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OATH OR AFFIRMATION

I, Ed Smith, swear (or affirm) that, to the best of my knowledge and belief, the accompanying financial statements and supporting
schedules pertaining to the firm of Liberty Group, LLC, 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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Facing page.

Statement of Financial Condition.

Statement of Operations.

Statement of Cash Flows

Statement of Changes in Stockholders’ Equity or Partners’ Equity or Members’ Equity or Sole Proprietor’s
Capital.

Statement of Changes in Liabilities Subordinated to Claims of Creditors.

Computation of Net Capital for Brokers and Dealers pursuant to Rule 15¢3-1.

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

Information Relating to the Possession or Control Requirements for Brokers and Dealers Under Rule 15¢3-3.

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.

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

An Oath or Affirmation.

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.

Independent auditor’s report on internal control required by SEC Rule 17a-5 for a Broker-Dealer claiming
exemption from SEC Rule 15¢3-3.

Schedule of segregation requirements and funds in segregation-customers’ regulated commodity futures account
pursuant to Rule 171-5.

** For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).



LIBERTY GROUP, LLC
FINANCIAL STATEMENTS
TOGETHER WITH SUPPORTING
SCHEDULES AND AUDITORS’ REPORT

DECEMBER 31, 2010



V'

Weéiland

“Consorrants LLP

Report of Independent Registered Public Accounting Firm

To the Members of
Liberty Group, LLC

We have audited the accompanying statement of financial condition of Liberty Group, LLC
(the “Company™) as of December 31, 2010, and the related statements of operations, changes in
members’ 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 audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the 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 Liberty Group, LLC as of December 31, 2010, and the results of
its operations and its cash flows for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The information contained in Schedules I, II, I1I, and IV 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 to the
basic financial statements taken as a whole.

Mank ) ko § Wil LLT

San Francisco, California
February 23, 2011

One Market, Landmark, Suite 620, San Francisco, CA 94105 Tel: 415 974 6000 Fax: 415 974 5488

e-mail: hlw@hlwcpa.com - www. hlwcpa.com

Harb, Levy & Weiland LLP is a member of Nexia International, a worldwide network of independent
accounting and consulting firms.



Liberty Group, LLC
Statement of Financial Condition
December 31,2010

Aséets

Cash, including money market account of $3,866 $
Deposits at clearing broker

Commissions receivable

Investment advisory fees receivable

Investment in mutual fund, at fair value

Prepaid expenses

Furniture and office equipment, net

Other

Total Assets $

Liabilities and Members' Equity

Commissions payable and accrued expenses $

Members' equity

Total Liabilities and Members' Equity $

See Accompanying Notes to Financial Statements
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67,076
75,802
108,447
464,004
147,321
21,285
23,404
832

908,171

494,209

413,962

908,171



Liberty Group, LLC
Statement of Operations
Year Ended December 31, 2010

Revenues:
Commissions $ 2,827,083
Investment aclvisory fees 1,768,208
Unrealized loss on investment in mutual fund (2,418)
Other income 929
Total Revenues _ 4,593,802
Expenses:
Commissions 2,688,313
Employee compensation and benefits 571,501
General and administrative 191,570
Marketing 129,139
Insurance 38,801
Professional fees 12,188
Interest 2,250
Total Expenses | __ 3,633,762
Net Income 4 $ 960,040

See Accompanying Notes to Financial Statements
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Liberty Group, LLC
Statement of Changes in Members' Equity
Year Ended December 31, 2010

Members' equity, beginning of year $§ 254867
Distributions from members' equity (800,945)
Net income ; 960,040
Members' equity, end of year | | | $ 413,962

See Accompanying Notes to Financial Statements
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Liberty Group, LLC
Statement of Cash Flows
Year Ended December 31. 2010

Cash flows from operating activities:

Net income $ 960,040
Adjustments to reconcile net income to net cash
provided by operating actives:

Depreciation 6,231
Unrealized loss on investment in mutual fund 2,418
Increase in deposits at clearing broker (8)
Increase in commissions receivable (1,146)
Increase in investment advisory fees receivable (92,538)
Increase in prepaid expenses (21,285)
Increase in other assets (832)
Increase in commissions payable and accrued expenses 58,298
Net cash provided by operating activities 911,178

Cash flows from investing activities:

Investment in mutual fund (149,739)
Purchase of furniture and office equipment (8,074)
Net cash used in investing activities (157,813)
Cash flows from financing activities:
Distributions to members (800,945)
Principal payments on note payable (72,304)
Net cash used in financing activities 873,249
Net decrease in cash (119,884)
Cash, beginning of year 186,960
Cash, end of year $ 67,076

Supplemental information:
Interest paid $ 2,250

See Accompanying Notes to Financial Statements

-5-



Liberty Group, LLC
Notes to the Financial Statements
December 31, 2010

Summary of Business and Significant Accounting Policies

Business

Liberty Group, LLC (the “Company”) is a California corporation formed on March 11,
1999. The Company is registered with the Securities and Exchange Commission as a fully
disclosed securities broker-dealer and is a member of the Financial Regulatory Authority
(FINRA).

As a limited liability company, each member’s liability is limited to amounts reflected in
their respective member’s capital account.

The Company operates under a clearing broker agreement with National Financial Services,
LLC (“NFS”), whereby the Company will introduce certain brokerage accounts to NFS and
NFS will provide clearing services to such accounts on a fully disclosed basis.

Cash
The Company maintains its cash in bank deposit accounts which at times may exceed
federally insured limits. The Company also maintains cash in a money market account with

its clearing broker which is not federally insured. The Company has not experienced any
losses in such accounts and believes it is not exposed to any significant credit risk on cash.

Investment in Mutual Fund

At December 31, 2010, the Company owned 13,392.814 units of Vanguard Limited Term
Tax Exempt Admiral Fund Investor Shares.

FASB ASC 820, Fair Value Measurements and Disclosures, establishes a framework for
measuring fair value, and establishes a fair value hierarchy which prioritizes the inputs to
valuation techniques. Fair value is the price that would be received to sell an asset or paid
to transfer a liability in an orderly transaction between market participants at the
measurement date. A fair value measurement assumes that the transaction to sell the asset
or transfer the liability occurs in the principal market for the asset or liability or, in the
absence of a principal market, the most advantageous market. Valuation techniques that are
consistent with the market, income or cost approach, as specified by FASB ASC 820, are
used to measure fair value.

The fair value hierarchy prioritizes the inputs to valuation techniques used to measure fair
value into three broad levels:

Level 1 inputs are quoted prices (unadjusted) in active markets for identical
assets or liabilities the Company has the ability to access.

-6 -



Liberty Group, LLC
Notes to the Financial Statements
December 31, 2010

Summary of Business and Significant Accounting Policies (continued)

Level 2 inputs are inputs other than quoted prices included within level 1
that are observable for the asset or liability, either directly or indirectly.

Level 3 are unobservable inputs for the asset or liability and rely on
management’s own assumptions about the assumptions that market
participants would use in pricing the asset or liability.

The mutual fund investment is valued using the net asset value, the last reported sales price
on the day of valuation, of shares held by the Company and is categorized as a Level 1

investment.

Furniture and Office Equipment, Net

Furniture and office equipment is recorded at cost, net of accumulated depreciation of
$23,294. Depreciation is computed under the straight-line method using estimated useful
lives of 5 to 7 years.

Revenue Recognition

Commission revenue and related expenses arising from securities transactions are recorded
on a trade date basis. Investment advisory fees are recorded in accordance with the advisory
agreements, at the end of each quarter.

Income Tagxes

No provision for federal or state income taxes has been made since the Company is treated
as a passthrough entity for income tax purposes and its income is allocated to the members
for inclusion in the members’ income tax returns. LLC fees levied at the state level are
immaterial and are not separately stated in the statement of operations. With few

exceptions, the Company is no longer subject to examination by tax authorities for years
before 2006.

Use of Estimates

The process of preparing financial statements in conformity with accounting principles
generally accepted in the United States of America requires the use of estimates and
assumptions regarding certain types of assets, liabilities, revenues and expenses. Such
estimates primarily relate to unsettled transactions and events as of the date of the financial
statements. Accordingly, upon settlement, actual results may differ from estimated amounts.



Liberty Group, LLC
Notes to the Financial Statements
December 31,2010

Related Party Transactions

The Company performs advisory services for Wildwood Aggressive Growth Fund, LP
(“WAG”). Wildwood Asset Management, LLC (“WAM?”) is the general partner of WAG.
During 2010, the Company received $9,360 in investment advisory fees from WAM and
paid $2,247 in expenses on behalf of WAM.

The Company is also affiliated with Lifetime Insurance Marketing, Inc (“Lifetime”).
During the year, Lifetime made payments on invoices totaling $17,093 on behalf of the
Company. Lifetime does not seek reimbursement for these expenses.

The Company operates its headquarters from office premises owned by a Trust controlled
by the managing member. In prior years the Trust did not charge rent to the Company.
During 2010, the Company signed a rental agreement with the Trust whereas the Company
pays $2,000 in monthly rent for use of the premises. The terms of the agreement are on a
month to month basis.

During 2010, the Company paid $16,000 in monthly rent to the managing member.
Indemnification

The Company enters into contracts that contain a variety of indemnifications for which the
maximum exposure is unknown but for which management expects the risk of loss, if any,

to be remote. The Company has no current claims or losses pursuant such contracts.

Deposits at Clearing Broker

Under the Company’s clearing agreement, a good faith deposit of $50,000 is required to be
held with the clearing broker. As of December 31, 2010, the Company had $75,802 on
deposit with the clearing broker. The deposit is held by the clearing broker in a money
market mutual fund.

Note Payable

The Company had a $500,000 revolving business line of credit with Wells Fargo Bank that
expired on February 28, 2009. Upon expiration, the line of credit was converted to a note
payable bearing interest at a variable rate of the Wall Street Journal’s Prime Rate Index, less
0.25%. The note was paid in full on August 17, 2010. During 2010, the Company had paid
$2,250 in related interest.



Liberty Group, LLC
Notes to the Financial Statements
December 31, 2010

Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital
Rule (SEC 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. At December 31, 2010, the Company had net capital of $353,706 which
was $320,759 in excess of its required net capital of $32,947. The Company’s aggregate
indebtedness to net capital ratio was 1.397 to 1.

Subsequent Events

Management evaluated subsequent events through February 23, 2011, the date these
financial statements were available to be issued. With the exception of those matters
described below, there were no material subsequent events that required disclosure in these
financial statements.

The Company was party to a customer complaint filed in 2009. In December 2010, the
Company and the customer completed a FINRA arbitration process and agreed to the terms
of settlement. The final settlement agreement was signed on January 20, 2011, under which
the Company’s insurance carrier agreed to pay a settlement amount of $122,500 to the
customer.

During the period January 1, 2011 to February 23, 2011, the Company distributed
approximately $100,318 to the managing member.
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SCHEDULE I
Page I of 2

FINANCIAI. AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART lIA

BROKER OR DEALER: Liberty Group, LL.C as of _December 31, 2010

1. Total ownership equity from Statement of Financial Condition...............ccouioo il e, $ 413,962 | 3480

2. Deduct ownership equity not allowable for Net Capital.............co.oo e e ( ) 3490

w

. Total ownership equity qualified for Net Capital.............oooveiiiieiie i e e e e e e eee s $ 413,962 | 3500

4. Add:

A. Liabilities subordinated to claims of general creditors allowable in computation of net capital................ 3520

B. Other (deductions) or allcwable credits (LiSt)...... ... .o oiiiis i et e e e e e 3525

o

Total capital and allowable subordinated liabilities...................oooiiiiiiii i e e eee e $ 413,962 | 3530

o

. Deductions and/or charges:
A. Total non-allowable assets from Statement of Financial Condition
(NOtES B aNd C).ceoeeiinier it iir et cee e e s et e reeeeeeee eeeeeeaee eee e nen 48,351 3540

3590

B. Secured demand note delinqUeNCY..........co.vvvviericiiiniii e
C. Commodity futures contracts and spot commodities — proprietary
capital charge. 3600

D. Other deductions and/or Charges..........c.ouveerirrirrier et ceeire eeieeee e 3610 (48,351) | 3620

~

. Other additions and/or aliowzble credits (LISE)... ... .....iiiiir oot e e e et eee e e e eeeees 3630

co

. Net capital before haircuts on securities POSHIONS. ..ot e e e e e e $ 365,611 | 3640

9. Haircuts on securities (computed, where applicable, pursuant to 15¢3-1(f):

A. Contractual securities commitments................ooeoiiiii i $ 3660
3670

B. Subordinated securities horrowings...........c...oevvieeiiiiieee e e

Rl

C. Trading and investment securities:

1. Exempted Securities.............ccceoiiee L 3735
3733
3730
10,312 3734

3650

2. Debtsecurities..........ooei vt e

LT 0 1o o LS

4, Other securities..............

A [N |en [en |

D. Undue Concentration.............co.cevie i e eee cer e e e

E. Other (List)...........cccooeiiiiiiiiciii v ee e Moniey Market......... $ 1,593 3736 (11,905) | 3740

T0. NetCapital...... ... e e ettt e e et e e e et e e e e e e ean $ 353,708 | 3750

OMIT PENNIES
6A: Non-allowable assets
Commissions receivable - over 30 days  $ 2,830
Prepaid expenses 21,285
Furniture and office equipment, net 23,404
Other 832
$ 48,351

-11-



SCHEDULE1
Page 2 of 2

FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IlIA

BROKER OR DEALER: Liberty Group. LLC as of _December 31, 2010

COMPUTATION OF NET CAPITAL REQUIREMENT

Part A
11. Minimum net capital required (6 2/3% of IN€ 19)..........cooiriiiiiiiiiiiii e $ 32,947 | 3756
12. Minimum dollar net capital requirement of reporting broker or dealer and minimum net capital requirement
of subsidiaries computed in accordance with Note (A).........ccoeiiiiiiiiiiiiii i, 5,000 | 3758
13. Net capital requirement (greater of line 11 0r 12) .....oiiiiiiiiii i e e 32,947 | 3760
14. Excess net capital (line 101888 13).......eviviniiiiiiiii e, RO 320,769 | 3770
15. Net capital less greater of 10% of line 19 or 120% of line 12.............ooiiii i, 304,285 | 3780
COMPUTATION OF AGGREGATE INDEBTEDNESS
16. Total A.l. liabilities from Statement of Financial Condition...................oiii i $ 494,209 | 3790
17. Add:
A. Drafts for immediate credit.. $ 3800
B. Market value of securities borrowed for WhICh no equwalent value is
paid or credited... SR UUURUPRUPURPPPR 3810
C. Other unrecorded amounts
(LIS e e $ 3820 3830
19. Total Aggregate indebtedn@ss..........co it e e $ 494,209 | 3840
20. Percentage of aggregate indebtedness to net capital (line 18 /line 10)................ 139.72% | 3850
21. Percentage of debt to debt-equity total computed in accordance with Rule 15¢3-1(d)........................... 3860
COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT
Part B
22. 2% of combined aggregate debit items as shown in Formula for Reserve Requirement pursuant to Rule

23.

24,

25.
26.

15¢3-3 prepared as of the date of the net capital computation including both brokers of dealers and
consolidated subsidiaries debits... 3970
Minimum dollar net capital requ:rement of repomng broker or dealer and minimum net capntal requurement

or subsidiaries computed in accordance with Note (A)... 3880
Net capital requirement (greater of line 22 or 23)..........c.oeeiiiiiiiiiiii il 3760
Excess capital (N 10 OF 24).....c... i ii it it e e et ettt e e e re e s e e 3910
Net capital excess of the greater of:

A. 5% of combined aggregate debit items or $120,000.............covviiiiiiiiiiiiii e 3920

NOTES:

(A) The minimum net capital requirement should be computed by adding the minimum dollar net capital requirement of the reporting broker

dealer and, for each subsidiary to be consolidated, the greater of:
1. Minimum dollar net capital requirement, or
2. 6 2/3% of aggregated indebtedness or 4% of aggregate debits if alternative method is used.

(B) Do not deduct the value of securities borrowed under subordination agreements or secured demand note covered by subordination
agreements not in satisfactory form and the market values of memberships in exchanges contributed for use of company (contra to item
1740) and partners’ securities which were included in non-allowable assets.

(C) For reports filed pursuant to paragraph (d) of Rule 17a-5, respondent should provide a list of material non-allowable assets.
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SCHEDULE II

Liberty Group, LLC
Computation for Determination of Reserve
Requirements Pursuant to Rule 15¢3-3
December 31, 2010

The Company claims an exemption under Rule 15¢3-3(k)(2)(ii) and therefore is not subject
to the reserve requirements of Rule 15¢3-3.
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SCHEDULE III

Liberty Group, LLC
Information Relating to the Possession
Or Control Requirements Under Rule 15¢3-3
December 31, 2010

The Company claims an exemption under Rule 15¢3-3(k)(2)(ii) and therefore is not subject
to the possession or control provisions of Rule 15¢3-3.
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SCHEDULE IV

Liberty Group, LLC
Reconciliations Pursuant to Rules 15¢3-1 and 15¢3-3
December 31, 2010

Reconciliation of Computation of Net Capital to Respondent's Computation

The reconciliation between computation per Schedule I and the respondent's computation is

as follows:
Net Aggregate
Capital Indebtedness Percentage
Computation per respondent $ 353,706 $ 494,209 139.72%
Computation per Schedule I 353.706 494,209 139.72%
Differences $ - $ -

Reconciliation of Computation of Reserve Requirements to Respondent's Computations

The Company claims an exemption under Rule 15¢3-3(k)(2)(ii) and therefore is not subject

to the reserve requirements of Rule 15¢3-3.
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To the Members of

Liberty Group, LLC

In planning and performing our audit of the financial statements and supplemental
schedules of Liberty Group, 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,
we considered the Company’s internal control over financial reporting (“internal control”) 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 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 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 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, 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 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.

One Market, Landmark, Suite 620, San Francisco, CA 94105 Tel: 415 974 6000 Fax: 415 974 5488
e-mail: hlw@hlwcpa.com . www.hlwcpa.com

Harb, Levy & Weiland LLP is a member of Nexia International, a worldwide network of independent
accounting and consulting firms.



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.

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, to meet the SEC's objectives.

This report is intended solely for the information and use of management, the SEC,
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.

Mank , Lawy & Witloond LLT

San Francisco, California
February 23, 2011



Harl;)

Weﬂand

ACCOUN
CONSLIL

Report of Independent Registered Public Accounting Firm on Applying Agreed-Upon Procedures
Related to an Entity’s SIPC Assessment Reconciliation

To the Members of
Liberty Group, LLC

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 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 Liberty Group, 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 Form SIPC-7. The Company’s
management is responsible for the Company’s compliance with those requirements. This agreed-upon
procedures engagement was conducted in accordance with attestation standards established by the American
Institute of Certified Public Accountants. The sufficiency of these procedures is solely the responsibility of
those parties specified in this report. Consequently, we make no representation regarding the sufficiency of the
procedures described below either for the 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-7 with respective cash disbursement record
entries in the general ledger and cash register 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
for unrealized loss on investments in securities and revenue from sale of mutual fund shares on
customer security accounts, noting no differences;

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

5. There are no overpayments applied to current assessment with the form SIPC-7.

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

This report is intended solely for the information and 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.

4{0\/\1'-) L”’t) % Watlomd LLF

One Market, Landmark, Suite 620, San Francisco, CA 94105 Tel: 415 974 6000 Fax: 415 974 5488
e-mail: hlw@hlwcpa.com » www.hlwcpa.com

San Francisco, California
February 23, 2011

Harb, Levy & Weiland LLP is a member of Nexia International, a worldwide network of independent
accounting and consulting ftrms
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