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OATH OR AFFIRMATION

-I@ae-seweeﬂ z
I, L.-OA&V\&:—\ m , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Stinson Securities, LLC as

of December 31 . ,20 12 | 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:

N/A

/]

'/. i
iy MM/:%W/»

Signature

President

v ON
Notary Public, California ) COMM. #1 868368 ©
. JNOTARY PUBLIC-CALIFORNIA &
Notary Public SAN FRANCISCO COUNTY
My Comm. Expires Nov. 13, 2013

This report *¥ contains (check all applicable boxes):

F (a) Facing Page.

[} (b) Statement of Financial Condition.

[ (c) Statement of Income (Loss).

[} (d) Statement of Changes in Financial Condition.

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

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

Z (g) Computation of Net Capital.

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

X (i) 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.

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

consolidation.
[ (1) AnOath or Affirmation.

O (m) A copy of the SIPC Supplemental Report.
[0 (n) A reportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

** Lor conditions of confidential treatment of certain portions of this filing. see section 240.17a-5(¢)(3).

[t
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Edward Richardson Jr., CPA
15565 Northland Dr W Ste 508
Southfieid, M! 48075
248-559-4514

Independent Auditor’s Report
February 20, 2013

Board of Directors

Stinson Securities, LLC

220 Sansome Street Suite 1330
San Francisco , CA 94104

I have audited the accompanying balance sheet of Stinson Securities, LLC, as of December 31, 2012,
and the related statements of income, retained earnings, changes in stockholder's equity, and cash flows
for the years then ended. These financial statements are the responsibility of the Company's
management. My responsibility is to-express an opinion on these financial statements based on my audit.

I conducted my audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that I 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. I believe that my audit provides a
reasonable basis for my opinion.

In my opinion, the financial statements referred to above present fairly, in all material aspects, the
financial position of Stinson Securities, LLC as of December 31, 2012, and the results of its operations,
* retained earnings, changes in stockholders equity, and cash flows for the year then ended in conformity
with accounting principles generally accepted in the United States of America.

My examination was made for the purpose of forming an opinion on the basic financial statements taken
as a whole. The information contained in the supplemental schedules of computation of net capital,
computation of basic net capital requirement, computation of aggregate indebtedness, exemptive
provisions under rule 15¢3-3, statement of changes in liabilities subordinated to the claims of general
creditors, and the reconciliation of the computation of net capital under rule 15¢3-1, are presented for
additional analysis and are not a required part of the basic financial statements, but are supplementary
information required by rule 17a-5 of the Securities and Exchange Act of 1934. Such information has
been subjected to the auditing procedures applied in the audit of the basic financial statements and, in
my opinion, is fairly stated in all material respects to the basic financial statements taken as a whole.

Further, there were no material differences in the net amount reported as Net Capital in the audited
Computation of Net Capital and the broker-dealer's corresponding Unaudited Part IIA of the Focus
report required under Rule 15¢3-1.

8 L e
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Edward Richardson Jr., CPA



Stinson Securities, LLC
BALANCE SHEET
As of December 31, 2012

ASSETS

CURRENT ASSETS
Cash In Bank 942.16
Cash in Bank 116,938.16
Accounts Receivable 43,875.00
Prepaid Expenses 1,896.00

Total Current Assets 163.651.32
PROPERTY AND EQUIPMENT

TOTAL ASSETS

The footnotes are an integral %an of the financial statements.




Stinson Securities, LLC
BALANCE SHEET
As of December 31, 2012

LIABILITIES AND MEMBERS' EQUITY

CURRENT LIABILITIES
Accounts Payable $ 16,477.55
Income Taxes Payable . 242190
Accrued Liabilities 20,020.00

Total Current Liabilities 38.819.45

LONG-TERM LIABILITIES
Line of Credit Payable 20,140.77

Total Long-Term Liabilities 20,140.77
Total Liabilities 58,060.22

MEMBERS'’ EQUITY
Members' Equity 104,681.10

Total Members' Eauitv . 104,591.10

TOTAL LIABILITIES AND
MEMBERS' EQUITY [ XNk 2

The footnotes are an integral %art of the financial statements.




Stinson Securiﬁeé, LLC
STATEMENT OF INCOME

12 Months Ended
December 31, 2012

Revenues
Underwriting fees 287,501.67
Private Placements 37.287.00
interest income 20.02
Total Revenues — 32480869

Operating Expenses
Employee compensation and ben 141,111.98
Floor brokerage, exchange, and ¢ 48,560.53
Communications and data proces 10.837.59
Occpancy 20,204.25
Other expenses 78,137.89
Total Operating Expenses  ________ 298.852.24

Operating income (Loss) . 2495645

Net income (Loss) D24 956 45

The footnotes are an integrai gart of the financial statements.




Stinson Securities, LLC
STATEMENT OF MEMBERS' EQUITY

12 Months Ended
December 31, 2012

Beginning of Period $ 80,271.63

Plus: Net income : $ 24,956.45
Plus: Prior Period Adjustment $ (636.98)
Less: Member Distributions 0.00

MEMBERS' EQUITY
END OF PERIOD

The footnotes are an integral part of the financial statements.
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Stinson Securities, \LLC |
STATEMENT OF CASH FLOWS
For the 12 months Ended December 31, 2012

CASH FLOWS FROM OPERATING ACTIVITIES
Net Income (Loss)
Adjustments to reconcile Net Income
(Loss) to net Cash provided by
{used in) operating activities:
Losses (Gains) on sales of
Fixed Assets
Decrease (Increase) in
Operating Assets:
Accounts Receivable
Other
Increase (Decrease) in
Operating Liabilities:
Accounts Payable
Accrued Liabilities
Total Adjustments

Net Cash Provided Bv {Used in}
Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds From Sale of Fixed Assets

Net Cash Provided Bv {Used In)
Investing Activities

CASH FLOWS FROM FINANCING ACTIVITIES
Notes Payable Borrowings

Member Distributions

Treasury Stock
Net Cash Provided By (Used In)

Financing Activities

NET INCREASE (DECREASE) IN CASH
AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD
CASH AND CASH EQUIVALENTS AT END OF PERIOD

2012

$ 2495645

0.00

(43.875.00)
(988.00)

6.305.67
12,032.77

(26,524.56)
(1,568.11)

61.28
{29,000.00)
0.00

(28,938.72)

(30,506.83)

148,387.15

$__117.880.32

The footnotes are an integral part of the financial statements.
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Stinson Securities, LLC
Statement of Changes in Member's Equity
For the Year Ended December 31, 2012

Total
Contributed Accumulated Member's
Capital Income Equity
Balance at January 1, 2012 ' $ - $ 108635 $ 108,835
Net Income for the year ended December 31, 2012 - 24,956 24,956
Member Contributions - 11,000 11,000
Member Distributions - {40,000) (40,000)
Prior Period Adjustment ‘ - - -
Balance at December 31, 2012 $ - 8 104591 $ 104,591

The footnotes an are integral part of the financial statements.



STINSON SECURITIES, LL.C
NOTES TO FINANCIAL STATEMENTS
December 31,2012

NOTE A - SUMMARY OF ACCOUNTING POLICIES

Accounting principles followed by Stinson Securities, LLC (the Company) and the methods of
applying those principles which materially affect the determination of financial position, results
of operation and cash flows are summarized below:

Organization

The Company) was formed as a California Limited Liability Company in July 19, 2001. The
National Association of Securities Dealers, Inc. (NASD) approved the Company’s application to
provide broker-dealer services for the sale of corporate equity and debt securities, U.S.
government and municipal securities, mutual funds and variable life insurance products. The
Company has adopted a calendar year.

Description of Business

The Company, located in San Francisco, CA is a broker and dealer in securities registered with
the Securities and Exchanges Commission (“SEC”) and is a member of FINRA. The Company

operates under SEC Rule 15¢3-3(k)(ii), which provides “All customers transactions are cleared

through another broker-dealer on a fully disclosed basis.”

Basis of Accounting

The financial statements of the Corporation have been prepared on the accrual basis of accounting
and accordingly reflect all significant receivables, payables, and other liabilities.

Cash and Cash Equivalents

The Company considers as cash all short-term investments with an original maturity of three
months or less to be cash equivalents.

Accounts Receivable — Recognition of Bad Debt

The Corporation considers accounts receivable to be fully coﬂecﬁble; accordingly, no allowance
for doubtful accounts is required. If amounts become uncollectible, they will be charged to
operations when that determination is made.

Revenue Recognition

Commission revenues are recorded by the Company on the settlement date reported by the
clearing broker with which it does business.

See accountant’s audit report
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STINSON SECURITIES, LLC
NOTES TO FINANCIAL STATEMENTS
December 31,2012

Concentration of Credit Risk

Financial instruments that potentially subject the Company to concentrations of credit risk consist
primarily of cash and cash equivalents. All of the Company’s cash and cash equivalents are held
at high credit quality financial institutions. '

Fair Value of Financial Instruments

Financial instruments that are subject to fair value disclosure requirements are carried in the
financial statements at an amount that approximates fair value and include cash and cash
equivalents. Fair values are based on quoted market prices and assumptions concerning the
amount and timing of estimated future cash flows and assumed discount rates reflecting varying
degrees of perceived risk.

Comprehensive Income

Statement of Financial Accounting Standards (SFAS) No. 130, Reporting Comprehensive
Income, establishes requirements for disclosure of comprehensive income that includes certain
items previously not included in the statement of income, including unrealized gains and losses
on available-for-sales securities and foreign currency translation adjustment among others.
During the year ended December 31, 2012, the Company did not have any components of
comprehensive income to report.

Estimates

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

Income Taxes

For federal income tax purposes, CNS, a limited liability company has elected to be taxed as
corporation. Current provisions or benefits for income taxes are recorded based on estimates of
actual income taxes or refunds thereof;, as reported in federal and state tax returns.

The Company accounts for deferred income taxes using the asset liability method. Under this
method, deferred tax assets and liabilities are recognized for the future tax consequence
attributable to differences between the financial statement carrying amounts of existing assets and
liabilities and their respective tax bases. Deferred tax assets and liabilities are measure using tax
rates expected to apply to taxable income in the years in which those temporary differences are
expected to be recovered or settled. The effect on deferred tax assets and liabilities of a change in
tax rates is recognized in income during the period that includes the enactment date. Additionally,
deferred tax assets may be reduced by a valuation allowance to reflect benefits that may not be
realized. :

See accountant’s audit report
9




STINSON SECURITIES, LLC
NOTES TO FINANCIAL STATEMENTS
December 31,2012

Concentrations

The company has revenue concentrations; the firm specializes in sales of municipal and corporate
debt securities underwriting, U.S. government municipal and corporate debt securities.

NOTE B - NET CAPITAL REQUIREMENTS

Pursuant to the net capital provisions of Rule 15¢3-3 of the Securities and Exchange Act of 1934,
the Company is required to maintain a minimum net capital, as defined under such provisions.
Net capital and the related net capital ratio may fluctuate on a daily basis.

There were no material differences in the net amount reported as Net Capital in the audited
Computation of Net Capital and the broker-dealer’s corresponding unaudited Part IIA of the
FOCUS report required under Rule 15¢3-1.

NOTE C — POSSESSION OR CONTROL REQUIREMENTS

The Company does not have any possession or control of customer’s funds or securities. There
were no material inadequacies in the procedures followed in adhering to the exemptive provisions
of SEC Rule 15¢-3-3(k)(ii). ‘

NOTE D - PREPAID EXPENSES

The amount, $1,896.00, is comprised of prepaid rent. .

NOTE E — ACCRUED LIABILITIES

The accrued liability is made of amounts due to various liabilities, $22,441.90.

NOTE F — ACCOUNTS PAYABLE

The amount, ($16,477.55), is owed to various creditors for professional services rendered.

NOTE G — PENSION PLAN

The Company sponsors a Simplified Employee Pension Plan that covers Class A members and
employees who have completed three years of service and have attained age 21. Contributions to
the plan are determined annually for up to 25% of compensation at the Company’s discretion. For
the year ended December 31, 2012, the Company made no contributions to the plan.

NOTE H - CAPITALIZATION AND DISTRIBUTION

The Company has three classes of members. Class B members have priority over Class A and
Class C members with the respect to return of capital and distributions. Class B members are

entitled to distributions of 1% of gross revenue for every $10,000 invested as capital. Class C
members are entitled to a distribution of .5% for each $10,000 invested as capital. The Class A

See accountant’s audit report
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STINSON SECURITIES, LLC
NOTES TO FINANCIAL STATEMENTS
December 31,2012

members are entitled to the remaining profit or loss . A members’ liability is equal to their
respective capital contribution.

Under the Company’s amended Operating Agreement, no Class C member is either required or
permitted to make additional capital contributions.

NOTE 1-RENT

The Company leases office space from its member. The amount of rent under this arrangement in
December 31, 2012 was $20,204.25 for the year.

NOTE J - LINES OF CREDIT
The balance of the line of credit of credit was, 20,140.77, the interest rate was 10%.
NOTE K -~ SUBSEQUENT EVENTS

As of February 20, 2013, noted no subsequent events.

See accountant’s audit report
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Supplementary
Pursuant to rule 17a-5 of the
Securities and Exchange Act of 1934

As of and for the Year Ended December 31, 2012

See accountant’s audit report
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Stinson Securities, LLC.
Supplemental Schedules Required by Rule 17a-5
As of and for the year ended December 31, 2012

Computation of Net Capital

Total Stockholder’s equity: $ 104,591.10
Nonallowable assets:

Other Assets 1,896.00

Fixed Assets . 0.00

Accounts receivable — other 0.00 (1.896.00)
Other Charges
Haircuts 0.00
Undue Concentration 0.00 (0.00)
Net allowable capital $ 102,695.10
Computation of Basic Net Capital Requirement
Minimum net capital required as a percentage of aggregate indebtedness 3 3.939.32
Minimum dollar net capital requirement of reporting broker or dealer $ 5000000
Net capital requirement $ 5000000
Excess net capital $ 5269510
Computation of Aggregate Indebtedness
Total Aggregate Indebtedness $ 5906022
Percentage of aggregate indebtedness to net capital 57.51%

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

Computation of Net Capital reported on FOCUS IIA as of December 31,2012 § 102,695.10
Adjustments:

Change in Equity (Adjustments) 0.00
Change in Non-Allowable Assets (0.00)
Change in Haircuts (0.00)
Change in Undue Concentration 0.00
NCC per Audit : 102.695.10
Reconciled Difference $ ).00)

See accountant’s audit report
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Stinson Securities, LLC
Supplemental Schedules Required by Rule 17a-5
As of and for the year ended December 31, 2012

Exemptive Provisions Rule 15¢3-3

The Company is exempt from Rule 15¢3-3 because all customers’ transaction is cleared through
another broker-dealer on a fully disclosed basis. The name of the clearing firm is Wedbush
Morgan Securities, Inc.

Statement of Changes in Liabilities Subordinated to the Claims of General Creditors

Balance of such claims at January 1, 2012
Additions

Reductions

-

Balance of such claims at December 31, 2012

See accountant’s audit report
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REPORT ON INTERNAL CONTROL

For the year ended December 31, 2012

See accountant’s audit report
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Edward Richardson, Jr., CPA
15565 Northland Suite 508 West
Southfield, MI. 48075

February 20, 2013

Board of Directors
Stinson Securities, LLC
220 Sansome Street
Suite 1330

San Francisco, CA 94104

In planning and performing my audit of the financial statements and supplemental schedules of
Stinson Securities, LLC. for the year ended December 31, 2012, I considered its internal control,
in order to determine my auditing procedures for the purpose of expressing my opinion on the
financial statements, and not to provide assurance on internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), I have
made a study of the practices and procedures followed by the company, including tests of such
practices and procedures that I considered relevant to the objective 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, I did not review the practices and procedures followed by the
Company 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.

The management of the Company is responsible for establishing and maintaining internal control,
and the practices and procedures referred to 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 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 of disposition, and that transactions are executed in accordance with
management’s authorization and recorded properly to permit the preparation of financial
statements in accordance with accounting principles generally accepted in the United States. Rule
17a-5(g) lists additional objectives of the practices and procedures listed in the preceding

paragraphs.

Because of inherent limitations in internal control or the practices and procedures referred to
above, errors or fraud may occur and not be detected. Also, projection or any evaluation of them

See accountant’s audit report
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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.

My consideration of internal control would not necessarily disclose all matters in internal control
that might be material weaknesses under standards established by the American Institute of
Certified Public Accountants. A material weakness is a condition in which the design or operation
of the specific internal control components does not reduce to a relatively low level the risk that
errors or fraud in amounts that would be material in relation to the financial statements being
audited may occur and not be detected within a timely period by employees in the normal course
of performing their assigned functions. However, I noted the following condition that I consider
to be a material weakness as defined above.

Only one person is responsible for all accounting and reporting
functions. Accordingly, there is no segregation of duties. Due to
the size of the Company, management does not feel it is cost-
effective to change this condition.

I understand that practices and procedures that accomplish the objectives referred to in the
preceding paragraphs of this report are considered by the SEC to be adequate for its purposes in
accordance with the Securities and 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 my study, I believe that
the Company’s practices and procedures were adequate at December 31, 2012, to meet the SEC’s
objectives:

This report is intended solely for the information and use of management, the SEC and the
regulatory agencies that rely on rule 17a-5(g) under the Securities and 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.

%JM;Z;/M{M%M/

Edward Richardson, Jr., CPA

See accountant’s audit report
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I TINSON SECURITIES, LL;

220

SEC
Mail Processing
February 20, 2013 , Section
Edward Richardson, jr, CPA MAR 0712013
15565 Northland Dr. .
Suite 508 West Washington DC
Southfield, ML 48075 401

Dear Mr. Richardson:

We are providing this letter in connection with your audit of the balance sheet of Stinson
Securities, LLC as of December 31, 2012 and the related statements of income, statement of
changes in member equity, changes in liabilities subordinated to claims of general creditors and
cash flows for the December 31, 2012 and for the year then ended, for the purpose of expressing
an opinion as to whether the financial statements present fairly, in all material aspects, the
financial position, results of operations, and cash flows of Stinson Securities, LLC in conformity
with accounting principles generally accepted in the United States of America. We confirm that
we are responsible for the fair presentation in the financial statements of financial position, results
of operations, and cash flow in conformity with generally accepted accounting principles.

Certain representations in this letter are described as being limited to matter that are material.
ftems are considered material, regardless of size, if they involve an omission or misstatement of
accounting information that, in the light of surrounding circumstances, makes it probable that the
judgment of a reasonable person relying on the information would be changed or influenced by
the omission or misstatement,

We confirm, to the best of our knowledge and belief, as of February 20, 2013, the following
representations made to you during your audit.

1. The financial statements referred to above are fairly presented in conformity with
generally accepted accounting principles in the United States of America and includes all
disclosures necessary for such fair presentation otherwise required to be included by the
laws and regulations to which Stinson Securities, LLC is subject.

2. We have made available to you all
a. Financial records and related data.
b. Minutes of the meetings of stockholders, directors, and committees of directars, or
summarics of actions of recent meetings for which minutes have not yet been

prepared.

3. There have been no communications from regulatory agencies concerning
noncompliance with, or deficiencies in, financial reporting practices.

4. There are nc material transactions that have not been properly recorded in the accounting
_records underlying the financial statements.

Sansome Street, Suite 1330 « San Francisco, CA 94104
www.stinsonllc.com



5. We believe the effects of the uncorrected financial misstatements summarized in the
attached schedule are immaterial, both individually and in the aggregate, to the financial
statements taken as a whole.

6. We acknowledge our responsibility for the design and implementation of programs and
controls to prevent and detect fraud.

7. We have no knowledge of any fraud or suspected fraud affecting the company involving
a. Management
b. Employees who have significant roles in internal control, or
¢. Others where the fraud could have a material effect on the financial statements.

8. We have no knowledge of any allegations of fraud or suspected fraud affecting the
company received in communications from employees, former employees, regulators, or
others.

9. The company has no plans or intentions that may materially affect the carrying value or
classification of assets and liabilities.

10. The following have been properly are recorded or disclosed in the financial statements:

a. Related party transactions and related accounts receivable or payable, including
sales, purchases, loans, transfers, leasing arrangements, and guarantees.

b. Guarantees, whether written or oral, under which the company is contingently
Hable.

c. Significant estimates and material concentration known to management that are
required to be disclosed in accordance with the AICPA’s Statement of Position
(SOP) 64-6

11. There are no:

a. Violations or possible violations or laws or regulations whose effect should be
considered for disclosure in the financial statements or as a basis for recording a
loss contingency.

b. We are not aware of any pending or threatened, claims, or assessments claims or
assessments that are required to be accrued or disclosed in the financial
staternents in accordance with FASB Accounting Standards Codification 450,
Contingencies (formerly Statement of Financial Accounting Standards Ne.5) and
we have not consulted a lawyer concerning litigation, claims, or assessments.

¢. Other liabilities or gain or loss contingencies that are required to be accrued or
disclosed by FASB Statement No. 5.

12. The company has satisfactory title to all owned assets, and there are no liens or
encumbrances on such assets nor has any asset been pledged.

13. We have complied with all aspects or contractual agreements that would have a material
effect on the financial statements in the event of noncompliance.

14. Customers’ debit balances, brokers’ debit balances, and other account receivables are
valid receivables. In our opinion, an adequate reserve has been established to cover any
losses that may be incurred upon collection.

55 Francisco Street, Suite 808 o San Francisco, CA 84133
www.stinsonllic.com ‘



15. Provision has been made for any material loss to be sustained in the fulfillment of or from
the inability to fulfill any purchase or sales commitments.

16. There are no securities or investments not readily marketabie owned by Stinson
Securities, LLC or borrowed under subordination agreement except as disclosed in the
financial statements or notes thereto or as follows.

It is understood that the term “securities and investments not readily marketable” includes
but is not limited to the following:

a. Securities for which there is no market on a securities exchange or independent
publicly quoted market.

b. Securities that cannot be publicly offered or sold unless registration has been
effected under the Securities Act of 1933 (of the conditions of an exemption such
as Regulation A under Section 3(B) of such acthave been complied with), that is,
restricted stock. :

¢. Securities and investments that cannot be offered or sold because of other
arrangements, restrictions, or conditions applicable to the securities and
investments or the Stinson Securities, LLC (that is, control stock).

17. In addition, Stinson Securities, LLC at December 31, 2012, had

Recorded all securities exchange memberships on the books.

Properly recorded all participation on joint accounts carried by others.

c. No material unrecorded assets or contingent assets, such as claims relating to
buy-ins, unfilled contracts, and so forth, whose value depends on the fulfillment
of conditions regarded as uncertain.

d. No open contractual commitments other than those appearing on the memo
bocks and records; for example, when-distributed and delayed delivery contracts,
underwritings and when ~issued contracts, endorsements or puts and calls, and
commitments in foreign currencies and spot (cash) commodity contracts.

e. No borrowings or claims unconditionally subordinated to all claims or general

creators pursuant to a written agreement except as disclosed in the financial

statements or notes thereto.

P

18. All liabilities subordinated to the claims of general creditors are covered by satisfactory
subordination agreements under rule 15¢3-1 and approved by FINRA.

19. Risks associated with concentrations based on information known to management, that
meet all of the following criteria have been disclosed in the financial statements:

a. The concentration exists at the date of financial statements.

b. The concentration makes the enterprise vulnerable to the risk of a near-term
severe impact.

¢. It is the least reasonably possible that the events that could cause the severe
impact will occur in the near term.

20. There are no capital withdrawals anticipated within the next six months other than as
disclosed in the financial statements or notes thereto except as follows.

55 Francisco Street, Suite 800 . San Francisco, CA 954133
www.stinsenllic.com
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21.

22.

23.

24.

25.

There are no significant deficiencies or material weaknesses or material weaknesses or
material inadequacies at December 31, 2012, or during the period January 1, 2013 to
February 20, 2013, in internal control over financial reporting and control activities for
safeguarding securities, and the practices and procedures followed in:

a. Making the periodic computations of aggregate indebtedness (or aggregate
debits) and net capital under rule 17a-3(a)(11) and the reserve required by rule
15-¢3-3(e).

b. Making the quarterly securities examinations, counts, verifications and
comparisons, and the reconciliation of differences required by rule 17a-13.

c. Complying with the requirement for prompt payment for securities under Federal
Reserve Regulation T of the Board of Governors of the Federal Reserve System.

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

e. Making periodic computations of the minimum financial requirements pursuant
to Regulation 1.17 of the Commodity Exchange Act.

f. Making daily computations of the segregation requirements of Section 4d(2) (and
Regulation 30) of the Commodity Exchange Act and the regulations thereunder,
and the segregation of funds based upon such computations.

Net capital computations, prepared by Stinson Securities, LLC during the period of
January 1, 2013 through February 20, 2013, indicated that Stinson Securities, LLC was
in compliance with the requirement of rule 15¢3-1 (and applicable exchangs
requirements) at all times during the period. Reserve calculations under rule 15¢3-3
during the period did not reveal any deposit requirements that were not made on a timely
basis. ;

There was no computation of segregation requirements under the Commodity Exchange
Act that indicated an insufficiency in segregation during the period from January 1, 2013
to February 20, 2013. ~

Stinson Securities, LL.C has appropriately reconciled its books and records (e.g., general
ledger accounts) underlying the financial statements to their supporting information (e.g.;
sub ledger or third-party data). All related reconciling items considered to be material
were identified and included on the reconciliations and were appropriately adjusted in the
financial statements. There were no material unreconciled differences or general ledger
suspense account items that should have been adjusted or reclassified to another account.

All borrowings and financial obligations of Stinson Securities, LLC which we are
included in the financial statements at December 31, 2012 as appropriate. We have fully
disclosed to you all borrowing arrangements of which we are aware.

To the best

our knowledge and belief, no events have occurred subsequent to the balance sheet

date and thyqugh the date of this letter that would require adjustment to, or disclosure in, the

aforementi m 1dnts, i

Signature:’ IUZ V

Title: - W
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