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OATH OR AFFIRMATION

| JOSEPH W HH’QCH , swear (or affirm) that, to my

knowledge and belief the accompanying financial statement and supporting schedules pertaining to the
firm of HWJ Capital Partners, LLC, 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 foilows:

Vicky West Zimmerman Signature

My Commission DD937364
Expires 11/01/2013 &)J(\**-‘\ OLINEL.

\& LCMH \Dé&\* z\mmexmw\

Notary Public
Febwag 3T, 30

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

'

0’" 4, Notary Public State of Florida :g SAN /7 A/ W"
o
<
o

X (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 Proprietor’s Capital.
[](f Statement of Changes in Liabilities Subordinated to Claims of Creditors.

() Computation of Net Capital.

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

[] (i) Information Relating to the Possession or contro! Requirements Under Rule 15¢3-3.

D (i) 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.

()  An Oath or Affirmation.

X (m) A copy of the SICP Supplemental Report.

[](n) A report describing 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./7a-5(e)(3).



OMY DaszkalBolton LLP

CERTIFIED PUBLIC ACCOUNTANTS

REPORT OF REGISTERED INDEPENDENT ACCOUNTANT

To the Managing Member
HWJ Capital Partners Il, LLC

We have audited the accompanying balance sheet of HWJ Capital Partners Il, LLC (the “Company”) as of
December 31, 2011, and the related statements of income, changes in member's equity and cash flows
for the year then ended that you are filing 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 HWJ Capital Partners Il, LLC 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 Schedules | and Il is presented for purposes of additional
analysis and is not a required part of the financial statements, but is supplementary information required
by Rule 17a-5 under the Securities and Exchange Commission Act of 1934. 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.

Cohagtat Gulihey LLp

Boca Raton, Florida
February 27, 2012

2401 NW Boca Raton Boulevard € Boca Raton, Florida 33431-6632 @ t: 561.367.1040 ¢ £ 561.750.3236
4455 Military Trail, Suite 201 @ Jupiter, Florida 33458-4843 # 1:561.622.8920 & f: 561.624.1151
490 Sawgrass Corporate Parkway, Suite 200 4 Sunrise, Florida 33325-6254 € 1©:954.974.3544 & f: 954.974.3680

PCAOB Registered www.daszkalbolton.com @ Affiliated Offices Worldwide



HWJ CAPITAL PARTNERS II, LLC
BALANCE SHEET
DECEMBER 31, 2011

Current assets:
Cash and cash equivalents
Due from related party
Total current assets

Other assets:
Deposits and other assets
Total assets

LIABILITIES AND MEMBER'S EQUITY

ASSETS

Liabilities:
Due to managing member
Accounts payable and accrued expenses
Total liabilities

Member's equity

Total liabilities and member's equity

See accompanying notes to financial statements.

-3.

$ 1,176,052
21,824

1,197,876

1,039

$ 1,198,915

$ 195,147
13,734

208,881

990,034

$ 1198915



HWJ CAPITAL PARTNERS Il, LLC
STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2011

Revenues:
Interest and dividend income $ 274
Total revenues 274

Expenses:
Professional fees 81,992
Clearing charges 5,273
Office expense sharing 4,475
Fidelity bond 3,574
Regulatory fees 2,889
Other expenses 1,082
Total expenses 99,285
Net loss $ (99,011)

See accompanying notes to financial statements.
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HWJ CAPITAL PARTNERS II, LLC
STATEMENT OF CHANGES IN MEMBER'S EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2011

Member's Equity

Balance, December 31, 2010 $ (8,155)
Net loss (99,011)
Member's contributions 1,097,200

Balance, December 31, 2011 $ 990,034

See accompanying notes to financial statements.
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HWJ CAPITAL PARTNERS II, LLC
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2011

Cash flows from operating activities:
Net loss

Reconciliation of net loss to net cash used in operating activities:

Changes in operating assets and liabilities:
Decrease in receivable from clearing organization
Increase in related party receivable
Decrease in deposits and other assets
Decrease in accounts payable and accrued expenses
Net cash used in operating activities

Cash flows from investing activities
Cash flows from financing activities:
Loans from managing member
Member's contributions
Net cash provided by financing activities
Net change in cash

Cash, beginning of year

Cash, end of year

See accompanying notes to financial statements.

-B-

3 (99,011)

30
(15,758)

275

832

(115,296)

45,147
1,097,200
1,142,347

$ 1,027,051
149,001

$ 1176052



HWJ CAPITAL PARTNERS I, LLC
NOTES TO FINANCIAL STATEMENTS

NOTE 1 — NATURE OF BUSINESS

HW.J Capital Partners Il, LLC (the “Company") (a Florida Limited Liability Company) is a broker-dealer
located in Boca Raton, Florida with an office in New York. The Company is registered with the Securities
and Exchange Commission (“SEC”) and is a member of the Financial Industry Regulatory Authority
("FINRA").

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting
The Company prepares its financial statements on the accrual basis of accounting in accordance with
accounting principles generally accepted in the United States of America.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect certain reported amounts and
disclosures. Accordingly, actual results could differ from those estimates.

Cash Equivalents
The Company considers all highly liquid debt instruments with original maturities of three months or less
when acquired to be cash equivalents.

Securities Transactions

The Company is engaged solely in the proprietary trading of equities and bonds through a registered
prime brokerage firm. Proprietary securities transactions are recorded on the trade date as if they had
settled.

The Company does not render investment advice, nor does it hold itself out as a broker-dealer to the
public through advertising or otherwise. The Company does not have customers, does not carry a dealer
inventory of securities, and does not hold the securities of others or extend or arrange for the extension of
credit in connection with the sale of securities.

Investment Valuation
Investments in long and short positions in marketable securities are recorded at their market value, in
accordance with ASC 820-10, “Fair Value Measurements.”

Income Taxes

The Company is not a taxpaying entity for federal income tax purposes therefore, no federal income tax
expense has been recorded in the financial statements. Taxable results are passed through to the
member of the Company.

Date of Management Review

The Company evaluates events and transactions occurring subsequent to the date of the financial
statements for matters requiring recognition or disclosure in the financial statements. The accompanying
financial statements consider events through February 27, 2012, the date that the financial statements
were available to be issued.




HWJ CAPITAL PARTNERS I, LLC
NOTES TO FINANCIAL STATEMENTS

NOTE 3 — NET CAPITAL, RESERVE REQUIREMENTS AND REGULATORY MATTERS

The Company, as a registered broker-dealer and as a member of FINRA, must comply with the Net Capital
rule of the Securities and Exchange Commission. The Company has a capital requirement of the greater of
$100,000 or 6 2/3% of aggregate indebtedness. The Company had net capital as computed under Rule
15¢3-1 of $813,334, which is above the $100,000 the amount required to be maintained at December 31,
2011.

On December 23, 2011, the Company received an Exit Meeting Report (the “Report”) from the
Department of Member Regulation of the Financial Industry Regulatory Authority (‘FINRA”), based on its
examination of the Sales Practices of the Company. The Report identified certain violations (“Exceptions”)
of securities rules and regulations. The Report and supporting documentation remains subject to FINRA's
supervisory review process, after which time a final Examination Report will be issued.

The Company has contested each of the Exceptions identified, but cannot predict the outcome of the
matters under review by Member Regulation and other FINRA departments or other regulatory agencies.
The Company continues to cooperate fully with FINRA.

NOTE 4 — RELATED PARTIES

The managing member of the Company owns 100% of Harch Capital Management, LLC ("HCM") (a
Florida Limited Liability Company). HCM is a registered investment advisor under the Investment Advisors
Act of 1940. HCM provides the use of employees, office space, secretarial and services to the Company
in accordance with an office sharing agreement. The Company’s office sharing expenses were $4,475 for
the year ended December 31, 2011. Operating results of the Company might be significantly different if the
companies were autonomous. HCM owes the Company $21,824 at year end, primarily due to professional
fees paid by the Company on behalf of HCM.

At December 31, 2011, the Company owed $195,147 to the managing member of the Company.

NOTE 5 — FAIR VALUE OF FINANCIAL INSTRUMENTS

The Company measures the financial assets in three levels, based on the markets in which the assets and
liabilities are traded and the reliability of the assumptions used to determine fair value. These levels are:

e Level 1 —Valuations for assets and liabilities traded in active exchange markets, or interest
in open-end mutual funds that allow a company to sell its ownership interest back at net
asset value (“NAV”) on a daily basis. Valuations are obtained from readily available pricing
sources for market transactions involving identical assets, liabilities or funds.

e Level 2 — Valuations for assets and liabilities traded in less active dealer, or broker markets,
such as quoted prices for similar assets or liabilities or quoted prices in markets that are not
active. Level 2 includes U.S. Treasury, U.S. government and agency debt securities, and
mortgage-backed securities. Valuations are usually obtained from third party pricing
services for identical or comparable assets or liabilities.



HWJ CAPITAL PARTNERS II, LLC
NOTES TO FINANCIAL STATEMENTS

NOTE 5 — FAIR VALUE OF FINANCIAL INSTRUMENTS, CONTINUED

e Level 3 — Valuations for assets and liabilities that are derived from other valuation
methodologies, such as option pricing models, discounted cash flow models and similar
techniques, and not based on market exchange, dealer, or broker traded transactions.
Level 3 valuations incorporate certain assumptions and projections in determining the fair
value assigned to such assets or liabilities.

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. The Company’s 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.

As of December 31, 2011, the Company’s cash equivalents include money market funds. These securities
are valued utilizing quoted market prices for identical instruments and are thus categorized in Level 1 of the
fair value hierarchy.

NOTE 6 — COMMITMENTS AND CONTINGENCIES

The Company maintains a Fully Disclosed Clearing Agreement (the “Agreement”) with Legent Clearing,
LLC. The agreement is effective through May 6, 2013, and early termination fees apply, including the
monthly fees due on the remaining term of the agreement.

Refer to Note 3 "Net Capital, Reserve Requirements and Regulatory Matters” with respect to FINRA
Regulatory Matters.

NOTE 7 — CONCENTRATION OF CREDIT RISK

The Company is engaged in various trading and brokerage activities in which counterparties primarily
include broker-dealers, banks, and other financial institutions. In the event counterparties do not fulfill their
obligations, the Company may be exposed to risk. The risk of default depends on the creditworthiness of
the counterparty or issuer of the instrument. It is the Company's policy to review, as necessary, the credit
standing of each counterparty.

The Company’'s marketable securities are held in the accounts at brokerage firms. At December 31,
2011, $1,176,052 exceeded the FDIC and SIPC insured limits.
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HWJ CAPITAL PARTNERS Il, LLC

SCHEDULE | — COMPUTATION OF NET CAPITAL UNDER RULE 15C3-1

OF THE SECURITES AND EXCHANGE COMMISSION
DECEMBER 31, 2011

Net capital:
Total member's equity

Non-allowable assets:
Funds on deposit without executed PAIB agreement
Central Registry Depository (CRD) deposit and other assets
Due from related party
Total non-allowable assets

Haircuts on securities
Total net capital

Minimum net capital required - 6 2/3% of aggregate
indebtness included in the balance sheet or
$100,000 whichever is greater

Excess net capital

Aggregate indebtness as included in the
Statement of Financial Condition

Ratio of aggregate indebtness to net capital

$

990,034

(133,907)
(1,039)
(21,824)

(156,770)

(19,920)

813,344

100,000

713,344

208,881

25.68%

There are no material differences between the computation of net capital per the FOCUS report at

December 31, 2011 as compared to the computation of net capital as shown above.

-1 -



HWJ CAPITAL PARTNERS I, LLC

SCHEDULE |l — SUPPLEMENTARY INFORMATION PURSUANT TO
RULE 17a-5 OF THE SECURITIES EXCHANGE ACT OF 1934
DECEMBER 31, 2011

HWJ Capital Partners I, LLC is claiming exemption under the provisions of SEC rule 15¢3-3(k)(2)(ii).
Therefore, the following reports are not presented:

A) Computation for Determination of Reserve Requirement under Rule 15¢3-3.

B) Information Relating to the Possession or Control Requirements under Rule 15¢3-3.

-12-



DMY aszkalBolton LLP

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT ACCOUNTANTS’ REPORT ON APPLYING AGREED-UPON
PROCEDURES RELATED TO AN ENTITY’S SIPC ASSESSMENT RECONCILIATION

To the Managing Member
HWJ Capital Partners Il, LLC
Boca Raton, Florida

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
(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 HWJ Capital Partners Il, LLC
(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 General Assessment Reconciliation (Form SIPC-7).
The Company’s management is responsible for the 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 entries, 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 supporting schedules, noting no
differences; and

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

We were not engaged to, and did not conduct an examination, the objective of which would be the
expression of an opinion on compliance. Accordingly, we do not express such and 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.

Cohegtnt Gubiboy LLp

Boca Raton, Florida
February 27, 2012

2401 NW Boca Raton Boulevard 4 Boca Raton, Florida 33431-6632 @ t: 561.367.1040 @ f: 561.750.3236
4455 Military Trail, Suite 201 4 Jupiter, Florida 33458-4843 @ ©: 561.622.8920 & f: 561.624.1151
490 Sawgrass Corporate Parkway, Suite 200 @ Sunrise, Florida 33325-6254 @ t:954.974.3544 & £ 954.974.3680

PCAOB Registered www.daszkalbolton.com @ Affiliated Offices Worldwide



SECUR!TIES INVESTOR PROTECTION CORPORAT!ON
P.O. Box 82185 ;Vashmgtonoon .C. 20080-2

.371-

SIPC-7

(33-REV 7/10)

SIPC-7

General Assessment Reconclliation {33-REV 7110)

For the fiscal year endad December 31 L2011
{Read carefully the instructions in your Working Copy befere completing this Form)

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS
1. Name of Member, address, Designated Examinlng Autharity, 1934 Act caglstration na. and manth in which fiscal year ands for
purpasas of the audit requirement of SEC Rule 17a-5:
I Ao » i i Note; If any of the information shown on the maliling label
066560 FINRA DEC requires corcection, please s-mail any corractions to
HWJ CAPITAL PARTNERS Ii, LLC torm@sipc.org and so indicate on the form filed.
751 PARK OF COMMERCE DRIVE .
SUITE 118 Name and telephone number of persan to contact
BOA RATON, FL 33487-3622 respecting this form.
l— — na Corson 561-226-6199
2. A. General Assessmant (item 26 from page 2) $ 69
B, Less payment made with SIPC-8 filed (exciude interest) {
Date Paid
C. Less ptior overpayment applied {
D. Assessment balance due or (overpaymesnt) .69
E. Intersst computad on late payment (see instruction E) for______days at 20% per annum
F. Total assessment balence and interes! dua {or overpayment carried forward) $, 89
G. PAID WITH THIS FORM;:
Check enciosed, payable to SIPC
Totai {must be same a8 F above)} $ .89
H. Overpayment carried forward ' ${ )

3. Subsidiaries (S) and predecessors (P) included in this form (give name and 1934 Act registration number):

The S§iPC membsr submitting this form and the

person by whom [t (s executed represent thereby .
that all information contained hersin is true, correct HWJ Capital Partners II, LLC

and comp““ ) ENﬂuWGnlhﬂ Pa;nﬂhh u:lfm organization}
E B W Awhor saiure)
Dated the_/ _ day of 20 /2— ] IR Pl

{Tia)

This form and the assessment payment s dus 50 days after the end of the fiscsl year. {etam the Working Copy of this form
fot a perlod of not less than § years, the latest 2 yaars in an sasily accessible place,

2 Dates:

E Postmarked Received Reviewad

E Caleulations Documentation Farward Copy
o=

e> Exceptions:

)

& Disposition of exceptions:

-14 -
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DETERMINATION OF “SIPC NET OPERATING REVENUES”
AND GENERAL ASSESSMENT

Amaunts for the fiscal peried
beginning Januarel ., 20.1),
and ending December 31 | 2031,

-Elminats conts

Item No.
2a. Total revenue (FOCUS Line 12/Part lIA Line 9, Code 4030 $ 274.24

2. Additlons:
{1) Total ravenuss from the securltles business of subsidiaries {except loraign subsidiaries) and
predecassors not included shave.

(2) Net foss frem principal transactions in sacurfiies in trading accounts.

{3) Net loss from principal transaclions in commedities in frading accounts.

(4) interes! and dividend expense deducted in determining item 2a,

{5) Net loss from management of or participation In the underwriting or distribution of sscurities.

~ {6} Expenses other-than-advertising, printing; registration-fees-andlegal fees-deducted in-determiniagnet -~ -~ - - - - = mom e -
profit from managemant of or participation in underwriting or distribution of securitles,

{7) Net loss from sacurities in investmant accounts.

Total additions

2c. Daductions:

{1} Revenues !rom tha distribution of sharas of a ragistared open end investment company or unit
investmant trust, from the sale of variabla annuitiss, from the business of insuranca, from Investment
advisory sarvices rendarad to registered investment companies or Insurance company separate
accounts, and from transactions in security futures products.

{2} Ravanuas from commodity transactions,

{3) Commissions, floor brokerage and clsarance paid to other SIPC members in connection with
sscoritias wransactions.

{4) Reimbursements for postags in connection with proxy soficitation.

(5) Net galn from securities In investment accounts.

{8) 100% of commissions and markups earned from transactions in {I) certificates of deposit and
{il) Treasury bills, bankers accepiances or commercial paper thal malure nine months or less
trom issuance dats,

{7) Direct sxpanses of printing advertising and legal Jees incurted in connectlon with other revenua
related to the securities business (revenue defined by Saction 16{8){L) of the Act).

{8) Other revenue not refated either diracily or indirectly to the securitles business.
{See (nstruction C):

{8) {i} Total interest and dlvidend expanse (FOCUS Line 22/PART 1A Line 13,
Gode 4075 plus line 2b(4) above] but not in excess
of total interest and dividend incoma.

(H) 40% of margln interest sarned on customers securitiss
accounts {40% of FOCUS line 5, Code 3980).

Enter the graatar of iine {i) or {ii}

Total deductions

2d. SIPC Net Operating Ravanues ¢ 27424
s .69

(to page 1, line 2.A.)

20. General Assessmant @ 0025

-15-
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=Y DaszkalBolton LLP

CERTIFIED PUBLIC ACCOUNTANTS

REPORT ON INTERNAL CONTROL REQUIRED BY SEC RULE 17a-5
CLAIMING AN EXEMPTION FROM SEC RULE 15Cc3-3

To the Managing Member
HWJ Capital Partners I, LLC
Boca Raton, FL

In planning and performing our audit of the financial statements and supplemental schedules of HWJ
Capital Partners Il, LLC (the “Company”) as of and for the year ended December 31, 2011, we
considered the Company's 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, but not to 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. This study included tests of compliance with such practices and procedures that we considered
relevant to the objectives stated in rule 17a-5(g)(1) in (1) making the periodic computations of aggregate
indebtedness (or aggregate debits) and net capital under rule 17a-3(a)(11) and (2) determining
compliance with the exceptive 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

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,
and

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.

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)(1) lists additional
objectives of the-practices and procedures listed in the preceding paragraph.

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

2401 NW Boca Raton Boulevard @ Boca Raton, Florida 33431-6632 4 t: 561.367.1040 # f: 561.750.3236
4455 Military Trail, Suite 201 4 Jupiter, Florida 33458-4843 @ t: 561.622.8920 @ f: 561.624.1151
490 Sawgrass Corporate Parkway, Suite 200 @ Sunrise, Florida 33325-6254 @ 1:954.974.3544 & f: 954.974.3680

PCAOB Registered www.daszkalbolton.com @ Affliated Offices Worldwide



REPORT ON INTERNAL CONTROL REQUIRED BY SEC RULE 17a-5
CLAIMING AN EXEMPTION FROM SEC RULE 15C3-3

Continued from previous page

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 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 disclose all matters in internal control that might be material
weaknesses. We did not identify any deficiencies in internal control and control activities for safeguarding
securities that we consider to be material weaknesses, as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with
the Securities Exchange Act of 1934 and related regulations, and that practices and procedures that do
not accomplish such objectives in all material respects indicate 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, Financial Industry Regulatory Authority, Inc., and other regulatory agencies that rely on rule 17a-

5(g)(1) 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.

@M&éﬁf LLP

Boca Raton, Florida
February 27, 2012
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