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OATH OR AFFIRMATION

Mitchell Gage swear or affirm that to the best of my knowledge and belief the accompanying financial

statements and supporting schedules pertaining to the firm of

Stone Youngberg LLC as of and for the year ending September 30 2011 are true and correct further swear or affirm

that neither the Firm nor any partner proprietor principal officer or director has any proprietary interest in any account classified

solely as that of customer except as follows

None

vAittUU

Signatu

Chief Financial Officer

Title

SEE ATTACHED CALIFORMA
ALL-PURPOSE

ACKNOWLEDGEMENT

Notary Public

This report contains check all applicable boxes

Independent Auditors Report

Facing Page

Statement of Financial Condition

Statement of Operations

Statement of Cash Flows

Statement of Changes in Members Equity

Statement of Changes in Subordinated Liabilities

Computation of Net Capital for Brokers and Dealers Pursuant to Rule 15c3-l under the Securities

Exchange Act of 1934

Computation for Determination of Reserve Requirements for Brokers and Dealers Pursuant to

Rule 15c3-3 under the Securities Exchange Act of 1934

Information Relating to the Possession or Control Requirements for Brokers and Dealers Pursuant

to Rule 15c3-3 under the Securities Exchange Act of 1934 Not Applicable

Reconciliation including Appropriate Explanations of the Computation of Net Capital Under

Rule 15c3-1 and the Computation for Determination of the Reserve Requirements under Rule

l5c3-3 Not Applicable

Reconciliation Between the Audited and Unaudited Statements of Financial Condition with

Respect to Methods of Consolidation Not Applicable

An Oath or Affirmation

Copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the

date of the previous audit Supplemental Report on Internal Control

For conditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e3



CALIFORNIA ALL-PURPOSE ACKNOWLEDGMENT CIVIL CODE 1189

EZEQUIEL VILLALOBOS

Commission 1861456

Notary Public California

San Francisco County

LJ My Comm Expires Aug

Place Notary
Seal Above

J/t/// 1dM t/

Iame4 of Signers

who proved to me on the basis of satisfactory

evidence to be the persons whose names is/are

subscribed to the within instrument and acknowledged

to me that he/she/they executed the same in

his/her/their authorized capacityies and that by

his/her/their signatures on the instrument the

persons or the entity upon behalf of which the

persons acted executed the instrument

certify under PENALTY OF PERJURY under the

laws of the State of California that the for ing

paragraph is true and correct

nd officialWITNESS

gnature of ota ublic

Though the information below is not required law it may prove a/us persons relying on the document

ofiiis form to another documentand could prevent fraudulent removal and

Description of Attached Docu ent

Title or Type of Document c.4tf 14ff

____________________________________________ Number of Pages

Signers Other Than Named Above ____________________________________________________________

Capacityies Claimed by Signers

Signers Name ______________________________ Signers Name _____________________________

Li Corporate Officer Titles _________________ Li Corporate Officer Titles

Li Individual

Li Partner Li Limited Li General

Li Attorney in Fact

Li Trustee

Li Guardian or Conservator

Li Other ________________ _____________________

State of California

Counfy 4h

On 1/ 3/1/

krAnt17c7

/9te
personally appeared

before me11Y/
tIbf

The
Office/74tNarn

gfC

Document Date

RIGI-IT THUMBPRINT
OF SIGNER

Top of thumb here

RIGHT THUMBPRINT
OF SIGNER

Li Individual

Li Partner Li Limited Li General

Li Attorney in Fact

Li Trustee

Li Guardian or Conservator

Li Other ____________________

Top of thumb here

Signer Is Representing Signer Is Representing

2010 National Notary Association- NatfonalNotary.org 1-800-US NOTARY 1-800-876-6827 Item 5907



PUSTORINO
PUGLISI
CO.LLP

ERTIFIED PUBLIC ACCOUNTANTS
MADISON AVENUE

NEW YORK 10022

oçesslng212 832.1110
Section

To The Member of NOV 2011

Anchin Capital Advisors LLC

Washington oc
In accordance with Rule 17a-5e4 under the Securit_5Exchange Act of 1934 we have

performed the procedures enumerated below with respect to the accompanying Schedule of

Assessment and Payments General Assessment Reconciliation Form SIPC-7 to be filed with

the Securities Investor Protection Corporation SIPC for the Year Ended September 30 2011

which procedures were agreed to by 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 compliance with the applicable instructions of the General

Assessment Reconciliation Form SIPC-7 Anchin Capital Advisors LLCs management is

responsible for Anchin Capital Advisors LLCs 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

Compared the listed assessment payments in Form SIPC-7 with respective cash

disbursement records entries on the Companys general ledger and underlying bank

statements noting no differences

Compared the Total Revenue amounts on the audited Form X-17A-5 for the year ended

September 30 2011 and revenues reported on FOCUS reports from October 01 2010 to

September 30 2011 with the amounts reported in Form SIPC-7 for the year ended

September 30 2011 noting no material differences

Ascertained that there are no adjustments to revenue as reported in Form SIPC-7

Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the

related schedules and working papers supporting the adjustments noting no material

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 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

.uP
Pustorino Puglisi Co LLP

New York New York

November 17 2011

PtocØstn
Section

Washington DC
105



SECURITIES INVESTOR PROtECflON CORPORA HON
P.O I3ox d2 ff35 Wasltrngton 10 20000-2185

20Z3 f-t3300

General Assessment ReconcilIation

Fo he liscit year relied September 30 20 Ii

ilrr carefully iCe nsUricllonn in your Warkinrj Copy bolerO cointitolilig this For in

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

Name ol Member address Designated Examining Authority fY34 Act registration no md month in which fiscal year ends for

purposes ot the nudli requirement of SEC Rule 7a-5

Note II any of the inlormatlon shown on tire nailing abel

requires correction please e-mail any corrections to

Iorm@sipcorg and so indicate on he lorm tiled

Name and telephone number of person to contact

respecting this form

Scott Goldfond

General Assessment ilem 2e from page

Less payment
nude wifti SIPOS fifed exclude interest

Date Paid

Less prior overpayment applied

Assessment balance due or overpayment

Interest computed on late payment see instruction for ___days at 20I per annum

Total assessment balance and interest due or overpayment carried forward

PAID WITH THtS FORM

Check enclosed payable to StPC

Total must be caine as above

Overpayment
carried forward

Subsidiaries and predecessors
included in this form Igive name and 934 Act registration number

The SIPC member submitting this form and lire

person by whom ills executed represent thereby Anchin Capital Advisors LLC

tirat alt information contained herein is true correct ._____________
ii cup Inn piInihp or rho OICO0UlIIont

and complete

led Ire _j of
20

ThIs torm and the assessment payment Is due 60 days atter the end of the ttscet year RetaIn the WorkIng Copy ot this form

tor period
ot not tess than years

the latest years In an easIly accessibte place

Dates ________ ___ __
Postmarked Received

Reviewed

Catculation5

Documentation

u-I

c. Exceptions

c/a Disposition exceptions

SIPC-7

1V/
SIPC-7

33-REV //lOt

Anchin Capital Advisors LLC

1375 Broadway 23rd Floor

New York NY 10018

C-

1589

540

1049

1049

1049

Forward Copy



DETERMINATION OF SIPC NET OPERATING REVENUES

AND GENERAL ASSESSMENT

Item Nb

2a ruil revenue 1FOCUS Line 2/Pail IA line Code 4030

2b Additions

total revenues horn the secwities businOsS at subsidiaries except loieign subsidiaries and

predecessors not included above

Net loss Iron principal
uansacttOns in securities in trading accounts

Net loss tram principal
tiansactions in coinniodittes

in trading accounts

Interest and dividend expense
deducted in determining item 2a

Net toss tom management at or participation
in the underwriting or distribution ol securities

Expenses
other than advertising printing registration

tees and tegat lees deducted in determiixing net

protit
train management 01 or participation in underwriting or distribution at securities

Net toss 1mm securities in investment accounts

total additions

2c Deductions

Revenues troni the distribution at shares at registered open end investment company or unit

investment trust tram the sate variable annuities trots the business ot insurance Iron itivestrmxenrt

advisory services rendered to regIstered investment companies or insurance company separate

accounts and trorn transactions in security
tutures products

Revenues tram commodIty transactions

CommissiOns tloor brokerage arid clearance paid to other SlPC members in connection with

securities transactions

ReimbUrsements tar postage in connection with proxy solicitation

Net gain
tram securities in investrriertt accounts

100% ot rorninissiOns and markups earned torn transactions in certiticates at deposit
arid

it treasury hilts bankers acceptances or conimerciat paper that mature nine monttrs at tess

tram issuance nate

Diiecl expenses ot printing
advertistng

and tegat
tees incurred in connection with other revenue

related to Ihe securities
business tevenue datined by

Section t69L ot the Act

Ottier revenue riot related either directly or indirectly to the securities business

See Instruction

Amounts or the iir.nrt period

bogirxrming .OLQL 20
and ending 09/30 20.u.

ElimInate cents

635516

total interest and dividend expense FOCUS Line 22PART hA Line t3

Code 4075 plus tine 2b4 above but not in excess

ot total interest and dividend income

ii 10% ci rrrargin interest earned on customers securities

accounts 40% at FOCUS tine Code 3960

Enter the greater
at line or ii

total deductions

2d S1PC We Opemating Revenues

2e General Assessnxeflt
.0025

635516

1589

to page
line 2.A



SEC PUSTORINO
MailProcessing PUGLISI

Section aIoessu CO.LLP
CERTIFIESJOThC ACCOUNTANTS

NOV 29 2011 488 MADISON AVENUE
NEW YORK 10022

212 8321110

Washington DC

To The Member of
125 Washington Do

Anchrn Capital Advisors LLC

In accordance with Rule 17a-5e4 under the Securities Exchange Act of 1934 we have

performed the procedures enumerated below with respect to the accompanying Schedule of

Assessment and Payments Assessment Reconciliation Form to be filed with

the Securities Investor Protection Corporation SIPC for the Year Ended September 30 2011

which procedures were agreed to by 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 compliance with the applicable instructions of the General

Assessment Reconciliation Form SIPC-7 Anchin Capital Advisors LLCs management is

responsible for Anchin Capital Advisors LLCs 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

Compared the listed assessment payments in Form SIPC-7 with respective cash

disbursement records entries on the Companys general ledger and underlying bank

statements noting no differences

Compared the Total Revenue amounts on the audited Form X-17A-5 for the year ended

September 30 2011 and revenues reported on FOCUS reports from October 01 2010 to

September 30 2011 with the amounts reported in Form SIPC-7 for the year ended

September 30 2011 noting no material differences

Ascertained that there are no adjustments to revenue as reported in Form SIPC-7

Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the

related schedules and working papers supporting the adjustments noting no material

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 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

VJ
Pustorino Puglisi Co LLP

New York New York

November 17 2011



SECURITIES INVESTOR pRorEc lION CORPORA lION

P.O l3ox 921135 Wnsltmglon D.C 20090-2185

202-311.8300

General Assessment ReconcilIation

For he Iiseil
year

railed Soplornber 10 20 ii

mind iCe mnmslniiciiOfla iii your Womkmnmj Copy birl0000nflhJluiimmmO lhno Form

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

Name at Member address Designated Examining Aulhornty 11434 Aol rugislratlon no rird mnorrlh in which lisoal year ends lot

purposes at Ihe udiI requiremrvnt at SEC Rule l7a5

Capital Advisors LLC

1375 Broadway 23rd Floor

New York NY 10018

Name and telephone number ol person to contact

respecting this arm

Scott Goldfond

Genera Assessment item 2e Irom page

Less payment
node with SIPC-6 tiled exclude intereol

Dale Paid

Less prior overpaymenl applied

Assessment balance due or overpayment

Interest computed arm late payment see insliuction tom days at 2O0Io per annum

Tolat assessment balance and inlerest due or overpayment carried lorward

PAID WITH THIS FORM
Check enclosed payable to SIPC

Total must be same as above
1049

Overpaymonl
carried lorward

1589

540

1049

1049

Documentation
Forward Copy

SIPC-7

V//l0

SIPC-7

33-REV 1110

Note II any ol the inlormnation shown on the nailing label

requires correclion please e-mail any corrections Ia

loim@sipcorg and so indicate on Ihe arm lIed cc

Subsidiaries and predecessors
included in this arm give name and 1934 Act registration number

The SIPC member submilling this lorm and the

person by whom is execmiled represent thereby Anchin ____________

Ihal all inlormation contained herein is Irue correct _______
apt Isors

and complele.

INam0 vi cunponamivn
PvnmnShiP uihvn ugun1amloi

On led he ._\j 20 \\

ThIs arm and the assessment payment Is due 60 days alter the end of the tlscal year RetaIn the WorkIng Copy ot thIs torm

for perIod at not less than years
the latest years Itt an easIly acessbte place

____ales __________ _______ ____________

Poslmarked
Received Reviewed

CalculalionS

c..

c/ Disposilion
ol exceptions



DETERMINATION OF SIPC NET OPERATING REVENUES

AND GENERAL ASSESSMENT

item Nb

2a Icial revenue tFOCUS Line 2/Part IA Line Code 4030

2b Adduions

Total revenues horn tile secutitlOs business at subsidiaries except toreign subsidiaries and

predecessors
rot included above

Not loss horn principal
transactions in securities in trading accounts

Net loss trom principal
transacliOlis in cornmodittns in trading accounts

Interest and dividend expense
deducted in determining item 2a

Net toss tiom inanagenlerit
ot or participation

in the underwriting or distribution ol securities

Expenses other than advertising printing registration
lees and legal fees deducted in determining net

protit
rem manayerrient ot or participation

in underwrithirg
or distribution ol securities

Net loss roar secuiitieS in investment accounts

Total additions

2c Deductions

Revenues hroirr the distribution ol shares 01 registered open end irwestrnenii company or unit

investment trust horn the sale ol variable annuities train the business at insurance horn investment

advisory
services rendered to registered invelriieflt companies or insurance company separate

accounts and trorn IransacliOns in securihy tutures products

Revenues tram commodtly tiansactioris

CommisSions 11001 brokerage arid clearance paid
to other StPC members in connection wittr

securities transactions

Reinribursemerits or postage in connection with proxy solicitation

Net gain rum securities in investment accounts

100% at commissions and markups earned tram transactions in cerlilicates ot deposit
arid

ii Treasury bills bankers acceptances or commercial paper Itial mature nine montlrs or less

rain issuance tate

Direcl expenses at printing
advertising

and legal
tees incurred in connection with other ruvenue

related to the securities
business revenue detined by

Section 169L ot the Act

Other revenue riot related either directly or indlrectty to the securities business

See Instruction

Amounts or the ticr.ot period

beginning .iQlOi

md ending 00/30

Eliminate cents

635516

Iota ititerest and dividend expense FOCUS Line 22PART IA Line 13

Code 4075 plus
line 2b4 above but not in excess

ot total interest and dividend income

ii 10% at margin interest earned on customers securities

accounis 40% ot FOCUS line Code 3960

Enter Ihe greater
ot line or

Total deductions

2d SIPC let Operahing Revenues

2e General AsseSSnient .0025

635516$_
1589

to page tine 2.A



SEC ID NO 8-3149

Statement of Financial Condition as of

September 30 201 land

Report of Independent Auditors and

Supplemental Report on Internal Control

Stone Youngberg LLC

MOSS ADAMS
Certified Public Accountants Business Consultants

Acumen Agility Answers



SEC

O4

DC

SEC ID NO 8-3 149

Statement of Financial Condition as of

September 30 2Olland

Report of Independent Auditors and

Supplemental Report on Internal Control

Stone Youngberg LLC

PUBLIC DOCUMENT

Filed pursuant to Rule 7a-5e3 as PUBLIC DOCUMENT



WWW.MOSSADAMS.COM

REPORT OF INDEPENDENT AUDITORS

To the Board of Directors of

Stone Youngberg LLC

We have audited the accompanying Statement of Financial Condition of Stone Youngberg LLC the Firmas

of September 30 2011 that you are filing pursuant to rule 17a-5 under the Securities Exchange Act of 1934

These financial statements are the responsibility of the Firms management Our responsibility is to express an

opinion on these financial statements based on our audit

We conducted our audit in accordance with the 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 Our audit included consideration of internal

control over financial reporting as basis for designing audit procedures that are appropriate in the circumstances

but not for the purpose of expressing an opinion on the effectiveness of the Firms internal control over financial

reporting Accordingly we express no such opinion An audit also includes examining on test basis evidence

supporting the amounts and disclosures in the financial statements assessing the accounting principles used and

significant estimates made by management as well as evaluating the overall financial statement presentation We

believe that our audit provides reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the financial

position of the Firm as of September 30 2011 in conformity with accounting principles generally accepted in the

United States of America

ii

San Francisco California

November 28 2011

Page

Praxit
MEMBER

GLOBA ALLIANCE OF
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STONE YOUNGBERG LLC

STATEMENT OF FINANCIAL CONDITION

AS OF SEPTEMBER 30 2011

ASSETS

CASH

SECURITIES OWNED fair value

FIXED ASSETS net of accumulated depreciation

and amortization of $5231257

RECEIVABLE FROM CLEARING ORGANIZATION

OTHER ASSETS

Total Assets

LIABILITIES AND MEMBERS EQUITY

ACCOUNTS PAYABLE ACCRUED EXPENSES

SECURITIES SOLD NOT YET PURCHASED at fair value

MEMBERS EQUITY

The accompanying notes are an integral part of these financial statements

328443

6006261

1837172

23323687

5206588

36702151

Total Liabilities

17983267

1396920

19380187

17321964

36702151Total Liabilities Members Equity

Page



STONE YOUNGBERG LLC
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED SEPTEMBER 30 2011

Organization and Significant Accounting Policies

The Firm Stone Youngberg LLC California limited liability company the Firm is an investment

bank specializing in fixed income securities The Firm is registered broker-dealer with the Securities and

Exchange Commission SEC and the Financial Industry Regulatory Authority F1NRA The Firm is

wholly owned by Stone Youngberg Holdings LLC Holdings Delaware limited liability company

Holdings is also the sole owner of SY Asset Management LLC and SY Financial Services Group LLC
and the Managing Member of SY Capital Group LLC collectively the affiliated companies

On July 27 2011 the board of directors of Holdings announced that it entered into an agreement whereby

Stifel Financial SF NYSE the parent company of Stifel Nicolaus Company full-service investment

banking and brokerage company would acquire 100% of the Firm effective October 2011

Use of Estimates The preparation of financial statements in conformity with accounting principles

generally accepted in the United States of America 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 The most significant estimates include the determination of the fair value of non-marketable

securities depreciation and amortization expense allocations and contingent liabilities Actual results could

differ from those estimates

Cash Cash consists of demand deposits in banks There are no withdrawal restrictions on cash Financial

instruments that potentially subject the Firm to concentrations of credit risk consist principally of cash

deposits Accounts are insured by the Federal Depository Insurance Corporation FDIC up to $250000

At September 30 2011 the Firm had approximately $78443 in excess of FDIC insured limits

Securities Owned and Securities Sold Not Yet Purchased Marketable securities owned and securities

sold not yet purchased are reported at fair value as of September 30 2011 Securities sold not yet

purchased represent obligations of the Firm to deliver the specified security at contracted price thereby

creating liability to purchase the security at prevailing prices

Income Taxes Income taxes are paid by the individual member therefore no provision for such taxes has

been made in the financial statements

Principal Transactions All transactions entered into for the account and risk of the Firm are recorded on

trade-date basis

Fixed Assets Fixed assets represent furniture equipment and leasehold improvements and are recorded at

cost less accumulated depreciation and amortization The Firm adopted the straight-line method of

computing depreciation in November 2009 Depreciation of assets placed into service prior to November

2009 was computed using an accelerated method which materially represents the results of using the

straight-line method

Page



New Accounting Pronouncements

In May 2011 the FASB issued ASU No 2011-04 Fair Value Measurement Topic 820 Amendments to Achieve

Common Fair Value Measurement and Disclosure Requirements in US GAAP and IFRSs The ASU improves the

comparability of fair value measurements presented and disclosed in accordance with U.S generally accepted

accounting principles GAAP and International Financial Reporting

Standards IFRSs by changing the wording used to describe many of the requirements
in U.S GAAP for

measuring fair value and disclosure of information The amendments to this ASU provide explanations on how to

measure fair value but do not require any additional fair value measurements and do not establish valuation

standards or affect valuation practices outside of financial reporting The amendments clarify existing fair value

measurements and disclosure requirements to include application of the highest and best use and valuation

premises concepts measuring fair value of an instrument classified in reporting entitys shareholders equity

and disclosures requirements regarding quantitative information about unobservable inputs categorized within

Level of the fair value hierarchy In addition clarification is provided for measuring the fair value of fmancial

instruments that are managed in portfolio and the application of premiums and discounts in fair value

measurement For nonpublic entities the amendments are effective for annual periods beginning after December

15 2011 Nonpublic entities may apply the amendments in ASU 20 11-04 early but no earlier than for interim

periods beginning after December 15 2011 Management does not anticipate this amendment to materially

impact the financial position of the Firm

Fair Value

Fair value is defined as the price that would be received to sell an asset or paid to transfer liability i.e the exit

price in an orderly transaction between market participants at the measurement date The fair value hierarchy is

based on the type of inputs used in arriving at fair value The assets or liabilitys fair value measurement level

within the fair value hierarchy is based on the lowest level of any input that is significant to the fair value

measurement

Methods used in arriving at fair value may produce fair value calculation that might not be indicative of net

realizable value or reflective of future fair values Furthermore although the Firm believes the valuation methods

used are appropriate and consistent with other market participants the use of different methodologies or assumptions

to determine the fair value of certain financial instruments could result in different fair value measurement at the

reporting date

The three levels of inputs used to establish fair value are as follows

Level Inputs to the valuation methodology are unadjusted quoted prices for identical assets or

liabilities in active markets

Level Inputs to the valuation methodology include

quoted prices for similarassets or liabilities in active markets

quoted prices for identical or similar assets or liabilities in inactive markets

inputs other than quoted prices that are observable for the asset or liability and

inputs that are derived principally from or corroborated by observable market data by

correlation or other means

If the asset or liability has specified or contractual term the level input must be

observable for substantially the full term of the asset or liability

Page



Level Inputs to the valuation methodology are unobservable and significant to the fair value

measurement

The availability of observable inputs can vary and in certain cases the inputs used to measure fair value may fall into

different levels of the fair value hierarchy In such cases the level within the fair value hierarchy is based on the

lowest level of input that is significant to the fair value measurement The Firms assessment of the significance of

particular input to the fair value measurement requires judgment and consideration of factors specific to the asset or

liability

Municipal Bonds and Corporate Debt

To determine the fair value of municipal bonds and corporate debt the Firm utilized recent market transactions

for identical or similar bonds or debt to corroborate pricing service fair value measurements Municipal bonds and

corporate debt are generally classified in Level of the fair value hierarchy and are categorized in Securities

Owned and Other Assets on the balance sheet

Securities Owned and Securities Sold Not Yet Purchased

Marketable securities owned and securities sold not yet purchased as of September 30 2011 consist of the

following

Securities Securities Sold

State Municipal Bonds

Corporate Debt

Equities

Total

Owned

5202592

803669

6006261

Not Yet Purchased

1396920

1396920

Fixed Assets

Equipment

Furniture

Included in marketable securities owned are securities pledged as collateral for letters of credit related to leases

for office
space

and for the deposit with the Firms clearing agent The value of the pledged securities as of

September 30 2011 was $250000

Receivable Fromand Payable to Clearing Organization

The Firm clears its transactions through another broker-dealer on fully disclosed basis receivable from the

clearing organization is the result of the Firms activity with this clearing organization The Firm may also have

payable to the clearing organization related to these transactions which is collateralized by securities owned by

the Firm payable primarily relates to the financing of the Firms inventory by the clearing organization On the

payable balance the Firm is charged 25 basis points over the daily cost of funds rate calculated by the Firms

clearing organization The Firm had receivable from the clearing organization of $23323687 at September 30

2011

Following is summary of fixed assets as of September 30 2011

2397320

2841269

Leasehold Improvements 1829840

7068429

Less Accumulated depreciation and amortization 5231257

1837172
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Fair Value Measurements

The following sets forth by level within the fair value hierarchy the Firms assets and liabilities at fair value at

September 30 2011

Assets

State Municipal Bonds

Corporate Debt

Total Assets

5202592

________________
803669

________________
6006261

-- 96920
1396920

Level Level Level Total

5202592

803669

6006261

Municipal Bonds

Liabilities

Equities 1396920 ______________ ______________

Total Liabilities 1396920
_________________ _______________ _________________

The following table discloses the summary of changes in the fair value of the Firms Level instruments for the year

ended September 30 2011

Unrealized Gains Realized

Losses Related Gains Losses Transfers

Beginning to Assets Held Related to Assets Purchases Into Ending

Balance at Year End No Longer Held Dispositions Level Balance

475 475

AuctionRateSecurities 1366155 132863 1499018
__________ _____________

1366630 132863 1499493

Members Equity

The Firm is wholly owned by Holdings Members equity at September 30 2011 includes equity of $25921308

and an operating loss of $8599344 During the year ended September 30 2011 the Firm made distributions of

net income to Holdings of $3948388 and received contributions of capital from Holdings of $1000000
Withdrawals of members equity above certain predetermined limits require the approval of the FThRA

Under the Firms compensation plan the Plan certain employees are granted awards consisting of capital

account balances in Holdings The awards granted are subject to cliff vesting period from the date of issuance or

related to the achievement of certain performance measurements by predetermined period Employee

compensation expense for the Plan is recorded on straight-line basis over the vesting period or on straight-line

basis over the period until certain performance criteria are estimated to be achieved Such compensation expense

is included in the results of operations since it is incentive compensation issued exclusively to employees of the

Firm As of September 30 2011 the Firm has no grants outstanding

Related Party Transactions

The Firm makes disbursements related to certain compensation benefits occupancy and information technology

services on behalf of its affiliated companies Total services provided to SY Financial Services amounted to

$208292 for the year ended September 30 2011 Charges the Firm allocated to its affiliates on monthly basis

were determined based on headcount and estimated utilization of the Firms time and resources Management

believes that in general specific identification of certain of these expenses is not practicable and the methods

used to allocate the expenses to the affiliates are reasonable and consistently applied
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The Firm maintains an intercompany account with Holdings Charges for the services allocated to affiliates are

charged against that account An interest rate of 4% is credited for intercompany balances between the Firm and

Holdings calculated and paid monthly based on average balances There was no balance in the intercompany

account with Holdings as of September 30 2011

The Firm occasionally extends unsecured forgivable loans to its employees The principal amount of these loans

plus interest is forgiven over pre-determined period subject to continued employment with the Firm There

were no forgivable loans to employees outstanding at September 30 2011

Benefit Plan

The Firm has 401k plan for eligible employees who have meet certain service requirements

Net Capital Requirements

The Firm is subject to the regulations and guidelines of the SEC and the FINRA including the SECs Net

Capital Rule which requires the Firm to maintain ratio of aggregate indebtedness to net capital as defined not

exceeding 15 to At September 30 2011 the Firms net capital ratio was 1.46 to and net capital as computed

was $12323540 which exceeded the SECs requirement of $1198885 by $11124655

Commitments and Contingencies

In the normal course of business transactions with customers and brokers generally settle three business days

after trade-date The Firm is therefore exposed to risk of loss on these transactions in the event of the customers

or brokers inability to meet the terms of their contracts in which case the Firm may have to purchase or sell

securities at prevailing market prices The Firm seeks to control the risk associated with non-performance of

customers or brokers by reconciling information it receives from its clearing broker on daily basis Also in the

normal course of business the Firm enters into underwriting commitments Transactions relating to such

underwriting commitments that were open on September 30 2011 and were subsequently settled had no material

effect on the financial statements as of that date

The Firm has sold securities that it does not currently own and will therefore be obligated to purchase such

securities at future date The Firm has recorded these obligations in the financial statements at September 30

2011 at fair values of the related securities and will incur loss if the fair values of the securities increases

subsequent to September 30 2011

The Firm is obligated under leases for office space and certain equipment at September 30 2011 Minimum

annual lease payments under such leases are due in the following years ending September 30

2012 3758170

2013 3047189

2014 1745395

2015 1433784

2016 1226247

Thereafter 3497117

Total 14707902

The leases for office space contain some escalation provisions and renewal options As of September 30 2011

the Firm had deferred rent of $657917 representing the difference between actual rent payments and the straight

line accounting method dictated by GAAP
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The Firm has Letters of Credit LOC with large financial institution that serve as security deposits for various

offices The LOC are collateralized by $1340000 in state municipal securities and are classified as Other

Assets on the balance sheet

Legal Contingencies

The Firm is subject to various claims and legal proceedings covering wide range of matters that arise in the

ordinary course of its business activities including securities underwriting claims Among these matters the Firm

has been named in number of pending arbitrations related to the sale of investments managed by an affiliate of

the Firm The Firm believes that all the claims are without merit it intends to vigorously defend its position and it

has retained litigation counsel for that purpose

Management has estimated that legal contingency accrual of $2995000 is deemed necessary at September 30

2011 to address the risk associated with the various legal matters pending Management believes that any liability

that may ultimately result from the resolution of these matters will not have material adverse effect in excess of

our contingency accrual on the financial condition or results of operations of the Firm

Subsequent Events

Subsequent events are events or transactions that occur after the balance sheet date but before financial statements

are issued Recognized subsequent events are events or transactions that provide additional evidence about

conditions that existed at the date of the balance sheet including the estimates inherent in the process of preparing

financial statements Non-recognized subsequent events are events that provide evidence about conditions that did

not exist at the date of the balance sheet but arose after that date Management has reviewed events occurring

through November 28 2011 the date the financial statements were issued and no subsequent events have

occurred requiring accrual or disclosure other than the matter described below

On October 2011 Stifel Financial SF NYSE the parent company of Stifel Nicolaus Company full

service investment banking and brokerage company announced the completion of its acquisition of the Firm
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MOSS ADAMS
Certified Public Accountants Business Consultants

To the Board of Directors of

Stone Youngberg LLC

In planning and performing our audit of the Statement of Financial Condition of Stone Youngberg LLC the

Firmas of September 30 2011 in accordance with auditing standards generally accepted in the United States

of America we considered the Firms internal control over financial reporting internal control as 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 Firms internal control Accordingly we do

not express an opinion on the effectiveness of the Firms internal control

Also as required by rule 17a-5g1 of the Securities and Exchange Commission SECwe have made study

of the practices and procedures followed by the Finn 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 7a-5g in making the periodic computations of aggregate indebtedness or aggregate debits and

net capital under rule 17a-3al1 and for determining compliance with the exemptive provisions of rule 15c3-3

Because the Firm 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 Firm in any of the following

Making quarterly securities examinations counts verifications and comparisons and recordation of

differences required by rule 7a- 13

Complying with the requirements for prompt payment for securities under Section of Federal Reserve

Regulation of the Board of Governors of the Federal Reserve System

The management of the Firm 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 SECs 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 Firm has responsibility are safeguarded against loss from unauthorized use or disposition and that

transactions are executed in accordance with managements authorization and recorded properly to permit the

preparation of financial statements in conformity with generally accepted accounting principles Rule 7a-5g

lists additional objectives of the practices and procedures listed in the preceding paragraph

Because of inherent limitations in internal control or 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

control deficiency exists when the design or operation of control does not allow management or employees in

the normal course of performing their assigned functions to prevent or detect misstatements on timely basis

significant deficiency is control deficiency or combination of control deficiencies that adversely affects the

entitys ability to initiate authorize record process or report financial data reliably in accordance with generally

accepted accounting principles such that there is more than remote likelihood that misstatement of the entitys

financial statements that is more than inconsequential will not be prevented or detected by the entitys internal

control
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MOSS ADAMS

material weakness is significant deficiency or combination of significant deficiencies that results in more

than remote likelihood that material misstatement of the financial statement will not be prevented or detected

by the entitys internal control

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 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 material inadequacy for such purposes Based on this understanding and on our

study we believe that the Firms practices and procedures were adequate at September 30 2011 to meet the

SECs objectives

This report is intended solely for the information and use of the Board of Directors management the SEC the

Financial Industry Regulatory Authority and other regulatory agencies that rely on Rule 7a5g 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

-$vO_i

San Francisco California

November 28 2011
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