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OATH OR AFFIRMATION

IR Susan M. BEvans , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Firgt State Financial Management, Inc. . as

of December 31 , 20 11 , are true and correct. [ further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

L i
Signature
President
Title
!\ ‘ :
WYSPAV/ . @&UV? G B e 5l e
Notary Public a SHEFNA DAVIS .
BLIC-HOTARY SEAL
ORI

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

(a) Facing Page.

(b} Statement of Financial Condition.

{c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders” Equity or Partners’ or Sole Proprictors’ Capital.

(f} Statement of Changes in Liabilities Subordinated to Claims of Creditors.

{g) Computation of Net Capital.

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

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(J) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

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

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit,

FOT. FRANCOIS
N # 10020784
=0 January 12, 201
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®¥*For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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CERTIFIED PUBLIC ACCOUNTANTS Phone (314) 845-6050 Fax (314) 845-5902

Independent Auditors’ Report

The Board of Directors
First State Financial Management, Inc.:

We have audited the accompanying statement of financial condition of First State Financial
Management, Inc. (the Company) as of December 31, 2011, and the related statements of
income, changes in stockholder’s equity, and cash flows for the year then ended that are filed
pursuant to Rule 17a-5 under the Securities Exchange Act of 1934. These financial statements
are the responsibility of the Company’s management. Our responsibility is to express an opinion
on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of First State Financial Management, Inc. as of December 31, 2011, and
the results of its operations and its cash flows for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the financial statements as a
whole. The supplementary information contained in Schedule 1 required by Rule 17a-5 under
the Securities Exchange Act of 1934 is presented for purposes of additional analysis and is not a
required part of the financial statements. Such information is the responsibility of management
and was derived from and relates directly to the underlying accounting and other records used to
prepare the financial statements. The information has been subjected to the auditing procedures
applied in the audit of the financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the financial statements or to the financial statements themselves, and
other additional procedures in accordance with auditing standards generally accepted in the
United States of America. In our opinion, the information is fairly stated in all material respects
in relation to the financial statements as a whole.

M Pecttce ¥Rooowates P. .

St. Louis, Missouri
January 20, 2012

L Division for CPA FirmsAICPA 1




FIRST STATE FINANCIAL MANAGEMENT, INC.

Statement of Financial Condition

December 31, 2011

ASSETS

Cash
Money market fund with clearing organization
Notes receivable — officer and employee (note 4)
Commissions receivable
Premises and equipment, net (note 2)
Goodwill
Other assets
Total assets

LIABILITIES AND STOCKHOLDER’S EQUITY

Accrued expenses
Deferred income taxes payable (note 3)
Total liabilities

Commitments and contingencies (note 6)

Stockholder’s equity (note 5):
Common stock, $1 par value; 250,000 shares authorized,
100,000 shares issued and outstanding
Additional paid-in capital
Retained earnings
Total stockholder’s equity

See accompanying notes to financial statements.

$ 84,529
180,474
66,000
67,865
240,743
1,532,096
33,147

$ 2,204,854

$ 88,443
19,193
107,636

100,000
315,000
1,682,218
2,097,218

$ 2,204,854

Cummings, Ristau & Associates, P.C.



FIRST STATE FINANCIAL MANAGEMENT, INC.

Statement of Income

Year ended December 31, 2011

Revenues:
Commissions $ 1,085,687
Interest income 31
Other income 2,400
Total revenues 1,088,118

Expenses:
Employee compensation and benefits (note 7) 701,541
Occupancy and equipment (notes 2 and 4) 69,595
Office supplies and postage 37,418
Subscriptions and services 30,571
Clearing broker charges and expense 25,164
Telecommunications 20,337
Travel and entertainment 13,161
Advertising 11,757
Other expenses 37,514
Total expenses 947,058
Net income before taxes 141,060
Income tax expense (note 3) 54,437
Net income $ __ 86,623

See accompanying notes to financial statements.

Cummings, Ristau & Associates, P.C.



FIRST STATE FINANCIAL MANAGEMENT, INC.
Statement of Changes in Stockholder’s Equity

Year ended December 31, 2011

Additional
paid-in capital

Common

stock
Balance at December 31, 2010 $ 100,000
Net income =
Balance at December 31, 2011 $ 100,000

See accompanying notes to financial statements.

315,000

315,000

Retained
earnings Total
1,595,595 2,010,595
86,623 86,023
1,682,218 2,097,218

Cummings, Ristau & Associates, P.C.



FIRST STATE FINANCIAL MANAGEMENT, INC.

Statement of Cash Flows

Year ended December 31, 2011

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cash
provided by operating activities:
Depreciation expense
Deferred income tax benefit
Decrease in commissions receivable
Decrease in accrued expenses
Other, net
Net cash provided by operating activities
Cash flows from investing activities:
Advances under notes receivable
Purchases of furniture and equipment
Net cash used in investing activities
Cash flows from financing activities
Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

Supplemental information — cash paid for federal and state
income taxes

See accompanying notes to financial statements.

§ 86,623

22,748
(1,122)
4,364
(10,604)
(9.670)
92,339

(30,000)
(2,862)
(32.862)

59,477
205,526
$ 265,003

$_98,717

Cummings, Ristau & Associates, P.C.



FIRST STATE FINANCIAL MANAGEMENT, INC.

Notes to Financial Statements

December 31, 2011

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

First State Financial Management, Inc. (the Company), a wholly owned subsidiary of First State
Bancshares, Inc., is a broker-dealer registered with the Securities and Exchange Commission
(SEC) and a member of the Financial Industry Regulatory Authority (FINRA). The Company
was incorporated under the laws of Missouri in 1985. The Company operates as a fully
disclosed introducing broker and does not maintain customer accounts or securities.

The accounting and reporting policies of the Company conform to generally accepted accounting
principles within the broker-dealer industry. Following is a description of the more significant of
the Company’s accounting practices:

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

Commissions
Commission income and expenses, as well as related clearing expenses, are recorded on a
settlement date basis, which does not differ materially from a trade date basis.

Premises and Equipment

Premises and equipment are carried at cost less accumulated depreciation. When retired or
otherwise disposed of, the original cost and accumulated depreciation are removed from the
respective accounts and the net difference, less any amount realized from disposition, is reflected
in operations.

Depreciation is computed on the straight-line method for financial reporting purposes as follows:
building and improvements — seven to 39 years; furniture and fixtures — five to ten years;
computer equipment — three years.

Premises and equipment are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount of the assets may not be recoverable. In such
situations, recoverability of assets to be held and used would be measured by a comparison of the
carrying amount of the assets to future net cash flows expected to be generated by the assets. If
such assets were considered to be impaired, the impairment to be recognized would be measured
by the amount by which the carrying amount of the assets exceeded the fair value of the assets,
using observable market prices.

6 Cummings, Ristau & Associates, P.C.



FIRST STATE FINANCIAL MANAGEMENT, INC.
Notes to Financial Statements

(continued)

Goodwill
The excess of the consideration given in the Company’s acquisition by First State Bancshares,

Inc. over the fair value of the net assets acquired is recorded as goodwill, an intangible asset on
the Company’s statement of financial condition. Goodwill is the Company’s only intangible
asset with an indefinite useful life, and the Company is required to test the intangible asset for
impairment on an annual basis. Impairment is measured as the excess of carrying value over the
fair value of an intangible asset with an indefinite life. No impairment write-downs were

required in 2011.

Income Taxes

The Company is included in the consolidated federal and state income tax returns of First State
Bancshares, Inc. Applicable income taxes are computed based on reported income and expenses,
adjusted for permanent differences between reported and taxable income. Penalties and interest
assessed by income taxing authorities are included in income tax expense in the year assessed,
unless such amounts relate to an uncertain tax position. The Company had no uncertain tax
positions at December 31, 2011.

The Company uses the asset and liability method of accounting for income taxes, in which
deferred tax assets and liabilities are recognized for the estimated future tax consequences
attributable to differences between the financial statement carrying amounts of existing assets
and liabilities and their respective tax bases. Deferred tax assets and liabilities are measured
using enacted tax rates in effect for the year in which those temporary differences are expected to
be settled. The effect on deferred tax assets and liabilities of a change in tax rates is recognized
in the period which includes the enactment date.

The most recent examination of First State Bancshares, Inc.’s consolidated federal income tax
returns covered the years ended December 31, 2004, 2003, and 2002. First State Bancshares,
Inc. has not had a state income tax examination by the State of Missouri Department of Revenue
for several years. The consolidated federal and state income tax returns of First State
Bancshares, Inc. are generally subject to examination by the Internal Revenue Service or State of
Missouri Department of Revenue for three years after such returns are filed.

Cash and Cash Equivalents
The Company considers the money market fund with its clearing organization to be a cash

equivalent.

Subsequent Events
The Company has considered all events occurring subsequent to December 31, 2011 for possible
disclosures through January 20, 2012, the date these financial statements were available to be

1ssued.

7 Cummings, Ristau & Associates, P.C.



FIRST STATE FINANCIAL MANAGEMENT, INC.

Notes to Financial Statements

(continued)

NOTE 2 - PREMISES AND EQUIPMENT
A summary of premises and equipment at December 31, 2011 is as follows:

Land $ 30,213
Building and improvements 375,538
Furniture, fixtures, and equipment 239.472

645,223

Less accumulated depreciation 404,480
$ 240,743

Depreciation expense charged to operations for the year ended December 31, 2011 was $22,748.

The Company leases certain premises and equipment from its affiliate, First State Community
Bank (as described more fully in note 4 below). Total rent expense incurred for the year ended
December 31, 2011 was $35,455.

NOTE 3 - INCOME TAXES
The components of income tax expense (benefit) for the year ended December 31, 2011 are as

follows:

Current:
Federal $ 47,890
State 7,669
Deferred 1,122)

$ 54437

A reconciliation of expected income tax expense computed by applying the federal statutory rate
of 34% to income before applicable income taxes for the year ended December 31, 2011 is as
follows:

Expected statutory federal

income tax $ 47,961
State tax, net of related federal benefit 5,062
Other, net 1.414

$ 54,437

The tax effects of temporary differences which give rise to deferred tax liabilities at
December 31, 2011 are presented below:

Premises and equipment $ 15439
Prepaid expense 3,754
Total deferred tax liabilities § 19,193

8 Cummings, Ristau & Associates, P.C.



FIRST STATE FINANCIAL MANAGEMENT, INC.

Notes to Financial Statements

(continued)

NOTE 4 - RELATED PARTY TRANSACTIONS

The Company has advanced Susan M. Evans, an officer of the Company, an insurance premium
loan under a split-dollar life insurance arrangement. This is a zero-interest loan payable on
demand. The officer has executed a collateral assignment agreement that provides that the
Company will be reimbursed from the policy value an amount equal to the cumulative premium
advances upon the occurrence of specific events. Cumulative advances under this agreement to

Ms. Evans totaled $36,000.

In 2011, the Company made a $30,000 loan to an employee. The loan will be forgiven by the
Company in installments of $10,000 each on February 1, 2012, 2013, and 2014 if the employee
remains employed by the Company through 2014.

The Company occupies space inside certain First State Community Bank locations, another
wholly owned subsidiary of First State Bancshares, Inc. Rent is being charged to the Company
on these facilities based on a percentage of the commission revenue generated at those facilities.
Total rent expense incurred by the Company from First State Community Bank was $31,255 for
the year ended December 31, 2011.

NOTE 5 - NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule
(SEC Rule 15¢3-1), which requires the maintenance of minimum net capital and requires that the
ratio of aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1. At
December 31, 2011, the Company had net capital of $176,822, which was $126,822 in excess of
its required minimum net capital of $50,000. The Company’s aggregate indebtedness to net
capital ratio was 0.61 to 1.

NOTE 6 - COMMITMENTS AND CONTINGENCIES
Company management is unaware of any legal matters that may have arisen in the normal course
of business which could result in any material liability to the Company.

NOTE 7 - EMPLOYEE BENEFITS

The Company participates in a contributory 401(k) profit sharing plan sponsored by First State
Bancshares, Inc. with provisions for Company matching contributions. Essentially all employees
meeting certain age and service requirements are eligible to participate in the plan. Company
matching contributions charged to expense totaled $19,951 in 2011.

Cummings, Ristau & Associates, P.C.
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Schedule 1

FIRST STATE FINANCIAL MANAGEMENT, INC.

Computation of Net Capital Under Rule
15¢3-1 of the Securities and Exchange Commission

December 31, 2011

Net capital:
Total stockholder’s equity
Deductions:
Nonallowable assets:
Notes receivable — officer and employee
Commissions receivable
Premises and equipment
Goodwill
Other nonallowable assets
Total nonallowable assets
Haircuts on money market fund with clearing organization
Net capital

Aggregate indebtedness:
Accrued expenses
Deferred income taxes payable
Total aggregate indebtedness

Minimum net capital requirement
Excess net capital
Ratio of aggregate indebtedness to net capital

Reconciliation with Company’s computation of net capital:
Net capital, as reported in Company’s Part ITA (unaudited)
FOCUS report
Deferred tax benefit not recorded
Adjustment to commissions receivable
2011 revenue not recorded
Adjustment for interest earned not recorded
Net capital per above

See accompanying independent auditors’ report.

$ 2,097,218

(66,000)
(54,800)
(240,743)
(1,532,096)
(23,147)
(1,916,786)

(3,610)
$ _ 176,822

$ 88,443
19,193
$ 107,636

$ 50,000
$ 126,822

0.61to1

$ 175,881
1,235
(101)
(191)
___ (@

$ 176,822

Cummings, Ristau & Associates, P.C.
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R CERTIFIED PUBLIC ACCOUNTANTS Phone (314) 845-6050 Fax (314) 845-5902

Independent Auditors’ Supplementary
Report on Internal Control Structure

The Board of Directors
First State Financial Management, Inc.:

In planning and performing our audit of the financial statements of First State Financial
Management, Inc. (the Company), as of and for the year ended December 31, 2011, in
accordance with auditing standards generally accepted in the United States of America, we
considered the Company’s internal control over financial reporting (internal control) as a basis
for designing our auditing procedures for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the
Company’s intemnal 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 tests of
compliance with such practices and procedures that we considered relevant to the objectives
stated in Rule 17a-5(g), in making the periodic computations of aggregate indebtedness and net
capital under Rule 17a-3(a)(11) and for determining compliance with the exemptive provisions
of Rule 15¢3-3. Because the Company does not carry securities accounts for customers or
perform custodial functions relating to customer securities, we did not review the practices and
procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons, and
recordation of differences required by Rule 17a-13.

2. Complying with the requirements for prompt payment for securities under Section 8
of Federal Reserve Regulation T of the Board of Governors of the Federal Reserve
System.

The management of the Company is responsible for establishing and maintaining internal control
and the practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected
benefits and related costs of controls, and of the practices and procedures referred to in the
preceding paragraph, and to assess whether those practices and procedures can be expected to
achieve the SEC’s previously mentioned objectives. Two of the objectives of internal control
and the practices and procedures are to provide management with reasonable but not absolute
assurance that assets for which the Company has responsibility are safeguarded against loss from
unauthorized use or disposition and that transactions are executed in accordance with
management’s authorization and recorded properly to permit the preparation of financial
statements in conformity with generally accepted accounting principles. Rule 17a-5(g) lists
additional objectives of the practices and procedures listed in the preceding paragraph.

‘ Member
L Divisionfor CPAFirms AICPA




Cummings, Ristau & Associates, PC.

CERTIFIED PUBLIC ACCOUNTANTS

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
internal controls 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 combination of deficiencies, in internal control, such that
there is a reasonable possibility that a material misstatement of the Company’s financial
statements will not be prevented, or detected and corrected, on a timely basis.

Our consideration of internal control was for the limited purpose described in the first and
second paragraphs and would not necessarily identify all deficiencies in internal control that
might be material weaknesses. We did not identify any deficiencies in internal control that we
consider to be material weaknesses, as defined previously.

We understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the SEC to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934 and related regulations, and that practices
and procedures that do not accomplish such objectives in all material respects indicate a material
inadequacy for such purposes. Based on this understanding and on our study, we believe that the
Company’s practices and procedures, as described in the second paragraph of this report, were
adequate at December 31, 2011 to meet the SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors, management,
the SEC, the Financial Industry Regulatory Authority, Inc., and other regulatory agencies that
rely on Rule 17a-5(g) under the Securities Exchange Act of 1934 in their regulation of registered
brokers and dealers, and is not intended to be and should not be used by anyone other than these
specified parties.

W Peotece ¥-Roogceates P C.

St. Louis, Missouri
January 20, 2012
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CERTIFIED PUBLIC ACCOUNTANTS Phone (314) 845-6050 Fax (314) 845-5902

Independent Accountants’ Report

The Board of Directors
First State Financial Management, Inc.

In accordance with Rule 17a-5(e)(4) under the Securities Exchange Act of 1934, we have
performed the procedures enumerated below with respect to the General Assessment
Reconciliation (Form SIPC-7) to the Securities Investor Protection Corporation (SIPC) for the
year ended December 31, 2011, which were agreed to by First State Financial Management, Inc.
(the Company) and the Securities and Exchange Commission, Financial Industry Regulatory
Authority, Inc., and SIPC, solely to assist you and the other specified parties in evaluating the
Company’s compliance with the applicable instructions of the Form SIPC-7. The Company’s
management is responsible for the Company’s compliance with those requirements. This
agreed-upon procedures engagement was conducted in accordance with attestation standards
established by the American Institute of Certified Public Accountants. The sufficiency of these
procedures is solely the responsibility of those parties specified in this report. Consequently, we
make no representation regarding the sufficiency of the procedures described below either for the
purpose for which this report has been requested or for any other purpose. The procedures we
performed and our findings are as follows:

1. Compared the listed assessment payments in Form SIPC-7 with respective cash
disbursement records, noting no differences;

2. Compared the amounts reported on the audited Form X-17A-5 for the year ended
December 31, 2011, as applicable, with the amounts reported in Form SIPC-7 for the
year ended December 31, 2011, noting no differences;

3. Compared any adjustments reported in Form SIPC-7 with the Company’s internal
financial records, noting no differences;

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

5. Noted there was no overpayment computed with the Form SIPC-7 of the assessment
originally computed.

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.

‘ Niember
L Divisionfor CPAFirmsAICPA




CERTIFIED PUBLIC ACCOUNTANTS

Cummings, Ristau & Associates, PC.

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.

ormirag g Fecrece ¥-Rosocates D C.

St. Louis, Missouri
January 20, 2012



SECURITIES INVESTOR PROTECTION CORPORATION
P.O. Box 92185 g{}?gi{l?tﬁdo&c, 20080-2185

General Assessment Reconcillation
For the Yiscal year endnd DRGember. 31 . 011

{Reas cotetully 12e ingtructions in your Warking Copy bedere complafing this Form)

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

SIPG-7

{33-REV 7110

SIPG-7

(33-REV 7410}

1. Name of Member, nddress, Designated Examining Authotidy, 1934 Act registiation nt. and month in which fiscal year ends tor

purposes of the audit requiremant of SEC Rule 17a-5

’ Hoete: if any of the information shown an the
FINRA  DEC mailing label requires correction, pleasa a-mail
FIRST STATE FINANCIAL MANAGEMENT INC  20°20 any carrections ta tarm@sipe.arg and so

225 E COLUMBIA ST indicate an the farm hed.
FARMINGTON MO 83040-3108

Name and telephone number of parson 1o
contagl respecting this torm,

L |

2. A, General Assessment {item 2a from page 2 5 61.85
B. Lexss payment made with SIPC-8 filed {axctude interest) { 53.59
7/12/11
Date Paid
€. Lass ptiar averpaymant applied { 0
I Assessment balance due or (overpayment) 8.26
E. interesy computed on late paymen! {see instruction £} for days al 20% pet annum 0
F. Total assessment balance and interest dut {or overpaymant carried forward) 5 8.26

G. PAID WiTH THIS FORM:
GCheck gnclosed, payable 10 SIPC
Tatal {mus! e same as F above} ) $ 8.26

H. Overpayment caerigd forward $ 0 i

3. Subgitiaties {8} and predecessors (P) included in this form {give nama and 1934 Act registration number):

The SIPC member submitting this torm and the

persgn by whom il is execuled reprasent thateby Fir State Financial management
that all infgrmation contained hareln s true, conect s} T TR Errare e et e
and complate. a8t Carbn N nmm%
1R 1112 88 ST ./
Dated the 1 Othay ot January ceoll President
RECH

This form and the assessment paymeant (s due 6D days after the end of the tiscal year. Retaln the Working Copy of this form

for a period of not less than § years, the latest 2 yoars in an caslly accessible place.

& Datas:

= Postmarked Received Reviewed

vy _

‘% Catculations — Documentation
e«

s Exceptions:

i

« Disposition of excepions:

Forward Copy



DETERMINATION OF "SIPC NET OPERATING REVENUES”

AND GENERAL ASSESSMENT

item Hao.

& Addibons.

26, Daduttions:

Amaunis for the liscal period
beginning01-01  , 2011
and ending 12-31 .. 2011

Eliminate conts

2d. SIPC Net Operating Revenuas

9. Yols! teepoyp (FQOUS Lang 12:Part A Ling 8§, Cade 4030} §1088412.
{11 Total ravenues from the securities business of subsidiarias (axcapt foreign subsidiares) ang
predecessers nat inclyded abave. [¢]
{81 N#1 loss trom pringipal ransattions in seguntias v tading accounly, 0
{37 Net loss Trom peongipal tansachong in commodities in («ading accounis, 0
[4] interest and div:dend gapanse dadutied in delermining item 23, 0
{51 et joss from management ol or particigalisn <n the underwriting a1 g:stribution of sepunties, 0
if} Expences other than sdverlising, printing, registration fees and legal 1ees deducted in datarmining net 0
profit fram matagement o or participation in yrderwsitiag of distrouton of sgcurities.
(7] Netlogs from securities in invesiment accaunty,
Tetal add:tiens
{1 Rewenges trom the distrdution of shares of a ragisterad ppan and investment conpasy ot unit
investmant tust, from the sale of variabie annyities, from the businesy of insurance, fram invastaant
advisory setwizes rendered 1o registerad investaan) companies ot nsuranie conpany separats 1036208
aceounls, andg from dansactions in security fuberes pradusts. s
171 Revenues hrom commodily transactions. 0
{3} Commissions, Hoor brokerape and tlesranes paid 1o othar SIPC members in cannectios with
securifies transactions, 25064,
£4) Reimburgerents for postage 1 conngction with proxy sekizisation, 0
{57 Met gain from secatities in investmant accaunts. 0
{fi1 1HO% of commussions and markups earned from lransactions in {i) certilicates of depesis and
(i) Treasuey bilts, bankers arceplances or commarcial paper that mature nine months or less
from issuance date. 0
(7} Direct expenses ol prating agvertising and legal fees incurrad in conrection with other revernue 0
rplated 1o the securities business {revenup defined by Section 18{9H{L) of the Acti,
(8) Otret ravenua nol ralatag vither dirsctly or indirgctly ta she securitles businass.
iSa¢ inshruction GJ
rent 2400
{Daductions  excess of $100.000 require documentation;
191 {01 Totat intazest and dividend expense (FOCUS Line 22/PART HA Line 13,
Code 4075 plus ting 2bi4) above) but not in gxcess
of 10tal intetest and dividend incoms. 5.0
ili] 40% of margin 'nterest eatned on tustomers secuntiag
actounts (40% of FOCUS line §. Code 35601 L 0
Enter the graater of ling {i) ot {ii} 0
Tatat deductions 1063672,
¢ 24740.
§ 61.85

2w, Genaral Azsessment @ 0023

{to page 1, ling 2A.0



