIC ADVISORS, LLC
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2010

Cash flows from operating activities:
Net income $ 9,611,168
Adjustments to reconcile net income to net cash provided in
operating activities:

Depreciation expense 85,152
Gain on sale of assets (175,500)
Provision for bad debts 203,032
(Increase) decrease in:
Accounts receivable 137,214
Other assets (485,070)
Increase in:
Accounts payable 79,761
Deferred revenue 43,263
Other current liabilities 19,289
Net cash provided by operating activities 9,518,309

Cash provided in investing activities:
Proceeds from sale of assets 247,500

Cash used in financing activities:

Capital distribution (7,750,000)
Net increase in cash 2,015,809
Cash, beginning of year 28,239
Cash, end of year $ 2,044,048

Supplemental disciosure of cash flow information:
Interest paid $
Taxes paid $

See accompanying notes to financial statements.
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BG STRATEGIC ADVISORS, LLC
NOTES TO FINANCIAL STATEMENTS

NOTE 1 — DESCRIPTION OF BUSINESS

BG Strategic Advisors, LLC (‘the Company”) is a national securities broker-dealer, duly registered with the
United States Securities and Exchange Commission (‘SEC”), the Securities Investor Protection
Corporation, Financial Industry Regulatory Authorities (“FINRA") and the State of Florida's Division of
Banking and Finance. In January 2009, BG Strategic Advisors, Inc., the Company’s Managing Member,
acquired Botsford Associates, LLC, a West Palm Beach - based investment bank and FINRA
member, and combined its assets and operations with those of the Company.

The Company provides investment banking services to its clients. It helps companies to develop and
implement growth strategies in the transportation, warehousing, logistics and supply chain sectors. The
services of the Company include merger and acquisition advisory services, private placements,
consolidations, and corporate spin-offs, joint ventures, and other financial transactions. As a fully
disclosed broker-dealer, the Company does not hold customer funds or safekeep customer securities.

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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.

Cash Equivalents
The Company considers all highly liquid debt instruments with original maturities of three months or less
when acquired to be cash equivalents.

Revenue Recognition

The Company generates income from services to provide general business strategy consulting, business
valuations and corporate finance services. Contracts for these services have different terms based on the
scope, deliverables and complexity of the engagement, which require management to make judgments
and estimates in recognizing revenue. The Company is compensated on contracts principally through time
and inaterial arrangements, cost-reimbursable plus fee arrangements, and fixed price and contingent fee
arrangements.

Revenue for general business consulting services is recognized as work is performed and amounts are
earned. The Company considers amounts to be earned once evidence of an arrangement has been
obtained, services are delivered, fees are fixed or determinable and collectability is reasonably assured.
For these types of arrangements, the Company recognizes revenue over the period of performance.
Depending on the specific contractual provisions and nature of the deliverable, revenue may be
recognized on a proportional performance model based on level of effort, as milestones are achieved or
when final deliverables have been provided. Revenue arrangements entered into with the same client that
are accounted for under Financial Accounting Standard Codification (‘ASC") 605-25 are accounted for on
a combined basis when they are entered into at or near the same time, unless it is clearly evident that the
contracts are not related to one another.

Billings in excess of revenue recognized for which payments have been received are recorded as
deferred revenue until the applicable revenue recognition criteria have been met.



BG STRATEGIC ADVISORS, LLC
NOTES TO FINANCIAL STATEMENTS

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

Property and Equipment
The Company’s property and equipment are carried at cost and depreciated using the straight-line
method over the estimated economic useful lives of the assets.

Date of Management Review

The Company evaluates events and transactions occurring subsequent to the date of the financial
statements for matters requiring recognition or disclosure in the financial statements. The accompanying
financial statements consider events through February 21, 2011 the financial statement issuance date.

New Pronouncements

In December 2010, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards
Update (“ASU”) 2010-29, “Business Combinations (Topic 805), Disclosure of Supplementary Pro Forma
Information for Business Combinations”. The objective of this ASU is to address diversity in practice about
the presentation of pro forma revenue and earnings disclosure requirements for business combinations,
and specifies that a public entity that presents comparative financial statements should disclose revenue
and earnings of the combined entity as though the business combination(s) that occurred during the
current year had occurred as of the beginning of the comparable prior annual reporting period only. This
ASU is effective prospectively for business combinations on or after January 1, 2011. As this ASU is
limited to supplemental disclosures, its adoption will not have an impact on the Company’s financial
condition or results of operations.

NOTE 3 — ACCOUNTS RECEIVABLE

The Company bills for its work using negotiated contracts. The Company provides for credit losses based
on management's evaluation of collectability, based on current and historical performance of the
customer. Accounts Receivable. Accounts receivable are presented net of an allowance for doubtful
accounts.

NOTE 4 — 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. The Company was in compliance
with its net capital requirements at December 31, 2010.



BG STRATEGIC ADVISORS, LLC
NOTES TO FINANCIAL STATEMENTS

NOTE 5 — PROPERTY & EQUIPMENT

Property and equipment consist of the following at December 31, 2010:

Office equipment $ 26,979
Furniture and fixtures 1,711
Automobile 55,412
Property and equipment 84,102
Less: accumulated depreciation 65,954
Property and equipment, net $ 18,148

Depreciation expense was $85,152 for the year ended December 31, 2010.

NOTE 6 — FAIR VALUE OF FINANCIAL INSTRUMENTS

The Company measures the financial assets in three levels, based on the markets in which the assets and
liabilities are traded and the reliability of the assumptions used to determine fair value. These levels are:

e Level 1 - Valuations for assets and liabilities traded in active exchange markets, or interest
in open-end mutual funds that allow a company to sell its ownership interest back at net
asset value (“NAV”) on a daily basis. Valuations are obtained from readily available pricing
sources for market transactions involving identical assets, liabilities or funds.

e Level 2 - Valuations for assets and liabilities traded in less active dealer, or broker markets,
such as quoted prices for similar assets or liabilities or quoted prices in markets that are not
active. Level 2 includes U.S. Treasury, U.S. government and agency debt securities, and
mortgage-backed securities. Valuations are usually obtained from third party pricing
services for identical or comparable assets or liabilities.

* Level 3 — Valuations for assets and liabilities that are derived from other valuation
methodologies, such as option pricing models, discounted cash flow models and similar
techniques, and not based on market exchange, dealer, or broker traded transactions.
Level 3 valuations incorporate certain assumptions and projections in determining the fair
value assigned to such assets or liabilities.

The availability of observable inputs can vary from instrument to instrument and in certain cases, the inputs
used to measure fair value may fall into different levels of the fair value hierarchy. In such cases, an
instrument’s level within the fair value hierarchy is based on the lowest level of input that is significant to the
fair value measurement. The Company’s assessment of the significance of a particular input to the fair value
measurement of an instrument requires judgment and consideration of factors specific to the instrument.

As of December 31, 2010, the Company’s cash equivalents include money market and tax exempt bonds.
These securities are valued utilizing quoted market prices for identical instruments and are thus categorized
in Level 1 of the fair value hierarchy.



BG STRATEGIC ADVISORS, LLC
NOTES TO FINANCIAL STATEMENTS

NOTE 7 — CONCENTRATIONS OF CREDIT RISK

The Company maintains a bank account at one financial institution. The account is a “proprietary account
of an introducing broker/dealer (PAIB) held by a clearing broker/dealer.” The account balance is insured
by the Federal Deposit Corporation (“FDIC”) up to $250,000. Accounts held at brokerage firms are
insured by the Securities Investor Protection Corporation (“SIPC”") up to $500,000. At December 31,
2010, $ 1,579,421 exceeded the FDIC and SIPC insured limits.

NOTE 8 — INCOME TAXES

As a limited liability company, the Company is treated as a partnership for Federal and State income tax
purposes. Under subchapter K of the Internal Revenue Code, the Company’s member is taxed separately
on the distributive share of the Company’s income whether or not that income is actually distributed.
Accordingly, no provision for income taxes has been recorded in the accompanying statement of
operations for the year ended December 31, 2010.

NOTE 9 — RELATED PARTY TRANSACTIONS

The Company shares its office facilities, staff and office equipment with the Managing Member and its
affiliates.

The Company is party to a license agreement with BGSA IP LLC, an entity owned by the Managing
Member, for the right to use certain intellectual property at a rate of $1,000 per annum.

In addition, the Company is party to a management agreement with Cambridge Capital, an entity owned
by the Managing Member, for shared costs incurred by the Company. The $25,000 monthly
management fee is reflected as a reduction of salaries and wages in the statement of income and
members’ equity.

NOTE 10 — COMMITMENTS AND CONTINGENCIES

From time to time the Company is subject to threatened and asserted claims in the ordinary course of
business. Because litigation and arbitration are subject to inherent uncertainties and the outcome of such
matters cannot be predicted with certainty, future developments could cause any one or more of these
matters to have a material impact on the Company’s financial condition, resuits of operations or liquidity in
any future period.
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BG STRATEGIC ADVISORS, LLC

SCHEDULE | - COMPUTATION AND RECONCILIATION OF NET CAPITAL UNDER RULE 15C3-1
OF THE SECURITIES AND EXCHANGE COMMISSION

DECEMBER 31, 2010

Net capital:
Total member's equity $ 2,337,959

Deduction and/or charges:
Non-allowable assets:

Central Registry Depository (CRD) deposit (347)
Customer receivables, net (71,741)
Property and equipment, net (18,148)
Deposits and other assets (5618,547)
Haircuts (40,874)
Net capital 1,688,302
Required minimum net capital 5,000
Excess net capital 1,683,302

Aggregate indebtedness:
Aggregate indebtedness as included in the
Statement of Financial Condition -

Ratio of aggregate indebtedness to net capital nm*

* not meaningful

Reconciliation:
Reconciliation with Company's computation (included in Part I of Form
X-17 A-5) as of December 31, 2010

Net capital, as reported in Company's Part I, as amended 1,683,302
Audit adjustments -
Net capital, per December 31, 2010 audited report, as filed $ 1,683,302

There are no material differences between the computation of net capital per the FOCUS report at
December 31, 2010 as compared to the computation of net capital as shown above.

11 -



BG STRATEGIC ADVISORS, LLC

SCHEDULE |l SUPPLEMENTARY INFORMATION PURSUANT TO
RULE 17a-5 OF THE SECURITIES EXCHANGE ACT OF 1934
DECEMBER 31, 2010

BG Strategic Advisors, LLC is claiming exemption under the provisions of SEC rule 15¢3-3(k)(2)(ii).
Therefore, the following reports are not presented:

A) Computation for Determination of Reserve Requirement under Rule 15¢3-3.

B) Information Relating to the Possession or Control Requirements under Rule 15¢3-3.

-12 -



" | DaszkalBolton LLP

-

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT ACCOUNTANTS' REPORT ON APPLYING AGREED-UPON
PROCEDURES RELATED TO AN ENTITY’S SIPC ASSESSMENT RECONCILIATION

To the Managing Member
BG Strategic Advisors, LLC
Palm Beach, Florida

In accordance with Rule 17a-5(e)(4) under the Securities Exchange Act of 1934, we have performed the
procedures enumerated below with respect to the accompanying Schedule of Assessment and Payments
(Transitional Assessment Reconciliation (Form SIPC-TT)) to the Securities Investor Protection
Corporation (SIPC) for the year ended December 31, 2010, which were agreed to by BG Strategic
Advisors, LLC (the “Company”) and the Securities and Exchange Commission, Financial Industry
Regulatory Authority, Inc., and SIPC, solely to assist you and the other specified parties in evaluating the
Company's compliance with the applicable instructions of the Transitional Assessment Reconciliation
(Form SIPC-7TT). The Company's management is responsible for the compliance with those
requirements. This agreed-upon procedures engagement was conducted in accordance with attestation
standards established by the American Institute of Certified Public Accountants. The sufficiency of these
procedures is solely the responsibility of those parties specified in this report. Consequently, we make no
representation regarding the sufficiency of the procedures described below either for the purpose for
which this report has been requested or for any other purpose. The procedures we performed and our
findings are as follows:

1. Compared the listed assessment payments in Form SIPC-7T with respective cash disbursement
racords entries, 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-7T for the year ended December
31, 2010, noting no differences;

3. Compared any adjustments reported in Form SIPC-7T with supporting schedules, noting no
differences; and

4. Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7T and in the related
schedules and working papers supporting the adjustments, noting no differences.

We were not engaged to, and did not conduct an examination, the objective of which would be the
expression of an opinion on compliance. Accordingly, we do not express such and opinion. Had we
performed additional procedures, other matters might have come to our attention that would have been
reported 1o you.

This report is intended solely for the information and use of the specified parties listed above and is not
intended to be and should not be used by anyone other than these specified parties.

Boca Raton, Florida
February 21, 2011

2401 NW Boca Raton Boulevard @ Boca Raton, Florida 33431-6632 @ € 561.367.1040 @ £ 561.750.3236
4455 Mititary Trail, Suite 201 @ Jupiter, Florida 334584843 ¢ ©: 561.622.8920 & £ 561.624.1151
490 Sawgrass Corporate Parkway, Suite 200 & 511?13&% Flarida 33325-6254 & 1: 954.974.3544 & £ 954.974.3680

PCAOR Registered www.daszkalbolton.com Affliated Offices Worldwide
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DETERMINATION OF “SIPC NET OPERATING REVENUES"
AND GENERAL ASSESSMENT

Amounts lor the 1isc;ai patiod

beginning T czod
anrd ending . 20,
Eliminate cenis
tem Mo, ’ 3
2a. Taxa) reverue {FOCUS Line 12/Pan 1iA Ling B, Code §030} § rL tg‘uq ;Sb‘
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{1) Tatal revenues from the secarilies business of subsigiartes (except foreign subsidiaries) and
peedecessors not included above. ]

{2) Nel loss {rom principal kearsactions in securities in lrading actounts.

(3} Net bass fom pringipal trassactions in commoditias in trading accounts.

(4} Imerest asd dividend expanse deducted in determining Hom 2.

(61 Net toss from management of oF participation in the underwriling or distribulion of securities,

(6] Expenzss othes than advestising, printing, rapistration fees ang iegal fees daducted in determining ast
profil from management &f or participation in yede rwriting or distroution of sacwrities,

{71 Mol loss from secunitiss in invesimant apcovats.
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2¢. Deductions:
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accourds, and from fransactions in secutily futures produgts.

+ {2j Revanues lrom commodily iraasaclions.

(3} Commissions, Hoor Srokerage arg clagrancs paid lo oihar SIPC mambers in sonneclion with
securilies lransactions.

(4} Reimbursemants o1 postage in cornection with pioxy solicitation,

{5] N2t gain trom sacurities in lnvestmant acoounts.

{6] 100% of comavissions and markups earnad from tracsactions in {i} cortilicatus of depusit and
{il} Treasuey bills, bankers scceptances of cormercial pager that matsre aize months o foss
from issyance date.

(7} Dirant dxpenges ¢f printing sdvertising ang 1003l less incursed in conpection with othar revenue
telated fo the securities business {revenue detived by Sstion 18(5}{L) of the Act}.

[6) Othar 1avaros not related sithes dlrectly or indirectly 1o the secerilies business.
(8ee Instruetion &
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[8) ti] Total interest ard dividend expense [FOCUS Line 22/PART HA Line 13,
Code 4075 plus ling 26(4) abave) dut not in axcess

Q

of 101l faterest and dividead incoms. $
U atouns 405 ol FOLUS e 5 o Sl ¥
. }. H
Enter ihg greater of line (1) or (ii) O
totsl deductions 3@3 qu
2d. SIFG Net Operating Revenues s ‘ ‘ 3 gs‘# Q%G
2&. General Assessmont @ 0075 3 ac\ ,‘oq‘]

{to page 1, tine 2.4.}
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DaszkalBolton LLP

CERTIFIED PUBLIC ACCOUNTANTS

REPORT ON INTERNAL CONTROL REQUIRED BY SEC RULE 17a-5
CLAIMING AN EXEMPTION FROM SEC RULE 15C3-3

To the Managing Member
BG Strategic Advisors, LLC
Palm Beach, FL

In planning and performing our audit of the financial statements and supplemental schedules of BG
Strategic Advisors, LLC (the “Company”) for the year ended December 31, 2010, we considered its
internal control, including control activities 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 internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission ("SEC”), we have made
a study of the practices and procedures followed by the Company including tests of such practices and
procedures that we considered relevant to the objectives stated in rule 17a-5(g)(1) 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 exceptive provisions of rule 15¢3-3. Because the 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:

1) Making quarterly securities examinations, counts, verifications and comparisons
2) Recordation of differences required by rule 17a-13
3) 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 above-mentioned objectives. Two of the
objectives of internal control and the practices and procedures are to provide management with
reasonable but not absolute assurance that assets for which the Company has responsibility are
safeguarded against loss from unauthorized use or disposition and that transactions are executed in
accordance with management's authorization and recorded properly to permit the preparation of financial
statements in conformity with generally accepted accounting principles. Rule 17a-5(g)(1) lists additional
objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in internal control or the practices and pracedures 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.

Qur consideration of internal control would not necessarily disclose all matters in internal control that
might be material weaknesses under standards established by the American Institute of Certified Public
Accountants. A material weakness is a condition in which the design or operation of the specific internal
control components does not reduce to a relatively low level the risk that error or fraud 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.
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However, we noted no matters involving internal control, including control activities for safeguarding
securities, which we consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate 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
were adequate at December 31, 2010 to meet the SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors, management, the SEC
and other regulatory agencies that rely on rule 17a-5(g)(1) 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.

Cﬁglaz Lulbyr LLp

Boca Raton, Florida
February 21, 2011
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