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OATH OR AFFIRMATION

1, ’ o R ' : , swear (or afﬁrm) that to the best of

S

HEDEDEDE’SEE

my knowledge and belief the accompanymg ﬁnancral statement and supportmg schedules pertaining to the firm of
, ; - s ; , as
of , o L L , 20 ", are true and correct. [ further swear (or affirm) that

" neither the company nor any partner, proprletor pnnc1pal ofﬁcer or director has any propnetary interest m any account

classified solely as that of a customer except as follows:

Si gnature

" Title

Notary Public |

This report ** contains (check all apphcable boxes)
- (a) Facing Page. \
(b) Statement of Financial Condltlon
(c) Statement of Income (Loss)." o
(d) -Statement of Changes in Financial Condition. '
(e) -Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Caprtal
- (f) Statement of Changes in Llablhtles Subordinated to Clalms of Creditors. -
(g) Computation of Net Capital. :
(h) Computation for Determination of Reserve Requlrements Pursuant to Rule 15¢3- 3.
(i) . Information Relating to the Possession or Control Requirements Under Rule 15¢3-3. '
() A Reconciliation, including appropriate explanatlon of the Computation of Net. Caprtal Under Rule 15¢3-1 and the
~ Computation for Determination of the Reserve Reqmrements Under Exhibit A of Rule 15¢3-3.
(k) A Reconciliation between the audited and unaudxted Statements of Financial Condition with respect to methods of
consolidation. '
(1) An Oath or Affirmation. ) ‘ «
(m) A copy of the SIPC Supplemental Report « -
(n) Areport descnbmg any material 1nadequa01es found to ex1st or found to have ex1sted smce the date of the prevrous audit.

O

**For condztlons of conﬁdentlal treatment of certam. portions of thzs ﬁlmg, see section 240.1 7a-5(e)(3)~.‘
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WADE il BOWDEN & COMPANY

CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS

|NDEPENDENT AUDlTORS' REPORT

To the Member and Drrectors f
BHK' SECURITIES 1LC

We have audrted the statement of f nancrat condmon of BHK Securities, LLC as of
December 31, 2010 and the related statements of operatrons changes in members B
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 responsrbrlrty isto express an opinion
on these financial statements based on our audit. ‘

We conducted our auditi in accordance with audrtrng standards generally accepted in the
United States of Amenca Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the ﬁnancral statements are free of materral

’ k\mlsstatement 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 pnncrples used and significant estimates made by management, as well
as evaluating the overall financial statement presentation. cWe believe that our audit :
provides a reasonable basis for our opinion. | '

In our opinion, the fi nancral statements referred to above present farrly, in all matenal 4
respects, the financial position of BHK Secuntres LLC as of December 31, 2010.and the -
results of its operations and its cash flows for the year then ended in conformity with-

: accountmg pnncrp!es generally accepted in the United States of Amenca

Our audit was conducted for the purpose of fomung an opinion onthe basic financial

. statements taken as a whole. The information contained in the supplementary schedule _

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 matenal respects in relatlon to the basic f nancral statements taken as a

whole.

Atlanta; Georgia -
February 18, 2011

" 863 FLAT SHOALS ROAD SE, SUITE C-369
- CONYERS, GEORGIA 30094 ’
PH 770-500:9798
"FAX 678-868-1411 .
WBOWDEN@VOLCPA.COM -
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BHK S’ECUI»RITIIES L'LCVV"

STATEMENT OF FINANCIAL CONDITION
R December 31 2010

- ASSETS

CURRENT ASSETS: . o

- Cash $ 378,729

Receivable from cleanng orgamzatlon ; 30,84.4
Prepaid’ expenses ‘ » 1,892}
TOTAL [F_anaes]

' LIABILITIES AND, MEMBE R'S EQU ITY
L CURRENT LIABILITY - accounts payable and accrued : :

' IlabIIltleS ‘ $ 51,262
TOTAL LIABILITIES - 51,262]
MEMBER'S EQUITY 360,203 f

© TOTAL NS 217,465

 See Independent Auditors' Report and
Notes to Finaricial Statements.
. . 2 o .




| ‘BHK SE‘CURITIES, LLC,

STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31 2010

REVENUE

Commissions . B $ 1,‘2‘97,'61‘8,’
Interest and dlwdends : ‘ ' 15,953
Other 25,880
Totalrevenue -~ - — ' : R | 1,339,451 |
OPERATING‘EXPENSES‘ ' » SRR ,
Employee compensation and benefi ts , 389,544
- Occupancy ‘ AR 101 612,
~Legaland professnonal fees - 69,487
~ Communications-and data processmg 66,179 }
Office and administrative - - 59,476
Exchange and clearance fees 59,196
Business and professnonal development 54,997
Insurance : 7.155
Trading errors. 5,232
Total expenses T 812,878
NETNCOME [ 56573

See Independent Auditors' Report a"nd‘» N
- Notes to Financial Statements, -
3 ‘




" BHK SECURITIES, LLC

STATEMENT OF CHANGES IN MEMBER'S EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2010

- MEMBER'S EQUITY, JANUARY 1 ' B ' $
’ Net incbme‘

2010 Member's distributions

4237481
526,573

(590,118)

~360.203

- MEMBER'S EQUITY, DECEMBER 31 B

See Independent Auditors’ Report and »
Notes to Financial Statements.




BHK SECURITIES, LLC

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2010

OPERATING ACTIVITIES:

Netincome

. Adjustments to reconcile net income to net
cash flow provided by operating activities:
lncrease in receivable from clearing organlzatlon
~ Decreasein prepald assets
Increase in accounts payable and accrued expenses

Net cash provided by operating ac’uvntles

‘ INVEST!NG ACTIVlTY member dlstrlbutlons o
; 'NET DECREASE IN CASH

'CASH AT BEGINNING OF YEAR

CASH AT END OF YEAR

[ so5698

$ - 526,573 |

- (1,020)]
1,775
38,365 |

(590,118))

r i)

403154}

[ 378729

See Independent Auditors' Report and
Notes to Financial Statements.
‘ 5 ‘



BHK SECURITIES LLC

NOTES TO FINANCIAL STATEMENTS

: SUMMARY OF SIGNIFlCANT,ACCOUNTlNG POUCIES
. Nature of Business

BHK Securities, LLC (the "Company") is-an introducing broker dealer that was

organized in 2006 as a limited liability company (LLC) with perpetual duration for
the purpose of engaging in the business of effecting transactions in securities for
the accounts of others, effectmg transactions in securities for the Company's own -
account, to act as intermediary between buyers and sellers, to charge
commissions, to act as an agent when buying securities to act as a principal when “ B

- - selling securities and to engage in all other activities related incidental thereto.
_ The Company is a broker-dealer registered with the Securities and Exchange

Commission (SEC) and is a member of various exchanges and the Fmancral

‘Industry Regulatory Authonty {"FINRA"). The Company isa wholly owned-

subsrdrary of BHK Holdmgs LLC (the Parent). .

T Basrs of Presentatlon

The Company is engaged ina smgle fline of busmess as a secuntjes broker—dealer
which compnses several classes of servrces ,

o Cash and Casthurvalents

For purposes of the statement of cash flows, the Company deﬁnes cash

- equivalents as highly liquid investments with priginai ‘maturiti,es of less than
ninety days-that are not held for sale in the ordinary course of business. -

ReCeivable from Clearing OrganiZation ‘

) The Company: reports recelvables at net realrzable value Management determrnesr
the allowance for doubtful accounts based on historical losses-and current

economic condrtrons Ona continuing basis, management ana!yzes delmquent

‘receivables and once these receivables are determined to be uncollectible, they

are wntten-off through a-charge agamst an existing allowance account or agamst
earnlngs : v

‘ COmmissions ‘

; ) Commlssron revenue is derived as the Company actmg asan agent buymg and
- selling secuntres on behalf of its customers. In return for such services, the
-Company charges a commission. Each time a customer entersinto a buy. or

sell transaction a commission is earned by the Company for its sellingand
administrative efforts Commussrons are recorded ona trade—date basis as -
secuntles transactlons occur. :



'SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
| Estimates

" The presentatlon of fi nancual statements in conformlty wrth u. S 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

reportrng period.. Actual results could differ from those estlmates

a Advertrsmg

The Company expenses the cost of advertrsmg in the penod in which such costs
are incurred. : ~ : :

~ Income Taxes "

The Company is a limited Iiabiltty company for income tax repOrtrng purposes, and .
-as'such, is not subject to income tax. Accordlngly, no provrsron for income taxes

is provrded in the fi nancrat statements.

TRANSACTlONS WITH CLEARING ORGANIZAT!ON

, The Company has entered into a cleanng agreement with First Cleanng, LLC

Under the terms of this agreement, the Company utilizes the clearing, execution -

- and other services provided by First Clearing, LLC ("FCL")." Specific services
. include execution of orders for the Company's customers whose cash or margin
. accounts have been accepted by FCL; generatron preparatron and mailing of

confirmations of customer accounts; preparatlon and mailing of summary monthly
or quarterly statements; settlements of contracts and transactions in securities;

-engagement in all cashiering functions for the customer accounts; construction

and maintenance of books and records for all transactions executed and cleared

“through FCL; and, reporting of orders entered into FCL's order entry system by

FCL on behalf of the Company in accordance with the F INRA Order Audit Trail .

~System (OATS).

Under this agreement, the Company is required at all times to maintain a minimum

net capital of $250,000, as computed in accordance with Rule 15¢3-1. The

» 7 Company was in compllance with respect to thls agreement at December 31 2010.
F-;‘RELATED PARTY TRANSACTIONS

' The Company isa whoIIy owned subsrdrary of BHK Hotdmgs LLC. In connectlon

with this refationship, the Company and its Parent have executed an expense

o sharing agreement whereby the Company receives a monthly allocation of
- expenses incurred by the Parent on its behalf. During 2010, the Company mcurred

expenses under this agreement totalrng $530, 168



NET CAPITAL REQUIREMENTS

The Company is subject to'the Secuntres and Exchange Commrssron Unrform

. Net Capital Rule (SEC Rule 15¢3-1), which requires the maintenance of mrnlmum

net capital and requires that the ratio of aggregate indebtedness to net caprtal
both as defined, shall not exceed 15 to 1 (and the rule of the "applicable"

_ exchange also provides that equity capital may not be wrthdrawn or cash dividends

paid if the resulting net capital ratio would exceed 10 to 1).- At December 31,
2010, the Company had net capital of $350,736, which was $300,736 in excess of

its required net capital of $50,000. The Company S percentage of aggregate

mdebtedness to net capltal was 14 62%

o EMPLOYEE BENEFIT PLANS

.The Company participates.in the Parent Company s 401 k prof t shanng retlrement
- plan covering all employees who meet eligibility requirements.  The Company's
- -annual discretionary. contrlbutlon to the plan is based on employee elrgrble
_earnings and results of the Company's operations. The Company has expensed
‘and accrued $46,160 for 2010 contributions to be made to the plan on behalf of its

employees in 2011.  The expense is included on the statement of operations as

“employee compensation and benefits. The correspondlng liability is included in
~accounts payable and accrued - expenses on the statement of fi nancral condrtlon

COMPUTATION FOR DETERMINATION OF RESERVE RQUI‘REMENTS UNDER ‘
RULE 15C3-3 OF THE SECURITIES AND EXCHANGE COMMISSION )

The Company is exempt from the provrsrons of Rule 1503-3 under the. Securrty
Exchange Act of 1934 pursuant to paragraph (k)(2)(|) of the rule. - /

INFORMATION RELATING TO THE POSSESSION OR CONTROL‘
‘ REQUIREMENTS UNDER RULE 15(:3-3 OF THE SECURITIES AND
EXCHANGE COMISSION -

. The Company is exempt from the provisions of Rule 1503-3 under the Secunty

Exchange Act of 1934 pursuant to paragraph (k)(2)(i) of the rule.



" BHK SECURITIES, LLC

'COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1 OF THE

SECURITIES AND EXCHANGE COMMISSION -

AS OF DEQEMBER 31, 2010 .
- [ SCHEDULE 1.
o TOTAL MEMBER’S EQUITY QUALIFIED FOR NET o L , -
CAPITAL SR TS "360,203 |
'DEDUCTIONS ANDIOR CHARGES: SO
Non-allowable assets - prepaid assets - {1,892)§ -
‘ 1503 -1(f) secuntxes o = - (71,575}
NET CAPITAL

*AGGREGATE INDEBTEDNESS accounts payable and

~accrued expenses : 51,262
Total aggregate indebtedniess e o B | o 51;262
- COMPUTATION OF BASIC NET CAPIT AL REQUIREMENT - ‘ ,

‘ Mmlmum net capltal requured ’ o B 50,000
Excess net capitaI R - o - | N '300,7365 Vv
Excess hef cépital‘ at 1,060 percent - . . o B | V - 345,610 |
Percentage of aggregate indebtedness to net capiteI S ] E 14.62%

RECONCILIATION WiTH COMPANY'S COMPUTATION |
(included in Part Il of Form X-17A-5 as of December 31, 2010):‘

Net capital, as reported in Companys Part HA (unaudlted) . : '

FOCUS report - $ 396,896 ;

Ad]ustment to accrue for employer retlrement pIan contnbutlon (46,160)} - ‘

" NET CAPITAL, ABOVE T3

350,736 |



WADE I BOWDEN & COMPANY-

CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS

INDEPENDENT ACCOUNTANTS' REPORT

REQUIRED BY ~

SECURITIES EXCHANGE COMMISSION (SEC) RULE 17A-S(e)(4)

AGREED-UPON PROCEDURES RELATED TO AN ENTITY'S SIPC -
ASSESSMENT RECONCILIATION : :

To the Member and Directors ‘

. BHK SECURITIES LLC

In accordance with:Rule 17a—5(e)(4) under the Secuntres Exchange Act of 1934, | have performed the
procedures enumerated below with respect to the accompanying Schedule of Assessment and '
Payments Form SIPC-7 - pages 12 and 13 - to the Securities Investor Protection Corporation (SlPC)
for the year ended December 31, 2010, which were agreed to by BHK Securities, LLC and the -~
Securities and.Exchange Commission, Financial Industry Regulatory Authority, Inc., and the SIPC,

‘solely to assist you and the other specified parties in evaluatrng BHK Securities, LLC's compllance ‘

with the applicable instructions of the General Assessment Reconciliation (Form SIPC-7). BHK -
Securities, LLC's management is responsible for the BHK Securities, 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 thls 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 fi ndmgs are as follows: -

1. Compared the hsted assessment payments in Form SIPC-7 wrth respectrve cash d«sbursement ‘

_records entries in the general Iedger notmg no dafferenoes

2. Compared the amounts reported on the audrted 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 K

noting no drfferences

3. There were no adjustments reportedin Form SIPC-'I :thus no differences.

* 4. Proved the arithmetical accuracy of the calculatrons reﬂected in Form SIPC-7 and in the related

schedules and workmg papers.

- 5. There was no applrcatlon of overpayment thus no drfference between the current assessment -

and the original computatron

See Independent Auditors’ Report and
‘Notes to Financial Statemerits.
10 R

863 FLAT SHOALS ROAD SE, SUITE C-369
: CONYERS, GEORGIA 30094

_PH 770-500-9798
FAX 678-868:1411




b

e

D116 4]

~ Atlanta, Georgia

We were not engaged _to, and did not cOndu‘ot an examination,,the;objecti\}e of which would be the ‘
expression of an opinion on compliance. Accordingly, we do not express such an opinion. Hadwe =
performed additional procedures other matters might have come to our attentron that would have

‘ been reported to you '

This report is mtended solety for the mformatlon and use of the specifi ied parties Ilsted above and is not
intended to be and should not be used by anyone other than these speclﬁc parties. .~ ‘ »

February 18, 2011

" See Independent Auditors’ Report and. '
_ Notes to Financial Statements. -
11



SECURtTIES INVESTOR PROTECTION CORPORAT!ON
: P.0. Box 92185 %etzsgt;t1gtg§t00D .C. 20090-2185 :

General'Assessment Reconctttatton

SIPC-7

 |(31-REV 5/10)

© SIPC-7

~ {31-REV 5/10)

WORKING cOPY o

r . For the fiscal year ended December 31 20 10
s : (Read caretutty the mstructtons in your Wcrktng Copy betore complettng thts Form)
TO BE FILED BY ALL StPC MEMBERS WlTH FISCAL YEAR ENDtNGS ' ‘

1. Name of Member, address, Desrgnated Exammmg Authonty. 1934 Act regtstratton no. and mcnth in whtch ttscat year ends for

purposes of the audit requtrement of SEC Rule 17a-5: »
e l BHK Securities, LLC o ] Note}'tf anyvot‘ttne inft')rmat\ion sttfwn on the ‘ttnaitintg tabet_

: : Lo . PR requires correction, please e-mail any corrections to
2200 Lakeshore Drive, Suite 250 torm@sipc.org‘and so indicate on th‘e form tiled.
. Blrmlngham, AL 35209 ' L ' L
\; F1 ' ’ ‘ o Name and telephone number of person to contact
c SECH 8-67236 S © . respecting this form. . ,
e | Flscal year ends December ] ‘ . ‘ ; Kyle Weeks (404)_341_1010 L k
' . 2,975

2. A. General Assessment [ttem 2e from page 2 (not tess than $150 mmimum)] $ g
“ B. Less payment made with SIPC-6 filed (exclude interesty . R BN 1,491
Check #1252 on 7/27/10 "

Date Paid . - = RS , , e o
-~ C. Less prior overpayment applied . o o o o R » )
o D. Assessment balance due or (overpayment) 4 L k - 1,484
. : 0

E. Interest computed on late payment (see: mstructtcn E} for ) _days at 20'% per annum

. ' e 1,484
~ "R Total assessment balance and tnterest due {or overpayment carried forward) o ¥ 1’, -

G. PAID WITHTHIS FORM o
- . Check enclosed, payable to.SIPC

~ Total (must be same as F above) . s L.ass
| H. Overpayment carried forward e , 5 ' PR )
S 3. Subsidiaries {S) and pfedecesscrs {P) i‘nctuded,in this form (give jname and 1934 Act registration number):

'The SIPC member submitting this form and the

s person by whom it is executed repre'sent thereby. . _ g e
' that all information contained herein is true, correct : BHK, Securltles, LLC
e and complete. - , -

(Name.o ‘oworattmw organtzatlon) O
e : v ’ : » {Authopiz gnatufh “f
) Dated the 7,2— day of 8/6‘:(%&19. , 20 H S ()CZ M)’Aﬂf Tij‘ ‘

ST e}
- This form and the assessment pay nt ts due 60 days atter the end of the ttscal year. Retaln the Worklng COpy of thts form :
for a period of not less than 6 years, he iatest 2 years In-an easily accessible place

.- 2 Dates: : o : s
= Postmarked Recejved Reviewed
T Caleulations ..~~~ . Documentation______ - - . . Forward Copy .
¢> Exceptions:
“ o.
w

Disposition of exceptions:
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DETERMINATION OF “SIPC NET OPERATING REVENUES”
- AND GENERAL ASSESSMENT o

Amounts for the ftscai pertod
_beginning Jan. l , 20_1C
- and ending _Dec. ;20 1 10
’ Eiiminate cents

iem No. $ 1,339,451

2a. Total revenue (FOCUS Line 12/Part 1A Line 8, Code 4030)

2b. Additions: )
(1) Total revenues from the securrtres busmess of subsrdrartes (except foreign subsrdrarres) and
predecessors not included above. : ; )

-(2) Net loss from principai transactions in securities in t‘rading accounts

{3) Net loss from prrncrpai transactions tn commodrtres rn tradmg accounts.

(4) Interest and dlvrdend expense deducied in determmrng ttem 2a

(5) Net loss from management of or participation in the underwrrttng or distribution of securities.

{6) Expenses other than advertising, printing, reglstratlon fees and legal fees deducted in determrnmg net.

profit from management of or participation tn underwrrtmg or drstrrbuuon of securlties.

{7) Net-foss from securlttes in mvestment accounts.

Total addrtrons o

2c. Deductions: ) ) s
{1} Revenues from the dtstnbutron of shares of a regrstered open end rnvestment company or unit
investment trust, from the sale of variable annuities, fiom the business of insurance; from invesiment.
advisory services rendered to regrstered investment companies_or insurance company separate -

144,896

accounts, and from transactions in securlty fulures products.
‘ (2) Revenues from commodrty transactions ‘ 2( 823
(3) Commissions, floof brokerage and ciearance patd to other SiPC members in connectron wrth
securities transactions.
{4) Rermbursements for postage in connectton wrth proxy solrcrtatton
{5) Net gam irom securttres in rnvestmem accounts
“{6) 100% of commissions and markups earned from transactrens in (t) certmcates of deposrt and
{i)y Treasury bills, bankers acceptances or commercrai paper that mature ning months or less " 300
from issuance date. g ; i
{7) Direct expenses of prinling advertising and legai‘tees incurred in‘connection wi-th other revenue
reiated to the sec[lrities business (revenue’deiined by Section t6(9)(i.) of the Act). - -
{8) Other revenue not related erther dtreciiy or indtrectiy to the securities busrness
(See Instruction G): : ; ‘
Hedge fund ' R ; S ' o 1,614
{9) (i) Total interest and dividend expense (FOCUS Lrne 22/PART iiA Line 13,
Code 4075 plus line.2b{4) above) but not in excess .
of total interest and dividend income. $
" {ii) 40% of margin interest earned on customers securiiies‘ B
accounts {40% of FOCUS line 5, Code 3960) B $
Enter the greater oi lme (i) or (rr) k » : ;

_ Total deductions » 149,633
2d. SIPC Net Operating Revenues EARE | e 1e189.818
2g. General Assessment @ .0025 ' . '$ 2:975

' ‘ : : . {to page 1 but not less than
9 ST $150 mrnrmum)



WADE ] BOWDEN & COMPANY

'VCERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS"

REPORT ON INTERNAL CONTROL

' ~ ~ REQUIRED BY |
SECURI’I‘IES EXCHANGE COMMISSION (SEC) RULE 17A-5
FORA BROKER-DEALER CLAIMING AN EXEMPTION FROM

(SEC) RULE 15C3—3
To the Member and Dlrectors :

"~ BHK SECURITIES, LLC

In planning and performing our audit of the financial statemenfs and supplementary schedule of -
BHK Securities, LLC (the "Company"), as of and for the year ended December 31, 2010, we -
considered its internal control, including control activities for safeguarding secuntles in order to
determine our audmng procedures for the purpose of expressmg our opmron on the ﬁnancral
statements and not to provide assurance on rntemal control

' Also as requrred by Rule 17a-5(g)(1) of the Secuntnes and Exchange Commrssron ("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 fo the objectives stated in- Rule 17a-5(g) -
in making the periodic computations of aggregate indebtedness (or aggregate debrts) and net :
capital under Rule 17a-3(a)(11) and for determining comphance 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 revrew the practrces and procedures
followed by the Company in any of the following:-

1. Makmg quarterly secuntles exammatrons .coun‘ts 'Veriﬁca{iOns‘, and companson's
2 Recordatron of dlfferences reqmred by Rule 17a—13

3. Complylng with the requrrements for prompt payment for secuntles under Sectron 8 of -
" Federal Reserve Regulation T of the Board of Govemors of the Federal Reserve System

The management of the Company is- responsrble for establrshlng and mamtamlng internal control
and the practxces and procedures referred to in the preceding paragraph. in fulfilling this
responsrblhty ‘estimates and judgments by management are required to assess the expected
"benefits and related costs of controls and the practices and procedures referred to in the preceding
paragraph, and to assess whether those practrces and procedures can ‘be expected to achieve the
- SEC's above mentroned objectives. Two of the objectlves 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 proper!y to permit the preparation of fi nancial statements in conformity with accounting
principles generally accepted in the United States of America.”Rule 17a-5(g) hsts addltlonal
objectives of the practices and procedures Irsted in the precedlng paragraph

See klndepe‘ndent AUdito‘rs' Report and
Notes to Financial Statements.
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Because of inherent limitations in any internal control or the practices and procedures referred to

“above, errors 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 the effectiveness of thelr desrgn and operatron may detenorate

Our consrderatlon of the intemal control would not necessanly drsclose all matters in mternal
control that mrght 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

‘ocour and not be detected within a trmely period by employees in the normal course of performing

their assrgned functions. However, we noted no matters mvolvmg the internal control, including

-control activities for safeguarding securities that we consrder to be a matenal weakness as def ned
above. ,

‘We understand that praCtices and orOCedores 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 mdrcate a material
inadequacy for such purposes. Based on this understanding and on our study, we believe that the
Company's practrces and procedures were adequate as of December 31, 2010 to meet the SEC's
objectlves : :

- This report is. mtended solely for the mformatlon and use of the Board of Dlrectors management

the SEC, and other regulatory agencies that rely on Rule 17a-5(g) under the Securities Exchange
Act of 1934 in their regutatlon of registered brokers and dealers and is not intended to be used by -
anyone other than these specrf ed partres

Atlanta, Georgia . |
February 18, 2011 '

'See Independent Auditors’ Report and .
Notes to Financial Statements.
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