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OATH OR AFFIRMATION

I, Alan D. Seidel, Managing Member, swear (or affirm) that, to the best of my knowledge and belief the accompanying
financial statements and supporting schedules pertaining to the firm of Seidel & Shaw L.L.C. (Company), as of
December 31, 2011, are true and correct. I 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:

JAMINA A? USYAE
Sworn and subscribed to before me this &7 day of Febroary ,20_{ 2. NOTARY PUBLIC OF-NEW JERSEY - *

MY COMMISSION EXPIRES OCT. 4, 2014
This report contains (check all applicable boxes): Page

Report of Independent Registered Public Accounting Firm 1
(x) (a) Facing page.
(x) (b) Balance Sheet. 2
(x) (c) Statement of Operations. 3
(x) (d) Statement of Cash Flows. 4
(x) (e) Statement of Changes in Member's Equity. 5
() (f) Statement of Changes in Subordinated Liabilities (not applicable).

) Notes to Financial Statements. 6-7
(x) (g) Computation of Net Capital for Brokers and Dealers
Pursuant to Rule 15¢3-1 under the Securities Exchange Act of 1934. 8

() (h) Computation for Determination of Reserve Requirements for Brokers and
Dealers Pursuant to Rule 15¢3-3 under the Securities Exchange Act of 1934. (not
applicable)

() (i) Information Relating to the Possession or Control Requirements
for Brokers and Dealers Pursuant to Rule 15¢3-3 under the
Securities Exchange Act of 1934 (not applicable).

() () A Reconciliation, including Appropriate Explanations, of the Computation of Net
Capital Under Rule 15¢3-1 and the Computation for Determination of the
Reserve Requirements Under Rule 15¢3-3 (not applicable).

() (k) A Reconciliation Between the Audited and Unaudited Consolidated Statements
of Financial Condition With Respect to Methods of Consolidation (not

applicable).
(x) () AnAffirmation.
(x) (m) A Copy of the SIPC Supplemental Report. 9-10
(x) (n) A report describing any material inadequacies found to exist or found to have 11-12

existed since the date of the previous audit (Supplemental Report on Internal
Control).
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'REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Members of
Seidel & Shaw L.L.C.

We have audited the accompanying balance sheet of Seidel & Shaw L.L.C., as of December 31,
2011 and the related statements of operations, changes in member’s equity, and cash flows for the year
then ended. These financial statements are the responsibility of the management. Our responsibility is
to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting
Oversight Board (United States). 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 Seidel & Shaw L.L.C. at December 31, 2011, and the results of its operations,
changes in member’s equity, and cash flows for the year then ended in conformity with U.S. generally
accepted accounting principals.

Our audit was made for the purpose of forming an opinion on the basic financial statements
taken as a whole. The supplementary information contained on page 8 is presented for purposes of
additional analysis and is not a required part of the basic financial statements, but is supplementary
information required by Rule 17a-5 of the Securities Exchange Act of 1934. Such information has been
subjected to the auditing procedures applied in the examination of the basic financial statements and, in
our opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a
whole.

VB&T CERTIFIED PUBLIC ACCOUNTANTS, PLLC

New York, NY
February 23, 2012

Registered with the Public Company Accounting Oversight Board
Member of the American Institute of Certified Public Accountants
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SEIDEL & SHAW L.L.C.

BALANCE SHEET
DECEMBER 31, 2011
ASSETS

Cash and cash equivalents $ 95,799
Receivable from clearing broker 792,963
Securities, at market 9,489,718
Other 18,549

Total Assets $ 10,397,029

LIABILITIES AND MEMBER'S EQUITY

Accounts payable and accrued expenses $ 313,733
Securities sold not yet purchased, at market 2,946,422
Commissions and payroll taxes payable 460,314
Payable to clearing broker 4,624,396

Total Liabilities 8,344,865
Contingencies -
Member's equity 2,052,164

Total Liabilities and Member's Equity $ 10,397,029

See independent Accountants’ Report and Accompanying Notes
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SEIDEL & SHAW L.L.C.
STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2011

Revenues:
Commissions $ 170,556
Gain on securities trading accounts 16,120,178
Other 721,796
Total Revenues ' 17,012,530

Costs and Expenses:

Salaries and related taxes and benefits 11,268,668
Consulting fees 3,051,488
Clearing expenses 1,950,347
Insurance 40,161
Regulatory fees 145,172
SIPC 39,467
Office 67,808
Professional fee 150,767
Quote and technology fee 403,658

Total Costs and Expenses 17,117,536

Net Loss $ (105,006)

See Independent Accountants' Report and Accompanying Notes
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SEIDEL & SHAW L.L.C.
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2011

Cash Flows From Operating Activities:

Net Loss $ (105,006)
Adjustment to reconcile net loss to
net cash (used) by operating activities:
(Increase) in receivable from clearing broker (134,373)
(Increase) in investments, at market (1,876,305)
Decrease in other assets 10,617
(Decrease) in accounts payable and accrued expenses (137,800)
(Decrease) in securities sold not yet purchased, at market (2,215,599)
(Decrease) in commissions and payroll taxes payable (338,914)
Increase in payable to clearing broker 4,618,852
Net Cash (Used) By Operating Activities (178,528)
Cash Flows From Investing Activities: : -
Cash Flows From Financing Activities:
Members' distributions (1,570)
Net Cash Provided By Financing Activities: (1,570)
Net (Decrease) In Cash : (180,098)
Cash and cash equivalents at beginning of the year 275,897
Cash and cash equivalents at end of the year $ 95,799

See Independent Accountants' Report and Accompanying Notes

4



SEIDEL & SHAW L.L.C.
STATEMENT OF CHANGES IN MEMBER'S EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2011

Total
Member's
Equity
Balance, January 1,2011 $ 2,158,740
Members' distributions (1,570)
Net Loss (105,006)
Balance, December 31, 2011 $ 2,052,164

See Independent Accountants' Report and Accompanying Notes
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SEIDEL & SHAW L.L.C.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011

ORGANIZATION AND NATURE OF BUSINESS

Seidel & Shaw L.L.C. (Company) was organized in the State of New York on December 2,
1996, and is registered as a broker-dealer in securities transactions under the Securities Exchange
Act of 1934. The Company is registered with the Securities and Exchange Commission (SEC)
and is a member of the Financial Industry Regulatory Authority (FINRA). The Company has
adopted December 31 as its year end.

The Company is engaged in a single line of business as a securities broker-dealer, which
comprises several classes of services, including riskless principal transactions, and principal and
agency transactions.

The Company clears all of its transactions through a securities clearing broker. The Company
acts as a broker-dealer and is exempt from Securities and Exchange Commission Rule 15¢3-3
under paragraph k(2)(ii) since it uses other security firms for clearing.

Pursuant to an agreement between the Company and Penson Financial Services, Inc. (PFSI) and
First Southwest Company (FSC), securities transactions of the Company are cleared through
PFSI and FSC, and its customers are introduced and cleared on a fully disclosed basis. The
Company is exempt from provisions of Rule 15¢3-3 and is not responsible for compliance with
Section 4(c) of Regulation T of the Board of Governors of the Federal Reserve System, as all
customers’ accounts, as defined by such rules, are carried by PFSI and FSC.

In addition, the firm also does DVP vs. RVP transactions with money manager and institution
accounts.

SIGNIFICANT ACCOUNTING POLICIES

Revenues

Profits and losses from commissions realized on agency transactions, riskless principal
transactions, and principal transactions are recorded on a settlement date, which is not materially
different than recording transactions on a trade date. The riskless principal transactions are done
with customers. The principal transactions are done with other broker dealers.

Investments and Clearing Deposit
Investment securities and securities carried in the clearing deposit account are valued at market
value. The resulting difference between market value and cost is included in income.

Income Taxes
The Company is a limited liability Company taxed as a partnership and the accompanying
financial statements do not include any provision for federal or state income taxes. Each
member of the Company is individually responsible for reporting his share of the Company’s
income or loss.

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
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SEIDEL & SHAW L.L.C.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011

amounts of 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.

RELATED PARTY

Seidel & Shaw Holdings LLC owns ninety percent of the Company. The Company pays a
monthly management fee to Seidel & Shaw Holding LLC for services provided under a non-
recourse agreement.

NET CAPITAL REQUIREMENTS

The Company is a member of the FINRA and subject to the Securities and Exchange
Commission’s Uniform Net Capital Rule (Rule 15¢3-1), which requires the maintenance of
minimum net capital of $100,000 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 $1,272,446 which was $1,172,446 in excess of the amount required.

CONTINGENCIES

In the normal course of business, the Company is engaged in various trading and brokerage
activities, including agency and principal transactions, through a clearing broker.

In connection with these activities, a customer’s unsettled transactions may expose the Company
to off-balance-sheet risk in the event the customer is unable to fulfill its contractual obligations.

Significant credit exposure may result in the event that the Company’s clearing broker is unable
to fulfill their contractual obligations. '



SEIDEL & SHAW L.L.C.
COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1 OF THE
SECURITIES AND EXCHANGE COMMISSION

DECEMBER 31, 2011
NET CAPITAL:
Total member's equity $ 2,052,164
Deductions and/or charges:
Non-allowable assets:
Other receivable ' (18,924)
Other assets (18,549)
Net capital before haircuts on securities positions 2,014,691
Haircuts on securities positions (741,261)
Undue concentration (984)
Net Capital $ 1,272,446
AGGREGATE INDEBTEDNESS:
Items included in the statement of financial condition:
Accounts payable and accrued expenses $ 774,047

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT:

Minimum net capital required (6-2/3% of aggregate indebtedness) $ 51,603

Minimum net capital required | , $ 100,000
Excess net capital $ 1,172,446
Net capital less greater of 10% of total Al or 120% of minimum net capital $ 1,152,446
Percentage of aggregate indebtedness to net capital is . 61%

The above computation agrees with the December 31, 2011 computation of net capital filed
electronically by the company on FOCUS Form X-17A-5 Part [IA.
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Independent Accountants’ Report on Applying Agreed-Upon
Procedures Related to an Entity’s SIPC Assessment Reconciliation

To the member of

Seidel & Shaw L.L.C.

40 Exchange Place, 15™ Floor
New York, NY 10005

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 [Transitional Assessment Reconciliation (Form SIPC-7)] to the
Securities Investor Protection Corporation (SIPC) for the year ended December 31, 2011, which
were agreed to by Seidel & Shaw L.L.C. and the Securities and Exchange Commission,
Financial Industry Regulatory Authority, Inc., and SIPC solely to assist you and the other
specified parties in evaluating Seidel & Shaw L.L.C.’s compliance with the applicable
instructions of the Transitional Assessment Reconciliation (Form SIPC-7). Seidel & Shaw
L.L.C.’s management is responsible for the Seidel & Shaw L.L.C.’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 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 and working
papers noting no differences;

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; and

Registered with the Public Company Accounting Oversight Board
Member: American Institute of Certified Public Accountants
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5. Compared the amount of any overpayment applied to the current assessment with the Form
SIPC-7 on which it was originally computed 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 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

VB&T CERTIFIED PUBLIC ACCOUNTANTS, PLLC

New York, NY
February 23, 2012

Registered with the Public Company Accounting Oversight Board
Member: American Institute of Certified Public Accountants
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
ON INTERNAL ACCOUNTING CONTROL REQUIRED BY SEC RULE 17a-5

To the Members of
Seidel & Shaw L.L.C.

In planning and performing our audit of the financial statements and supplementary information
of Seidel & Shaw L.L.C. (the "Company") for the year ended December 31, 2011, we considered
its internal control structure, including procedures 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 the internal control structure.

Also, as required by Rule 17a-5(g)(1) of the Securities Exchange Commission (SEC), we have
made a study of the practices and procedures followed by the Company including tests of 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; 2) Recordation of differences required by Rule 17a-13, or, 3)
Complying with the requirements for prompt payment for securities under Section 8 of
Regulation T of the Board of Governors of the Federal Reserve System.

The management of the Company is responsible for establishing and maintaining a system of
internal accounting 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 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 or the practices and procedures referred to
above, error or fraud may occur and not be detected. Also, projection of any evaluation of them

Registered with the Public Company Accounting Oversight Board
Member: American Institute of Certified Public Accountants
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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.

Our consideration of internal control would not necessarily disclose all matters in 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 no matters involving internal
control, including 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 were adequate at December 31, 2011, to meet the
Commission’s objectives.

This report is intended solely for the information and use of the Board of Directors, management,
the Securities and Exchange Commission, the Financial Industry Regulatory Authority (FINRA),
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.

VB&T CERTIFIED PUBLIC ACCOUNTANTS, PLLC

New York, NY
February 23, 2012

Registered with the Public Company Accounting Oversight Board
Member: American Institute of Certified Public Accountants
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