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INDEPENDENT AUDITOR’S REPORT

To the Stockholder of
Beacon Hill Financial Corporation

" We have audited the accompanying statement of financial condition of Beacon Hill Financial
Corporation as of September 30, 2012, and the related statements of income, changes in stockholder’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. The financial statements are the responsibility of Beacon Hill Financial
Corporation’s management. Our responsibility is to express an opinion on the 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 Beacon Hill Financial Corporation as of September 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 basic financial statements
as a whole. The supplemental information contained in Schedule I and Schedule II required by rule 17a-5
under the Securities Exchange Act of 1934 is presented for purposes of additional analysis and is not a
required part of the basic financial statement, but is supplementary information. 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 auditing
procedures, including comparing and reconciling such information directly to the underlying accounts 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.

Respectfully submitted,

St b G 7

Raphael and Raphael LLP
Certified Public Accountants

Boston, Massachusetts
November 19, 2012



BEACON HILL FINANCIAL CORPORATION

Statement of Financial Condition
As of September 30, 2012

2012
ASSETS
Cash and Cash Equivalents $ 1,173,702
Certificate of Deposits » 2,471,290
United States Treasury Bills 507,940
Accounts Receivable 3,032
Privately Held Securities 25,000
Investment in Privately Held Limited Partnerships 559,321
Depreciable Assets, Net of Accumulated Depreciation and Amortization 20,137
Federal Tax Deposit 75,481
Other Assets 319,133
TOTAL ASSETS $ 5,155,036
LIABILITIES AND STOCKHOLDER'S EQUITY
LIABILITIES:
Accrued Expenses $ 72,041
Accounts Payable 12,581
Deferred Revenue 5,000
State Tax Payable 5,000
TOTAL LIABILITIES 94,622
STOCKHOLDER'S EQUITY:
Common Stock 11,500
Retained Earnings 5,048,914
TOTAL STOCKHOLDER'S EQUITY 5,060,414
TOTAL LIABILITIES AND STOCKHOLDER'S EQUITY $ 5,155,036

The accompanying notes are an integeral part of these financial statements.
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BEACON HILL FINANCIAL CORPORATION

Statement of Income
For The Year Ended September 30, 2012

2012
REVENUE $ 2,311,611
OPERATING EXPENSES:
Employee Compensation 1,135,742
Office and Other Operating Expenses 397,405
Travel and Entertainment 169,435
TOTAL OPERATING EXPENSES 1,702,582
INCOME BEFORE OTHER INCOME AND TAXES 609,029
OTHER INCOME:
Equity in Loss from Privately Held Limited Partnerships (212)
Income from Marketable Securities, Money Market Instruments, Other Investments
and Other 123,956
TOTAL OTHER INCOME 123,744
NET INCOME $ 732,773

The accompanying notes are an integeral part of these financial statements.
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BEACON HILL FINANCIAL CORPORATION

Statement of Changes in Stockholder's Equity
For The Year Ended September 30, 2012

Common Stock  Retained Earnings

BALANCE AT OCTOBER 1, 2011 AS PREVIOUSLY

REPORTED $ 11,500 $ 4,766,141
Add - Net Income _ - 732,773
Less - Dividends Paid - (450,000)
BALANCE AT SEPTEMBER 30, 2012 $ 11,500 $ 5,048,914

The accompanying notes are an integeral part of these financial statements.



BEACON HILL FINANCIAL CORPORATION

Statement of Cash Flows

For The Year Ended September 30, 2012

Cash Flows from Operating Activities:
Net Income

Adjustments to Reconcile Net Income to Net Cash Provided by Operating Activities:

Depreciation

Distributions/(Equity) from Limited Partnerships in Excess of Equity/(Distributions)

Gain on Disposition of Depreciable Assets
Gain on Dispostion of Securities
Net Unrealized Loss on Securities and Certificates of Deposits

Decrease (Increase) in:
Accounts Receivable
Federal Tax Deposit
Other Assets

Increase (Decrease) in:
Accounts Payable
Deferred Revenue
Accrued Expenses
Total Adjustments
Net Cash Provided by Operating Activities

Cash Flows from Investing Activities:
Capital Expenditures
Proceeds from Sale of Depreciable Assets
Purchase of Certificate of Deposits
Purchase of Government Securities
Proceeds from Sales of Securities
Net Cash Used in Investing Activities

Cash Flows from Financing Activities:
Dividends Paid
Net Cash Used in Financing Activities
Net Decrease in Cash and Cash Equivalents

Cash and Cash Equivalents at Beginning of Year

Cash and Cash Equivalents at End of Year

The accompanying notes are an integeral part of these financial statements.
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2012

732,773

7,208
(1,207)
(8,720)

(34,520)
46,299

25,133
(34,348)
(21,948)

(75,478)
5,000
(119,340)

(211,921)

520,852

(4,284)
10,000

(2,483,000)

(507,900)
59,520

(2,925,664)

(450,000)

(450,000)

(2,854,812)

4,028,514

1,173,702




BEACON HILL FINANCIAL CORPORATION

Notes to Financial Statements
September 30, 2012

Note 1 - THE COMPANY:

Beacon Hill Financial Corporation (the Company) is based in Boston, Massachusetts.
However, it has no geographical limits on its operations. The Company’s primary activity is placing
private securities with institutional investors. It is a registered broker/dealer, and accordingly, is subject
to the governing rules and regulations of the Financial Industry Regulatory Authority (FINRA) as well
as certain other regulatory agencies. Revenues may be affected by, among other things, the overall
activities of the financial markets.

Note 2 - SIGNIFICANT ACCOUNTING POLICIES:

Revenue Recognition

A principal source of operating revenues is placement fees for obtaining suitable investors for
certain client investment syndications, and general consulting fees. The Company recognizes revenues
from referral fees when prospective investors have given formal indication of their intent to commit
investment funds, when substantially all contingencies relating thereto have been satisfied, and when
such fees are payable pursuant to the underlying agreement with the client. Consulting fees are
recognized at such time as the fees are payable under the consulting agreement. Net income from
partnership interests is recognized under policies more fully described in Note 4.

Depreciable Assets .
Depreciable assets consisted of the following:

2012
Equipment and Office Furniture $ 144,160
Automobiles 91,035
Accumulated Depreciation (215,058)
$ 20137

Depreciable assets are recorded at cost. Major additions and improvements are capitalized,
while ordinary expenditures for maintenance and repairs are charged to expenses as incurred.
Depreciation is generally provided for on a straight line basis using estimated lives of 5 to 10 years for
furniture and equipment; and 5 years for automobiles. Leasehold improvements are amortized over 7
years. Depreciation and amortization expense for the year ended September 30, 2012 was $7,208.
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BEACON HILL FINANCIAL CORPORATION

Notes to Financial Statements
September 30, 2012

Note 2 - SIGNIFICANT ACCOUNTING POLICIES - Continued:

Cash and Cash Equivalents :
Cash and cash equivalents include cash held on checking and money market accounts.

Government and Agency Securities
In current year, company invested in U.S Treasury bills. Investments are presented at fair value
based upon information provided by the Company's investment custodian.

Privately Held Investments and Marketable Securities

Investments are presented at fair value in the financial statements. These valuations are
determined in good faith by Management. In making these valuations, Management takes into account
the cost of the investments to the Company and significant events affecting the issuer.

The investments with no readily available market are primarily made under agreements which
may be subject to certain restrictions. The values of these investments are based upon cost and are
adjusted for certain triggering events, which management believes reasonably estimates the fair market
value as of September 30, 2012. The Company’s estimate of fair value may differ significantly from

‘the values that would have been used had a readily available market value for the investments existed.

Due to this lack of readily available market values, this difference may be material.

Investment in Privately Held Limited Partnerships

The Company accounts for its investments in limited partnerships using the equity method.
Specific ownership accounts are maintained by the limited partnerships. In general, the Company will
recognize its distributive share of partnership income for the partnership year ending within its fiscal
year, generally in December. Thus, recognized income for fiscal year ended September 30, 2012 is
based on partnership results of operations for the year ended December 31, 2011. Due to various
uncertainties surrounding the determination and distribution of income from the foreign partnership,
income is recognized at the time it is actually received. In addition, certain partnerships may make
distributions, in excess of their carrying values in cash or securities, of income realized subsequent to
December 31, but prior to the end of the company’s September fiscal year end. In such cases, the
Company will recognize such amounts as income when received.

Use of Management Estimates

Management uses estimates and assumptions in preparing these financial statements in
accordance with accounting principles generally accepted in the United States of America. Those
estimates and assumptions affect the reported amounts of assets and liabilities, the disclosure of
contingent assets and liabilities, and the reported revenues and expenses. Actual results could vary
from the estimates that were used.
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BEACON HILL FINANCIAL CORPORATION

Notes to Financial Statements
September 30, 2012

Note 2 - SIGNIFICANT ACCOUNTING POLICIES - Continued:

Accounts Receivable

Trade accounts receivable are stated at the amount management expects to collect from
balances outstanding at year-end. There are no allowances provided for the year ended September 30,
2012.

Subsequent Events

Subsequent events are events or transactions that occur after the balance sheet date but that
could affect the amounts or disclosures in the financial statements. Management has evaluated
subsequent events through the date that the financial statements are available to be issued, which is the
date noted at the bottom of the auditor’s report.

Note 3 - SECURITIES, UNITED STATES TREASURIES AND CERTIFICATE OF DEPOSITS:

During the year the Company invested in certificate of deposits and United States Treasury
Bills. The certificate of deposits have maturity dates ranging from October, 2012 to July, 2015. The
United States Treasury Bills mature in November 2012 and January, 2013.

In prior years, the Company agreed to accept certain securities of privately held companies as
payment of fees for services rendered. There is no public market for such securities and accordingly,
they may not be readily disposable. There were no proceeds received during the year ended September
30,2012. Management believes that the carrying value of $25,000 approximates its fair value for
September 30, 2012.

Net income from securities includes interest, dividends, realized gains and changes in
unrealized appreciation/depreciation of investments. Realized gains are calculated based on the average
cost of securities sold. The net unrealized loss reflected in the statement of income for the year ended
September 30, 2012 was $46,299. Net realized gain from the sales of marketable securities reflected in
the statement of income for the year ended September 30, 2012 was $34,520.

8
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BEACON HILL FINANCIAL CORPORATION

Notes to Financial Statements
September 30, 2012

Note 4 - INVESTMENT IN PRIVATELY HELD LIMITED PARTNERSHIPS:

In the past, the Company has received special profits interests in privately held limited
partnerships in consideration for efforts expended in forming the partnerships. In most cases, the
Company invested only nominal amounts in these partnership interests. Since the partnership interests
had no public markeét and any return is contingent on future profitability of the partnerships, the initial
acquisitions have been recorded at estimated value of $1, plus any actual cash invested.

One of the partnerships contains a provision for escrowing 20% of distributions due to potential
refunds if certain performance benchmarks are not achieved by the underlying fund. The amount
escrowed by this partnership is approximately $275,000 which is reflected in the "Investment in
Privately Held Limited Partnerships" in the Statement of Financial Conditions.

The Company has both direct and indirect holdings in the privately held limited partnerships.
The percentage owned directly and indirectly varies from less than 1.5% to 7.5%.

Net loss from partnerships consisted of the following elements:

‘ 012
Distributive share of losses for partnership
Year ended December 31, 2011 $ (212)
Cash distribution of 2012 partnership income
received before September 30, 2012 -
Income from foreign partnership -
$  (12)

Condensed information from the partnerships at September 30, 2012, is not currently available.

Note S - FAIR VALUE MEASUREMENTS:

Generally accepted accounting principles require additional disclosures about fair value
measurements, establishing a three-level hierarchy for disclosure of fair value measurements. The
valuation hierarchy is based upon the reliability of inputs to the valuation of the Company’s
investments. The three levels are defined as follows:

Level 1 - Valuations based on quoted prices for identical securities in active markets

Level 2 - Prices determined using other significant observable inputs
Level 3 - Valuations based on inputs that are unobservable and significant

9
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BEACON HILL FINANCIAL CORPORATION

Notes to Financial Statements
September 30, 2012

Note 5 - FAIR VALUE MEASUREMENTS - Continued:

value:

The following is a summary of the inputs used in valuing the Company’s investments at

September 30, 2012
Asset Valuation Inputs Securities
Levell - Quoted Prices
Level 2 - Other Significant Unobservable Inputs
Level 3 - Significant Unobservable Inputs $25,000

Fair Value Measurements Using Significant Unobservable Inputs

September 30, 2012

Level 3
Securities
Beginning Balance $ 25,000
Total Unrealized Gains or Losses
Reported in Earnings
Recluses to Level 1 : -
Worthless Securities -
Ending Balance $ 25,000

Note 6 - PROFIT SHARING:

The Company has adopted a qualified profit sharing plan covering all persons employed by the
Company for 1,000 hours or more during its fiscal year and who have completed one year of service.
Corporate contributions to the plan are based solely on the discretion of the board of directors, subject
to applicable limitations of the Internal Revenue Code as then in effect. The Company’s accrued

contribution for the year ended September 30, 2012 is $72,040.
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BEACON HILL FINANCIAL CORPORATION

Notes to Financial Statements
September 30, 2012

Note 7 - INCOME TAXES:

For tax purposes, the Company reports on the cash basis of accounting, which generally
recognizes income when received and expenses when paid. Certain investments as described in Note 3
as well as other securities were received as distributions from investee partnerships, which were not
taxable currently. Accordingly, such securities will assume a nominal basis for income tax purposes
and gain will be recognized as and when they are sold or exchanged in a taxable transaction.

The Company has elected to be an S Corporation for federal income tax purposes. Under those
provisions, it generally will not be subject to federal or Massachusetts taxes on its taxable income.
Instead, the stockholder is liable for federal and Massachusetts taxes on such income. However, in
years when corporate gross taxable income exceeds $6,000,000, the Company is additionally liable for
a corporate level state tax at a rate of 3% to 4% of net taxable income. The Company was not subject to
such tax in the year ended September 30, 2012.

Pursuant to provisions of the Internal Revenue Service Code, the Company is required to make
refundable tax deposits in order to maintain a September 30 fiscal year. Pursuant to these provisions,
the Company has already made deposits of $75,481.

Management estimates that S Corporation tax impact on the shareholder will require a
significant portion of net income to be distributed to the shareholder as dividends in future years.

Note 8 - FINANCIAL INSTRUMENTS:

The carrying value of financial instruments such as cash, trade receivables and payables
approximate their fair market values, based on the short term maturities of these instruments. The
Company places its cash and short term investments in what management believes to be high credit
quality institutions. Frequently such investments are in excess of the FDIC insurance limit.

Note 9 - SETTLEMENT WITH FORMER OFFICER/EMPLOYEE:

In settlement of certain claims regarding compensation due former employees of the
corporation, the Company agreed to divide certain future revenue and partnership income. The
Company will retain between 80% and 95% of such income, depending upon the contract and the
partnership involved. The right to receive such future revenues is subject to a security agreement
between the parties.
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BEACON HILL FINANCIAL CORPORATION

Notes to Financial Statements
September 30, 2012

Note 10 - COMMITMENTS:

During the year, the company entered into an operating lease for six months and ends on
October 31, 2012. Monthly fee per this agreement is $4,152. On November 1* 2012, the company
entered into new agreement with the same entity for one year which ends on October 31 2013 for a
monthly fee of $4,983. Rent expense for the year ended September 30, 2012 was approximately
$23,000.

Year ending September 30, 2013 $ 58965
Year ending September 30, 2014 4,983

Total $ 63,948

Note 11 - RELATED PARTIES:

Other assets include a receivable from the shareholder of approximately $64,000 as of
September 30, 2012. The Company also rented office space from an entity in which the shareholder
of the Company owns a 15% interest. Rent expensed paid to this entity was approximately $70,000
during the year ended September 30, 2012.

Note 12 - CONCENTRATIONS:

Substantially all of the Company’s operating income is from three clients.

Note 13 - NET CAPITAL REQUIREMENTS:

Beacon Hill Financial Corporation is subject to the Securities and Exchange Commission
Uniform Net Capital Rule (SEC rule 15¢3-1), which requires the maintenance of minimum net capital
and requires that the ratio of aggregate indebtedness to net capital shall not exceed 15 to 1, and that net
capital shall in no event fall below $5,000. At September 30, 2012, the Company had net capital of
$4,040,737 which was $4,034,429 in excess of minimum net capital required of $6,308.

12
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BEACON HILL FINANCIAL CORPORATION

Schedule I

Computation of Net Capital Under Rule 15¢3-1 of the

Securities and Exchange Commission

As of September 30, 2012

NET CAPTIAL:
Total Stockholder’s Equity Qualified for Net Capital

Deductions and/or Charges:

Non-allowable Assets:
Accounts Receivable
Investments in Privately Held Securities
Investments in Privately Held Limited Partnerships
Depreciable Assets
Other Assets and Federal Tax Deposit

Total Non-allowable Asset

Haircuts on Securities:
Certificates of Deposits and United States Treasury Bills

Net Capital

AGGREGATE INDEBTEDNESS:
Accounts Payable, State Taxes Payable and Accrued Expenses
Total Aggregate Indebtedness

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT:
Calculated Net Capital Required Versus Aggregate Indebtedness
Minimum Dollar Net Capital Requirement

Excess Net Capital

13

$ 3,032
25,000
559,321
20,137
394,614

$ 94,622

$ 5,060,414

(1,002,104)

(17.573)

$ 4,040,737
$ 94,622

$ 6,308

5,000

$ 4,034,429




BEACON HILL FINANCIAL CORPORATION

Schedule I- Continued
Computation of Net Capital Under Rule 15¢3-1 of the
Securities and Exchange Commission

As of September 30, 2012

RECONCILIATION WITH COMPANY’S COMPUTATION
(Included in Part ITA of Form X-17a-5 as of September 30, 2012)

Net Capital as Reported in Company’s Part [IA FOCUS Report $ 4,127,193
Audit Adjustments (86.456)
Net Capital per Previous Page $ 4,040,737
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To the Stockholder of Beacon Hill Financial Corporation
120 Water Street
Boston, MA

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-7T)] to the Securities Investor Protection Corporation
(SIPC) for the period from October 1, 2011 to September 30, 2012, which were agreed to by Beacon Hill
Financial Corporation. and the Securities and Exchange Commission, Financial Industry Regulatory
Authority, Inc. and SIPC, solely to assist you and the other specified parties in evaluating Beacon Hill
Financial Corporation’s compliance with the applicable instructions of the General Assessment
Reconciliation (Form SIPC-7T). Beacon Hill Financial Corporation’s management is responsible for the
Beacon Hill Financial Corporation’s compliance with those requirements. This agreed-upon procedures
engagement was conducted in accordance with attestation standards established by the American Institute
of Certified Public Accountants. The sufficiency of these procedures is solely the responsibility of those
parties specified in this report. Consequently, we make no representation regarding the sufficiency of the
procedures described below either for the purpose for which this report has been requested or for any
other purpose. The procedures we performed and our findings are as follows:

1. Compared the listed assessment payments in Form SIPC-7T with respective cash disbursement records
entries, noting no differences;

2. Compared the total revenue amounts of the audited Form X-17A-5 for the period October 1, 2011 to
September 30, 2012, with the amounts reported in Form SIPC-7T for the period from October 1, 2011 to
September 30, 2012, see revenues noted for this period on the attached schedule;

3. Compared any adjustments reported in Form SIPC-7T with supporting schedules and working papers,
noting no differences;

4. Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7T and in the related
schedules and working papers supporting the adjustments, as noted in attached schedule

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.

Very truly yours,

pphad ok Tkl LI

Raphael and Raphael LLP
Certified Public Accountants

November 19, 2012



BEACON HILL FINANCIAL CORPORATION
DETERMINATION OF "SIPC NET OPERATING REVENUES"
AND GENERAL ASSESSMENT
FOR THE YEAR ENDING SEPTEMBER 30, 2012

Total revenue ) $2,435355

Additions:

Net loss from investment accounts 11,779
Total additions $2.447.134

Deductions:

Revenues from the distribution of shares of a registered open end investment

company or unit investment trust, from the sale of variable annuities,

the business of insurance, from investment advisory services rendered

to registered investment companies or insurance company separate

accounts and from transactions in security futures products. 0

Revenues from commodity transactions

Commissions, floor brokerage and clearance paid to other SIPC
members in connection with securities transactions. 0

Net gain from securities in investment accounts 0

100% commissions and markups earned from transaction in certificates
of deposit, treasury bills, bankers acceptances or commercial paper

that mature nine months or less from issuance date 0
Other R
Total deductions $ 0
SIPC NET OPERATING REVENUES $2,447,134
GENERAL ASSESSMENT @ .0025 (MINIMUM $150) $ 6,118

See Accountant’s Report
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BEACON HILL FINANCIAL CORPORATION
DETERMINATION OF "SIPC NET OPERATING REVENUES"
AND GENERAI ASSESSMENT
FOR THE YEAR ENDING SEPTEMBER 30, 2012

CHEDULE OF ASSESSMENT PAYMENTS

General Assessment 8 6,118
Less Payments Made:
Date Paid Amount
4/23/11 $2,557
10/10/12 3,363 6.028)
Total Assessment Balance or (Overpayment) $§ 90

See Accountant’s Report
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To the Stockholder of Wmifg‘m (o]0}

Beacon Hill Financial Corporation

Mail

In planning and performing our audit of the financial statements and supplemental
schedules of Beacon Hill Financial Corporation as of and for the year ended September 30, 2012
in accordance with auditing standards generally accepted in the United States of America, we
considered Beacon Hill Financial Corporation’s internal control over financial reporting as a basis
for designing our auditing 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 Beacon Hill
Financial Corporation internal control. Accordingly, we do not express an opinion on the
effectiveness of Beacon Hill Financial Corporation’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 Beacon Hill Financial
Corporation including consideration of control activities for safeguarding securities. This study
included 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 Beacon Hill Financial Corporation 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 Beacon Hill Financial Corporation in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons
2. Recordation of differences required by rule 17a-13
3. Complying with the requirements for prompt payment for securities under Section 8 of

Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System
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The management of Beacon Hill Financial Corporation 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 Beacon Hill Financial Corporation 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) lists additional objectives of the practices and procedures listed in the preceding paragraph.

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.

A deficiency in internal controls may 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 significant deficiency is a
control deficiency, or combination of control 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 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
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
Beacon Hill Financial Corporation’s practices and procedures, as described in the second
paragraph of this report, were adequate at September 30, 2012, to meet the SEC’s objectives.

L:_ _ ! Certified Public Accountants and Consultants



This report is intended solely for the information and use of management, the SEC, the
Financial Industry Regulatory Authority, 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.

Very truly yours,

okl md ZZAM L1

Raphael and Raphael LLP
Certified Public Accountants

Boston, Massachusetts
November 19, 2012
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