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RAYMOND JAMES

November 24, 2010

Gentlemen:

We, the undersigned, officers of Raymond James & Associates, Inc., have caused an audit to be made
in accordance with the prescribed regulations and have arranged for the preparation of the Annual
Consolidated Financial Statements and supplementary schedules.

Pursuant to Rule 418.15 we have made available to our members and allied members, the
Consolidated Financial Statements and Computation of Net Capital for the fiscal year ended
September 30, 2010.

OATH OR AFFIRMATION
We, Thomas A. James and Richard B. Franz I, officers of Raymond James & Associates, Inc., affirm
to the best of our knowledge and belief, that the accompanying Consolidated Financial Statements and
supporting schedules pertaining to the firm of Raymond James & Associates, Inc., as of September 30,

2010, are true and correct. We further affirm that neither the company nor any principal officer nor
director has any proprietary interest in any account classified solely as that of a customer.

Chief Executive Officer i

Principal FinancialVOfficer O

State of Florida
County of Pinellas

Before me personally appeared Thomas A. James and Richard B. Franz 1I, to me well known and
known to me to be the persons described in and who executed the foregoing instrument, and
acknowledged to me and before me, that Thomas A. James and Richard B. Franz II executed said
instrument for the purposes therein expressed.

WITNESS, my hand and official seal this __24"™  day of November, A.D., 2010.

w% JOANNE DETLOR

& A %% Commission # DD 857504
isf Expires February 3, 2013

! ‘f‘ Bonded Thr Troy Fain Insurance 800-385-7019

My commission expires:

Raymond James & Associates, Inc.
Member New York Stock Exchange/SIPC

880 Carillon Parkway ¢« St. Petersburg, FL 33716
727-567-1000 + www.RaymondJames.com



KPMG LLP

Suite 1700

100 North Tampa Street
Tampa, FL 33602-5145

Report of Independent Registered Public Accounting Firm

The Board of Directors
Raymond James & Associates, Inc.:

We have audited the accompanying consolidated statement of financial condition of Raymond James &
Associates, Inc. and subsidiaries (a wholly owned subsidiary of Raymond James Financial, Inc.) (the
Company) as of September 30, 2010, that you are filing pursuant to Rule 17a-5 under the Securities
Exchange Act of 1934 and Regulation 1.10 under the Commodity Exchange Act. This consolidated
statement of financial condition is the responsibility of the Company’s management. Our responsibility is
to express an opinion on this consolidated statement of financial condition 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 statement of financial condition is free of material misstatement. An audit includes
consideration of internal control over financial reporting as a 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 Company’s internal control over financial reporting. Accordingly, we express no such opinion. An
audit of a statement of financial condition also includes examining, on a test basis, evidence supporting the
amounts and disclosures in that statement of financial condition, assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall statement of financial
condition presentation. We believe that our audit of the consolidated statement of financial condition
provides a reasonable basis for our opinion.

In our opinion, the consolidated statement of financial condition referred to above presents fairly, in all
material respects, the financial position of Raymond James & Associates, Inc. and subsidiaries as of
September 30, 2010, in conformity with U.S. generally accepted accounting principles.

KPMe P

November 24, 2010
Certified Public Accountants

KPMG LLP is a Delaware limited liability partnership,
the U.S. member firm of KPMG International Cooperative
("KPMG International}, a Swiss entity.



RAYMOND JAMES & ASSOCIATES, INC. AND SUBSIDIARIES
(a wholly-owned subsidiary of Raymond James Financial, Inc.)

CONSOLIDATED STATEMENT OF FINANCIAL CONDITION
September 30, 2010
(in thousands, except share and par value amounts)

Assets

Cash and Cash Equivalents

Assets Segregated Pursuant to Federal Regulations:
Cash and Cash Equivalents

Securities Purchased Under Agreements to Resell

Receivables:
Brokerage Clients, Net
Securities Borrowed
Brokers, Dealers and Clearing Organizations
Other

Deposits with Clearing Organizations

Securities Owned:
Marketable, at Fair Value ($317,623 Pledged as Collateral)
Not Readily Marketable, at Fair Value

Deferred Income Taxes, Net

Property and Equipment, Net

Prepaid Expenses and Other Assets

Total Assets

Liabilities and Stockholder's Equity
Loans Payable
Payables:

Brokerage Clients

Securities Loaned

Brokers, Dealers and Clearing Organizations
Payables to Affiliates
Income Taxes Payable
Securities Sold, Not Yet Purchased, at Fair Value
Securities Sold Under Agreements to Repurchase
Accrued Compensation, Commissions and Benefits
Accrued Expenses and Other Liabilities

Total Liabilities

Stockholder's Equity:

5% Non-Voting Cumulative Preferred Stock - Convertible into
One Share of Common Stock; $2 Par Value; Authorized
200,000 Shares; Issued and Outstanding 100,000 Shares

Common Stock - $.10 Par Value; Authorized 4,000,000 Shares;
Issued and Outstanding 1,083,500 Shares

Additional Paid-in Capital

Retained Earnings

Accumulated Other Comprehensive Loss

Total Stockholder's Equity

Total Liabilities and Stockholder's Equity

See Accompanying Notes to Consolidated Statement of Financial Condition.

$ 260,503

1,748,042
91,396

1,379,004
245,628
96,523
307,140
71,257

505,633

13,275

36,390

138,900
23,757

$ 4917448

$ 168,009

2,426,843
698,182
42,709
6,472
57,474
120,087
233,346
213,849

83.791

4,050,762

200

108
233,709
632,829

(160)

866,686

$ 4,917,448



RAYMOND JAMES & ASSOCIATES, INC. AND SUBSIDIARIES
(a wholly-owned subsidiary of Raymond James Financial, Inc.)

NOTES TO CONSOLIDATED STATEMENT OF FINANCIAL CONDITION

NOTE 1 - ORGANIZATION AND NATURE OF BUSINESS:

Raymond James & Associates, Inc. (“RJ&A”) is a Florida corporation and a wholly-owned subsidiary of Raymond James
Financial, Inc. (“RJF” or the “Parent”). RJ&A is a full service broker-dealer registered with the Securities and Exchange
Commission (“SEC”). RJ&A, together with its wholly-owned subsidiaries (“we, “our”, “ours” or “us”) is engaged in most
aspects of securities distribution and investment banking. We also offer financial planning services for individuals and provide
clearing services for Raymond James Financial Services, Inc. (“RJFS”, a wholly-owned subsidiary of RJF), Raymond James
Financial Services Advisors, Inc. (“RJFSA”, a wholly-owned subsidiary of RIF), other affiliated entities and unaffiliated broker-
dealers. We are a member of the New York Stock Exchange (“NYSE”), National Association of Securities Dealers Automated
Quotations, American Stock Exchange, Philadelphia Stock Exchange, Chicago Board Options Exchange and Chicago Stock
Exchange. We are also a member of the Securities Industry Association, Financial Industry Regulatory Authority (“FINRA”),
National Futures Association (“NFA”) and Securities Investor Protection Corporation. Through membership in the NFA, we

are regulated by the Commodity Futures Trading Commission (“CFTC”).

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Basis of Presentation

We conform to our Parent’s fiscal year end of September 30™. The accompanying Consolidated Statement of Financial
Condition includes the accounts of RJ&A and its wholly-owned subsidiaries, Planning Corporation of America (“PCA”), a
general insurance agency representing a number of insurance companies, and Raymond James Geneva S.A. (“RJG”), a financial
services firm based in Geneva, Switzerland. All material intercompany balances and transactions have been eliminated in
consolidation.

The Consolidated Statement of Financial Condition is prepared in accordance with accounting principles generally accepted in
the United States of America (“U.S. GAAP”), the more significant of which are summarized below.

Accounting Estimates and Assumptions

The preparation of the Consolidated Statement of Financial Condition in conformity with U.S. GAAP requires us 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 Consolidated Statement of Financial Condition. Actual results could differ from those estimates and
could have a material impact on the Consolidated Statement of Financial Condition.

Securities Transactions

Securities transactions are recorded on a trade date basis.

Cash and Cash Equivalents

Cash equivalents are highly liquid investments, with original maturities of 90 days or less, other than those used for trading
purposes.

Assets Segregated Pursuant to Federal Regulations

In accordance with Rule 15¢3-3 of the Securities Exchange Act of 1934, as a broker-dealer carrying client accounts, we are
subject to requirements related to maintaining cash or qualified securities in a segregated reserve account for the exclusive
benefit of our clients. Segregated assets at September 30, 2010 consist of cash and cash equivalents.



Repurchase Agreements

We purchase short-term securities under agreements to resell (“reverse repurchase agreements”). Additionally, we sell
securities under agreements to repurchase (“repurchase agreements”). Both reverse repurchase and repurchase agreements are
accounted for as collateralized financings and are carried at contractual repurchase/resale amounts plus accrued interest. Our
policy is to obtain possession of collateral with a market value equal to or in excess of the principal amount loaned under the
reverse repurchase agreements. To ensure that the market value of the underlying collateral remains sufficient, the securities are
valued daily, and cash is obtained from or returned to the counterparty when contractually required. These reverse repurchase
agreements generally mature on the next business day, and may result in credit exposure in the event the counterparty to the
transaction is unable to fulfill its contractual obligations. At September 30, 2010, there were no reverse repurchase agreements
with any individual counterparties where the risk of loss exceeded 10% of our stockholder's equity, based on consideration of
collateral value.

Receivables and Allowance for Doubtful Accounts

Brokerage client receivables are principally for amounts due on cash and margin transactions and are generally collateralized by
securities owned by the clients. Receivables from broker-dealer clients are reported at their outstanding principal balance,
adjusted for any allowance for doubtful accounts. When a broker-dealer receivable is considered to be impaired, the amount of
the impairment is generally measured based on the fair value of the securities serving as collateral, which is measured based on
current prices from independent sources such as listed market prices or broker-dealer price quotations. Securities owned by
customers, including those that collateralize margin or other similar transactions, are not reflected in the Consolidated Statement
of Financial Condition.

We offer loans to financial advisors and certain key revenue producers, primarily for recruiting and retention purposes.
These loans are generally repaid over a five to eight year period with interest recognized as earned. Additionally, there are
no fees or costs associated with these loans. We assess future recoverability of these loans through analysis of individual
financial advisor production or other performance standards. In the event that the financial advisor becomes no longer
affiliated with us, any unpaid balance of such loan becomes immediately due and payable to us. In determining the
allowance for doubtful accounts related to former employees, management considers a number of factors including any
amounts due at termination, the reasons for the terminated relationship, the former financial advisor’s overall financial
position, and our historical collection experience. When the review of these factors indicates that further collection activity
is highly unlikely, the outstanding balance of such loan is.written-off and the corresponding allowance is reduced. Loans
outstanding to financial advisors are included in Other Receivables on our Consolidated Statements of Financial Condition.

Securities Borrowed and Securities Loaned

Securities borrowed and securities loaned transactions are reported as collateralized financings and recorded at the amount of
collateral advanced or received. In securities borrowed transactions, we are generally required to deposit cash with the lender.
With respect to securities loaned, we generally receive collateral in the form of cash in an amount in excess of the market value
of securities loaned. We monitor the market value of securities borrowed and loaned on a daily basis, with additional collateral
obtained or refunded, as necessary.

Deposits with Clearing Organizations

Deposits with Clearing Organizations consist of deposits of cash and cash equivalents or other short-term securities held by
other clearing organizations or exchanges.

Financial Instruments Owned, Financial Instruments Sold but Not Yet Purchased and Fair Value

Financial Instruments Owned and Financial Instruments Sold, Not Yet Purchased are recorded at fair value. Fair value is
defined by U.S. GAAP as the exchange price that would be received for an asset or paid to transfer a liability (an exit price) in
the principal or most advantageous market for the asset or liability in an orderly transaction between willing market participants
on the measurement date.

In determining the fair value of our financial instruments in accordance with U.S. GAAP, We use various valuation approaches,
including market and/or income approaches. Fair value is a market-based measure considered from the perspective of a market
participant. As such, even when market assumptions from market participants are not readily available, our own assumptions
reflect those that market participants would use in pricing the asset or liability at the measurement date. U.S. GAAP provides
for the following three levels to be used to classify our fair value measurements:



Level 1-— Financial instruments included in Level 1 are highly liquid instruments with quoted prices in active markets for
identical assets or liabilities. These include equity securities traded in active markets and certain U.S. Treasury securities, other
governmental obligations, or publicly traded corporate debt securities.

Level 2 — Financial instruments reported in Level 2 include those that have pricing inputs that are other than quoted prices in
active markets, but which are either directly or indirectly observable as of the reporting date. Instruments that are generally
included in this category are equity securities that are not actively traded, corporate obligations infrequently traded, certain
government and municipal obligations, certain asset-backed securities (“ABS”) consisting of collateralized mortgage obligations
(“CMO’s”), and certain mortgage-backed securities (“MBS”).

Level 3 — Financial instruments reported in Level 3 have little, if any, market activity and are measured using our best
estimate of fair value, where the inputs into the determination of fair value are both significant to the fair value
measurement and unobservable. These valuations require significant judgment or estimation. Instruments in this category
generally include equity securities with unobservable inputs, certain non-agency CMO’s, certain non-agency ABS and
certain municipal and corporate obligations, which include certain auction rate securities.

U.S. GAAP requires that we maximize the use of observable inputs and minimize the use of unobservable inputs when
performing our fair value measurements. The availability of observable inputs can vary from instrument to instrument and in
certain cases, the inputs used to measure fair value may fall into different levels of the fair value hierarchy. In such cases, an
instrument’s level within the fair value hierarchy is based on the lowest level of input that is significant to the fair value
measurement. Our assessment of the significance of a particular input to the fair value measurement of an instrument requires
judgment and consideration of factors specific to the instrument.

Valuation Techniques

The fair value for certain of our financial instruments is derived using pricing models and other valuation techniques that involve
significant management judgment. The price transparency of financial instruments is a key determinant of the degree of
judgment involved in determining the fair value of our financial instruments. Financial instruments for which actively quoted
prices or pricing parameters are available will generally have a higher degree of price transparency than financial instruments
that are thinly traded or not quoted. In accordance with U.S. GAAP, the criteria used to determine whether the market for a
financial instrument is active or inactive is based on the particular asset or liability. For equity securities, our definition of
actively traded is based on average daily volume and other market trading statistics. We have determined the market for certain
other types of financial instruments, including certain CMOs, ABS and certain collateralized debt obligations, to be inactive as
of Septemnber 30, 2010. As a result, the valuation of these financial instruments included significant management judgment in
determining the relevance and reliability of market information available. We considered the inactivity of the market to be
evidenced by several factors, including a continued decreased price transparency caused by decreased volume of trades relative
to historical levels, stale transaction prices and transaction prices that varied significantly either over time or among market
makers.

The specific valuation techniques utilized for the categorization of financial instruments presented in our Consolidated
Statement of Financial Condition are described below.

When available, we use quoted prices in active markets to determine the fair value of our securities. Such instruments are
classified within Level 1 of the fair value hierarchy. Examples include exchange traded equity securities and liquid government
debt securities.

When instruments are traded in secondary markets and quoted market prices do not exist for such securities, we utilize valuation
techniques including matrix pricing to estimate fair value. Matrix pricing generally utilizes spread-based models periodically re-
calibrated to observable inputs such as market trades or to dealer price bids in similar securities in order to derive the fair value
of the instruments. Valuation techniques may also rely on other observable inputs such as yield curves, interest rates, expected
principal repayments and default probabilities. Instruments valued using these inputs are typically classified within Level 2 of
the fair value hierarchy. Examples include certain municipal debt securities, corporate debt securities, agency MBS, and
restricted equity securities in public companies. We utilize prices from independent services to corroborate our estimate of fair
value. Depending upon the type of security, the pricing service may provide a listed price, a matrix price or use other methods
including broker-dealer price quotations.

Positions in illiquid securities that do not have readily determinable fair values require significant judgment or estimation. For
these securities, which include certain auction rate securities, we use pricing models, discounted cash flow methodologies or
similar techniques. Assumptions utilized by these techniques include estimates of future delinquencies, loss severities, defaults
and prepayments. Securities valued using these techniques are classified within Level 3 of the fair value hierarchy. For certain



CMOs, where there has been limited activity or less transparency around significant inputs to the valuation, such as assumptions
regarding performance of the underlying mortgages, these securities are currently classified as Level 3 even though we believe
that Level 2 inputs will likely be obtainable should markets for these securities become more active in the future.

Property and Equipment

Property, equipment and leasehold improvements are stated at cost less accumulated depreciation and amortization.
Depreciation of assets is primarily provided for using the straight-line method over the estimated useful lives of the assets, which
range from two to seven years for sofiware; two to five years for furniture, fixtures and equipment; and 10 to 31 years for
buildings, building components, building improvements and land improvements. Leasehold improvements are amortized using
the straight-line method over the shorter of the remaining lease term or the estimated useful lives of the assets.

Additions, improvements and expenditures that extend the useful life of an asset are capitalized.

Leases

We lease office space and equipment under operating leases. The lease term commences on the earlier of the date when we
become legally obligated for the rent payments or the date on which we take possession of the property. For tenant
improvement allowances and rent holidays, we record a deferred rent liability in Accrued Expenses and Other Liabilities in the
Consolidated Statement of Financial Condition and amortize the deferred rent over the lease term.

Income Taxes

The results of our operations are included in the consolidated federal and certain consolidated state income tax returns of RJF.
As a result of the inclusion in consolidated filings, the majority of income taxes payable reported on the Statement of Financial
Condition is payable to RJF. Federal and state income taxes are provided, under a tax sharing agreement with RJF, on a pro-
rata method. The objectives of accounting for income taxes are to recognize the amount of taxes payable or refundable for the
current year and deferred tax liabilities and assets for the future tax consequences of events that have been recognized in our
financial statements or tax returns. GAAP recognizes that the final outcome of certain tax positions we may take are uncertain,
and provides standards for reflecting these uncertainties in our financial statements. Judgment is required in assessing the future
tax consequences of events that have been recognized in our financial statements or tax returns. Variations in the actual
outcome of these future tax consequences could materially impact our financial position. See Note 12 of the Notes to the
Consolidated Statement of Financial Condition for further information on our income taxes.

Stock Compensation

Certain employees participate in various RJF incentive stock options and restricted stock plans which provide for the issuance of
RJF common stock. RJF estimates the fair value of share based awards on the date of grant. See Note 13 for further
information.

Foreign Currency Translation

We consolidate our foreign subsidiary. The Statement of Financial Condition of RJG is translated at exchange rates as of the
period end. The gains or losses resulting from translating the foreign currency statement of financial condition into U.S. dollars
are included in Accumulated Other Comprehensive Loss, a component of Stockholder’s Equity.

Legal Reserves

We recognize liabilities for contingencies when there is an exposure that, when fully analyzed, indicates it is both probable that a
liability has been incurred and the amount of loss can be reasonably estimated. When a range of probable loss can be estimated,
we accrue the most likely amount; if not determinable, we accrue the minimum of the range of probable loss.

We record reserves related to legal proceedings in Accrued Expenses and Other Liabilities. The determination of these reserve
amounts requires significant judgment on the part of management. Management considers many factors including, but not
limited to: the amount of the claim; the amount of the loss in the client’s account; the basis and validity of the claim; the
possibility of wrongdoing on the part of our employees; previous results in similar cases; and legal precedents and case law.
Each legal proceeding is reviewed with counsel in each accounting period and the reserve is adjusted as deemed appropriate by
management.



NOTE 3 - CASH AND CASH EQUIVALENTS, ASSETS SEGREGATED PURSUANT TO FEDERAL REGULATIONS
AND DEPOSITS WITH CLEARING ORGANIZATIONS:

Our cash equivalents include money market funds or highly liquid investments not held for resale with original maturities of 90
days or less. The following are financial instruments that are cash and cash equivalents or other investment balances which are

readily convertible into cash as of September 30, 2010:
September 30,
2010

(in thousands)

Cash and Cash Equivalents:

Cash in Banks $ 260,490
Money Market Investments 13
Total Cash and Cash Equivalents 260,503

Cash Segregated Pursuant to Federal Regulations ‘" 1,748,042

Deposits with Clearing Organizations 71,257

Total $ 2,079,802

(1) Consists of cash and cash equivalents maintained in accordance with Rule 15¢3-3 of the Securities Exchange Act of
1934. RJI&A, as a broker-dealer carrying client accounts, is subject to requirements related to maintaining cash or
qualified securities in a segregated reserve account for the exclusive benefit of its clients. Access to this cash is

restricted.

(2) Consists of deposits of cash and cash equivalents or other short-term securities held by other clearing organizations or
exchanges. Access to these deposits is restricted. Deposits with clearing organization to satisfy requirements at
September 30, 2010 include $59,812,000 in cash and $11,445,000 in company owned securities. In addition to our
assets held by clearing organizations, there is an additional $100,603,000 of our clients’ assets from client margined
securities.

NOTE 4 - RECEIVABLES AND PAYABLES:

Receivables from Brokerage Clients:

Receivables from brokerage clients include amounts arising from normal cash and margin transactions and fees receivable.
Margin receivables are collateralized by securities owned by brokerage clients. Such collateral is not reflected in the
accompanying Consolidated Statement of Financial Condition. The amount receivable from clients at September 30, 2010, is as
follows:
September 30,
2010

(in thousands)

Brokerage Client Receivables $ 1,381,190
Allowance for Doubtful Accounts (2,186)
Brokerage Client Receivables, Net $ 1,379,004



Pavables to Brokerage Clients:

Payables to brokerage clients include brokerage client funds on deposit awaiting reinvestment or amounts owed to clients for
securities transactions. We pay interest at varying rates for qualifying client funds on deposit. The following table presents a

summary of such payables at September 30, 2010:

September 30,
2010

(in thousands)

$ 2,115,275

Interest Bearing
311568

Non-Interest Bearing

Total Brokerage Client Payables 3 2,426,843

Receivables from and Payables to Brokers, Dealers and Clearing Organizations:

September 30, 2010
(in thousands)

Receivables from Payables to

Brokers, Dealers Brokers, Dealers

and Clearing and Clearing

Organizations Organizations
Securities Failed to Deliver/Receive $ 47,497 $ - 36,024
Open Transactions, Net 39,577 -
Dividends and Interest 9.449 6.685

Total Receivables from and Payables to Brokers,

Dealers and Clearing Organizations $ 96,523 3 42,709

Fails to deliver represent receivables for securities sold that have not been delivered by us for which settlement date has passed.
Fails to receive represent payables for securities purchased that have not been received by us for which settlement date has
passed. Open transactions are amounts receivable and payable for securities that have not reached the contractual settlement

dates and are recorded net on the consolidated statement of financial condition.

Receivables from Employees:

We make loans to employees, primarily financial advisors, mainly for recruiting and retention purposes. The amount of loans to
employees at September 30, 2010, are included in Other Receivables as follows:

September 30,
2010

(in thousands)

Employee Loans $ 159,366
Allowance for Doubtful Accounts (2.885)

Employee Loans, Net $ 156,481

NOTE 5 - RELATED PARTY TRANSACTIONS:

Pursuant to formal clearing agreements, we clear trades for RJFS, RJFSA and other affiliated entities. We confirm securities
trades, process securities movements, record transactions with clients in their accounts and collect commissions and fees on

behalf of such affiliates.



We participate with our Parent and affiliates in certain expense sharing agreements. Receivable from Affiliates of $10,441,000
at September 30, 2010, which is included in Other Receivables, and Payable to Affiliates of $6,472,000 at September 30, 2010,
reflect amounts receivable and payable for the related party transactions. The related party transactions that result in these
receivables and payables are settled with cash transfers. RJF loans money to us where it is invested on behalf of RJF in
conjunction with our normal proprietary cash investing activities. As of September 30, 2010, there were no loan balances
outstanding between us and RJF for these purposes.

As of September 30, 2010, we had $100,000,000 of cash on deposit with a related party bank.

NOTE 6 - FAIR VALUE:

Recurring Fair Value Measurements

Assets and liabilities measured at fair value on a recurring basis as of September 30, 2010, are presented below:

September 30, 2010

(in thousands)

Quoted Prices in Significant
Active Markets Other Significant
for Identical Observable Unobservable Balance as of
Assets Inputs Inputs September 30,
(Level 1) (Level 2) (Level 3) 2010
Assets:
Marketable Securities:
Municipal and Provincial Obligations $ - 3 162,071 $ - 3 162,071
Corporate Obligations 20 16,986 - 17,006
Government and Agency Obligations 23,059 9,520 - 32,579
Agency MBS & CMOs 304 278,274 - 278,578
Non-Agency CMOs & ABS - 4.367 - 4,367
Total Debt Securities 23,383 471,218 - 494,601
Equity Securities 8,209 1,182 - 9,391
Other Securities 48 1.593 - 1,641
Total Marketable Securities 31,640 473,993 - 505.633
Not Readily Marketable Securities:
Municipal and Provincial Obligations - - 6,275 6,275
Non-Agency CMOs & ABS - - 3,930 3,930
Equity Securities - - 3.070 3.070
Total Not Readily Marketable Securities - - 13.275 13.275
Total $ 31,640 § 473,993 $ 13275  §$ 518,908
Liabilities:
Securities Sold, Not Yet Purchased:
Municipal and Provincial Obligations $ - 3 296 $ - 3 296
Corporate Obligations - 676 - 676
Government and Agency Obligations 99,631 - - 99,631
Agency MBS & CMOs 105 - - 105
Total Debt Securities 99,736 972 - 100,708
Equity Securities 6,606 12,773 - 19.379
Total Securities Sold, Not Yet Purchased $ 106,342 $ 13,745 $ - $ 120,087

We had no significant transfers of financial instruments between Level 1 and Level 2 during the year ended September 30, 2010.



Fair Value Option

The fair value option is an accounting election that allows the reporting entity to apply fair value accounting for certain financial
assets and liabilities on an instrument by instrument basis. As of September 30, 2010, we have elected not to choose the fair
value option for any of our financial assets and liabilities not already required to be recorded at fair value.

Other Fair Value Disclosures

The financial instruments we hold are recorded at fair value in the Consolidated Statement of Financial Condition.

The following represent financial instruments in which the ending balance at September 30, 2010 are not carried at fair value on
our Consolidated Statement of Financial Condition:

Short-term Financial Instruments: The carrying value of short-term financial instruments, including cash and cash equivalents,
assets segregated pursuant to federal regulations and repurchase agreements are recorded at amounts that approximate the fair
value of these instruments. These financial instruments generally expose us to limited credit risk and have no stated maturities
or have short-term maturities and carry interest rates that approximate market rates.

Receivables and Other Assets: Brokerage client receivables, receivables from broker-dealers and clearing organizations,
securities borrowed receivables, other receivables and certain other assets are recorded at amounts that approximate fair value.

Loans Payable: The fair value of the mortgage note payable associated with the financing of our home office complex is based
upon an estimate of the current market rates for similar loans.

Payables: Brokerage client payables, payables due to broker-dealers and clearing organizations, securities loaned payables, and
certain other liabilities are recorded at amounts that approximate fair value.

For those financial instruments which the fair value is not reflected on the Consolidated Statement of Financial Condition, we
have estimated their fair value in part, based upon our assumptions, the estimated amount and timing of future cash flows and
estimated discount rates. Different assumptions could significantly affect these estimated fair values. Accordingly, the net
realizable values could be materially different from the estimates presented below. In addition, the estimates are only indicative
of the value of individual financial instruments and should not be considered an indication of our fair value. We are not required
to disclose the fair value of non-financial instruments including property, equipment and leasehold improvements.

The carrying amounts and estimated fair values of our financial instruments that are not carried at fair value at September 30,
2010, are as follows:

September 30,2010
(in thousands)

Carrying Estimated
Amount Fair Value
Financial Liabilities:
Loans Payable $ 168,009 $ 168,836




NOTE 7 - SECURITIES OWNED AND SECURITIES SOLD, NOT YET PURCHASED:

Marketable Securities Owned and Securities Sold, Not Yet Purchased consist of trading and investment securities at fair value as
follows:

September 30, 2010
(in thousands)

Securities

Securities Sold, Not
Owned, at Yet Purchased,

Fair Value at Fair Value
Marketable Securities:

Municipal and Provincial Obligations $ 162,071 $ 296
Corporate Obligations 17,006 676
U.S. Government and Agency Obligations 32,579 99,631
Agency MBS & CMOs 278,578 105
Non-Agency CMOs & ABS 4,367 -
Equity Securities 9,391 19,379
Other Securities 1,641 -
Total Marketable Securities $ 505,633 $ 120,087

Securities not readily marketable include investment securities (a) for which there is no market on a securities exchange or no
independent publicly quoted market, (b) that cannot be publicly offered or sold unless registration has been effected under the
Securities Act of 1933, or (c) that cannot be offered or sold because of other arrangements, restrictions, or conditions applicable
to the securities or to us.

Not Readily Marketable Securities Owned consists of securities at estimated air value as follows:

September 30,
2010

(in thousands)

Not Readily Marketable Securities:
Municipal and Provincial Obligations $ 6,275
Non-Agency CMOs & ABS 3,930
Equity Securities

3.070

Total Not Readily Marketable Securities $ 13,275

See Note 6 for information regarding the fair value of Securities Owned and Securities Sold, Not Yet Purchased.



NOTE 8 - PROPERTY AND EQUIPMENT:

September 30,
2010

(in thousands)

Land $ 8,406
Construction in Process 2,111
Buildings, Leasehold and Land Improvements 148,092
Furniture, Fixtures, and Equipment 112,137
Software 51,385
Software Development 4,585
326,716

Less: Accumulated Depreciation and Amortization ____(187.816)
Property and Equipment, Net $ 138,900

NOTE 9 - LOANS PAYABLE:

The following table presents our available financing arrangements with third-party lenders as of September 30, 2010:

September 30, 2010
(in thousands)

Secured Unsecured Total
Committed ' $ 350,000 $ - $ 350,000
Uncommitted 305,100 250,000 555,100
Total $ 655,100 $ 250,000 $ 905,100

Committed secured facilities provided by commercial banks in our name include a $100,000,000 bilateral repurchase agreement,
a $150,000,000 tri-party repurchase agreement, and a $100,000,000 line of credit. The required market value of the collateral

ranges from 102% to 133%.

Uncommitted secured facilities in our name include $185,100,000 in lines of credit provided by commercial banks and
$120,000,000 in tri-party repurchase agreements with related companies RJFS and Raymond James Bank. Uncommitted

unsecured facilities provided by commercial banks in our name included $250,000,000 in lines of credit.

The interest rates for all of our financing facilities are variable and are based on the Fed Funds rate or LIBOR. For the fiscal
year ended September 30, 2010, interest rates on the utilized financing facilities ranged from (on a 360 days per year basis)

0.75% to 2.75%.
The following summarizes our Loans Payable as of September 30, 2010:
September 30,

2010
(in thousands)

Mortgage Note Payable $ 56,009
Bank Loans 112,000

Total Loans Payable $ 168,009



Secured and unsecured borrowings are day-to-day and are generally utilized to finance fixed income securities. As of
September 30, 2010, included in Loans Payable, we had secured bank loans outstanding of $62,000,000 and unsecured bank
loans outstanding of $50,000,000. For the $62,000,000 secured bank loan as of September 30, 2010, we pledged securities with
a market value of $64,506,000.

At September 30, 2010, in addition to the secured and unsecured borrowings described above, there were collateralized
financings outstanding in the amount of $233,346,000. These other collateralized financings are included in Securities Sold
Under Agreements to Repurchase on the Consolidated Statement of Financial Condition. These financings are collateralized by
non-customer, RJ&A-owned securities.

Included in Loans Payable is a mortgage loan of $56,009,000 for the financing of our headquarters office complex. The
mortgage loan bears interest at 5.7% and is secured by land, buildings, and improvements with a net book value of $62,320,000
at September 30, 2010. Principal payments under this mortgage note payable for the succeeding fiscal years are as follows:

September 30,
2010

(in thousands)

Fiscal 2011 $ 3,255
Fiscal 2012 3,445
Fiscal 2013 3,647
Fiscal 2014 3,860
Fiscal 2015 4,086
‘Thereafter 37.716

Total $ 56,009

NOTE 10 - FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET RISK:

In the normal course of business we purchase and sell securities as either principal or agent on behalf of our clients. If either the
client or counterparty fails to perform, we may be required to discharge the obligations of the nonperforming party. In such
circumstances, we may sustain a loss if the market value of the security is different from the contract value of the transaction.

We also act as an intermediary between broker-dealers and other financial institutions whereby we borrow securities from one
broker-dealer and then lend them to another. Securities borrowed and securities loaned are carried at the amounts of cash
collateral advanced and received in connection with the transactions. We measure the market value of the securities borrowed
and loaned against the cash collateral on a daily basis. The market value of securities borrowed and securities loaned was
$173,832,000 at September 30, 2010. The contract value of securities borrowed and securities loaned was $179,648,000 and
$194,851,000, respectively, at September 30, 2010. Additional cash is obtained as necessary to ensure such transactions are
adequately collateralized. If another party to the transaction fails to perform as agreed (for example, failure to return a security
loaned or failure to return cash collateral we provided for securities borrowed), we may incur a loss if the market value of the
security is different from the contract amount of the transaction.

We have also loaned, to broker-dealers and other financial institutions, securities owned by clients and others for which we have
received cash. The market value of securities loaned was $499,210,000 at September 30, 2010. The contract value of securities
loaned was $503,331,000 at September 30, 2010. If a borrowing institution or broker-dealer does not return a security, we may
be obligated to purchase the security in order to return it to the owner. In such circumstances, we may incur a loss equal to the
amount by which the market value of the security on the date of non-performance exceeds the value of the collateral received
from the financial institution or broker-dealer.

We have sold securities that we do not currently own and will, therefore, be obligated to purchase such securities at a future
date. We have recorded a liability of $120,087,000 at September 30, 2010 which represents the market value of such securities.
We are subject to loss if the market price of those securities not covered by a hedged position increases subsequent to fiscal year
end. We utilize short positions on government obligations and equity securities to economically hedge long proprietary
inventory positions. At September 30, 2010, we had $99,736,000 in short positions on government obligations and $1,149,000
in short positions on equity securities which represented economical hedge positions.
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We enter into security transactions on behalf of our clients and other brokers involving forward settlement. Forward contracts
provide for the delayed delivery of the underlying instrument. The contractual amounts related to these financial instruments
reflect the volume and activity but do not reflect the amounts at risk. The gain or loss on these transactions is recognized on a
trade date basis. Transactions involving future settlement give rise to market risk, which represents the potential loss that can be
caused by a change in the market value of a particular financial instrument. Our exposure to market risk is determined by a
number of factors, including the duration, size, composition and diversification of positions held; the absolute and relative levels
of interest rates; and market volatility. The credit risk for these transactions is limited to the unrealized market valuation gains
recorded in the Consolidated Statement of Financial Condition.

The majority of our transactions, and consequently, the concentration of our credit exposure is with clients, broker-dealers and
other financial institutions in the U.S. These activities primarily involve collateralized arrangements and may result in credit
exposure in the event that the counterparty fails to meet its contractual obligations. Our exposure to credit risk can be directly
impacted by volatile securities markets which may impair the ability of counterparties to satisfy their contractual obligations.
We seek to control its credit risk through a variety of reporting and control procedures, including establishing credit limits based
upon a review of the counterparties’ financial condition and credit ratings. We monitor collateral levels on a daily basis for
compliance with regulatory and internal guidelines and request changes in collateral levels as appropriate.

NOTE 11 - NET CAPITAL REQUIREMENTS:

As a registered broker-dealer, we are subject to the requirements of the Uniform Net Capital Rule (Rule 15¢3-1) under the
Securities Exchange Act of 1934. As a member firm of the NYSE and FINRA, we are also subject to their rules, whose
requirements are substantially the same. Rule 15¢3-1 requires that aggregate indebtedness, as defined, not exceed 15 times net
capital, as defined. Rule 15¢3-1 also provides for an “alternative net capital requirement” which we have elected. It requires
that the minimum net capital, as defined, be equal to the greater of $250,000 or two percent of Aggregate Debit Items arising
from client transactions. FINRA may require a member firm to reduce its business if its net capital is less than four percent of
Aggregate Debit Items and may prohibit a member firm from expanding its business and declaring cash dividends if its net
capital is less than five percent of Aggregate Debit Items. Our net capital position at September 30, 2010, is as follows:

September 30,
2010

(in thousands)

Net Capital $ 253,341

Less: Required Net Capital (29.169)
Excess Net Capital $ 224,172
Net Capital as a Percent of Aggregate Debit Items 17.37%

At September 30, 2010, our deposit requirement for the proprietary accounts of introducing brokers was $1,614,000.
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NOTE 12 - FEDERAL AND STATE INCOME TAXES:

The cumulative effects of temporary differences that give rise to significant portions of the deferred tax asset (liability)
items are as follows:

September 30,
2010

(in thousands)

Deterred Tax Assets:

Capital Expenditures $ 2,875
Accrued Expenses 13,045
Deferred Compensation 17,965
Other 2.854

Total Deferred Tax Assets 36,739

Deferred Tax Liabilities:

Accelerated Depreciation 349
Total Deferred Tax Liabilities 349
Net Deferred Tax Assets . $ 36,390

We have a deferred tax asset at September 30, 2010. No valuation allowance is required at September 30, 2010, as
management believes it is more likely than not that the deferred tax asset is realizable based the ability to net losses against
consolidated taxable income of the affiliated group, carryback losses against prior year consolidated taxable income and
expectations of future taxable income.

The current tax receivable from RJF, included in Other Receivables, was $2,560,000 as of September 30, 2010.

At September 30, 2010 our liability for unrecognized tax benefits was $933,000. Interest and penalties accrued as of
September 30, 2010 was $263,000.

The aggregate changes in the liability for unrecognized tax benefits was as follows:
September 30,

2009
(in thousands)

Liability for Unrecognized Tax Benefits at October 1, 2009 3 961
Increases for Tax Positions Related to the Current Year 330
Decreases for Tax Positions Related to Prior Years 27
Reductions Due to Lapsed Statute of Limitations (331)
Liability for Unrecognized Tax Benefits at September 30, 2010 $ 933

We are included in the consolidated income tax returns of RJF in the U.S. federal jurisdiction and certain consolidated
states. We also file separate income tax returns in certain states and local jurisdictions. With few exceptions, we are no
longer subject to U.S. federal, state and local income tax examination by tax authorities for years prior to fiscal year 2010
for federal tax returns and fiscal year 2006 for state and local tax returns. Certain transactions occurring in fiscal year 2010
are currently being examined under the IRS Compliance Assurance Program. This program accelerates the examination of
key issues in an attempt to resolve them before the tax return is filed. Certain state and local returns are also currently
under various stages of audit. The fiscal year 2010 IRS audit and state audits in process are expected to be completed in the
fiscal year 201 1.
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NOTE 13 - EMPLOYEE BENEFIT PLANS:

We participate in various qualified and non-qualified savings, incentive stock option and restricted stock plans of RJF along
with other affiliated companies. RJF allocates the cost of providing these plans to us based on the actual cost per employee.
The qualified plans include profit sharing, employee stock ownership, 401(k), employee stock purchase and incentive stock
options plans. The profit sharing plan and employee stock ownership plan (“ESOP”) provide certain death, disability or
retirement benefits for all employees who meet certain service requirements, these plans are noncontributory.
Contributions by RJF, if any, are determined annually by RJF’s Board of Directors on a discretionary basis. The profit
sharing plan and ESOP benefits become fully vested after six years of qualified service. The 401(k) plan provides for us to
match 100% of the first $500 and 50% of the next $500 of compensation deferred by each participant annually. The
employee stock purchase plan allows employees to choose each year to have up to 20% of their annual compensation
specified to purchase RJF’s common stock. Share purchases in any calendar year are limited to the lesser of 1,000 shares or
shares with a fair market value of $25,000. The purchase price of the stock is 85% of the market price on the day prior to
the purchase date. Non-qualified plans, available to only select employees, include a Long-Term Incentive Plan (“LTIP”),
restricted stock, stock bonus, stock options and employee investment funds. LTIP is a non-qualified deferred compensation
plan that provides benefits to employees who meet certain compensation or production requirements. Contributions to the
qualified plans, and the LTIP contribution for management, are made in amounts approved annually by RJF’s Board of
Directors.

Certain employees participate in various RJF incentive stock options and restricted stock plans which provide for the
issuance of RJF common stock. These awards are forfeitable in the event the employee is no longer associated with us,
other than for death, disability or retirement. RJF measures compensation expense for share-based awards made to our
employees based on estimated fair values on the date of grant and allocates the expense to us. The expense with our Parent
is subsequently settled through a cash transfer. Compensation cost is recognized for all stock-based compensation with
future service requirements over the applicable vesting periods using the straight-line method. Options granted before
August 21, 2008 are exercisable in the 36th to 72nd months following the date of grant and only in the event that the
grantee is an employee of ours at that time, disabled, deceased or recently retired. Options granted on or after August 21,
2008 are exercisable in the 36th to 72nd months following the date of grant and only in the event that the grantee is an
employee of ours or has terminated within 45 days, disabled, deceased or recently retired.

The fair value of each fixed option grant for these plans is estimated on the date of grant using the Black-Scholes option
pricing model with the following weighted average assumptions used for stock option grants in fiscal year 2010:

September 30,
2010
Dividend Yield 1.81%
Expected Volatility 54.44%
- Risk-free Interest Rate 2.57%
Expected Lives 5.0 yrs

The dividend yield assumption is based on RJF’s current declared dividend as a percentage of the stock price. The expected
volatility assumption is based on RJF’s historical stock price and is a weighted average combining (1) the volatility of the
most recent year, (2) the volatility of the most recent time period equal to the expected lives assumption, and (3) the
annualized volatility of the price of RJF stock since the late 1980°s. The risk-free interest rate assumption is based on the
U.S. Treasury yield curve in effect at the time of grant of the options. The expected lives assumption is based on the
average of (1) the assumption that all outstanding options will be exercised at the midpoint between their vesting date and
full contractual term and (2) the assumption that all outstanding options will be exercised at their full contractual term.
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Under RJF’s stock option plans, our Parent may grant options to certain of our employees. The following activity occurred

in fiscal year 2010:

September 30, 2010
Weighted
Average
Grant Date
Shares Fair Value ($)

Granted 939,100 $ 10.83
Vested (238,607) $ 7.77
Forfeited (76,220) § 8.66

Under RIF’s restricted stock plans, our Parent may grant restricted shares of RJF common stock to certain of our
employees. The following activity occurred in fiscal year 2010:

September 30, 2010
Weighted
Average
Grant Date
Shares/Units Fair Value ($)

Granted 537,210 $ 24.45
Vested - (946,119) $ 24.86
Forfeited (80,030) § 24.50

NOTE 14 - COLLATERAL.:

At September 30, 2010 the following approximate market value of securities received (for this purpose, “collateral”) that are not
reflected on our Consolidated Statement of Financial Condition where we have the right under contract or custom to repledge:

September 30,
2010

(in thousands)

Sources of Collateral:

Securities Purchased Under Agreements to Resell $ 91,004
Securities Received in Securities Borrowed vs. Cash Transactions 237,298
Collateral Received for Margin Loans 1.167.603

Total $ 1,495,905

During the year certain of these securities were repledged. At September 30, 2010 the approximate market values of this portion
of collateral and financial instruments that we own and pledged were:

September 30,
2010

(in thousands)

Uses of Collateral and Trading Securities:

Securities Sold Under Agreements to Repurchase $ 251,394
Securities Delivered in Securities Loaned vs. Cash Transactions 673,042
Collateral Used for Cash Loans 64,506
Collateral Used for Deposits at Clearing Organizations 111.891

Total $ 1,100,833
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We utilize client margined securities to satisfy deposits with clearing organizations. At September 30, 2010, we had client
margined securities valued at $100,603,000 pledged with a clearing organization to meet our requirement of $100,595,000.

NOTE 15 - COMMITMENTS AND CONTINGENCIES:

Long-term lease agreements expire at various times through fiscal 2021. Minimum annual rental payments under such
agreements for the succeeding five fiscal years are approximately:

September 30,
2010

(in thousands)

Fiscal 2011 $ 30,533
Fiscal 2012 26,429
Fiscal 2013 22,260
Fiscal 2014 17,201
Fiscal 2015 14,155
Thereafter 29,598

Tota s 140176

Certain leases contain rent holidays, leasehold improvement incentives, renewal options and escalation clauses.

In the normal course of business, we enter into underwriting commitments. As of September 30, 2010, we had no open
transactions related to such commitments.

We offer loans to our financial advisors mainly for recruiting or retention purposes. These commitments are contingent upon
certain events occurring, including but not limited to the financial advisor joining us and meeting certain production
requirements. In certain circumstances, we may make commitments prior to funding them. As of September 30, 2010, we have
made commitments of approximately $6,554,000 in loans that have not yet been funded.

As a result of the extensive regulation of the financial services industry, we are subject to regular reviews and inspections by
regulatory authorities and self-regulatory organizations, which can result in the imposition of sanctions for regulatory violations,
ranging from non-monetary censure to fines and, in serious cases, temporary or permanent suspension from conducting
business. In addition, from time to time, regulatory agencies and self-regulatory organizations institute investigations into
industry practices, which can also result in the imposition of such sanctions.

In connection with Auction Rate Securities (“ARS”), we have been subject to ongoing investigations, with which we are
cooperating fully, by the SEC, the New York Attorney General's Office and Florida’s Office of Financial Regulation. We have
been in discussions with the regulatory authorities in an effort to resolve the investigations. We believe we have meritorious
defenses, and therefore, any action by a regulatory authority to compel us to repurchase the outstanding ARS held by our clients
would likely be vigorously contested by us.

We, in conjunction with other industry participants, continue to actively seek a solution to ARS” illiquidity. This includes issuers
restructuring and refinancing the ARS, which has met with some success. Should restructurings and refinancings continue, then
clients’ holdings could be reduced further. During fiscal year 2010, a large mutual fund sponsor redeemed several of their ARS
issues, however, there can be no assurance these refinancings will continue. If we were to consider resolving pending claims,
inquiries or investigations by offering to repurchase all or a significant portion of these ARS from certain clients, we would have
to have cash or borrowing power to do so. Further, if such repurchases were made at par value there could be a market loss if the
value of the underlying securities’ value is less than par and any such loss could adversely affect our results of operations.

At the present time, we do not have sufficient cash on hand to repurchase all or a significant portion of the outstanding ARS held
by our clients and remain in compliance with all regulatory capital requirements. In such an event, any repurchase would need
to be arranged or financed in coordination with our Parent. The financing could be through bank borrowings or with cash raised
through a debt or equity offering by our Parent. Both of which, while possible but not necessarily assured, would take some
time.

17



We are named in a class action lawsuit, Defer LP vs. Raymond James Financial, Inc., et al., filed in April, 2008 in the United
States District Court for the Southern District of New York. The case is similar to those filed against a number of brokerage
firms alleging various securities law violations relating to the adequacy of disclosure in connection with the marketing and sale
of ARS. The complaint seeks class action status, compensatory damages and costs and disbursements, including attorneys’ fees.
In September 2010, the court granted Raymond James’ motion to dismiss with respect to all but two counts against Defendant
Raymond James & Associates, while simultaneously limiting the class period to 3 2 months beginning November 2007 and
ending February 13, 2008. We have filed an Answer and Affirmative Defenses to the remaining allegations and intend to
defend the case vigorously.

We are a defendant or co-defendant in various lawsuits and arbitrations incidental to our securities business as well as other
corporate litigation. We are contesting the allegations in these cases and believe that there are meritorious defenses in each of
these lawsuits and arbitrations. In view of the number and diversity of claims against us, the number of jurisdictions in which
litigation is pending and the inherent difficulty of predicting the outcome of litigation and other claims, we cannot state with
certainty what the eventual outcome of pending litigation or other claims will be. In the opinion of our management, based on
current available information, review with outside legal counsel, and consideration of amounts provided for in the
accompanying Statement of Financial Condition with respect to these matters, ultimate resolution of these matters will not have
a material adverse impact on our financial position. However, resolution of one or more of these matters may have a material
effect on the results of operations in any future period, depending upon the ultimate resolution of those matters and upon the
level of income for such period.
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KPMG LLP

Suite 1700

100 North Tampa Street
Tampa, FL 33602-5145

Report of Independent Registered Public Accounting Firm on
Internal Control Required by Rule 17a-5

The Board of Directors
Raymond James & Associates, Inc.:

In planning and performing our audit of the consolidated financial statements of Raymond James &
Associates, Inc. and subsidiaries (a wholly owned subsidiary of Raymond James Financial, Inc.) (the
Company) as of and for the year ended September 30, 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 consolidated 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 compliance with such practices and
procedures that we considered relevant to the objectives stated in Rule 17a-5(g), in the following:

Making the periodic computations of aggregate debits and net capital under Rule 17a-3(a)(11) and the
reserve required by Rule 15¢3-3(e).

1. Making the quarterly securities examinations, counts, verifications, and comparisons, and the
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.

3. Obtaining and maintaining physical possession or control of all fully paid and excess margin
securities of customers as required by Rule 15¢3-3.

In addition, as required by Regulation 1.16 of the Commodity Futures Trading Commission (CFTC), we
have made a study of the practices and procedures followed by the Company including consideration of
control activities for safeguarding customer and firm assets. This study included tests of such practices and
procedures that we considered relevant to the objectives stated in Regulation 1.16, in making the periodic
computations of minimum financial requirements pursuant to Regulation 1.17. Because the Company does
not carry customer commodities positions, carry customer contracts of sale of any commodity for future
delivery or perform custodian functions relating to such commodities or contracts, we did not review the
practices and procedures followed by the Company in any of the following:

KPMG LLP is a Delaware limited liability partnership,
the U.S. member firm of KPMG International Cooperative
(“KPMG International”), a Swiss entity.
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1. The daily computations of the segregation requirements of Section 4d(a)(2) of the Commodity
Exchange Act and the regulations thereunder, and the segregation of funds based on such
computations; and

2. The daily computations of the foreign futures and foreign options secured amount requirements
pursuant to Regulation 30.7 of the CFTC.

The management of the Company is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraphs. 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 paragraphs and to assess whether those
practices and procedures can be expected to achieve the SEC’s and the CFTC’s above-mentioned
objectives. Two of the objectives of internal control and the practices and procedures are to provide
management with reasonable but not absolute assurance that assets for which the Company has
responsibility are safeguarded against loss from unauthorized use or disposition, and that transactions are
executed in accordance with management’s authorization and recorded properly to permit the preparation
of financial statements in conformity with U.S. generally accepted accounting principles. Rule 17a-5(g)
and Regulation 1.16(d)(2) list additional objectives of the practices and procedures listed in the preceding
paragraphs.

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 deficiency in internal control 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 and correct 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 a combination of deficiencies, in internal control, such that there is
a reasonable possibility that a material misstatement of the entity’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, second and third
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 and certain regulated commodity customer and firm assets 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 and
third paragraphs of this report are considered by the SEC and CFTC to be adequate for their purposes in
accordance with the Securities Exchange Act of 1934, the Commodity Exchange Act, 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 and third paragraphs of
this report, were adequate at September 30, 2010, to meet the SEC’s and CFTC’s objectives.
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This report is intended solely for the information and use of the Board of Directors, management, the SEC,
the CFTC, the Financial Industry Regulatory Authority (FINRA), and other regulatory agencies that rely
on Rule 17a-5(g) under the Securities Exchange Act of 1934 or Regulation 1.16 of the CFTC or both in
their regulation of registered broker-dealers and futures commission merchants, and is not intended to be
and should not be used by anyone other than these specified parties.

KPMe LLP

November 24, 2010
Certified Public Accountants
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