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OATH OR AFFIRMATION

1. Brent Wolverton . swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
wolverton Securities (USA) Ltd. as

of March 31 ; 2012 are frue and correct. I further swear (or affirm) that

neither the company nor any pariner; proprietor, principal officer or director has any propriefary interest in any account
classified solely as that of a customer, except as follows:

Signature

President

Title

z/% (v

Iiiotaiy Pnbl

his report *¥ containg: (check alt applicable boxes):
(2) Facing Page.
(b} Statement of Financial Condition.
(¢} Statement of Income (Loss).
{(d) Statement of Changes in Financial Condition.
(e) Statement of Changes in Stockholders’ Equity or Partriers’ 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.
(1) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
(i) A Reconciliation; including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1and 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) A teportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

a-—]’
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**For conditions of confidential treatment of certain portions of this filing, see section 240:17a-5(e)(3).



o Grant Thornton

Report of independent registered
public accounting firm

Grant Thornton LLP

Suite 1600, Grant Thornton Place
333 Seymour Street

Vancouver, BC

V6B 0A4

To the Boatd of Directors of Wolverton Secutities (USA), Ltd. ;Eggzg gggggéé

www.GrantThomton.ca
In accordance with Rule 17a-5(e)(4) under the Securities Exchange Act of 1934, we have performed the
procedures enumerated below with tespect to the accompanying Schedule of Assessment and Payments
to the Securities Investor Protection Cotporation (“SIPC”) for the year ended Mazch 31, 2012, which
were agreed to by Wolverton Securities (USA), Ltd. (“the Company”) and the US Secutities 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 Company’s compliance with those requirements.

This agreed-upon procedures engagement was conducted in accordance with attestation standards
established by the American Institute of Certified Public Accountants. The sufficiency of these
procedures is solely the responsibility of those parties specified in this report. Consequently, we make
no reptresentation regarding the sufficiency of the procedures described below either for the purpose for
which this report has been requested ot for any other purpose. The procedures we petformed and our
findings ate as follows: - :

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

2. Compared the amounts reported on the audited Form X-17A-5 for the year ended March 31, 2012,
as applicable, with the amounts reported in Form SIPC-7 for year petiod from April 1, 2011 to
March 31, 2012 noting no differences.

3. Compared any adjustments reported in Form SIPC-7 with suppotting 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 suppotting the adjustments, noting no differences.

We were not engaged to, and did not conduct an examination, the objective of which would be the
exptession of an opinion on compliance. Accordingly, we do not express such an opinion. Had we
petformed additional procedutes, othet 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 patties.

gw‘/z.m LLP

Vancouvet, Canada

May 22, 2012 Chartered accountants

Audit s Tax « Advisory
Grant Thomton LLP. A Canadian Member of Grant Thomton International Ltd
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GrantThornton

Report of independent registered
. . Grant Thornton LLP
public accounting firm S 60 G i i

Vancouver, BC
V6B 0A4

T (604) 687-2711
F (604) 685-6569
www.GrantThomton.ca

To the Board of Directors of Wolverton Securities (USA), Ltd.

We have audited the accompanying statement of financial condition of Wolverton Securities
(USA), Ltd. as of March 31, 2012 and 2011, and the related statements of loss, changes in
financial condition and changes in stockholder’s equity for the years then ended that you are
filing pursuant to Rule 17a-5 under the Securities Exchange Act of 1934. These financial
statements ate 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 established by the American Institute of Certified Public
Accountants. 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
procedutes 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 Wolverton Securities (USA), Ltd. as of March 31, 2012 and 2011, and
the results of its operations and its changes in financial condition for the years then ended in
conformity accounting principles generally accepted in the United States of America.

Audit « Tax * Advisory
Grant Thomton LLP. A Canadian Member of Grant Thomton International Ltd



o GrantThornton

Our audits were conducted for the purpose of forming an opinion on the financial statements
taken as a whole. The supplementary information contained in Schedule 1 through Schedule 3
1s 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
Exchange Act of 1934. Such supplementary information is the responsibility of the Company’s
management and was derived from and relates directly to the underlying accounting and other
recotds used to prepare the financial statements. The supplementary information has been
subjected to the auditing procedures applied in the audit of the financial statements and certain
additional procedures. These additional procedures included comparing and reconciling the
information directly to the underlying accounting and other records used to prepare the
financial statements o to the financial statements themselves, and other additional procedures
in accordance with auditing standards generally accepted in the United States of America
established by the American Institute of Certified Public Accountants. In our opinion, the
supplementary information is fairly stated, in all material respects in relation to the financial
statements taken as a whole.

gw-/z..m (2P

Vancouver, Canada

May 22, 2012 Chartered accountants



Wolverton Securities (USA), Ltd.

Statements of financial condition
(Expressed in U.S. dollars)

March 31 2012 2011

Assets

Current
Cash $ 304,557 $ 336,380
Marketable securities 15,540 15,504
Accounts receivable 13,928 69,101
Due from broker and dealer 53,463 53,463
Prepaid expenses 15,722 19,387

$ 403,210 $ 493,835

Liabilities
Current
Accounts payable and accrued liabilities $ 28,692 $ 56,040
Due to parent company (Note 5) 34,489 75,067
63,181 131,107
Stockholder's equity
Common stock (Note 4) 450,000 450,000
Deficit (109,971) (87,272)
340,029 362,728

$ 403,210 $ 493,835

On behalf of the Board

Director

See accompanying notes to the financial statements.



Wolverton Securities (USA), Ltd.

Statements of loss
(Expressed in U.S. dollars)

Year ended March 31 2012 2011
Income
Commission $ 282,316 $ 388,084
Interest 6,282 8,036
Unrealized gain on marketable securities and other
income 880 18,100
289,478 414,220
Expenses
Bank charges §77 478
Commissions paid 131,976 188,929
Professional dues (Note 5) 61,533 122,828
Professional fees 19,150 22,983
Quotation 77,283 74,685
Sundry 21,658 16,670
312,177 426,573
Net loss $ (22,699) $ (12,353)

See accompanying notes to the financial statements.



Wolverton Securities (USA), Ltd.

Statements of changes in financial condition

(Expressed in U.S. dollars)
Year ended March 31 . 2012 2011

Cash derived from (applied to)

Operating
Net loss $ (22,699) $ (12,353)
Change in market value of marketable securities (36) (2,730)
Change in non-cash operating working capital
Decrease (increase) in accounts receivable 55,173 (56,998)
increase in due from broker and dealer - (1)
Decrease (increase) in prepaid expenses 3,665 (5,561)
(Decrease) increase in accounts payable and
accrued liabilities (27,348) 28,920
8,755 (48,723)
Financing
Issuance of common shares - 50,000
Net advances (to) from parent company (40,578) 54,229
(40,578) 104,229
Net (decrease) increase in cash (31,823) 55,506
Cash, beginning of year 336,380 280,874
Cash, end of year $ 304,557 $ 336,380
Supplemental cash flow information
Interest received $ 6,282 §$ 8,036

See accompanying notes to the financial statements.



Wolverton Securities (USA), Ltd.

Statements of changes in stockholder’s equity
(Expressed in U.S. dollars)
Year ended March 31, 2012

Common stock

Shares Amount Deficit Total
Balance, March 31, 2010 400,000 $ 400,000 $ (74,919) $ 325,081
Net loss, year ended
March 31, 2011 (12,353) (12,353)
Share issuance, 2011 50,000 50,000 - 50,000
Balance, March 31, 2011 450,000 450,000 (87,272) 362,728
Net loss, year ended
March 31, 2012 (22,699) (22,699)
Balance, March 31, 2012 450,000 $ 450,000 $ (109,971) $ 340,029

See accompanying notes to the financial statements.



Wolverton Securities (USA), Ltd.

Notes to the financial statements

(Expressed in U.S. dollars)
March 31, 2012

1. Nature of operations

Wolverton Securities (USA), Ltd. (the “Company”) is a broker/dealer registered under the
Securities Exchange Act of 1934 and incorporated in the State of Washington on July 3,
1996.

The Company became a registrant with the Financial Industry Regulatory Authority (‘FINRA")
(formerly the National Association of Securities Dealers Inc.) of the United States of America
on November 7, 1997.

The Company operates under an introducer/carrier broker agreement with Legent Clearing
LLC.

2. Summary of significant accounting policies
Generally accepted accounting principles (“GAAP”)

These financial statements are prepared in U.S. dollars, in accordance with accounting
principles generally accepted in the United States of America.

Use of estimates

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

Cash

Cash includes cash on hand, held at one financial institution.

Marketable securities

Equity investments for which market quotations are readily available will generally be valued
at the most recently available closing market prices.

Revenue recognition

Commission revenue consists of revenue generated through brokerage services provided to
clients, recognized on a trade date basis.

Interest revenue consists of a share of interest earned on client accounts held by Legent
Clearing LLC.



Wolverton Securities (USA), Ltd.

Notes to the financial statements
(Expressed in U.S. dollars)
March 31, 2012

2. Summary of significant accounting policies (continued)
Foreign currency translation

Monetary asset and liability accounts denominated in Canadian currency are translated into
U.S. doliars at the exchange rate in effect at the statement of financial condition date.
Revenues and expenses denominated in Canadian currency are translated at the exchange
rate in effect at the transaction date. Gains and losses in foreign currencies from currency
transactions are included in the determination of loss for the year.

Income taxes

Income taxes are accounted for using an asset and liability approach, which requires the
recognition of taxes payable or refundable for the current period and deferred tax liabilities
and assets for future tax consequences of events that have been recognized in the
Company'’s financial statements or tax returns. The measurement of current and deferred tax
liabilities and assets is based on provisions of enacted tax laws; the effects of future changes
in tax laws or rates are not anticipated. Deferred tax assets are reduced, if necessary, by a
valuation allowance, where, based on available evidence, the probability of realization of the
deferred tax asset does not meet a more-likely-than-not criterion.

Accounting for uncertainty in income taxes

The Company recognizes uncertain tax positions that are “more-likely-than-not” (50% or
greater), based on the technical merits of the position. With the adoption of this standard, the
Company has performed a comprehensive review of all material tax positions in accordance
with recognition and measurement standards established by FIN 48 (now known as

ASC 740).

Based on this review, the provisions of FIN 48 did not have a material impact on the
Company'’s financial statements.

3. Financial instruments
Fair value

The financial instruments consist of cash, marketable securities, accounts receivable, due
from broker and dealer, accounts payable and accrued liabilities, and due to parent company.

The Company follows guidance under ASC Topic 820, Fair Value Measurements and
Disclosures, with regard to financial assets and liabilities measured on a recurring basis.
ASC Topic 820 defines fair value as the exchange price that would be received for an asset
or paid to transfer a liability (an exit price) in the principal or most advantageous market for
the asset or liability in an orderly transaction between market participants on the
measurement date. ASC Topic 820 also establishes a fair value hierarchy which requires an
entity to maximize the use of observable inputs and minimize the use of unobservable inputs
when measuring fair value. The standard describes three levels of inputs that may be used
to measure fair value:



Wolverton Securities (USA), Ltd.

Notes to the financial statements

(Expressed in U.S. dollars)
March 31, 2012

3. Financial instruments (continued)
Fair value (continued)
Level 1: Quoted market prices in active markets for identical assets or liabilities

Level 2. Inputs other than Level 1 inputs that are either directly or indirectly observable
such as quoted prices for similar assets or liabilities in active markets; quoted
prices for identical or similar assets or liabilities in markets that are not active;
inputs other than quoted prices that are observable; or, other inputs not directly
observable, but derived principally from, or corroborated by, observable market
data

Level 3: Unobservable inputs that are supported by little or no market activity
The Company utilizes the market approach to measure fair value for its financial assets and
liabilities. The market approach uses prices and other relevant information generated by
market transactions involving identical or comparable assets or liabilities.

Assets and liabilities measured at fair value on a recurring basis and subject to the disclosure
requirements of ASC 820 as of March 31, 2012 and 2011 are summarized below:

Quoted Internal models Internal models Total
market  with significant  with significant fair value
prices in observable unobservable reported in
active marketable marketable statement of
markets parameters parameters financial
(Level 1) (Level 2) (Level 3) condition
As at March 31, 2012
Marketable securities $ 15,540 $ - $ - $ 15,540
Total investments at
fair value $ 15,540 $ - $ - $ 15,540
As at March 31, 2011
Marketable securities $ 15,504 $ - $ - $ 15,504
Total investments at
fair value $ 15504 §$ - $ - $ 15,504

The Company’s investments in marketable securities are recorded at fair value based on
quoted market prices. The unrealized gain earned on marketable securities held during the
year was $36 (2011: $2,730). This amount is included in the statement of loss line item,
Unrealized gain on marketable securities and other income.

The carrying value of other financial instruments, including cash, accounts receivable, due
from broker and dealer, accounts payable and accrued liabilities, and due to parent company,
approximate fair value due to their short maturities.



Wolverton Securities (USA), Ltd.

Notes to the financial statements
(Expressed in U.S. dollars)
March 31, 2012

3.

Financial instruments (continued)

Risk management

In the normal course of business the Company is exposed to interest rate risk, credit risk,
liquidity risk, and foreign exchange risk. These risks are managed in the following manner:

a

Interest rate risk

Interest rate risk arises from the possibility that changes in interest rates will affect the
value of financial instruments held by the Company and the interest revenue earned by
the Company. The Company is exposed to interest rate risk on the amounts due from
broker and dealer.

Credit risk

The Company’s exposure to credit risk arises from the possibility that a counterparty to a
transaction may fail to perform under its contractual commitment, resulting in a financial
loss to the Company. The primary counterparty is the Company’s carrying broker,
Legent Clearing LLC.

As at March 31, 2012, management believes the counterparty concentrations are in the
normal course of business and are not unusual. No provisions have been made for any
potential uncollectable accounts.

Liquidity risk

Liquidity risk is the risk that the Company cannot meet a demand for cash or fund its
obligations as they come due. The Company’s management oversees the Company’s
liquidity position to ensure that the Company has access to enough readily available
funds to cover its financial obligations as they come due.

The Company’s business requires capital for operating and regulatory purposes. The
current assets reflected on the statement of financial condition are highly liquid.

Foreign exchange risk

The Company is charged by its parent company, Wolverton Securities Ltd., for its
proportionate share of operating expenses incurred. The costs incurred by the parent
company are denominated in Canadian dollars; thus the Company is exposed to foreign
exchange risk on the conversion of those amounts to U.S. dollars.

Fair value risk
Fair value risk is the potential for loss from an adverse movement in the value of a

financial instrument. It is management's opinion that the Company is not exposed to
significant fair value risk from these financial instruments.

The Company is not materially impacted by the risks noted above.

10



Wolverton Securities (USA), Ltd.

Notes to the financial statements
{Expressed in U.S. dollars)
March 31, 2012

4. Common stock 2012 2011
Authorized
1,000,000 shares of common stock with no par value
Issued
450,000 common shares (2011: 450,000) $ 450,000 $ 450,000

5. Related party transactions

During the year, the Company was charged $42,160 (2011: $108,634) by its parent
company for its proportionate share of professional dues incurred. In addition, the Company
was charged $21,079 (2011: $19,957) pertaining to the services provided by its parent
company on behalf of its clients.

At March 31, 2012, the amount due to its parent company is $34,489 (2011: $75,067).

The amounts due to its parent company are non-interest bearing and have no set terms of
repayment.

The above transactions occurred in the normal course of operations and are measured at the
exchange amount agreed to by the related parties.

6. Income taxes

The Company has approximately $98,560 (2011: $77,782) of unused tax losses that may be
claimed to reduce future taxable income. A full valuation allowance has been provided
against this amount due to the uncertainty regarding the realization of the deferred income
tax asset.

7. Capital requirements

The Company requires capital for operating and regulatory purposes including the funding of
current and future operations. The capital structure is defined as stockholder's equity which
is comprised of capital stock and retained earnings.

The Company’s capital management framework is designed to exceed the level of capital
that will meet the Company's regulatory capital requirements, fund current and future
operations, and ensure that the Company is able to meet its financial obligations as they
become due.

11



Wolverton Securities (USA), Ltd.

Notes to the financial statements
(Expressed in U.S. dollars)
March 31, 2012

7. Capital requirements (continued)

The Company is subject to the Securities and Exchange Commission’s Uniform Net Capital
Rule, which requires the maintenance of minimum net capital. The Company follows the
primary (aggregate indebtedness) method under Rule 15¢3-1 with the K(2)(i) exemption
which requires the Company to maintain minimum net capital equal to the greater of
$250,000 and one-fifteenth of aggregate indebtedness. If the net capital ratio exceeds 10 to
1, the Company may not withdraw equity capital or pay cash dividends.

At March 31, 2012, the Company had net capital of $321,976, which was $71,976 in excess
of its required net capital of $250,000. The Company’s ratio of aggregate indebtedness to
net capital was 0.196 to 1. As at March 31, 2012, the Company was in compliance with all
minimum regulatory requirements.

Net capital is a non-GAAP measure and it is a prescribed calculation by the Securities and
Exchange Commission’s Uniform Net Capital Rule. As a result, the measure may not be
comparable to similar measures prescribed by other companies.

8. Subsequent events
The Company has evaluated its operations subsequent to March 31, 2012, through the audit

report date and has determined there are no material subsequent events to disclose in the
financial statements.

12



Wolverton Securities (USA), Ltd.
Focus Report - Part IIA — Computation of Net Capital

(Expressed in U.S. dollars)
March 31, 2012

Schedule 1

1
2

3

10

11

12

13

14

15

w >

Ow>r

BOWON-

Total ownership equity (o/e)
Deduct o/e not allowable for net capital

Total o/e qualified for net capital
Add:
Allowable subordinated liabilities
Other deductions or credits

Total capital and allowable subloans
Deductions and/or charges:
Total non-allowable assets
Aged fail to deliver
Number of items
Other deductions and/or charges
Other additions and/or allowable credits

Net capital before haircuts
Haircuts on securities:
Contractual commitments
Subordinated debt
Trading and investment sec:
Exempted securities
Debt securities
Options
Other securities
Undue concentration
Other

Net capital

Minimum net capital required (based on 6 2/3% of total
aggregate indebtedness)

Minimum dollar requirement
Net capital requirement (greater of line 11 or 12)

Excess net capital

Net capital less greater of 10% of line 19 or 120%
of line 12

$ 340,029

340,029

340,029

(15,722)

324,307

(2,331)

$ 321,976

4,212

250,000

250,000

L R . B R -

71,976

$ 21,976

13



Wolverton Securities (USA), Ltd. Schedule 1 (continued)
Focus Report — Part llA — Computation of Net Capital

(Expressed in U.S. dollars)
March 31, 2012

Computation of aggregate indebtedness

16 Total Al liability from statement of financial condition $ 63,181
17 Add:

A Drafts for immediate credit

B Market value of sec borrowed where no equivalent value

is paid or credited

Cc Other unrecorded amounts
19 Total aggregate indebtedness $ 63,181
20 Ratio of AI/NC 19.62%
29 Percentage of debt to debt equity 0.00%

14



Wolverton Securities (USA), Ltd. Schedule 2

Other Representations

(Expressed in U.S. dollars)
March 31, 2012

Schedule: Computation of determination of reserve requirements pursuant to
Rule 15¢3-3

This particular schedule is not applicable to the above firm as at March 31, 2012. Wolverton
Securities (USA), Ltd. is exempt from 15¢3-3, due to the K(2)(ii) exemption. As a result, the
schedule is not included as part of the annual audit report.

Schedule: Information relating to the possession or control requirements under
Rule 15c3-3

This particular schedule is not applicable to the above firm as at March 31, 2012. Wolverton
Securities (USA), Ltd. is exempt from 15¢3-3, due to the K(2)(ii) exemption. As a result, the
schedule is not included as part of the annual audit report.

Schedule: Report describing any material inadequacies found to exist since the
date of the last audit

This particular report is not applicable to the above firm as at March 31, 2012. There have
been no material inadequacies found to exist since the date of the last annual audit.

15



Wolverton Securities (USA), Ltd. Schedule 3

Reconciliation of Computation of Net Capital

(Expressed in U.S. dollars)
March 31, 2011

Net capital per firm (per March 31, 2012 focus report submitted) $ 321,976

Add: no adjustments

Deduct: no adjustments

Net capital per audited computation of net capital as at March 31, 2012 $ 321,976

16



Wolverton Securities (USA), Ltd. Schedule 4
Supplementary Report of Independent Registered
Public Accounting Firm on Internal Control

Required by SEC Rule 17a-5

(Expressed in U.S. dollars)
March 31, 2012

Report of Independent Registered Public Accounting Firm on
Internal Control Required by SEC Rule 17a-5(g)(1) for a
Broker-Dealer Claiming an Exemption from SEC Rule 15¢3-3

The Board of Directors
Wolverton Securities (USA), Ltd.
Vancouver, BC

auditing procedures for the purpose of expressing o
but not for the purpose of expressing:an opinion on

Also, as required by Rule 17a-5(g)(1) of the Se
have made a study of the practlces and procegl

ies accounts for customers or perform custodial
e did not review the practices and procedures

2. Recordation of di nces required by Rule 17a-13.
3. Complying with thevrequirements for prompt payment for securities under Section 8 of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System.

4. Obtaining and maintaining physical possession or control of all fully paid and excess
margin securities of customers as required by Rule 15¢3-3.

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 judgements 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

17



Wolverton Securities (USA), Ltd. Schedule 4 (continued)
Supplementary Report of Independent Registered
Public Accounting Firm on Internal Control

Required by SEC Rule 17a-5

(Expressed in U.S. Dollars)
March 31, 2012

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 accounting principles generally
accepted in the United States of America. Rule 17a5(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, 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.

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 misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that
a material misstatement of the Company’s annual or interim financial statements will not be
prevented or detected on a timely basis.

Our consideration of internal control was for the limited purpose described herein 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.

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 March 31, 2012, to meet the SEC’s
objectives.

This report is intended solely for the information and use of the Board of Directors,
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 those specified parties.

Wm 4Lr
Vancouver, Canada

May 22, 2012 Chartered accountants
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