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OATH OR AFFIRMATION

|, Mark Rogers , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Alchemy Alternatives, Inc. , as
of December 31 ,2011 , 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:

None

DARLENE SWIATLU
D Commission # 1839634
";-m ); 7] Notary Public - Catifornia
. Santa Clara County

™My Comm. Expires Mar 7, 2013 President & CEQO
\\,\,LL Jlmg\«_\t’nk:-

Notary Public

Z
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Title

1s 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 Proprietors’ 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.

(3) 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.

NOXNRORRRRX

XNRXE O

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

alternatives

Subject: Annual Report

Please find attached your copy of the 2011 Annual Report of Aichemy Alternatives, Inc.

This report has been prepared by an independent certified public accountant and contains a summary
of Alchemy Alternatives, Inc. financial activity for the year ended December 31, 2011.

To the best of my knowledge and belief, the information contained in this document is accurate and
complete.

Sincerely,

W5

Mark Rogers
President
Alchemy Alternatives, Inc.

Date Signed: February 22, 2012

777 Mariners Island Blvd. Suite 750 San Mateo, CA 94404 Tel 415 738-6220 Fax 415 480-8889
Member FINRA/SIPC
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125 E Lake Street, Ste. 303

MC MICHAEL COGLIANESE CPA, P.C. Bloomingdale, IL 60108

tel 630-351-8942 fax 630-351-4346
CERTIFIED PUBLIC ACCOUNTANTS WWW.COgCpa.com

OFFICES:
Chicago
Bloomingdale

INDEPENDENT AUDITORS' REPORT

Board of Directors
Alchemy Alternatives, Inc.
San Mateo, California

We have audited the accompanying statement of financial condition of Alchemy Alternatives, Inc (the "Company”), as
of December 31, 2011, and the related statements of operations and changes in stockholders' equity and its cash
flow for the year ended December 31, 2011 that you are filing pursuant to Rule 17-a-5 under the Securities and
Exchange Act of 1934. These financial statements are the responsibility of the management of the Company. 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 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 overalt 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 Alchemy Alternatives, Inc. as of December 31, 2011, and the results of its operations and changes in its
stockholders' equity and its cash flows for the year then ended, in conformity with accounting principles generaily
accepted in the United States of America.

Our audit was made for the purpose of forming an opinion on the basic financial statements taken as a whole. The
information in the supplemental information is presented for purposes of additional analysis and is not a required part
of the basic financial statements, but are supplementary information required by rule 17-a-5 of the Securities and
Exchange Act of 1934. Such information has been subjected to the auditing procedures described above and, in our
opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a whole.

Mt Cofpunst (28 P.C.

Bloomingdale, IL
February 17, 2012



ALCHEMY ALTERNATIVES, INC.

STATEMENT OF FINANCIAL CONDITION

December 31, 2011

Assets

Cash and cash equivalents $ 1,111,896

Accounts receivable 305,822

Prepaid expenses 317
Total assets $ 1,418,035

Liabilities and stockholders' equity

Liabilities
Accounts payable $ 30,409
Other liabilities 141,159
Total liabilities 171,568

Stockholders’ equity

Common stock (no par value, 100 shares issued and outstanding) 100
Paid in capital 874,900
Retained earnings 371,467
Total stockholders' equity 1,246,467
Total liabilities and stockholders' equity $ 1,418,035

See accompanying notes to financial statements. 2



ALCHEMY ALTERNATIVES, INC.

STATEMENT OF OPERATIONS

e~
Year ended December 31, 2011

Revenue
Execution and referral fees $ 1,168,383
Other income 226,818
Total revenue 1,395,201
Expenses
Professional fees 5,411
Regulatory Fees 1,941
Rent 14,040
Insurance expense 1,549
Execution & quote data expenses 614,290
Other operating expenses 51,116
Total expenses 688,347
Income (loss) before interest and income taxes 706,854
Interest income 975

Income tax provision -

Net Income $ 707,829

See accompanying notes to financial statements. 3



ALCHEMY ALTERNATIVES, INC.

STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY

Year ended December 31, 2011

Common Paid in Retained
Stock Capital Earnings Total
Partners' capital, beginning of year $ 100 § 874,900 $ 283,638 §$ 1,158,638
Capital contributions - - - -
Capital withdrawals - - {620,000) (620,000)
Net income (loss) - - 707,829 707,829
Partners' capital, end of year $ 100 §$ 874,900 $ 371467 $ 1,246,467

See accompanying notes to financial statements.



ALCHEMY ALTERNATIVES, INC.

STATEMENT OF CASH FLOWS

(RN
Year ended December 31, 2011

Cash flows from operating activities
Net Income p 707,829

Adjustments to reconcile net income to net cash provided by
(used) by operating activities:

Prepaid expenses 51
Accounts receivable (274,519)
Accounts payable 3,774
Other liabilities 113,691
Net cash provided (used) by operating activities 550,826

Cash flows from financing activities

Dividends paid (620,000)
Net cash provided (used) by financing activities (620,000)
Net change in cash and cash equivalents (69,174)
Cash and cash equivalents, beginning of year 1,181,070
Cash and cash equivalents, end of year $ 1,111,896

See accompanying notes to financial statements. 5



ALCHEMY ALTERNATIVES, INC.

NOTES TO FINANCIAL STATEMENTS

D ——

1. Nature of operations and summary of significant accounting policies

Nature of Operations

Alchemy Alternatives, Inc. (the “Company”), a California corporation, is a private placement and introducing broker-
dealer, registered with the Financial Industry Regulatory Authority (“FINRA”), and licensed by the Securities and
Exchange Commission (“SEC”). The Company primarily derives execution and referral fees from a limited number of
institutional clients.

Basis of Presentation

The financial statements have been prepared in conformity with accounting principles generally accepted in the
United States of America (“GAAP”) as detailed in the Financial Accounting Standards Board’s Accounting
Standards Codification (“ASC”).

Cash Equivalents

The Company considers all demand deposits held in banks and certain highly liquid investments with maturities of
90 days or less, other than those held for sale in the ordinary course of business, to be cash equivalents.

Fair Value- Definition and Hierarchy

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability (i.e., the “exit
price”) in an orderly transaction between market participants at the measurement date.

In determining fair value, the Company uses various valuation approaches. ASC 820, “Fair Value Measurements
and Disclosures” establishes a fair value hierarchy for inputs used in measuring fair value that maximizes the use
of observable inputs and minimizes the use of unobservable inputs by requiring that the most observable inputs be
used when available. Observable inputs are those that market participants would use in pricing the asset or
liability based on market data obtained from sources independent of the Company. Unobservable inputs reflect
the Company’s assumptions about the inputs market participants would use in pricing the asset or liability
developed based on the best information available in the circumstances. ASC 820 requires use of a fair value
hierarchy that prioritizes the inputs to valuation techniques used to measure fair value into three broad levels:
quoted market prices in active markets for identical assets or liabilities (Level 1); inputs other than quoted market
prices that are observable for the asset or liability, either directly or indirectly (Level 2); and unobservable inputs for
an asset or liability (Level 3)

ASC 820 did not have a material impact on the Company’s financial statements.

Income Taxes

The Company’s Parent files a consolidated income tax return in which the Company is included as a fully owned
subsidiary. Therefore the Company is not required to make an income tax provision. Generally, the Company’s
Parent is no longer subject to income tax examinations by major taxing authorities for years before 2008.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America requires the Company’s management to make estimates and assumptions that affect the amounts
disclosed in the financial statements. Actual results could differ from those estimates.



ALCHEMY ALTERNATIVES, INC.

NOTES TO FINANCIAL STATEMENTS

2. Net capital requirements

The Company is subject to the Securities and Exchange Commission’s uniform net capital rule (Rule 15¢3-1) which
requires the Company to maintain a minimum net capital equal to or greater than $5,000 and a ratio of aggregate
indebtedness to net capital not exceeding 15 to 1, both as defined. At December 31, 2011, the Company’s net
capital was $1,208,881 which exceeded the requirement by $1,199,983.

3. Concentration of credit risk

In the normal course of business, the Company maintains its cash balances in financial institutions, which at times
may exceed federally insured limits. The Company is subject to credit risk to the extent any financial institution with
which it conducts business is unable to fulfill contractual obligations on its behalf. Management monitors the financial
condition of such financial institutions and does not anticipate any losses from these counterparties.

4. Related party transactions

The Company has an Expense Sharing Agreement with Alchemy Ventures, Inc., its parent company. During 2011 the
shared expenses included in the Statement of Operations were $65,189. The Company billed a related entity
Alchemy Structured Investments a total of $23,256 during 2011 for various services.

5. Revenue

The Company’s revenue primarily consists of execution and referral fees from other Broker Dealers.

6. Subsequent events

These financial statements were approved by management and available for issuance on February 17, 2012.
Subsequent events have been evaluated through this date.

On January 26, 2012 the SEC issued an order instituting administrative and cease-and desist proceedings against
two principals of Alchemy Alternatives Inc. and its parent company, Alchemy Ventures, Inc. The outcome of this
order is not subject to determination at this time. There have been no allegations against Alchemy Alternatives,
Inc. and in the opinion of management, and in consultation with legal counsel, there is no potential financial impact
to Alchemy Alternatives, Inc.



ALCHEMY ALTERNATIVES, INC.

SUPPLEMENTAL INFORMATION

e e e e -, o
December 31, 2011

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

Net capital:

Total Stockholders' Equity qualified for net capital $ 1,246,467
Less: Non allowable assets (37,586)
Net capital 1,208,881
Haircut -
Adjusted net capital 1,208,881
Net minimum capital requirement of 6.67% of aggregate indebtedness

of $133,466 or $5,000 whichever is greater 8,898
Excess net capital $ 1,199,983

Reconciliation with Company's Net Capital Computation
(included in Part Il of Form X-17A-5)

Net capital as reported in Company's Part Il of Form X-17A-5
as of December 31, 2011 $ 1,208,881

No differences -

Net capital per above computation $ 1,208,881




ALCHEMY ALTERNATIVES, INC.

SUPPLEMENTAL INFORMATION

For the year ended December 31, 2011

Schedule Il
Computation of Determination of Reserve Requirements
Pursuant to Rule 15¢3-3

Not applicable

Information for Possession or Control
Requirements under Rule 15¢3-3

Not applicable

Reconciliation between Audited and Unaudited
Statement of Financial Condition

Cash (Box 200) $ 21,098
Other liabilities (Box 1115) $ 21,098
To reclass funds at broker to cash



125 E Lake Street, Ste. 303

Bloomingdale, IL 60108

M C MICHAEL COGLIANESE CPA’ PC tel 630-351-8942 fax 630-351-4346
CERTIFIED PUBLIC ACCOUNTANTS www.cogcpa.com

OFFICES:

Chicago
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Independent Auditor's Report on Applying Agreed-Upon
Procedures Related to an Entity's SIPC Assessment Reconciliation

Board of Directors
Alchemy Alternatives, Inc.
San Mateo, California

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 accompanying Schedule of Assessment and Payments Form
SIPC-7T to the Securities Investor Protection Corporation (SIPC) for the period of January 1, 2011 to December
31, 2011, which were agreed to by Alchemy Alternatives Inc. and the Securities and Exchange Commission,
Financial Industry Regulatory Authority, Inc., and SIPC solely to assist you and the other specified parties in
evaluating Alchemy Alternatives, Inc.’s compliance with the applicable instructions of the Transitional
Assessment Reconciliation (Form SIPC-7T). Alchemy Alternatives Inc.’s management is responsible for
Alchemy Alternative Inc.’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-7T with respective cash disbursement records
entries in the general ledger noting no differences;

2. Compared the Total Revenue amounts of the audited Form X-17A-5 for the year ended December 31, 2011,
with the amounts reported in Form SIPC-7T for the period from January 1, 2011 to December 31, 2011 noting no
differences.

3. There were no adjustments reported in Form SIPC-7T thus no differences noted:

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

5. There was no application of overpayment, however there was a balance due with Form SIPC-7T.
We were not engaged to, and did not conduct an examination, the objective of which would be the expression of
an opinion on compliance. Accordingly, we do not express such an opinion. Had we performed additional

procedures, other matters might have come to our attention that would have been reported to you.

This report is intended solely for the information and use of the specified parties listed above and is not intended
to be and should not be used by anyone other than these specified parties.

Bloomingdale, IL |
February 17, 2012
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SECURITIES INVESTOR PROTECTION CORPORATION
SIPC-7 P.C. Box 92185 Washinglon, D.C. 20090-2185
202-371-8300

General Assessment Reconciliation
Far tne bscal year endec December 31 L2011
Reag care'ully tne insirgctons ir your Wo:king Copy before completng this Formi-
TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

1 Name of Membser. adaress. Desgnated Examiming Authority, 1934 Act registration ne. and month in which fiscal year ends for
purposes of the audit ceguirenent of SEC Rule 17a-5

SIPC-7

(33-REV 7. 10) (33-REV 7:10j

Note: I any of the information shown on the
066340 FINRA DEC " - S v .
e L
777 MARINERS ISLAND BLVD STE 750 indicate on the form fited, pe.or
SAN MATEO CA 94404-5041

Name and telephong number of person to
contact respecting this form.

J Mark Rogers 415 738-6220
SR
Z. A General Assessment (item 28 from page 21 $1,978
8. Less payment made with SIPC-E iiled {exclude interesty {765 )
Date Paid
C. Less prior gverpayment applied { )

D. Assessment balance due ¢t jovarpayment!

£ Interes computed o ale saymert isee instruction E) for days at 20% per annum

£ “otal assessment nalance and interest due {os overpayment carried forward) 51,213

G PAID WITH TH!S FORM.
Check anciosed. payable to SIPC
Toata: tmust be same as F abeva $1,213

H Overpaymen: carneg igrward 8! )

3. Subsigiartes (S) and predecessors (Proinciuded in this form (give name and 1934 Act registrat.on numbery:

The 3P0 membas suom tog e forey and the
DEIGON DY WMV i) S 2xeCUted tevresent eaby )
inat 3l isImancr contaned heramn iy run. Torec Alchemy Alternatives Inc.

anc compigte /

P V/ SRz Swnatare,
Dated the 10 day ot February 012 . President & CEO

AN Bt et gt ortier Sganizansy

This form and the assessmeni payment is due 60 days after the end of the fiscal year. Retain the Working Copy o! this form
for a period of not less than 6 years. the latest 2 years in an eastly accesslble place.

ee Daies
Postmarkec Raceved Reviewed
=
w
Z Cacoiavons Documeniation Forward Copy
==
s Exceplions
o
& Disposition of excegt-ong

11



DETERMINATION OF “SIPC NET OPERATING REVENUES”
AND GENERAL ASSESSMENT

Amounts for the fiscal periog
beginning 171 , 2011

and ending 12/31 , 2041

Etiminate cents
ftem No.

2a Total ravenye (FOCUS Ling 12/Part A Ling S, Code 4030} $1,395,201

2b Addons
i) Tetal reverces from tha securilies busingss of subsidiaries iexcep: toreign subsidiarissi and
£reCeCessors Aot InCiuges above.

(2) Net toss trom arincipat transactions o $eCunitigs i frading accounis,

i3) Net 10ss Irom principal transactiens ta commadities in trading accounts.

14) Interest and aivideng expense deducted in determining item 2a.

{3 Net loss lrom management of o particivalion in the underwuting or distridution of securities.

'8) Expenses other han aovertising. printing, registratior fees and legal fees deducted 'n determining net
pabt from managemant of or particication in undeswriting of distribution of securives

{71 Net loss trom secutities in investmen! accounts.

Total adaitions

zc. Deguclions:

111 Revenuyes from the distrisuuon of shares of a regisiered open end invesiment company or yn:!
‘nvestment trust. irom the sale of vatiabe annwities, from the business of insurance, from investment
advisory services rendered (o registersd invesiment companies 01 insurance company separale
acceunts. and from transactiors in security futures producls.

12y Revenues irom commodily Iransachions

i3 Commissions. Hocr brokarage and clearance paid 1o other SIPC members in connection with
secuntiss transactions 468 418

14y Reimbursements lor posiage 1n connecuion with praxy solicitation

i5) Net gain from securities in investmen! accounls,

(6% 100% of commissions and markups earned from transactions in (i} cerlificates ol deposit and
fu Treasury bills, bankers acceptances of commercial papes that mature nine months or less
trom issuance date.

{7) Direct expenses of printing advertising and tegal fees incurred in connection with other revenue
reiated to the secunties busingss (revenue defined by Section 18{9)(L) of the Act).

{8) Other reverue nof related either drectly or indirectly to the securities business.
:See lastructson G

‘Deducticns i excess of 3100.000 require documentation)

195 (s Totat interest and dividend expense (FOCUS Ling 22/PART 1A Line 13,
Code 4G75 pius ting 2b(4) ahove) but not in excess

of total interest and dividend income. $.135,5632
it 40% of margin interest earned 0n custemars securties
accounts {40% cf FOCUS line 5. Code 3950;. $72,904
Ente the greater of ling ni o1 'y 135 539

Total deduciions

20, $iPC Ne' Opeiating Reveryss §.791,253
28 General fosessmert @ 0028 $ 1,978

{to page 1, line 2.A)

12
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MC MICHAEL COGLIANESE CPA, P.C. Bloomingdale, IL 60108

tel 630-351-8942 fax 630-351-4346
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OFFICES:
Chicago
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Independent Auditor's Report on Internal
Accounting Control Required by SEC Rule 17a-5

Board of Directors
Alchemy Alternatives, Inc.
San Mateo, California

In planning and performing our audit of the financial statements and supplemental schedules of Alchemy
Alternatives, Inc. (the Company) for the year ended December 31, 2011, we considered its internal control
including control activities for safeguarding securities, in order to determine our auditing procedures for the
purpose of expressing our opinion on the financial statements and not to provide assurance on internal control.
Also, as required by rule 17a-5(g) (I) of the Securities and Exchange Commission (SEC), we have made a study
of the practices and procedures foliowed by the Company including tests of such practices and procedures that
we considered relevant to the objective 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)(I1) 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
2. Recordation of differences required by rule 17a-13

3. Complying with the requirements for prompt payments for securities under Section 8 of 1 Reserve 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 accordance with generally accepted
accounting principles. Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the
preceding paragraph.

13



Our consideration of internal control would not necessarily disclose all matters in the internal control that might be
material weaknesses under standards established by the American Institute of Certified Public Accountants. A
material weakness is a condition in which the design or operation of the specific internal control components
does not reduce to a relatively low level the risk that error or fraud in amounts that would be material in relation to
the financial statements being audited may occur and not be detected within a timely period by employees in the
normal course of performing their assigned functions. However, we noted the following matter involving the
Company's internal control and its operation that we consider to be a material weakness as defined above. This
condition was considered in determining the nature, timing, and extent of procedures to be performed in our audit
of the financial statements of the Company for the period ended December 31, 2011, and this report does not
affect our report thereon dated February 17, 2012.

The size of the business and the resultant limited number of employees imposes practical limitations on the
effectiveness of those internal control policies and procedures that depend on the segregation of duties. Because
this condition is inherent in the size of the Company, the specific weaknesses are not described herein and no
corrective action has been taken or proposed by the Company.

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 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 Securities
and Exchange Commission, the National Association of Securities Dealers and other regulatory agencies which
rely on Rule 17a-5(g) under the Securities Exchange Act of 1934 in their regulations of registered brokers and
dealers, and is not intended to be and should run be used by anyone other than these specified parties.

( mi (,LMA’ CUV}/’ e (oA P.0.

Bloomingdale, IL
February 17, 2012
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