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I’

Stephen D. Martino

OATH OR AFFIRMATION )

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

Detwiler Fenton & Co.

of December 31 ,2012 , are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

None.

, swear (or affirm) that, to the best of

A~
/3

Signature

/ Chief Financial Officer
Z%Z;ﬁéé72§: ;i Title

-

0 OCOONOREREE

0ol

his report ** contains (check all applicable boxes):

(@)
(b)
©)
(d)
(e)
®
(g)
(h)
)

)}

k)
M

Notary Public

Facing Page.
Statement of Financial Condition.

COLLEEN M. BRADLEY
Statement of Income (Loss).

,ﬁ Notary Public
' COMMONWEALTH OF MASSACHUSETTS
My Commission Expires
August 28, 2014
Statement of Changes in Financial Condition.

Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
Statement of Changes in Liabilities Subordinated to Claims of Creditors.

Computation of Net Capital.

Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the

Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

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

consolidation.
An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) Areport describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).



WOLF

& COMPANY, PO

Independent Accountants’ Report

To the Finance Committee of
Detwiler Fenton & Co.
Boston, Massachusetts

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 General
Assessment Reconciliation (Form SIPC-7) of the Securities Investor Protection Corporation
(SIPC) for the year ended December 31, 2012, which were agreed to by Detwiler Fenton & Co.
(the “Company”), the Securities and Exchange Commission, the Financial Industry Regulatory
Authority, Inc. and the 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 representation regarding the sufficiency of the procedures described
below either for the purpose for which this report has been requested or for any other purpose.
The procedures we performed and our findings are as follows:

1. Compared the listed assessment payments in Form SIPC-7 with respective cash
disbursement record entries.

No differences noted.

2. Compared the amounts reported on the Form X-17A-5 for the year ended December 31,
2012 with the amounts reported in the Form SIPC-7

No differences noted.

3. Compared any adjustments reported in Form SIPC-7 with supporting schedules and
working papers.

No adjustments are reported in Form SIPC-7.
WWM
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4. Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the
related schedules and working papers.

No differences noted.

5. Compared the amount of any overpayment applied to the current assessment with the
Form SIPC-7 on which it was originally computed.

No overpayment has been applied.

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.

d K a'mpd/ﬂ/V‘
Boston, Massachusetts

February 28, 2013



SECURITIES INVESTOR PROTECTION CORPORATION
P.O. Box 92185 %azsgln‘gtggéoo.c. 20080-2188

General Assessment Reconclliation

For the liscal year anded DECEMBER 31 , 2012
{Read carefuily the instructions in your Working Copy before completing this Form)

SIPC-7

(33-REV 7/10)

SIpt-7

") {33-REV 7/10)

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS
1. Name of Member, address, Designated Examining Authority, 1934 Act registration no. and month In which fiscal year ends for
purposes of the audit requirement of SEC Rule 17a-5:
| I Note: If any of the Information shown on the malling labsl
DETWILER FENTON & CO. requires correction, please e-mall any cosrections t%
100 HIGH STREET, SUITE 28 form@slpc.org and so Indicate on the form flled.
BOSTON, MA 02110 :
, Name and telephone number of person to contact
respecting this form.
l-—— __JSTEPHEN MARTINO, CFO
2. A, General Assessment (item 2o from page 2) $19,742

B. less payment made with SIPC-8 filed {exclude interest) (10,309

AUGUST 10, 2012 )

. Pale Paid ‘
C. Less prior overpayment applied (°
D. Assessmant balance due or {overpayment) 9,433
E, Interest computed on late payment {see instruction E) lor_o__,__days at 20% per annum 0
) F. Total assessment balance and interest dus (or overpayment carrled forward) $9433

G. PQIDKWIT}? TH‘I’S FORIA)AI: SIPG _

Check enclosed, payable to

* Total (must be same as F above) $9,433

H. Overpayment carried forward - 50 )

3. Subsidiarles (S) and predecessors (P} included In this form (give name and 1934 Act registration number):

The SIPC member submilting this form and the

person by whom it is executed represent thereby DETWILER FENTON.A-CO.
mi' :(iln:g:g{g‘.a“on contained hereln ls rue, cofrect "1 Gorpotation, Pailnershlp or olkes organizalion)
had TAuthotized Slgnaivre]
Dated the 24 day of JANUARY 24 2013 | STEPHEN MARTINO, CFO
[Thie)

This form and the assessment payment Is due 60 days atter the end of the flgoal year, Retain the Working Copy of this lorm
for a period of not less than 6 years, the lalest 2 years In an easlly accesslble place.

&2 Dates

E Postmarked Recelved Reviewed

E Calculalions Documentation . Forward Copy
o

c¢o Excoptlons:

B

&2 Disposition of excoptions:

WORKING COPY



o he DETERMINATION OF “SIPC NET OPERATING REVENUES"
. ' AND GENERAL ASSESSMENT
,\) ) Amounts for the fiscal perlod
) beginning 12

and ending DECEMBER'3, 2012
Eliminate cents

Item No,
28, Tolal revenue (FOCUS Lina 12/Part IIA Line 9, Cods 4030) $8,358,934

2b. Additions:
(1) Totat revenues from the securllies business of subsidiaries (except foreign subsidiaries) and
prodecessors nol included above,

(2).Net loss from principal transactions in securities In tradlng accounts.

(9) Net loss {rom principal transactions in commodities In trading agcounts.

olojolo

(4} Interest and dividend expense deducled In determining ltem 2a,

{5) Ne! loss lrom management of or participation In the underwrlting or distribution ol sacurities.

(6) Expanses other than adverlising, printing, regisiration fees and lagal loes deducted in determining net
profit from management of or participation in underwriting or distribution of seouritles,

o

59,674

(7) Net loss from ssourilies in investment accounts.

Total additions 59,674

2¢, Deductions:
(1) Revenues from the distributlon of sharos of a registered opon end investment companr or unit
invesiment frusl, lrom the sale of variable annuities, from the business of insurance, from investment
advisory services rendered to rogistorad invesimeni companies or insurance company separale 0

accounts, and from transactions in securily fetures products.

{2) Revenues from commodity transactions. 0
)
(3) Gommissions, floor brokerage and clearance paid to othar SIPC members in connsotion with
securitios transactions. ) (521,612)
{4) Relmbursements for postage In connaction with proxy sollcitation, 0
0

{5) Net gain from secuilties in invesiment accounts.

{6) 100% of commissions and markups sarned Irom transactions in (1) certificales of deposit and
(li) Treasury bills, bankers acceplances or commercial paper that malure nine months or loss 0

{rom Issuance date.
(7) Direcl expanses of printing advertising and legal fees Incurred In connection with other revenue 0

related 1o the securilles business (revenuo delined by Section 16(9){L) of the Act).

(8) Other revenus not related either diractly or indirectly to the socurities business.
{See Instruction C):

Y . 0

(9) (1) Total interest and dividend sxpense (FOCUS Line 22/PARY lIA Line 13,
Codo 4075 plus line 2b(4) above) but not In excess 216
of total interest and dividend incoms. $

{i1) 40% of margin interest earned on cuslomers securities 0
accounts (40% of FOCUS tine 5, Code 3960). $
Enter the greater oI. line {i) or (ii) (21 6)
Tolal deductions (521,828)
) 2d. SIPC Net.Operating Revenues 371896»780
26. General Assessmen! @ .0025 § 19,742

{to page 1, line 2.A.)
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OATH OR AFFIRMATION

1, Stephen D. Martino , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Detwiler Fenton & Co. , as
of December 31 .2012 | 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 a customer, except as follows:

None.

22—~

-
4 |-

Signature

Chief Financial Officer
Title

b M

Notary Public

S

This report ** contains (check all applj
(a) Facing Page.
(b) Statement of Financial Cofdition.
(c) Statement of Income (Loss).
Y

August 29, 2014

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

O (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

[0 (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

O (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

O () A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

D (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Oath or Affirmation.
O (m) A copy of the SIPC Supplemental Report.

O (n) Areportdescribingany material inadequacies found to exist or found to have existed since the date ofthe previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.1 7a-5(e)(3).
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WOLF

& COMPANY, P.C.

Independent Auditors’ Report

To the Board of Directors of Detwiler Fenton & Co.:

We have audited the accompanying financial statements of Detwiler Fenton & Co., which comprise the
statement of financial condition as of December 31, 2012, and the related statements of operations,
changes in stockholder’s equity, and cash flows for the year then ended, and the related notes to the
financial statements that you are filing pursuant to Rule 17a-5 under the Securities Exchange Act of 1934.

Management’s 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 from 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 entity’s 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 entity’s
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.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

—

MEMBER OF PKF NORTH AMERICA, 99 HIGH STREET BOSTON, MA 02110-2320 P 617-439-9700
AN ASSOCIATION OF LEGALLY INDEPENDENT FIRMS WOLFANDCO.COM



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Detwiler Fenton & Co. 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.

Other Matter

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole.
The information presented on page 16 is 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 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 a whole.

wo{,(d@np%/(, .

Boston, Massachusetts
February 27, 2013



Detwiler Fenton & Co.

Statement of Financial Condition

At December 31, 2012
Assets
Cash and cash equivalents (Note 2) $ 898,939
Investments, at fair value (Note 4) 36,600
Deposit with clearing organization (Note 3) 75,000
Commissions and other receivables 226,671
Fixed assets, net (Note 5) 139,961
Prepaid expenses and other assets 48,519
Total assets $ 1,425,690

Liabilities and Stockholder's Equity

Liabilities:
Salaries, bonuses and commissions payable (Note 6) $ 242,148
Accounts payable and accrued liabilities 132,500

Total liabilities 374,648

Commitments and contingencies (Notes 5, 6 and 9)

Stockholder's equity (Note 3):
Common stock, no par value, authorized 7,500 shares,

900 shares issued and outstanding 131,563
Additional paid-in-capital 2,372,008
Accumulated deficit (1,452,529)

Total stockholder's equity 1,051,042
Total liabilities and stockholder's equity $ 1,425,690

See accompanying notes to financial statements.



Detwiler Fenton & Co.

Statement of Operations

Year Ended December 31, 2012

Revenues:
Commissions
Private placement fees
Interest, fees and other
Total revenues

Expenses:
Compensation and benefits (Note 6)
General and administrative
Occupancy, communications and systems (Note 5)
Execution costs

Management fees received from Affiliate (Note 11)
Total expenses

Other income (expense):
Realized and unrealized losses on investments, net (Note 4)

Loss before income taxes
Income tax expense (Note 7)

Net loss

See accompanying notes to financial statements.

$ 8,026,168
389,049
3,390
8,418,607

6,319,977
907,612
921,416
521,562

70,000

8,600,567

(59,673)
(241,633)

19,088

$ (260,721)



Detwiler Fenton & Co.

Statement of Changes in Stockholder’s Equity

Year Ended December 31, 2012

Additional Total
Common Paid-in Accumulated Stockholder’s
Stock Capital Deficit Equity
Balance at December 31, 2011 $ 131,563 $ 2,474,168 $ (1,191,808) § 1,413,923
Cash investment from Parent -
Detwiler Fenton Group, Inc. - 50,000 - 50,000
Cash dividend to Parent -
Detwiler Fenton Group, Inc. - (152,160) - (152,160)
Net loss - - (260,721) (260,721)
Balance at December 31, 2012 $ 131,563 $ 2,372,008 $ (1,452,529) $§ 1,051,042

See accompanying notes to financial statements.



Detwiler Fenton & Co.

Statement of Cash Flows

Year Ended December 31, 2012

Cash flows from operating activities:
Net loss $ (260,721)
Adjustments to reconcile net loss to net
cash used by operating activities:

Realized and unrealized loss on investments, net 59,673
Depreciation and amortization 74,881
Deferred income taxes 12,852
Changes in:
Commissions and other receivables 100,315
Employee receivable 14,500
Income taxes receivable 152,160
Prepaid expenses and other assets 40,092
Due from Affiliate, net 183,713
Salaries, bonuses and commissions payable (726,048)
Accounts payable and accrued liabilities (102,279)
Net cash used by operating activities (450,862)
Cash flows from investing activities:
Purchase of investments (1,378,968)
Sales of investments 1,282,695
Purchase of fixed assets (5,571)
Net cash used by investing activities (101,844)
Cash flows from financing activities:
Cash investment received from Parent 50,000
Cash dividend paid to Parent (152,160)
Net cash used by financing activities (102,160)
Net decrease in cash and cash equivalents (654,866)
Cash and cash equivalents, beginning of year 1,553,805
Cash and cash equivalents, end of year $ 898,939

Supplemental disclosures of cash flow information:
Cash payments for state income taxes $ 6,236

See accompanying notes to financial statements.



Detwiler Fenton & Co.

Notes to Financial Statements

Year Ended December 31, 2012

ORGANIZATION

Detwiler Fenton & Co., (the “Company”) is a wholly-owned subsidiary of Detwiler Fenton
Group, Inc. (“DFG” or “Parent”). Detwiler Fenton & Co. is a broker-dealer which
provides research services and receives payment in the form of securities trading
commissions and cash payments. The Company also offers private placement investments
to accredited investors and receives private placement fees. The Company is registered
with the Securities and Exchange Commission and is a member of the Financial Industry
Regulatory Authority. The Company is headquartered in Boston, Massachusetts and has an
office in New York, New York.

The Company introduces customer transactions on a fully disclosed basis to its clearing
broker, National Financial Services LLC (“NFS”), which is a wholly-owned subsidiary of
Fidelity Investments.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation — The financial statements of the Company have been prepared in
accordance with accounting principles generally accepted in the United States of America.

Cash and Cash Equivalents — Cash and cash equivalents include financial instruments
with an original maturity at date of purchase of three months or less. The Company
maintains cash and cash equivalent deposits in excess of federally insured limits at a
financial institution. The Company has not experienced any losses in this account and does
not believe it is exposed to significant credit risk.

Commissions Receivable — Commissions receivable represents commissions earned for the
current month from securities transactions. On a periodic basis, the Company evaluates its
commissions receivable to determine the need for any allowance for doubtful accounts.

The allowance for doubtful accounts is management’s best estimate of probable losses
which may be incurred. Factors considered in its determination of the need for an
allowance for doubtful accounts include economic conditions and each customer’s payment
history and credit worthiness. Commissions receivable balances are written-off when
deemed uncollectible, with any future recoveries recorded as income when received.

Based on management’s review of its commissions receivable balance, no allowance for
doubtful accounts is considered necessary.

Securities Transactions — Proprietary securities transactions in regular-way trades are
recorded on the trade date.



Detwiler Fenton & Co.

Notes to Financial Statements (Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Fixed Assets — Fixed assets are stated at cost with depreciation and amortization expense
recorded using the straight line method over periods ranging from three to eight years.

Due from/to Affiliate — From time to time, the Company may extend (or receive) working
capital to (or from) its Parent or an affiliate of its Parent for services provided. Any
extensions of working capital are unsecured and are generally repaid from the operating
cash flow of the Parent or affiliate, if available.

Investment Valuation and Income Recognition — Investment securities are presented at fair
value on the statement of financial condition with changes in fair value recorded in
earnings. Gains and losses on the sale of securities are recorded on the trade date. Interest
and dividends are included in net interest income.

Fair Value Hierarchy - The Company groups its assets and liabilities measured at fair
value in three levels, based on the markets in which the assets and liabilities are traded and
the reliability of the assumptions used to determine fair value.

Level 1 — Valuation is based on quoted prices in active markets for identical assets or
liabilities. Valuations are obtained from readily available pricing sources for market
transactions involving identical assets or liabilities.

Level 2 — Valuation is based on observable inputs other than Level 1 prices, such as quoted
prices for similar assets or liabilities; quoted prices in markets that are not active; or other
inputs that are observable or can be corroborated by observable market data for
substantially the full term of the assets or liabilities.

Level 3 — Valuation is based on unobservable inputs that are supported by little or no
market activity and that are significant to the fair value of the assets or liabilities. Level 3
assets and liabilities include financial instruments whose value is determined using
unobservable inputs to pricing models, discounted cash flow methodologies, or similar
techniques, as well as instruments for which the determination of fair value requires
significant management judgment or estimation.

The Company recognizes transfers between levels of fair value measurements at the end of
the reporting period as if the transfer occurred on the last day of the reporting period.
There were no transfers in 2012.

Bonuses Payable — Bonuses are recognized as earned by employees.



Detwiler Fenton & Co.

Notes to Financial Statements (Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (concluded)

Commissions and Execution Costs — Commission revenues and related execution costs are
recorded on a trade date basis as securities transactions occur.

Income Taxes — Income tax assets arise from credits to the statement of operations for the
estimated income taxes receivable by the Company. The Company did not record a current
income tax benefit from its loss before income taxes in 2012 due to continued operating
losses which the Company has recorded over the past three years.

Deferred income taxes receivable are recorded for future tax consequences attributable to
differences between the financial statement carrying amounts of assets and their respective
tax bases. Deferred income tax assets are measured using enacted income tax rates and a
valuation allowance is established if it is more likely than not that all or a portion of the
deferred income tax assets will not be realized. The Company participates in the filing of
the consolidated federal income tax return of its Parent and records federal income tax
expense using a 34% income tax rate. The deferred tax provision and a related receivable
are recognized to the extent of temporary differences attributable to the Company.

Tax positions taken by the Company are required to be evaluated to determine whether
they are “more-likely-than-not” to be upheld under regulatory review. The estimated tax
impact of tax positions which do not meet the more-likely-than-not criteria is required to be
recognized in the financial statements. There are no uncertain tax positions that require
accrual or disclosure at December 31, 2012. Generally, the Company is no longer subject
to federal and state tax examinations by tax authorities for years prior to December 31,
2009.

Use of Estimates — The preparation of the Company’s financial statements in conformity
with accounting principles generally accepted in the United States of America requires
management to make estimates and assumptions that affect amounts reported in the
accompanying financial statements. Actual results could vary from the estimates that were
used.

NET CAPITAL REQUIREMENT

The Company is subject to the Uniform Net Capital Rule 15¢3-1 of the Securities and
Exchange Commission (the “Net Capital Rule”) which requires the maintenance of
minimum net capital and a ratio of aggregate indebtness to net capital not to exceed 15 to 1.
Net capital is computed under the basic method permitted by the Rule, which requires
minimum net capital to be $100,000 at December 31, 2012. The Company’s net capital
was $830,970 or $730,970 in excess of its minimum net capital requirement at

December 31, 2012. The Company’s ratio of aggregate indebtedness to net capital was .45
to 1.



Detwiler Fenton & Co.

Notes to Financial Statements (Continued)

NET CAPITAL REQUIREMENT (concluded)

Detwiler Fenton & Co. is a fully disclosed broker-dealer with National Financial Services
LLC (“NFS”). At December 31, 2012, the Company had a minimum net capital
requirement under the terms of the agreement with NFS of $250,000 and the Company is
also required to maintain a clearing deposit of $75,000.

A computation of the reserve requirement is not applicable as the Company qualifies for
exemption under Rule 15¢3-3(k)(2)(ii).

INVESTMENTS

Investments consist of purchased options with a fair value of $36,600 at December 31,
2012.

The net unrealized loss on investments held at December 31, 2012 was $24,828.

The following methods and assumptions were used by the Company in estimating fair
value disclosures:

Investments — Fair value of investment securities is based on quoted market prices in an
active exchange market. Investment securities are categorized as Level 1 in the fair
value hierarchy.

Assets Measured at Fair Value on a Recurring Basis

Assets measured at fair value on a recurring basis at December 31, 2012 are summarized
below:

Level 1 Level 2 Level 3 Fair Value
Investment securities $ 36,600 $ - $ - $ 36,600
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Detwiler Fenton & Co.

Notes to Financial Statements (Continued)

FIXED ASSETS, NET

Fixed assets, net at December 31, 2012 follow:

Furniture and equipment $ 375844
Leasehold improvements 29,049
404,893
Less accumulated depreciation and amortization (264,932)
3139961

Depreciation and amortization expense was $74,881 for the year ended December 31, 2012.
Total rent expense, including real estate taxes and utilities, was $633,173 for the year ended
December 31, 2012.

Future minimum annual lease payments under non-cancelable lease agreements outstanding
at December 31, 2012 totaled $403,564 through December 31, 2013.

SALARIES, BONUSES AND COMMISSIONS PAYABLE

Salaries, bonuses and commissions payable at December 31, 2012 are comprised of the
following:

Salaries, bonuses and employment tax accruals $ 233,105
Commissions payable 9,043
$ 242,148

Prior to January 1, 2012, capital markets research employees earned bonuses based upon
commission revenues less salary draws and other costs, with 70% payable in the current
year and 30% allocated to a deferred pool. Deferred bonus payments were contingent upon
continuing employment and were paid in equal installments over a three-year vesting
period. Effective September 30, 2012, the Company terminated the capital markets
research employees current and deferred employee compensation plans. Accordingly,
there is no unrecorded, contingent deferred bonus obligation at December 31, 2012.

11



Detwiler Fenton & Co.

Notes to Financial Statements (Continued)

SALARIES, BONUSES AND COMMISSIONS PAYABLE (concluded)

Activity in accrued, contingent deferred bonus payable for the year ended December 31,
2012 follows:

Balance at beginning of year $ 486,935
Payments (383,333)
Employee waiver of contractual payment obligation (83,333)
Reversal due to contingent deferred bonus plan termination (20,269)
Balance at end of year $ -
INCOME TAXES

Income tax expense (benefit) for the year ended December 31, 2012 follows:

Current;
Federal $ -
State 6,236
Total current 6,236
Deferred:
Federal (77,624)
State 2,980
Change in valuation reserve 87,496
Total deferred 12,852
Total income tax expense $ 19,088

Actual income tax benefit differs from the amount ‘‘expected’’ using the statutory federal
tax rate for the year ended December 31, 2012 as follows:

Expected income tax benefit using statutory federal

income tax rate of 34% $ (82,155)
Effects of:

Change in valuation reserve 87,496

Meals and entertainment 8,250

State income taxes, net of federal tax benefit 6,083

Other (586)

Total income tax expense effective income tax rate of 7.9%  _$ 19,088

12



Detwiler Fenton & Co.

Notes to Financial Statements (Continued)

INCOME TAXES (concluded)

Components of deferred income taxes, net at December 31, 2012 follow:

Federal net operating loss carryforward $ 68,995
Federal capital loss carryforward 20,289
Accrued liability 7,860
Charitable contributions 17,296
Depreciation (14,092)
Total deferred income taxes 100,348
Less valuation reserve (100,348)
Total deferred income taxes, net $ -

In 2012, the Company evaluated its deferred income tax assets and determined that it was
“more-likely-than-not” that 100% of the deferred income tax assets would not be realized
through future taxable income. Therefore, a 100% valuation reserve was recorded at
December 31, 2012 which resulted in a $87,496 addition to the valuation reserve.

At December 31, 2012, the Company has a federal net operating loss carryforward of
$203,000 which expires in 2032 and a federal capital loss carryforward of $60,000 which
expires in 2017.

EMPLOYEE BENEFIT PLAN

The Company has a 401(k) Plan whereby substantially all of its employees participate in
the Plan. Employees may contribute up to 50 percent of their compensation subject to
certain limits based on federal tax laws. The Company makes matching contributions
equal to 50 percent of the first 6 percent of an employee’s compensation contributed to the
Plan. Matching contributions vest to the employee equally over a five-year period. For the
year ended December 31, 2012, the Company’s matching contribution expense attributable
to the Plan was $100,423, of which $9,340 in forfeitures was used by the Company to fund
its obligation.

COMMITMENTS AND CONTINGENCIES

The Company from time to time is subject to legal proceedings, claims and regulatory
compliance examinations which arise in the normal course of its business. At December
31, 2012, certain such matters are outstanding, an estimate of possible losses or range of
losses associated with such matters cannot be made, and management believes that
resolutions of these matters will not have a material adverse effect on the Company’s
results of operations or financial condition.

13
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Detwiler Fenton & Co.

Notes to Financial Statements (Continued)

COMMITMENTS AND CONTINGENCIES (concluded)

In the normal course of business, the Company may enter into contracts and agreements
that contain a variety of representations and warranties which provide general
indemnifications. The maximum exposure to the Company under these arrangements is
unknown, as this would involve future claims that may be made against the Company that
have not yet occurred. However, based on experience, the Company expects the risk of
loss to be remote.

CONCENTRATIONS OF CREDIT RISK AND OFF-BALANCE SHEET CREDIT
RISK

The Company clears all of its securities transactions through a clearing broker on a fully-
disclosed basis. Pursuant to the terms of the agreement between the Company and the
clearing broker, the clearing broker has the right to charge the Company for losses that
result from a counterparty’s failure to fulfill its contractual obligations. As the right to
charge the Company has no maximum amount and applies to all trades executed through
the clearing broker, the Company believes there is no maximum amount assignable to this
right. During 2012, the Company paid no claims to the clearing broker related to these
guarantees.

In addition, the Company has the right to pursue collection or performance from the
counterparties who do not perform under their contractual obligations. The Company
monitors the credit standing of the clearing broker and all counterparties with which it
conducts business.

RELATED PARTY TRANSACTIONS

The Company provides certain executive, financial, computer systems and support, human
resources and compliance services to an affiliated company of its Parent. The affiliate
reimburses the Company in the form of a management fee. For the year ended December
31, 2012, the Company was reimbursed $70,000 in management fees by the affiliated
company for such services representing the approximate costs incurred by the Company.
At December 31, 2012, the Company does not owe any amount to the affiliate, and the
affiliate does not owe the Company any amount.

Due to the aforementioned related party transactions, the financial statements of the
Company may not be indicative of the financial position, results of operations or cash flows
that would have been reported if the Company had conducted its operations as an
unaffiliated entity.
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Detwiler Fenton & Co.

Notes to Financial Statements (Concluded)

PAYABLE TO BROKER

Pursuant to a margin agreement, the Company purchases and sells investment securities
through a margin cash account. The Company may also receive margin loan advances
through this account. No amounts were outstanding for margin loans at December 31,
2012. Margin loans due to the lender bear interest at a sliding scale rate, determined by the
level of the daily net loan balance plus the lender’s base loan rate, which is internally
computed, and established periodically based on the lender’s cost of funds and assessment
of the interest rates charged in the financial markets. All borrowing is collateralized by a
security interest in the Company’s investment account held by the lender. Interest expense
incurred on margin loan advances for the year ended December 31, 2012 was $161.
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Detwiler Fenton & Co.
Computation of Net Capital Under SEC Rule 15¢3-1

at December 31, 2012
Net Capital:
Total stockholder's equity $ 1,051,042
Less non-allowable assets:
Commissions and other receivables (2,525)
Fixed assets, net (139,961)
Prepaid expenses and other assets (48,519)
Total non-allowable assets (191,005)
Less deductions:
Fidelity bond (23,000)
Total non-allowable assets and deductions (214,005)
Net capital before haircuts on securities positions 837,037
Less haircuts on securities positions (6,067)
Net Capital 830,970
Minimum net capital required (100,000)
Excess Net Capital $ 730,970
Schedule of Aggregate Indebtedness:
Aggregate indebtedness $ 374,648
Percentage of aggregate indebtedness to net capital 45.09%

Note: No material differences exist between the above computation of net capital and the
computation included in the Company’s corresponding unaudited FOCUS report on Form X-17-
A Part IIA filing at December 31, 2012.
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WOLF

& COMPANY, P.C.

Report of Independent Auditors on Internal Control
Required by SEC Rule 17a-5(g)(1)

for a Broker Claiming an Exemption from Rule 15¢3-3 of
the Securities and Exchange Commission

To the Board of Directors of Detwiler Fenton & Co.:

In planning and performing our audit of the financial statements and supplemental schedules of Detwiler
Fenton & Co. (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 internal control
over financial reporting (internal control) 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 the Company’s internal control. Accordingly, we do not express an opinion on the
effectiveness of the Company’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 the Company 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 the Company does not carry securities accounts for
customers or perform custodial functions relating to customer securities, we did not review the practices
and procedures followed by Detwiler Fenton & Co. in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons and recordation
of differences required by Rule 17a-13.

2. 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.

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
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practices and procedures can be expected to achieve the SEC's above-mentioned objectives. Two of the
objectives of internal control and the practices and procedures are to provide management with
reasonable, but not absolute, assurance that assets for which the Company has responsibility are
safeguarded against loss from unauthorized use or disposition and 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 control deficiency 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 deficiency in design exists when a control necessary to meet the
control objectives is missing, or when an existing control is not properly designed so that, even if the
control operates as designed, the control objective would not be met. A deficiency in operation exists
when a properly designed control does not operate as designed, or when the person performing the control
does not possess the necessary authority or competence to perform the control effectively.

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control over financial
reporting 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 over financial
reporting, 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 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 the Company’s practices and procedures,
as described in the second paragraph of this report, were adequate at December 31, 2012, to meet the

SEC’s objectives.
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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 these specified parties.

Woef & Grpang €

Boston, Massachusetts
February 27, 2013
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