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RADACHI AND COMPANY
Cert fled Public Accountants and Business Consultants

900 East Broad Street Suite

Elyria Ohio 44035

Telephone 440 365-3 15 Fax 440 365-4868

INDEPENDENT AUDITORS REPORT

To the Members

of ETC Brokerage Services LLC

Elyria Ohio

Report on Financial Statements

We have audited the accompanying statement of financial condition of ETC Brokerage Services LLC
the Company as of December31 2012 and 1he related statements of income changes in members equity
and cash flows for the year then ended that are filed pursuant to Rule 7a-5 under the Securities Exchange
Act of 1934 and the related notes to the financial statements

Managements Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in

accordance with accounting principles generally accepted in the United States of America this includes the

design implementation and maintenance of internal control relevant to the preparation and fair presentation

of financial statements that are free from material misstatement whether due to fraud or error

Auditors Responsibility

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 involves performing procedures to obtain audit evidence about the amounts and disclosures

in the financial statements The procedures selected depend on the auditors judgment including the

assessment of the risks of material misstatement of the financial statements whether due to fraud or error In

making those risk assessments the auditor considers internal control relevant to the Companys preparation

and fair presentation of the financial statements in order to design audit procedures that are appropriate in the

circumstances but not for the purpose of expressing an opinion on the effectiveness of the Companys
internal control Accordingly we express no such opinion An audit also includes evaluating the

appropriateness of accounting policies used and the reasonableness of significant accounting estimates made

by management as well as evaluating the overall presentation of the financial statements

MEMBER OF THE AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS



INDEPENDENT AUDITORS REPORT

Audi/ors Responsibility Con/in tied

We believe that the audit evidence we have obtained is sufficient and appropriate to provide basis

for our audit opinion

Opinion

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

financial position of ETC Brokerage Services LLC as of December 31 2012 and the results of their

operations and their cash flows for the year then ended in accordance with accounting principles generally

accepted in the United States of America

0/her Matter

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken

as whole The information contained on pages 12 through 16 is presented for purposes of additional

analysis and is not required part of the financial statements but is supplementary information required by
Rule 7a-5 of the Securities and Exchange Act of 1934 Such information is the responsibility of

management and was derived from and relates directly to the underlying accounting and other records used to

prepare the financial statements The information on pages 12 through 16 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 on pages 12 through 16 is fairly stated in all material respects in relation to the financial

statements taken as whole

LL
February 25 2013

MEMBER OF THE AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS



ETC BROKERAGE SERVICES LLC

STATEMENT OF CONDITION

December 31 2012

ASSETS

ASSETS

Cash 55979

Prepaid expenses 20790
Total assets 76.769

LIABILITIES AND MEMBERS EQUITY

LIABILITIES

Accounts payable 5014
Total liabilities

5014

MEMBERS EQUITY 71755
Total liabilities and members equity 76769

The accompanying notes are an integral part of the flnancial statements

See lndpendent Auditors Report



ETC BROKERAGE SERVICES LLC

STATEMENT OF INCOME

Year Ended December 31 2012

REVENUE
Commissions income 3877
Mutual fundincome 16335 20212

EXPENSES
Commission expense 9802
Insurance 11728
License and permits 35632
Office and administrative 299

Professional fees 47528
Rent 2750

Regulatory fees 43

Taxes 250 108032

NET LOSS 87.820

The accompanying notes are an integral part of the financial statements

See Independent Auditors Report



ETC BROKERAGE SERVICES LLC

STATEMENT OF CHANGES IN MEMBERS EQUITY

Year Ended December 31 2012

BALANCE Beginning of year 19892

ADDITION Contributions 153000

DEDUCTIONS
Distributions to members 13317
Net loss 87820 101137

BALANCE End of year 71755

The accompanying notes are an integral part of the financial statements

See Independent Audtiors Report



ETC BROKEIRAGE SERVICES LLC

STATEMENT OF CASH FLOWS

Year Ended December 31 2012

CASH FLOWS FROM OPERATING ACTIVITIES

Net loss 87820
Adjustments to reconcile net loss to

net cash provided by used in operating activities

Increase decrease in

Receivables 937

Prepaid expenses 14553
Increase decrease in

Accounts payable and accrued expenses 1379
Net cash used in operating activities 100057

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from loans receivable 4000
Member contributions 153000
Shareholder distributions 13317

Net cash provided by financing activities 143683

NET INCREASE iN CASH 43626

CASH Beginning of year 12353

CASH End of year 55979

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION

Cash paid during the year for interest

Cash paid during the year for income taxes

The accompanying notes are an integral part of the fmancial statements

See Independent Auditors Report



ETC BROKERAGE SERVICES LLC

NOTES TO FiNANCIAL STATEMENTS

December31 2012

Note Summary of Significant Accounting Policies

Business Activity

The Company formerly known as Collective Financial Services LLC operates principally in

the securities industry as broker-dealer on fully disclosed basis and is registered with the

Securities and Exchange Commission SEC The Company is member of the Financial

Industry Regulatory Authority FINRA The Company is located in Elyria Ohio and

Guilford Connecticut and the majority of its customers are located in Connecticut

Estimates

The process of preparing financial statements in conformity with generally accepted

accounting principles requires the use of estimates and assumptions regarding certain types

of assets liabilities revenues and expenses Such estimates primarily relate to unsettled

transactions and events as of the date of the financial statements Accordingly upon

settlement actual results may differ from estimated amounts

Cash and Cash Equivalents

For purposes of the statement of cash flows the Company considers all highly-liquid

investments with an initial maturity of three months or less to be cash equivalents

Concentration of Risk

The Company maintains cash balance at bank The account at the bank is fully

insured by the Federal Deposit Insurance Corporation

Note Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule

SEC Rule 5c3-1 which requires the maintenance of minimum net capital and requires that the

ratio of aggregate indebtedness to net capital both as defined shall not exceed 15 to Net

capital and the related net capital ratio may fluctuate on daily basis At December 312012 the

Company had net capital of $50965 which was $45965 in excess of its required net capital of

$5000 The Companys net capital ratio was 10.19 to

See Independent Auditors Report



ETC BROKERAGE SERVICES LLC

NOTES TO FINANCIAL STATEMENTS

December 31 2012

Note Report Disclosure

Part III of the Mid-Ohio Securities Corp Focus Report Form X-17A-5 dated

December 31 2012 to the Securities and Exchange Commission is available for examination and

copying at the principal office of the Company in Elyria Ohio and at the Chicago Illinois

regional office of the Commission

Note Income Taxes

The Company is limited liability company that files its income tax returns on the accrual basis

as partnership for federal and state income tax purposes As such the Company does not pay
income taxes as any income or loss is included in the income tax returns of the individual

members Accordingly no provision is made for federal or state income taxes in the financial

statements

The Company follows the provisions of FASB ASC 740 Income Taxes that establishes single

approach to address uncertainty in the recognition of deferred tax assets and liabilities

As of December 31 2012 there were no positions for which management believes it is reasonably

possible that the total amounts of tax contingencies will significantly increase or decrease within

12 months of the reporting date The 2009 through 2011 tax years remain subject to examination

by the IRS

The Company files tax returns in the U.S federal jurisdiction two state jurisdictions and local

jurisdiction As of 2012 no uncertain tax positions are under audit for any of the Companys tax

jurisdictions

Note Related Party Transactions

The Company has an operating agreement with related party Equity Administrative Services

Inc to provide operating services The agreement requires quarterly payments of $2868
Operating service expenses amounted to $8604 for the year ended December 31 2012

See Independent Auditors Report
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ETC BROKERAGE SERVICES LLC

NOTES TO FINANCIAL STATEMENTS

December31 2012

Note Subsequent Events

In preparing these financial statements the Company has evaluated events and transactions for

potential recognition or disclosure through February 25 2013 the date the financial statements

were issued

related entity Mid-Ohio Securities Corporation plans to transfer its trading activities to the

Company in 2013

See Independent Auditos Report
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ETC BROKERAGE SERVICES LLC

COMPUTATION OF NET CAPITAL UNDER RULE 15C3-1

OF THE SECURITIES AND EXCHANGE COMMISSION

As of December 31 2012

NET CAPITAL

Total Members Equity 71755

Add
Liabilities subordinated to claims of general creditors

allowable in computation of net capital

Deferred federal income taxes

Total capital and allowable subordilnated liabilities 71755

Deductions andlor Charges

Non-allowable assets

Receivable from customers

Due from related parties

Other assets 20790 20790

Net Capital before Haircuts on Securities Positions 50965

Haircuts on Securities Computed where applicable pursuant to 5c3 -1

Trading and investment securities

Stocks and warrants

Other Securities

Undue concentration

50965

RECONCILIATION WITH COMPANYS COMPUTATION

Included in Part II of Form X- 7A-5 as of Iecember 31 2012

Net Capital as reported in Company Part II unaudited FOCUS report 55979

Increase in assets

Increase in liabilities 5014
Increase in non-allowable assets

Increase in undue concentration 5014

Net capital per above 50965

See Independent Auditors Report
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ETC BROKERAGE SERVICES LLC

COMPUTATION OF NET CAPITAL UNDER RULE 15C3-1

OF THE SECURITIES AND EXCHANGE COMMISSION

As of December 31 2012

COMPUTATION OF BASIC NET CAPITAL REOUIREMENT

Minimum net capital required 334

Minimum dollar net capital requirement of reporting broker or dealer 5000

Net capital requirement 5000

Excess net capital 45.965

Excess net capital at 1500% 50631

Excess net capital at 1000% 50464

Ratio Aggregate indebtedness to net capital .10 to

AGGREGATE INDEBTEDNESS

Items included in statement of financial condition

Accounts payable 5014

Accrued expenses

Total aggregate indebtedness 5014

Percentage of aggregate indebtedness to net capital 10

Percentage of debt-to-debt equity total computed in accordance with rule 5c3 -1d

See Independent Auditors Report
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RADACHI AND COMPANY
Certf led Public Accountants and Business Consultants

900 East Broad Street Suite

Elyria Ohio 44035

Telephone 440 365-3115 Fax 440 365-4668

INDEPENDENT AUDITORS REPORT ON INTERNAL ACCOUNTING CONTROL

To the Members

of ETC Brokerage Services LLC

Elyria Ohio

In planning and performing our audit of the financial statements of ETC Brokerage

Services LLC the Company as of and for the year ended December 31 2012 in accordance

with auditing standards generally accepted in the United States of America we considered the

Companys internal control over financial reporting internal control as 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 the Companys internal control

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

control

Also as required by rule 7a-5g of the Securities and Exchange Commission SEC
we have made study of the practices and procedures followed by the Company including

consideration of 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 7a-3a1 and the reserve required

by rule 5c3-3e Making the quarterly securities examinations counts verifications and

comparisons and the recordation of differences required by rule 7a- 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 and Obtaining and maintaining

physical possession or control of all fully paid and excess margin securities of customers as

required by rule 15c3-3

In addition as required by Regulation 1.16 of the Commodity Futures Trading

Commission CFTC we have made study of the practices and procedures followed by the

Company including consideration of control activities for safeguarding customer and firm assets

This study included tests of such practices and procedures that we considered relevant to the

objectives stated in Regulation 1.16 in making the following

14
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INDEPENDENT AUDITORS REPORT ON INTERNAL ACCOUNTING CONTROL
Continued

The periodic computations of minimum financial requirements pursuant to Regulation

1.17

The daily computations of the segregation requirements of Section 4da2 of the

Commodity Exchange Act and the regulations thereunder and the segregation of funds

based on such computations

The daily computations of the foreign futures and foreign options secured amount

requirements pursuant to Regulation 30.7 of the CFTC

The management of the Company is responsible for establishing and maintaining internal

control and the practices and procedures referred to in the preceding paragraphs 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 paragraphs and to assess whether those practices and procedures can be expected to

achieve the SECs and the CFTCs previously 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 preparation of

financial statements in conformity with generally accepted accounting principles Rule 7a-5g
and Regulation 1.1 6d2 list additional objectives of the practices and procedures listed in the

preceding paragraphs

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 and correct misstatements on timely basis signflcant deficiency is

deficiency or combination of deficiencies in internal control over financial reporting that is less

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

governance

15



INDEPENDENT AUDITORS REPORT ON INTERNAL ACCOUNTING CONTROL
Continued

material weakness is deficiency or combination of deficiencies in internal control

such that there is reasonable possibility that material misstatement ofthe 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

second and third 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 and certain regulated commodity customer and firm

assets 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 and third paragraphs of this report are considered by the SEC and CFTC to be

adequate for their purposes in accordance with the Securities Exchange Act of 1934 the

Commodity Exchange Act 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 on our study we believe that the Companys practices

and procedures as described in the second and third paragraphs of this report were adequate at

December 31 2012 to meet the SECs and CFTCs objectives

This report is intended solely for the information and use of the Board of Directors

management the SEC the CFTCand other regulatory agencies that rely on rule 7a-5g under

the Securities Exchange Act of 1934 or Regulation 1.16 of the CFTC or both in their regulation of

registered broker-dealers and futures commission merchants and is not intended to be and should

not be used by anyone other than these specified parties

-c
February252013
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