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OATH OR AFFIRMATION

Herbert Diamant

______________________________________________________________________
swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Diamant Investment Corporation
as

of
June 30

20_12 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 customer except as follows

Signature

President
Title

LkL1
Notary Public

My Commission Expires

This report contains check all applicable boxes
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Statement of Financial Condition

Statement of Income Loss
Statement of Changes in Financial Condition

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

El Statement of Changes in Liabilities Subordinated to Claims of Creditors

El Computation of Net Capital

El Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

El Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation ofNet Capital Under Rule 5c3- and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with
respect to methods of

consolidation

An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date of the previous audit

ll Supplemental Report of Independent Auditors on Internal Control

For conditions of confidential treatment of certain portions ofthisfihing see section 240.1 7a-5e3
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INDEPENDENT AUDITORS REPORT

To the Stockholders of

Diamant Investment Corporation

We have audited the accompanying statement of financial condition of Diamant Investment Corporation the
Company as of June 30 2012 and the related statements of operations changes in stockholders equity
changes in liabilities subordinated to claims of general creditors 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 Companys 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 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 reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the financial

position of Diamant Investment Corporation as of June 30 2012 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 whole The
information contained in the supplementary schedules required by Rule 17a-5 under the Securities Exchange Act
of 1934 is presented for purposes of additional analysis and is not required part of the financial statements
Such information is the responsibility of management and was derived from and relates directly to the underlying

accounting and other records used to prepare the financial statements The information has been subjected to

the auditing procedures applied in the audit of the financial statements and certain additional procedures

including comparing and reconciling such information directly to the underlying accounting and other records used

to prepare the financial statements or to the financial statements themselves and other additional procedures in

accordance with auditing standards generally accepted in the United States of America In our opinion the

information is fairly stated in all material respects in relation to the financial statements as wholeM1
Iselin New Jersey

August 21 2012

New York New Jersey San Francisco Los Angeles Cayman Islands



DIAMANT INVESTMENT CORPORATION

STATEMENT OF FINANCIAL CONDITION

June 30 2012

ASSETS

Cash and cash equivalents 193535

Cash segregated under federal regulations 20000

Due from clearing organization 75000

Securities owned at fair value 1132146

Interest receivable 4841

Property and equipment net of accumulated depreciation of $85784 43366

Secured demand notes 400000

Other assets 3395

Total assets 1872283

LIABILITIES AND STOCKHOLDERS EQUITY

Liabilities

Customer payable securities account 49166
Non-customer accounts payable 129640
Payable to broker-dealers 178718
Income taxes payable 98939
Payroll taxes payable and other 9714

Total liabilities 466177

Subordinated borrowings 400000

Stockholders equity

Common stock no par value 100 shares authorized issued and outstanding 85000
Additional paid-in capital 76326
Retained earnings 844780

Total stockholders equity 1006106

Total liabilities and stockholders equity 1872283

See accompanying notes to financial statements



DIAMANT INVESTMENT CORPORATION

STATEMENT OF OPERATIONS

Year Ended June 30 2012

Revenues

Commissions 247490

Net realized and unrealized gains 194647

Administrative fees 130986

Interest and dividends 14678

Other income 38564

Total revenues 626365

General and Administrative Expenses

Office salaries 60435

Officers salaries 56774

Clearing charges 39204

Insurance 32708

Data processing 26304

Interest 24685

Payroll and other taxes 24441

Dues and assessments 21851

Rent 20212

Communications 10976

Employee benefits 10500

Subscriptions 10441

Professional fees 8367

Depreciation 7427

Profit sharing 6779
Automobile 5778

Office 5086

Travel and entertainment 4629
Other expenses 8566

Total general and administrative expenses 385163

Net income before provision for income taxes 241202

Provision for income taxes 99953

Net income 141249

See accompanying notes to financial statements



DIAMANT INVESTMENT CORPORATION

STATEMENT OF CHANGES IN STOCKHOLDERS EQUITY

Year Ended June 30 2012

Additional

Common Stock Paid Retained

Shares Amount in Capital Earnings Total

Beginning balance July 12011 100 $85000 76326 703531 864857

Net income 141249 141249

Ending balance June 30 2012 100 85000 76.326 844780 1006106

See accompanying notes to financial statements



DIAMANT INVESTMENT CORPORATION

STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED TO CLAIMS OF GENERAL CREDITORS

Year Ended June 30 2012

Subordinated borrowings July 2011 400000

Increases decreases _____________

Subordinated borrowings June 30 2012 400000

See accompanying notes to financial statements



DIAMANT INVESTMENT CORPORATION

STATEMENT OF CASH FLOWS

Year Ended June 30 2012

Cash flows from operating activities

Net income 141249

Adjustments to reconcile net income to net cash

used in operating activities

Depreciation 7427

Changes in operating assets and liabilities

Cash segregated under federal regulations 35000

Securities owned 659764
Due from clearing organization 2000
Interest receivable 3624
Other assets 2740
Customer payable securities account 19810

Non-customer accounts payable 49417

Payable to broker-dealers 178718

Income taxes payable 96663

Payroll taxes payable 2614
Accrued expenses 1052

Net cash used in operating activities 143510

Cash and cash equivalents beginning of year 337045

Cash and cash equivalents end of year 193535

Supplemental disclosures

Interest paid 24685

Income taxes paid 4723

See accompanying notes to financial statements



DIAMANT INVESTMENT CORPORATION

NOTES TO FINANCIAL STATEMENTS

Nature of Operations and Summary of Significant Accounting Policies

Nature of Business

Diamant Investment Corporation the Company was incorporated on November 18 1974 in the State of

Connecticut The Company is broker-dealer registered with the Securities and Exchange Commission SEC
and is member of the Financial Industry Regulatory Authority FINRA

The Company self clears and handles its transactions through the facilities of the National Securities Clearing

Corporation the Depository Trust Company and Lakeside Bank

substantial portion of the customer securities are held in trust by the Depository Trust Company and Lakeside

Bank Physical possession of certain customers securities are held by the Company

Basis of Accounting

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 Boards Accounting

Standards Codification

Use of Estimates

The preparation of the financial statements in conformity with accounting principles generally accepted in the

United States of America requires management to make estimates and assumptions that affect the reported

amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial

statements and the reported amounts of revenues and expenses during the reporting period Actual results could

differ from these estimates

Commissions

Commissions are recorded when earned which is normally on settlement date basis adjusted for trade date if

material

Administrative Fees

Administrative fees are recorded as revenue when the services are complete revenues are earned and collection is

determined as reasonably assured

Cash and Cash Equivalents

The Company has defined cash and cash equivalents to be highly liquid investments with original maturities of

less than three months at the time of purchase

Cash Segregated Under Federal Regulations

Cash of $20000 has been segregated in special reserve bank account for the benefit of customers under Rule

5c3-3 of the SEC



DIAMANT INVESTMENT CORPORATION

NOTES TO FINANCIAL STATEMENTS

Nature of Operations and Summary of Significant Accounting Policies Continued

Securities Owned

Securities owned are reported at fair value with the resulting realized difference between cost and fair value

included in income or loss on the statement of operations Fair value fluctuations of securities maintained by the

company are adjusted monthly with the resulting unrealized appreciation or depreciation included in income or

loss on the statement of operations

Propietary securities transactions in regular-way trades are recorded on the trade date as if they had settled

Profit and loss arising from all securities transactions entered into for the account and risk of the Company are

recorded on trade date basis Customers securities transactions are reported on settlement date basis with

related commission income and expenses on settlement date basis adjusted for trade date basis if material

Customer Payable

Customer payable includes amounts due on security transactions that will be paid by the Company from the cash

account segregated under federal regulation

Property and Equipment

Property and equipment is stated at cost less accumulated depreciation Gains and losses from sales or

disposals of property and equipment are included in the statement of operations Expenditures for repairs and

maintenance are charged to expense as incurred Depreciation is computed under the straight-line method

based on estimated useful lives of five years for all assets

Income Taxes

The Company is organized as corporation and reports its taxable income and/or losses Income taxes are

accounted for under the asset and liability method Deferred tax assets and liabilities are recognized for the

future tax consequences attributable to the differences between the financial statement carrying amounts of

existing assets and liabilities and their respective tax bases Deferred tax assets and liabilities are measured

using enacted income tax rates expected to apply to taxable income in the years in which those temporary

differences are expected to be recovered or settled The effect on deferred tax assets and liabilities of change

in income tax rates is recognized in income in the period that includes the enactment date Deferred tax assets

are reduced by valuation allowance when in the opinion of management it is more likely than not that some

portion or all of the deferred tax assets will not be realized The Company has adopted calendar year period for

purposes of income tax reporting

The provision for income taxes includes federal and state income taxes currently payable or refundable and the

change in the deferred income taxes resulting from differences between the financial statement and tax basis of

assets and liabilities during the year

The Companys management is required to determine whether tax position of the Company is more likely than

not to be sustained upon examination by the applicable taxing authority including resolution of any related

appeals or litigation processes based on the technical merits of the position The tax benefit to be recognized is

measured as the largest amount of benefit that is greater than fifty percent likely of being realized upon ultimate

settlement with the relevant taxing authorites Based on its analysis the Companys management has

determined that it has not incurred any liability for unrecognized tax benefits as of June 30 2012 The Company
does not expect that its assessment regarding unrecognized tax benefits will materially change over the next

twelve months



DIAMANT INVESTMENT CORPORATION

NOTES TO FINANCIAL STATEMENTS

Nature of Operations and Summary of Significant Accounting Policies Continued

Income Taxes Continued

However managements conclusions regarding this policy may be subject to review and adjustment at later

date based on factors including but not limited to questioning the timing and amount of deductions compliance

with U.S Federal and U.S state tax laws and changes in the administrative practices and precedents of the

relevant taxing authorities

The Company recognizes interest and penalties accrued related to unrecognized tax benefits in income tax fees

payable if assessed No interest expense or penalties have been recognized as of and for the year ended June

30 2012 The Company files Federal income tax return and in New York State and may file in various

other States Generally the Company is no longer subject to income tax examinations by major taxing authorities

for years before 2008

Fair Value Definition and Hierarchy

Fair value is defined as the price that would be received to sell an asset or paid to transfer 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 fair value hierarchy for inputs is

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 are to be used when available The fair value hierarchy is

categorized into three levels based on the inputs as follows

Level Valuations based on unadjusted quoted prices in active markets for identical assets or liabilities that

the Fund has the ability to access

Level Valuations based on inputs other than quoted prices included in Level that are observable either

directly or indirectly

Level Valuations based on inputs that are unobservable and significant to the overall fair value

measurement

Fair value is market-based measure based on assumptions of prices and inputs considered from the

perspective of market participant that are current as of the measurement date rather than an entity-specific

measure Therefore even when market assumptions are not readily available the Companys own assumptions

are set to reflect those that market participants would use in pricing the asset or liability at the measurement date

The availability of valuation techniques and observable inputs can vary from investment to investment and are

affected by wide variety of factors including the type of investment whether the investment is new and not yet

established in the marketplace the liquidity of markets and other characteristics particular to the transaction To

the extent that valuation is based on models or inputs that are less observable or unobservable in the market the

determination of fair value requires more judgment Because of the inherent uncertainty of valuation those

estimated values may be materially higher or lower than the values that would have been used had ready

market for the investments existed The Company had no investments that would be categorized as Level or

in the fair value hierarchy as of June 30 2012



DIAMANT INVESTMENT CORPORATION

NOTES TO FINANCIAL STATEMENTS

Nature of Operations and Summary of Significant Accounting Policies Continued

Fair Value Valuation Techniques and Inputs

Common Stocks

The fair value of the common stocks is the fair value based on quoted market prices when available or market

prices provided by recognized broker dealers Investments in securities are used for trading purposes Gains

and losses are recorded in earnings Common stocks are generally categorized as Level in the fair value

hierarchy

Corporate and Municipal Bonds

Corporate and municipal bonds are valued at the closing price reported on the principal exchange on which the

individual securities are traded Corporate and municipal bonds are generally categorized as Level in the fair

value hierarchy

Fair Value Measurements

The Companys assets and liabilities recorded at fair value have been categorized based upon fair value

hierarchy as described in the Companys significant accounting policies in Note The following table presents

information about the Companys assets measured at fair value as of June 30 2012

Common stocks

Corporate bonds

Municipal bonds

Money market account and funds

Level

447753

71813

572183

40397

1132146

Level Level

Property and Equipment

Property and equipment consists of the following

Automobiles

Furniture fixtures and equipment

Less accumulated depreciation

Net property and equipment

94367

34783

129150

85784

Depreciation expense for the year ended June 30 2012 was $7427

43366

10



DIAMANT INVESTMENT CORPORATION

NOTES TO FINANCIAL STATEMENTS

Commitments and Contingencies

The Company is committed under month to month operating lease for office space at $5444 per month

Rent expense charged to operations for the year ended June 30 2012 was $20212 net of $45117 received from

an affiliated company See note

Net Capital Requirement

The Company is subject to the Security and Exchange Commissions Uniform Net Capital Rule 15c3-1 SEC Rule

5c3-1 which requires the maintenance of minimum net capital balance and ratio of aggregate indebtedness to

net capital not exceeding 15 to

At June 30 2012 the Company had net capital of $1266117 which was $1016117 in excess of its required net

capital of $250000 The Companys ratio of aggregate indebtedness to net capital was to 0.25 to

The Company is subject to Rule 15c3-3 of the Securities and Exchange Commissions Rule 15c3-3 which

requires segregation of funds in special reserve account for the exclusive benefit of customers At June 30
2012 the Company has segregated cash of $20000 under Rule 5c3-3

On July 2012 $35000 was deposited in the special reserve account to comply with its June 30 2012

requirement of $51264 On July 2012 the Company had $55000 in the Special Reserve Account which was

$3376 in excess of the deposit requirement to satisfy the June 30 2012 Rule 5c3-3 deposit requirement

Related Party Transactions

The Company has entered into shared services agreement with an affiliated company Diamant Asset

Management Inc the Affiliate to provide management and administrative services The Affiliate is registered

with the SEC The Company charges the Affiliate for administrative services and shared expenses These
amounts are included in administrative fees in the amount of $108590 and in shared general and administrative

expenses such as office and officers salaries automobile and transportation communications data processing

insurance subscriptions and other general expenses in the amount of approximately $248000 The Affiliate was
also charged $45117 for rent the receipt of which is included in rent expense In addition $125727 was due to

the Affiliate as of June 30 2012 and is included in non-customer accounts payable on the statement of financial

condition

The Company paid interest of approximately $24000 to the Companys stockholders as explained in Note

Profit Sharing Retirement Plan

The Company has qualified profit sharing plan whereby contributions are made at the discretion of the Board of

Directors The Companys Board of Directors can elect to have the Company contribute up to 15% of the total

compensation of all eligible participants to the profit sharing plan For the year ended June 30 2012 the

Company contributed $6779 to the Plan

Secured Demand Notes and Subordinated Borrowings

Secured Demand Notes

The Company has two non-interest bearing secured demand notes the Note in the amount of $400000 due
from two stockholders The Notes mature on June 15 2014 and are secured with marketable securities

11



DIAMANT INVESTMENT CORPORATION

NOTES TO FINANCIAL STATEMENTS

Secured Demand Notes and Subordinated Borrowings Continued

Subordinated Borrowings

The Company has entered into subordinated borrowings in the amount of $400000 with its two stockholders

These agreements bear interest at the rate of 6% per annum and mature on June 15 2014 Interest expense for

the year ended June 30 2012 was approximately $24000

The subordinated borrowings are with related parties and are available in computing net capital under the SECs
uniform net capital rule The subordinated borrowings can be retired only if after given effect to such retirements

the Company meets the net capital requirements governing the withdrawal of subordinated debt To the extent

that such borrowings are required for the Companys continued compliance with the minimum net capital

requirements they may not be repaid It is the Companys intention to renew the secured demand notes

consisting of marketable securities collateralizing the agreements due on June 15 2014 The value of the

collateral is valued in excess of the amount owed at June 30 2012

Financial Instruments with Credit Risk and Other Off-Balance Sheet Risk

At times during the year cash and cash equivalents in certain bank accounts may have exceeded Federal

Depository Insurance Corporation 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 such

counterparties

In the normal course of business the Company executes as agent securities transactions on behalf of its

customers If either the customer or counterparty fails to perform the Company may be required to discharge the

obligations of the nonperforming party In such circumstances the Company may sustain loss if the market value

of the security is different from the contract value of the transaction

The Company conducts business with broker-dealers clearing organizations and depositories that are primarily

located in the New York area The majority of the Companys transactions and consequently the concentration of

its credit exposures are with customers broker-dealers and other financial institutions in the United States These

transactions result in credit exposure in the event that the counterparty fails to fulfill its contractual obligations

10 Income Taxes

The provision for income taxes consists of the following

Federal 76877

State 23076

Total 99953

The Companys effective income tax rate is lower than what would be expected if the federal statutory rate were

applied to income before income taxes primarily because of meals and entertainment expense deductible for

financial reporting purposes that are not deductible for tax purposes There are no differences that would give

rise to deferred taxes at June 30 2012

11 Subsequent Events

The Company has evaluated subsequent events for potential recognition and disclosure and has not identified

any subsequent events that required adjustment or disclosure in these financial statements

12
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DIAMANT INVESTMENT CORPORATION

COMPUTATION OF NET CAPITAL UNDER RULE 15c3-1

OF THE SECURITIES AND EXCHANGE COMMISSION

June 30 2012

Net capital

Total stockholders equity 1006106

Add Subordinated borrowings allowable in computation of net capital 400000

Total capital and allowable subordinated borrowings 1406106

Deductions

Non-allowable assets

Property and equipment 43366

Other assets and petty cash 3425

Total non-allowable assets 46791

Net capital before haircuts 1359315

Haircuts on marketable securities

Equity securities 67163

Municipal bonds 21868

Corporate bonds 3359

Money market investments 808

Total haircuts 93198

Netcapitat 1266117

Aggregate indebtedness

Aggregate Indebtedness liabilities 336537

Adjustment based on deposits in Special Reserve Bank accounts 20000
Total aggregate indebtedness 316537

Computation of basic net capital requirement

Minimum net capital required greater of 2/3 of aggegate

indebtedness or $250000 250000

Excess net capital 1016117

Ratio of aggregate indebtedness to capital 0.25 to

Statement pursuant ot paragraph of Rule 7a-5

There are no material differences between the computation of net capital presented above and the computation

of net capital in the Companys unaudited amended Form X-17A-5 Part Il-A filing as of June 30 2012

See accompanying notes to financial statements

13



DIAMANT INVESTMENT CORPORATION

COMPUTUATION FOR DETERMINATION OF RESERVE REQUIREMENTS

UNDER RULE 15c3-3 OF THE SECURITIES AND EXCHANGE COMMISSION

June 30 2012

Credit factors

Free credit balances and other credit balances in customers security accounts 49166
Customers security accounts failed to receive

Total credit factors 49166

Debit factors

Debit balances in customers cash accounts

Customer securities failed to deliver not older than 30 days

Less 3% charge

Total debit factors

Net credit balance 49166

Amount of excess credits at 105% 51624

Compliance

Amount held on deposit in segregated bank accounts for the exclusive benefit

of customers at report date 20000

Amount deposited into segregated bank accounts for the exclusive benefit

of customers on July 2012 first business day following the year ended

June 30 2012 35000

Total amount held on deposit in segregated bank accounts on July 2012 55000

Excess amount in reserve account 3376

See accompanying notes to financial statements

14



DIAMANT INVESTMENT CORPORATION

INFORMATION RELATING TO POSSESSION OR CONTROL REQUIREMENTS UNDER

RULE 15c3-3 OF THE SECURITIES AND EXCHANGE COMMISSION

June 30 2012

Customer fully paid securities and excess margin securities not in the respondents control as of the report

date for which instructions to reduce to possession or control had been issued as of the report date for which

the required action was not taken by respondent within the time frames specified under Rule 5c3-3

None

Customer fully paid securities and excess margin securities for which instructions to reduce to possession or

control had not been issued as of the report date excluding items arising from temporary lags which result

from normal business operations as permitted under Rule 15c3-3

None

15
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SUPPLEMENTAL REPORT OF INDEPENDENT AUDITORS ON
INTERNAL CONTROL REQUIRED BY SEC RULE 17a-5g

To the Stockholders of

Diamant Investment Corporation

In planning and performing our audit of the financial statements of Diamant Investment Corporation the
Company as of and for the year ended June 30 2012 in accordance with auditing standards generally
accepted in the United States of America we considered the Companys internal control over financial reporting
as basis for designing our audit procedures for the purpose of expressing our opinion on the financial

statements but not for the purpose of expressing an opinion on the effectiveness of the Companys internal

control Accordingly we do not express an opinion on the effectiveness of the Companys internal control

Also as required by Rule 17a-5g1 of the Securities and Exchange Commission SEC we have made
study of the practices and procedures followed by the Company including consideration for control activities for

safeguarding securities This study included tests of compliance with such practices and procedures that we
considered relevant to the objectives stated in Rule 17a-5g in the following

Making the periodic computations of aggregate indebtedness or aggregate debits and net capital under
Rule 17a-3a11 and the reserve required by Rule 15c3-3e

Making the quarterly securities examinations counts verifications and comparisons and the recordation

of differences required by Rule 17a-13

Complying with the requirements for prompt payment for securities under Section of Federal Reserve

Regulation of the Board of Governors of the Federal Reserve System

Obtaining and
maintaining physical possession or control of all fully paid and excess margin securities of

customers as required by Rule 15c3-3

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 SECs 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 managements authorization and

recorded properly to permit the preparation of financial statements in conformity with accounting principles

generally accepted in the United States of America Rule 17a-5g lists additional objectives of the practices and

procedures listed in the preceding paragraph
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Because of inherent limitations in internal control and 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

deficiency in internal control exists when the design or operation of control does not allow management or

employees in the normal course of performing their assigned functions to prevent or detect misstatements on

timely basis significant deficiency is deficiency or combination of deficiencies in internal control that is less

severe than material weakness yet important enough to merit attention by those charged with governance

material weakness is deficiency or combination of deficiencies in internal control such that there is

reasonable possibility that material misstatement of the Companys financial statements will not be prevented or

detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first and second paragraphs and

would not necessarily identify all deficiencies in internal control that might be material weaknesses We did not

identify any deficiencies in internal control and control activities for safeguarding securities that we consider to be

material weaknesses as defined previously

We understand that practices and procedures that accomplish the objectives referred to in the second paragraph
of this report are considered by the SEC to be adequate for its purpose 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 material inadequacy for such purposes Based on this understanding
and our study we believe that the Companys practices and procedures as described in the second paragraph of

this report were adequate at June 30 2012 to meet the SECs objectives

This report is intended solely for the use of the Board of Directors management the SEC the Financial Industry

Regulatory Authority and other regulatory agencies that rely on Rule 17a-5g under the Securities Exchange Act

of 1934 in their regulation of registered broker dealers and is not intended to be and should not be used by

anyone other than these specified parties
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