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OATH OR AFFIRMATION

[, Carolyn M. Dobbs , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Thornburg Securities Corporation , 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:

ﬂx“ é 227 40 up b

Slgnature

Financial/Operations Principal

Title

tar)é?li’l%a, M\7’ COVYWVM«SSI.DV) CSLP!(&S'.

ThlS report ** coftains (check all applicable boxes): A'Pyi' ' H aoll_l
i ]

Bl (a) Facing Page.

&l (b) Statement of Financial Condition.

@ (c) Statement of Income (Loss).

(B (d) Statement of Changes in Financial Condition.

@ (¢) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

[0 (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

B (g) Computation of Net Capital.

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

[0 (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.

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

(1) An Oath or Affirmation.

[J (m) A copy of the SIPC Supplemental Report.

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

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

Suite 700

Two Park Square

6565 Americas Parkway NE
PO Box 3990

Albuguerque, NM 87190

Report of Independent Registered Public Accounting Firm

The Stockholders
Thornburg Securities Corporation:

We have audited the accompanying balance sheets of Thornburg Securities Corporation (the Company)
(an S Corporation) as of December 31, 2011 and 2010, and the related statements of operations,
stockholders’ equity, and cash flows for the years 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 audits.

We conducted our audits 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 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 also includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements,
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide 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 Thornburg Securities Corporation as of December 31, 2011 and 2010, and the results
of its operations and its cash flows for the years then ended, in conformity with U.S. generally accepted
accounting principles.

Our audits were conducted for the purpose of forming an opinion on the financial statements as a whole.
The supplementary information contained in the schedule 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 taken as a whole.

KPMe P

February 22,2012

KPMG LLP is a Delaware fimited liability partnership,
the U.S. member firm of KPMG Internationat Cooperative
{“KPMG Intemnational”), a Swiss entity.



THORNBURG SECURITIES CORPORATION

(An S Corporation)

Balance Sheets

December 31, 2011 and 2010

Assets

Cash and cash equivalents
Investment in Thornburg New Mexico Intermediate Municipal
Fund (cost of $1,243,816 in 2011 and $1,198,870 in 2010)
Receivables:
Distributor’s commissions
Related party (note 3)
Other
Prepaid expenses
Other assets
Property and equipment (net of accumulated depreciation of
$69,880 and $95,863 in 2011 and 2010, respectively)

Liabilities and Stockholders’ Equity
Liabilities:
Accounts payable and accrued expenses (notes 5 and 6)
Stockholders’ equity (note 2):

Class A common stock of $1 par value. Authorized
10,000 shares; issued and outstanding 2,500 shares and
2,500 shares in 2011 and 2010, respectively

Class B common stock of $1 par value, nonvoting.
Authorized 10,000 shares; issued and outstanding
1,500 shares and 1,500 shares in 2011 and 2010, respectively

Additional paid-in capital

Retained earnings

Total stockholders’ equity

Commitments and contingencies (notes 5, 6, 7, 9, and 10)

See accompanying notes to financial statements.

2011 2010
$ 7,537,426 7,675,320
1,288,297 1,191,052
118,798 352,259
1,159,173 60,271
— 80,132
180,081 95,987
3,300 3,300
26,277 23,126
$ 10,313,352 9,481,447
$ 5,084,654 4,639,946
2,500 2,500
1,500 1,500
1,152,153 1,152,153
4,072,545 3,685,348
5,228,698 4,841,501
$ 10,313,352 9,481,447




THORNBURG SECURITIES CORPORATION

(An S Corporation)

Statements of Operations

Years ended December 31, 2011 and 2010

Revenues:

Distributor’s commissions

Interest (note 3)

Gain (loss) on investments in Thornburg New Mexico Intermediate
Municipal Fund, net, including unrealized loss of $44,248 in 2011
and $(18,308) in 2010

Customer service

Marketing reimbursement (note 3)

Miscellaneous

Expenses (note 3):
Commissions
Salaries
Bonus
Profit sharing and 401(k) plan (note 5)
Travel
Rent (note 3)
Payroll taxes
Insurance
Meals and entertainment
Licenses and fees
Computer
Telephone
Legal and accounting
Supplies
Miscellaneous
Contract employment
Training and education
Dues and subscriptions
Depreciation
Loss on disposal of property and equipment

Net income (loss)

See accompanying notes to financial statements.

2011 2010

$ 3,105,521 2,433,624
44,248 43,057
52,997 (17,278)
19,876 19,878
17,598,515 15,293,452
15,137 28,275
20,836,294 17,801,008
11,556,567 10,939,855
2,904,848 2,620,660
1,844,756 1,438,188
824,867 556,720
752,363 610,958
686,431 374,940
479,336 531,480
407,070 357,155
404,414 329,119
89,954 77,038
88,626 63,089
70,608 70,701
66,696 84,032
64,300 45,359
58,535 45914
50,982 39,952
48,664 60,733
34,440 24,628
14,151 12,049
1,489 —
20,449,097 18,282,570
$ 387,197 (481,562)




Balances at December 31, 2009
Net loss
Balances at December 31, 2010

Net income
Balances at December 31, 2011

See accompanying notes to financial statements.

THORNBURG SECURITIES CORPORATION
(An S Corporation)

Statements of Stockholders’ Equity
Years ended December 31, 2011 and 2010

Additional Total
Common stock paid-in Retained stockholders’
Class A Class B capital earnings equity
$ 2,500 1,500 1,152,153 4,166,910 5,323,063
— — — (481,562) (481,562)
2,500 1,500 1,152,153 3,685,348 4,841,501
— — — 387,197 387,197
$ 2,500 1,500 1,152,153 4,072,545 5,228,698




THORNBURG SECURITIES CORPORATION

(An S Corporation)

Statements of Cash Flows

Years ended December 31, 2011 and 2010

Cash flows from operating activities:
Net income (loss)
Adjustments to reconcile net income (loss) to net cash flows from
operating activities:
Depreciation
(Gain) loss on investments in Thornburg mutual funds
Loss on disposal of property and equipment
Change in assets and liabilities:
Distributor’s commissions receivable
Related-party receivables
Other receivables
Prepaid expenses
Accounts payable and accrued expenses

Net cash flows from operating activities

Cash flows from investing activities:
Purchase of property and equipment
Purchases of investments in Thornburg mutual funds

Net cash flows from investing activities
Net decrease in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

See accompanying notes to financial statements.

$

2011 2010
387,197 (481,562)
14,151 12,049
(52,997) 17,278
1,489 —
233,461 (242,346)
(1,098,902) (60,271)
80,132 (79,963)
(84,094) (1,792)
444,708 595,021
(74,855) (241,586)
(18,791) (20,112)
(44,248) (41,742)
(63,039) (61,854)
(137,894) (303,440)
7,675,320 7,978,760
7,537,426 7,675,320
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THORNBURG SECURITIES CORPORATION
(An S Corporation)

Notes to Financial Statements

December 31, 2011 and 2010

Summary of Significant Accounting Policies

(@)

(b)

(©

(d)

(e)

Nature of Business

Thornburg Securities Corporation (the Company or Thornburg), a Delaware corporation, is the
distributor for the Thornburg Investment Trust (the Trust). The Trust is a Massachusetts business
trust.

The Company is a registered broker-dealer under the Securities Exchange Act of 1934, engaged in
the business of general securities brokerage and the rendering of other financial services related to its
general securities business. Accounts are offered on a fully disclosed basis through contractual
agreements with clearing brokers.

The primary source of revenue for the Company (not including marketing reimbursements;
see note 3) is distributor commissions. In addition, the Company also served as an introducing broker
for certain transactions not involving Thornburg funds through June 30, 2010. The Company’s
revenue from distributor commissions and marketing reimbursement is dependent upon future
marketing and sales of the Thornburg family of mutual funds.

Investment Securities

Shares of Thornburg New Mexico Intermediate Municipal Fund (affiliate) are stated at market value,
and unrealized gains or losses are recognized in the statements of operations using the
specific-identification method. Interest and dividend income is recorded as earned.

Commissions

Commissions are recorded on a trade-date basis as sales of Thornburg mutual funds occur.

Property and Equipment

Property and equipment are stated at cost. Depreciation on all property and equipment is computed
using straight-line method based upon useful lives of three to seven years. Cost of repairs and
maintenance is charged to expense as incurred.

Income Taxes

The Company is treated as an S Corporation for income tax purposes whereby the income or loss of
the Company is reflected in the individual tax returns of its stockholders. Accordingly, the financial
statements do not reflect federal and state income taxes. The Company has adopted Financial
Accounting Standards Board (FASB) Staff Position No. FIN 48, Accounting for Uncertainty in
Income Taxes, included in Accounting Standards Codification (ASC) Subtopic 740-10 — Income
Taxes — Overall. Due to the Company’s tax status, this does not have significant effect on the
balance sheets or statements of operations as of or for the years ended December 31, 2011 and 2010.
The Company has not recorded any provisions for uncertain tax positions and no interest or penalties
have been accrued.

6 (Continued)
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THORNBURG SECURITIES CORPORATION
(An S Corporation)

Notes to Financial Statements

December 31, 2011 and 2010

Cash and Cash Equivalents

For purposes of the statements of cash flows, the Company considers investments in highly liquid
interest-bearing accounts with maturities of less than three months to be cash equivalents.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. These estimates and the underlying assumptions affect the amounts of assets and
liabilities reported and are based on management’s best estimates and judgment. Management
evaluates its estimates and assumptions on an ongoing basis using historical experience, the current
economic environment, and other factors, which management believes to be reasonable under the
circumstances. Such estimates and assumptions are adjusted when facts and circumstances dictate.
Illiquid credit markets; volatile equity, foreign currency, and energy markets; and declines in
consumer spending have combined to increase the uncertainty inherent in such estimates and
assumptions. As future events and their effects cannot be determined with precision, actual results
could differ significantly from these estimates. Changes in those estimates resulting from continuing
changes in the economic environment will be reflected in the financial statements of future periods.

Fair Value Measurements

The Company defines fair value as the price that would be received to sell an asset or paid to transfer
a liability in an orderly transaction between market participants at the measurement date.
ASC Topic 820, Fair Value Measurements, establishes a fair value hierarchy that prioritizes the
inputs to valuation techniques used to measure fair value. The hierarchy gives the highest priority to
unadjusted quoted prices in active markets for identical assets or liabilities (Level 1 measurements)
and the lowest priority to measurements involving significant unobservable inputs (Level 3
measurements). The three levels of the fair value hierarchy are as follows:

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

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

. Level 3 inputs are unobservable inputs for the asset or liability.

The Company had only Level 1 assets that included cash and cash equivalents and investment in
Thornburg New Mexico Intermediate Municipal Fund at December 31, 2011 and 2010.

7 (Continued)
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THORNBURG SECURITIES CORPORATION
(An S Corporation)

Notes to Financial Statements

December 31, 2011 and 2010

In January 2010, the FASB issued Accounting Standards Update (ASU) 2010-06, Fair Value
Measurements and Disclosures (Topic 820): Improving Disclosures about Fair Value
Measurements, which provides additional disclosures for transfers into and out of Levels 1 and 2 and
for activity in Level 3. The Company adopted the provisions of the ASU in 2010, except for the
requirements to provide the Level 3 activity for purchases, sales, issuances, and settlements on a
gross basis, which were adopted in 2011. The adoption of ASU 2010-06 did not have a material
effect on the Company’s financial statements as there were no transfers into or out of Level 1.

The Company follows the provisions of ASC Topic 820 to fair value measurements of nonfinancial
assets and nonfinancial liabilities that are recognized or disclosed at fair value in the financial
statements on a nonrecurring basis. The Company had no such assets or liabilities at December 31,
2011 and 2010.

Stock Ownership

All of the Company’s outstanding Class A common stock and 20% of its outstanding Class B common
stock are held by one individual (the Director). In addition, although not owned by the individual, 27% of
the Company’s outstanding Class B common stock is held in trust for the benefit of that individual’s
descendants.

Transactions with Related Parties

The Thornburg family of mutual funds were organized and formed by the Company and Thornburg
Investment Management, Inc. (TIM). TIM is an affiliate, which is wholly owned by the Company’s
stockholders. During the normal course of operations, the Company incurs costs related to the marketing
and sales of the Thornburg family of mutual funds. As determined by written agreement between the
Company and TIM, TIM pays the Company for these marketing and sales efforts. These costs were
$17,598,515 and $15,293,452 for the years ended December 31, 2011 and 2010, respectively, and are
included in various expense categories in the accompanying statements of operations. Additionally, the
Company has recorded receivables from TIM in the amounts of $1,159,173 and $60,271 as of
December 31, 2011 and 2010, respectively. Also, see note 4.

In March 2009, the Company relocated its corporate headquarters into a building owned by Ridgetop Road
LLC (Ridgetop Road), which is a wholly owned subsidiary of TIM. The rent paid to TIM and subsequently
passed on to Ridgetop Road was $680,156 and $366,480 for the years ended December 31, 2011 and 2010,

respectively.

During the years ended December 31, 2011 and 2010, the Company earned $44,248 and $41,742,
respectively, in interest income from its cash equivalents and investments with Thornburg mutual funds.

8 (Continued)
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THORNBURG SECURITIES CORPORATION
(An S Corporation)

Notes to Financial Statements
December 31, 2011 and 2010

Sale of Fee Rights

During 2000, the Company entered into an agreement to sell the rights to receive contingent deferred sales
charges, other fees, and prepaid commissions associated with certain Class B shares of the Thormnburg
family of mutual funds to an unrelated party on an ongoing basis. Pursuant to the agreement, the Company
sold the fee rights associated with Class B shares at its cost. Effective in August 2009, the financing
commitment component of the B share program formally terminated. The Company retained servicing
responsibilities for which it will receive annual servicing fees of $4,000.

During 2000, the Company entered into an agreement to sell the rights to receive contingent deferred sales
charges, other fees, and prepaid commissions associated with certain Class C shares of the Thornburg
family of mutual funds to TIM on an ongoing basis. Pursuant to the agreement, the Company sold the fee
rights associated with Class C shares at its cost, which approximated $16,995,962 and $15,651,541 in 2011
and 2010, respectively, and retained the servicing responsibilities.

Profit Sharing and 401(k) Plan

The Company sponsors a profit sharing plan for which substantially all employees are eligible. Annual
contributions are made in the amounts determined by the Company’s director. During 2011 and 2010, the
Company made profit sharing contributions of approximately $492,423 and $484,500, respectively, on
behalf of its employees. Under the provisions of the plan, participants begin vesting in benefits after two
years and are fully vested upon completion of six years of service.

The Company has a 401(k) safe harbor plan for which substantially all employees are eligible. Under the
plan, the Company contributes 3% of each employee’s annual compensation (as defined in the plan), up to
certain dollar limits as specified by federal law. Employees may contribute any amount up to the maximum
allowable by law. The Company’s contribution is made regardless of whether the employee chooses to
contribute additional amounts. Under the plan, employees are 100% vested in all company nonelective
contributions as well as all personal deferrals. Company 401(k) contributions were approximately
$182,060 and $181,000 for 2011 and 2010, respectively.

The amount included in accounts payable and accrued expenses is $522,828 and $342,889 related to the
profit sharing and 401(k) plans combined liability at December 31, 2011 and 2010, respectively.

The profit sharing plan was initially funded using employees’ shares of the Thornburg Value Fund and the
Thornburg International Value Fund held in the profit sharing plan. These shares were transferred to the
401(k) plan and maintain their original vesting schedule as described above.

Deferred Compensation

The Company has a deferred compensation plan for the Regional Sales Managers and Inside Sales
Managers and awarded amounts are based on actual sales of mutual funds in the respective territories
equivalent to .65bps. The awarded amount is accrued monthly and recorded as an accrued liability. The
Regional Sale Managers vest in the amount held in the deferred compensation account over a five-year
period. The amount included in accounts payable and accrued expenses is $3,405,622 and $3,050,018
related to this liability at December 31, 2011 and 2010, respectively.

9 (Continued)
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THORNBURG SECURITIES CORPORATION
(An S Corporation)

Notes to Financial Statements
December 31, 2011 and 2010

Net Capital Requirements

As a registered broker-dealer, the Company is subject to the Securities and Exchange Commission
Uniform Net Capital Rule (Rule 15¢3-1), which requires the maintenance of a minimum net capital of the
greater of $100,000 or 6 %% of total liabilities and requires that the ratio of aggregate indebtedness to net
capital shall not exceed 15 to 1 at December 31, 2011 and 2010, respectively. The Company had excess net
capital of $3,387,935 and $3,960,597 and had aggregate indebtedness to net capital ratios of 1.36 to 1 and
1.09 to 1 at December 31, 2011 and 2010, respectively.

Reserve Requirements

The Company acts as an introducing broker, which clears all transactions, with and for customers, on a
fully disclosed basis with a clearing broker-dealer. The Company promptly transmits all customer funds
and securities to the clearing broker-dealer, which carries all of the accounts of such customers, and
maintains and preserves such books and records pertaining thereto pursuant to the requirements of
Rule 17a-3 and Rule 17a-4. As such, the Company is exempt from the reserve requirements under
Rule 15¢3-3.

Contingencies

In the normal course of business, the Company is subject to claims, litigation, investigations, and
proceedings. Management of the Company believes that such matters will not have a material adverse
effect on the Company’s financial position, results of operations, or liquidity.

Subordinate Liabilities

As of and during the years ended December 31, 2011 and 2010, the Company had no liabilities
subordinated to the claims of general creditors.

Subsequent Events

The Company has evaluated subsequent events from the balance sheet date through February 22, 2012, the
date at which the financial statements were available to be issued, and determined there are no other items
to disclose.

10
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THORNBURG SECURITIES CORPORATION
(An S Corporation)

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

December 31, 2011

Net capital:

Total stockholders’ equity per the accompanying financial statements $ 5,228,698
Deduct:

Assets which are not readily convertible into cash (1,402,262)

Haircuts on money market funds and investment securities (90,181)

Excess deductible portion of liability insurance (9,321)

Net capital 3,726,934

Minimum net capital required 338,999

Excess net capital $ 3,387,935

Aggregate indebtedness — accounts payable and accrued expenses $ 5,084,654

Ratio of aggregate indebtedness to net capital 136.43

The above computation of net capital materially agrees with the computation of the Company on the
FOCUS Form X-17A-5, Part 1A, as of December 31, 2011, filed by the Company on January 11, 2012.

See accompanying independent auditors’ report.
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THORNBURG SECURITIES CORPORATION
(An S Corporation)

Internal Control Report Required by SEC Rule 17a-5(g)(1)
for a Broker-Dealer Claiming an Exemption from SEC Rule 15¢3-3

December 31, 2011



KPMG LLP

Suite 700

Two Park Square

6565 Americas Parkway NE
PO Box 3990

Albuquerque, NM 87190

Report of Independent Registered Public Accounting Firm on
Internal Control Pursuant to Securities Exchange Commission Rule 17a-5

The Stockholders
Thornburg Securities Corporation:

In planning and performing our audit of the financial statements and supplemental schedule of Thornburg
Securities Corporation (the Company) (an S Corporation) 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 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 making the periodic
computations of aggregate indebtedness (or aggregate debits) and net capital under Rule 17a-3(a)(11) and
for determining compliance with the exemptive provisions of Rule 15¢3-3. Because the Company does not
carry securities accounts for customers or perform custodial functions relating to customer securities, we
did not review the practices and procedures followed by the Company in any of the following:

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

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 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 generally accepted accounting principles. Rule 17a-5(g) lists additional objectives of the
practices and procedures listed in the preceding paragraph.

Because of inherent limitations in internal control and the practices and procedures referred to above,
errors or fraud may occur and not be detected. Also, projection of any evaluation of them to future periods
is subject to the risk that they may become inadequate because of changes in conditions or that the
effectiveness of their design and operation may deteriorate.

13
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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 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 and second
paragraphs and would not necessarily identify all deficiencies in internal control that might be material
weaknesses. We did not identify any deficiencies in internal control and control activities for safeguarding
securities that we consider to be material weaknesses, as defined previously.

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

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

KPMes LLP

February 22, 2012
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