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WHITTLESEY & HADLEY, P.C.

Certified Public Accountants/Consultants

147 Charter Oak Avenue

Hartford, Connecticut 06106
November 25, 2013

860.522.3111 (voice)
860.524.4475 (fax)
To the Board of Directors, Essex Financial Services, Inc. and
the Audit Committee, Essex Savings Bank www.whepa.com
Essex, Connecticut

Dear Members:

In planning and performing our audit of the financial statements of Essex Financial Services, Inc. (the
“Company™) as of and for the year ended September 30, 2013, in accordance with auditing standards
generally accepted in the United States of America, we considered the Company’s internal control over
financial reporting (internal control) as a basis for designing audit procedures that are appropriate in the
circumstances 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.

A deficiency in internal control 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 and correct, misstatements on a timely basis. A material weakness is a deficiency or a combination
of deficiencies in internal control, such that there is a reasonable possibility that a material misstatement
of the entity’s financial statements will not be prevented, or detected and corrected, on a timely basis.

Our consideration of internal control was for the limited purpose described in the first paragraph and was
not designed to identify all deficiencies in internal control that might be material weaknesses.

Given these limitations, during our audit we did not identify any deficiencies in internal control
that we consider to be material weaknesses. However, material weakness may exist that have not
been identified.

Other Matters

As a result of recent changes in management, and growth experienced by the Company, it appears that the
Company’s accounting needs have exceeded its capabilities. There were several audit adjustments
recorded as a result of our audit procedures which cause our concern. While the audit adjustments were
not material in the aggregate, they demonstrate a lack of sufficient knowledge over accounting and
financial reporting within the Company. We recommend that the structure of the finance area be reviewed

for proper staffing and oversight.
® ok ok 3k 3k

This communication is intended solely for the information and use of the Board of Directors and
management of Essex Financial Services, Inc. and of Essex Savings Bank, and their respective federal
and State of Connecticut Regulatory Agencies. Should you have any questions about this letter, or any
other matter, please contact us at your convenience.

Very truly yours,
A~ e N\S&AWAKS“ a



WHITTLESEY & HADLEY, P.C.

Certified Public Accountants/Consultants

147 Charter Oak Avenue
Hartford, Connecticut 06106

, 860.522.3111 (voice)
November 25, 2013 860.524.4475 (fax)

www.whepa.com

To the Board of Directors, Essex Financial Services, Inc. and
the Audit Committee, Essex Savings Bank
Fssex, Connecticut

We have audited the financial statements of Essex Financial Services, Inc. (the “Company”), for the year
ended September 30, 2013, and have issued our report thereon dated November 25, 2013. Professional
standards require that we provide you with information about our responsibilities under generally
accepted auditing standards, as well as certain information related to the planned scope and timing of our
audit. We have communicated such information in our letter to you dated February 18, 2013. Professional
standards also require that we communicate to you the following information related to our audit.

Auditor Independence

Whittlesey & Hadley, P.C. has no relationships with Essex Financial Services, Inc. that would impact our
independence.

Significant Audit Findings

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The significant
accounting policies used by the Company are described in Note 3 to the financial statements. No new
significant accounting policies were adopted and the application of existing policies was not changed
during the year ended September 30, 2013. We noted no transactions entered into by the Company during
the year for which there is a lack of authoritative guidance or consensus. All significant transactions have
been recognized in the financial statements in the proper periods.

Accounting estimates are an integral part of the financial statements prepared by management and are
based on management’s knowledge and experience about past and current events and assumptions about
future events. Certain accounting estimates are particularly sensitive because of their significance to the
financial statements and because of the possibility that future events affecting them may differ
significantly from those expected. The most sensitive estimates affecting the financial statements are
those relating to accrued commission income, deferred taxes, and the useful lives of depreciable assets.

The financial statement disclosures are neutral, consistent and clear.

Difficulties Encountered in Performing the Audit
We encountered no significant difficulties in dealing with management in performing and completing our
audit.

Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all misstatements identified during the audit, other than
those that are clearly trivial, and communicate them to the appropriate level of management. Management
has corrected all such misstatements. The misstatements detected as a result of audit procedures, and
corrected by management, were not material in the aggregate to the financial statements taken as a whole.



Disagreements with Management

For purposes of this letter, a disagreement with management is a financial accounting, reporting or
auditing matter, whether or not resolved to our satisfaction that could be significant to the financial
statements or the auditor’s report. We are pleased to report that no such disagreements arose during the
course of our audit.

Management Representations

We have requested certain representations from management that are included in the management
representation letter dated November 25, 2013.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting
matters, similar to obtaining a “second opinion” on certain situations. If a consultation involves
application of an accounting principle to the Company’s financial statements or a determination of the
type of auditor’s opinion that may be expressed on those statements, our professional standards require
the consulting accountant to check with us to determine that the consultant has all the relevant facts. To
our knowledge, there were no such consultations with other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each year prior to retention as the Company’s auditors. However, these
discussions occurred in the normal course of our professional relationship and our responses were not a
condition to our retention.

Other Matters

With respect to the supplementary information accompanying the financial statements, we made certain
inquiries of management and evaluated the form, content, and methods of preparing the information to
determine that the information complies with Rule 17a-5 of the Securities Exchange Act of 1934, the
method of preparing it has not changed from the prior period, and the information is appropriate and
complete in relation to our audit of the financial statements. We compared and reconciled the
supplementary information to the underlying accounting records used to prepare the financial statements
or to the financial statements themselves.

* % % % %

This information is intended solely for the use of the Board of Directors and management of Essex
Financial Services, Inc. and of Essex Savings Bank, their respective federal and State of Connecticut
regulatory agencies, and is not intended to be and should not be used by anyone other than these specified
parties.

Very truly yours,

B «J&c,c;\a@ fa.



WHITTLESEY & HADLEY, P.C.

Certified Public Accountants/Consultants

147 Charter Oak Avenue
Hartford, Connecticut 06106

860.522.3111 (voice)
November 25, 2013 860.524.4475 (fax)

www.whcpa.com

To the Board of Directors, Essex Financial Services, Inc. and
the Audit Committee, Essex Savings Bank
Essex, Connecticut

In planning and performing our audit of the financial statements and supplemental schedule of Essex
Financial Services, Inc. (the “Company”), as of and for the year ended September 30, 2013, we
considered its internal control, including control activities for safeguarding securities, in order to
determine auditing procedures for the purpose of expressing our 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”), we have made
a study of the practices and procedures followed by the Company including 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 (or aggregate debits) 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 the Company
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;

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

The management of the Company is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates
and judgments by management are required to assess the expected benefits and related costs of controls
and of the practices and procedures referred to in the preceding paragraph and to assess whether those
practices and procedures can be expected to achieve the 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 or 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.

Our 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 one or more of the
internal control components does not reduce to a relatively low level the risk that misstatements caused by
error 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, we noted no matters involving internal control, including 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
were adequate at September 30, 2013, to meet the SEC's objectives.

This report is intended solely for the information and use of the Board of Directors and management of
Essex Financial Services, Inc. and of Essex Savings Bank, the SEC, the Financial Industry Regulatory
Authority, and other regulatory agencies, that rely on rule 17a-5(g) under the Securities Exchange Act of
1934 in their regulation of registered brokers and dealers, and is not intended to be and should not be used
by anyone other than these specified parties.

S —L_ Jf&’(_-xx\m@ fal.



WHITTLESEY & HADLEY, P.C.

Certified Public Accountants/Consultants

147 Charter Oak Avenue
Hartford, Connecticut 06106

November 25, 2013 860.522.3111 (voice)

860.524.4475 (fax)

Mr. William J. Terribile, Jr., Compliance Officer www.whepa.com
Essex Financial Services, Inc.

176 Westbrook Road

Essex, CT 06426

Dear Mr. Terribile:

In planning and performing our audit of the financial statements of Essex Financial Services, Inc. (the
Company) as of and for the year ended September 30, 2013, we considered its internal control in order to
determine our auditing procedures for the purpose of expressing our opinion on the financial statements
and not to provide assurance on the internal control. Although our audit was not designed to provide
assurance on the internal control, we noted no matters involving the internal control or its operation, nor
did we find any material inadequacies to exist between the original filing of the FOCUS A and the net
capital report in the Audited Annual Report.

There were two audit adjustments recorded for the year ended September 30, 2013. There were no
significant unbooked adjustments. The adjustments were not material individually or in the aggregate
(approximately $12,000 net), and related to unrecorded severance compensation and rebated fees to
clients. These were both unusual transactions for the year.

The reconciliation of the Audited Computation of Net Capital and Computation of 15¢3-3 Reserve
Requirements, which appears in the Company’s audited financial statements, agrees to the amended
FOCUS report as filed by the Company for the period ended September 30, 2013, and includes the audit
adjustments discussed above as well as the adjustments discussed below.

Our understanding is that the Company filed its original FOCUS report for the September 30, 2013
quarter prior to its accountants preparing and providing to the Company the necessary and normal year-
end closing adjustments. These adjustments were recorded to the Company’s books and records prior to
our audit of the financial statements.

If you require any additional information regarding this matter, please do not hesitate to contact us.

Sincerely,

;ﬁi}ﬁfw"&ﬁ&ﬂf&m% - ihm»\mw

L

)y~

kY

Barbara J. Snyder, CPA
Partaer
Whittlesey & Hadley, P.C.



i

&

R
L
a&%"‘% .

L
A

.

o

e

L
e
o

i

o
Wi

RIS
A,

B
Qi

L o
5:&; i o &\"\%{‘%‘ U
i e
L i L
o

i

L
0 e
e

-
N

.

Sl
L
.

o

L
wn SR
o

S
o

.

- -

SRS e

W

e

o
v

.
.

e
L

B
h ,,})w; W S

.

SRR

-

e

-
o

L

.
.

. 0
. .

e
o

e ;:«@ ?

o

e § R ) g&"w“§&'y% N?ﬁ

SR e A - Ay S D \ﬂz‘:;jlf};m b 2

o e “»t«qﬁﬂ%“”h&éﬁ%@%\ ‘%’%ﬁ%&%@ﬁv%ﬁ%x@i' .

A G e
L ”»%é’ . Y’}@"‘w e

Cd L ; e

o i o
¢ o T
IR R s

ORI f\»?fsi?‘i’

o

.

-
. e
L T e
Gl G 2 M\x\@
. - L
-

.
e

o
L

- Mﬁ@'f’b\«, b -

.

.
ORI e
Se— .

Financial Statement .

For Regulatory Filing
September 30, 2013

ﬂw‘w};fzuw o S

» i
H L
g %

" e i S R
| G o i f e
L . " o .

L o e e e .

i R
R e i i o % S, R N AN
X?z,eg\*f’%x ST a0 ¥ v A (e e

L .

o
e

v
g’\‘\” L
Ly -
S
a e

e F R i A ¢ R S A ) L
. : . { _ . » .
G o
. .
SN BRI «‘ e
L ol i
i i 1,;

Ry N
«,Igéfz
i &@}?‘« i

i
o

o

G
ol

,“'3‘ W e . (G
i I SO
o a0 i

.




EssexFmancialServices

Financial Statements
For Regulatory Filing
September 30, 2013



iy

EssexFmnancialServices

Table of Contents

Report of Independent Auditors.....weiieonieenosios

1
Statements of Financial Condition.... eesuesesvorsaraenenesssesnesunstrsnsrrararssrasasssanseases
4

Statements of Income.

Statements of Changes in Stockholders’ EQUItY...iiiiimniimmmmminimimmmomssssmomsissssmsssosssssne

Statements of Cash Flows T ISOU R S TTUSTE ORI (1
Notes to Financial Statements v iniimoniiinisoomimsossossmsisessesssossssrssosssssossnsssonssssssonsasosss 1

1. DeSCHIPHON Of BUSIA@SS. .......ciiioiiii ittt eb et 7

2. Basis Of PreSentarion ..........cc.coevvvvevieecieiraineeeniesiee s BT U RORRUP ST 7

3. Summary of Significant Accounting POLICIES ...............coocvoiiiiii et i sy 7
FInancial IASTFUMEHLS ................o.ii i et an s eee s 8
Marketable Securities ... o RN BT ondiniant e SRR S 8
Fair Value Measurements........... i e e s ey et s 9
Net Capital and Other Regulatory ReGUIFEMENLS .........c...c...coimeoriirioiiesiasieesonessie st snssssnnne s 9
Operating Leases ... i i i i BRI RONG RTINS IO veedrieitae v 10

© %NS v R

Rent..cocooviiiiiiiii e e s e s ninessesnenes A O
10. Income TaXeS .........oooovevevviiiiieiisir e s et RS IR U R SO TR Y
11. Profit Sharing Contributions ........... T RO SPPRTEURIOR ehehrsasembon e e snenerion 11
12. Concentrations of Credit Risk...........ciiiiiiiio. TR RENREIa A R 11

13. Related Party TranSACHONS. ... ..o ioii ittt it es bt s et 12

Schedule 1
Computation of Net Capital under Rule 15¢3-1 of the Securities and Exchange Commission............ 14



WHITTLESEY & HADLEY, P.C.

Certified Public Accountants/Consultants

147 Charter Oak Avenve
Hartford, Connecticut 06106

860.522.3111 (voice)
860.524.4475 (fax)

Report of Independent Auditors - www.whepa.com

To The Board of Directors of
Essex Financial Services, Inc. and
Essex Savings Bank

Essex, Connecticut

Report on the Financial Statements

We have audited the accompanying statements of financial condition of Essex Financial Services, Inc, as
of September 30, 2013 and 2012 and the related statements of income, changes in stockholders’ equity
and cash flows for the years then ended, and the related notes to the financial statements.

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.

Auditor's Responsibility

Our responsibility is to express -an opinion on these financial statements based on our audits. We
conducted our audits 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 auditor's 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. Acu@rdmgly( 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.



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects the
financial position of Essex Financial Services, Inc. as of September 30, 2013 and 2012, and the results of
its operations and its cash flows for the years then ended in accordance with accounting principles
generally accepted in the United States of America.

Report on Supplemental Information

Our audits were conducted for the purpose of forming an opinion on the financial statements taken as a
whole. The information contained in Schedule 1 is presented for the purpose of additional analysis and is
not a required part of the financial statements, but is supplementary information required by Rule 17a-5 of
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 audits
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 taken as whole.

L ,iifbkv‘%\*%‘h*«ﬁ*wwmf\ - kam{? . {Q ROy

Hartford, Connecticut
November 25, 2013
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Statements of Financial Condition
S@p‘mmb@f 30, 2013 and 2012

ASSETS

Cash i

Marketable securities, at fair value

Receivables from brokers or dealers

Other income rméiﬁa’iﬂé/

Furniture, equi;ﬁa}mt,, ag’d leasehold improvements, net of
accumulatcﬁdepregiatibh of $647.920 and $607,487 at
September 30, 2013 and 2012, respectively

Other assets :

Total assets

LIABILITIES AND STOCKHOLDERS' EQUITY

Liabilities

Accrued expenses
Deterred revenue
Other liabilities

Total liabilities

Stockholders' equity

Common Stock - 5,000 Shares Authorized,
1,000 Shares Issued and Outstanding No Par Value
Retained earnings :

Total stockholders' equity

Total liabilities and stockholders' equity

The accompanying notes are an integral part of the financial statements.

3

$ 2,164,777
19,195
90,848

407,638

373,280
761,685

$ 1,831,773
41,123
60,405

432,956

278,395
545,744

$ 3,817,423

$ 3,190,396

$ 913,540 $ 959,169
929,922 892,360
296,302 121,517
2,139,764 1,973,046

502,000 502,000
1,175,659 715,350
1,677,659 1,217,350

$ 3,817,423

3 3,190,396




i)

Statements of Income
For the years ended September 30, 2013 and 2012

Commission and other income

Commissions on transactions in exchange listed equity
securities executed on an exchange

Commissions from other securities

Revenue from sales of investment company shares

Fees for account supervision, investment advisory and
administrative services

Other income

Total commission and other income

Expenses
Salaries and employment costs for stockholder officer
Other employee compensation and benefits
Regulatory fees and expenses
Other expenses
Total expenses
Income before provision for federal income tax expense

Provision for federal income tax expense

Net Income

The accompanying notes are an integral part of the financial statements.

4

$ 429,445 $ 423,696
85,425 57,404
911,562 1,136,222
16,601,620 14,345,979
657,191 734,219
18,685,243 16,697,520
852,848 832,925
11,185,041 9,824,597
148,519 177,897
5,129,079 4,481,515
17,315,487 15,316,934
1,369,756 1,380,586
450,484 491,198

$ 919,272 $ 889,388




EssexFinancialSe

Statements of Changes in Stockholders’ Equity
For the years ended Se‘_ptembgar 30,2013 and 2012

ek
Balance at Septembef 30,2011 $ 502,000 $1,062,708 51,564,705
Net income | - 889,388 889,388
Dividends paid - (1.236743)  (1,236,743)
Balance at Séptémhér 30, 2012 502,000 715,350 1,217,350
Net income “ 919272 919,272
Dividends paid - (458,963) {(458,963)
Balance at September 30, 2013 $ 502,000  §1,175,659  $1,677,659

The accompanying notes are an integral part of the financial statements.

5

ey
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Statements of Cash Flows
For the years ended September 30, 2013 and 2012

Cash flows from operating activities
Net income
Adjustments to reconcile net income to net cash
provided by operating activities:
Depreciation and amortization expense
Change in deferred income taxes
Net change in:
Fair value of marketable securities
Receivables from brokers or dealers
Other income receivable
Other assets
Accrued expenses
Deferred revenue
Other liabilities
Net cash provided by operating activities

Cash flows from investing activities

Redemption (purchase) of marketable securities, net

Purchase of furniture, equipment and leasehold improvements
Net cash used by investing activities

Cash flows from financing activities
Dividends paid
Net cash used by financing activities

Increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

Supplemental disclosures
Cash paid during the year for:

Interest expense
Income taxes

The accompanying notes are an integral part of the financial statements.

6

$ 919,272 $ 889,388
65,983 79,908
(9,200) (6,800)

424 (739)
(30,443) 3,482
25,318 60,599
(215,941) (140,416)
(45,629) (44,147)
37,562 128,075
183,985 14,988
931,331 984,338
21,504 (40,384)
(160,868) (58,273)
(139,364) (98,657)
(458,963) (1.236,743)
(458,963) (1,236,743)
333,004 (351,062)

1,831,773 2,182,835
$2,164,777 $1,831,773

$ pig g
682,811 665,155



NOTES TO FINANCIAL STATEMENTS

1. Description of Business ,

‘Essex Financial Services, Inc., (the “Company”) is a fully disclosed introducing broker-dealer and
registered investment advisor. The Company is a member of the Financial Industry Regulatory Authority
(FINRA) and is a member of the Securities Investors Protection Cc}rporatmn (MPC) Commissions and
investment advisory fee income is generated in connection with sales of &ecumws, maumnoe products and
investment advisory services.

2. Basis of Presentation

The accompanying financial statements have been prepared in conformity with accounting principles
generally accepted in the United States of America (GAAP) for business enterprises in general. However,
broker-dealers are further subject to Rule 17a-5 of the Securities and Exchange Commission (SEC) and
the Financial and Operational Combined Uniform Single (FOCUS) Report there under. That rule
prescribes the presentational format of the accompanying financial statements as well as additaonal
disclosures. :

Management has evaluated subsequent events for potential recognition or disclosure in the financial
statements through November 25, 2013, the date upon which the Company’s financial statements were
available to be issued. No subsequent events were identified which require recognition or disclosure in
the financial statements.

3. Summary of Signiﬁcaht Accounting Policies

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of
wmmgem assets and liabilities at the date of the financial statements, and revenues and expenses durmg
the repc»ﬂmg, period. Actual results could differ from those estimates.

The Ccampany wna:dem all highly liquid investments with a maturity of three months or less to be cash
equivalents,

Included in cash at Septemﬁer 30, 2013 is approximately $116,000 held at Pershing, the Company’s
clearing agent, $100,000 of which is a clearing deposit required to be held as a condition of its contract.

Marketable Securities

The Company’s marketable securities are classified as trading securities and are stated at fair value, with
unrealized gains and losses included in earnings. Fair value is determined by applying the valuation
framework specified by GAAP. Gains and losses on sales of securities are recognized at the trade date on
a specific identification basis

Furniture, Equipment and Leasekald Improvements

Furniture, equipment and leasehold improvements are stated at cost less accumulated depreciation and
amortization. Major expenditures for property and equipment and those which substantially increase
useful lives are capitalized. Maintenance, repairs, and minor renewals are expensed as incurred. Assets
retired, or otherwise disposed of, are eliminated from the asset accounts along with related amounts of
accumulated depreciation, Any gains or losses from disposals are included in income.
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Depreciation is computed over the estimated useful life of the respective assets, ranging from three years
to thirty-nine years. Depreciation expense for the year ended September 30, 2013 and 2012 of
$65,983and $79,908 respectively, was computed using the straight line and accelerated methods.

Commissions and Investment Advisory Income

Investment advisory fees are received quarterly in advance, and are recognized as earned on a pro rata
basis over the term of the related investment advisory service period.

Commissions earned and related clearing expenses are recorded on-a trade-date basis as securities
transactions occur.

Income Taxes

Income taxes are provided for the tax effects of transactions reported in the financial statements and
consist of taxes currently due plus deferred taxes related primarily to differences between the bases of
certain assets and liabilities for financial and tax reporting. The deferred taxes represent the future tax
return consequences of those differences, which will be deductible or taxable when the assets and
liabilities are recovered or settled. ’

The Company is required to make a determination of an inventory of tax positions (Federal and State) for
which the sustainability of the position, based upon the technical merits, is uncertain. The Company
regularly evaluates all tax positions taken and the likelihood of those positions being sustained. If
management is highly confident that the position will be allowed and there is a greater than 50%
likelihood that the full amount of the tax position will be ultimately realized, the Company recognizes the
full benefit associated with the tax position. Additionally, interest and penalties related to uncertain tax
positions are included as a component of income tax expense.

Advertising Costs

The Company expenses all advertising costs as they are incurred. Total advertising costs were $28,552
and $21,956 for the year ended September 30, 2013 and 2012, respectively.

4. Financial Instruments

Cash and cash equivalents and marketable securities classified as trading securities are financial
instruments for which the carrying value equals fair value. The Company has no financial instruments
with off-balance sheet risk.

5. Marketable Securities

Securities owned consisted of the following as of September 30, 2013 and 2012;

Marketable securities at fair value:
Mutual funds $ 19,195 $ 41,123

FaexranodSavos
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6. Fair Value Measurements

- The Company records certain financial instruments at fair value in accordance with GAAP, which defines
fair value and establishes a framework for measuring fair value. Fair value is defined as the exchange
price that would be received for an asset or paxd to transfer a liability (exit price) in the pmrwnpal or most
advantageous market for the asset or liability in an orderly transaction between market participants on the
measurement date. The guidance establishes a fair value hierarchy which requires an exmty to maximize
the use of observable inputs and minimize the use of unobservable inputs when measuring fair value. The
standard describes three levels of inputs that may be used to measure fair values as follows:

e Level | - Unadjusted quoted prices in active markets that are accessible at the measurement date
for identical unrestricted assets or labilities;

e Level 2 - Quoted prices in markets that are not active, or inputs that are observable either directly
or indirectly, for substantially the full term of the asset or Liability;

e level 3 - Prices or Vaiuatzen techniques that require inputs that are both significant to the fair
value measurement and unobservable (i.¢., supported by little or no market activity).

The Company’s only ﬁnaﬁczal instrument measured at fair value is marketable securities. The fair value
of these securities was determined usmg queted prices in an active market, and is classified within Level
1 of the valuation hierarchy.

The following table detaiis}ifhe’ﬁﬁ’ancial instruments measured at fair value on a recurring basis as and
indicates the fair value hierarchy of the valuation techniques utilized by the Company to determine the
fair value at September 30, 2013 and 2012:

Level 1 - Quoted prices in active markets for identical assets $ 19,195 3 41,123
Level 2 - Significant observable inputs - -
Level 3 - Significant unobservable inputs - -

The Company had no financial mstruments measuted at fair value on a nonrecurring basis on September
30,2013 and 2012:

7. Net Capital and:(),th,er Regulatory Requirements

The Company is subject to the SEC Uniform Net Capital Rule (Rule 15¢3-1), 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 1. At September 30, 2013, the Company’s regulatory net capital
was $373,797, which exceeded required net capital by $235,126. Aggregate indebtedness was
$2,080,064, resulting in a ratio of aggregate indebtedness to net capital of approximately 5.6 to 1.0.
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The Company does not carry securities accounts for customers or perform custodial functions relating to
customer securities and, therefore is exempt from the provisions of the SEC’s Rule 15¢3-3 under
Paragraph (k)(2)(ii) thereof.

8. Operating Leases

The Company leases a motor vehicle and office equipment under operating leases. At September 30,
2013, the future minimum lease payments under these leases were as follows:

o - 'Amoum '
Year ending September 30, 2014 § 47,167
2015 40,716

2016 19,374

2017 13,109

2018 9,832
Total minimum lease payments $ 130,198

9, Rent

The Company entered into a ten year lease agreement in 1998 to rent its primary office space from Rafal
Family Limited Liability Company, a related party. On June 1, 2013, the Company exercised its second
five year renewal option. The revised lease calls for an annual fixed rent of $193,968 plus real estate
taxes, and common area charges assessed against the premises. The Company has one remaining renewal
option with a term of five years.

The Company entered into a lease agreement commencing December 1, 2009 to rent additional office
space in Essex, Connecticut from Essex Savings Bank, a related party. The lease calls for an annual fixed
rent of $50,040 plus normal costs associated with a triple net lease arrangement. In addition, the
Company will pay an additional sum of $3,192 per month to fit out the premises. The initial term of the
lease is 42 months, with renewal options for two additional five year periods. During this fiscal year, the
Company exercised its first five year renewal option.

On January 1, 2010, the Company entered into a lease agreement for office space in Madison,
Connecticut from Essex Savings Bank, a related party. The lease calls for an annual fixed rent of $44.013
plus normal costs associated with a triple net lease arrangement. The initial term of the lease is five years,
with a renewal option for one additional five year period.

At September 30, 2013, future minimum rental paymems called for under the leases were as follows:

Amc:unt

Year ending September 30, 2014 § 326,320

2015 293,311
2016 282,308
2017 282,308

2018 94,103
Total minimum rental payments $1,278,350

Rent expense for the year ended September 30, 2013 and 2012 was $364,295 and $379,156, respectively.

FssetrancialSeavioes
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10. Income Taxes
T
consisted of the mlmwm components

September 30, 2013

(6,700)

bmmmn for income tax expense (benefit) for the years ended Sep’cember 30, 2013 and 2012

Federal income tax cxpense {beneh‘t} § 457,184 $ 450,484
State income tax expense (bgneﬁt) 97,241 (2,500) 94,741
Provision for incﬁme’téxexpense (benefit) $ 554,425 (9,200)  § 545,225
September 30, 2012 |
Federal income tax exp&nSe {be:neﬁﬁt) $ 496,698 (5,500)  § 491,198
State income tax expense (Eén’eﬁt) 110,813 {1,300y 109,513
Provision for iﬁcérhé téx’expéhse (benefit) $ 607,511 (6,800) $§ 600,711
The Company’s deferred tax hahxhty at September 30,2013 and 2012 was as follows:
. . aEs | 4
Depreciation expen@ $ (59;,7’()02“ $ (68,900)
\Defm*ad tax l\iability _ﬁm (59,700)  $ (’68,900)

Management regularly analyzes their tax positions and at September 30, 2013, does not believe that the
Company has taken any tax positions where future deductibility is not certain. As of September 30, 2013,
the Company is subject to unexpired statutes of limitation for examination of its tax returns for U.S.

federal and Connecmut incoime taxes for the years 2009 through 2012.

11. Profit Sharing (Luntr:butmns F

The Company maintains a 401(k) profit sharing plan for all eligible employees. Total contributions to the
Plan for the years ended September 30,2013 and 2012 were $222,006 and $218,811, respectively.

12. Concentrations of Credit Risk
The Company primarily maintains its cash in local financial institutions.

result.

11

int: The balances are generally
insured by the Federal Deposit Insurance Corporation up to $250,000 per institution. At September 30,
2013, uninsured cash balances approximated $715,000. The Company does not anticipate any loss as a
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The Company also maintains cash equivalents, consisting of money funds, which are not insured under
Federal Depository Insurance. These money funds are held in brokerage accounts and are protected by,
and subject to the limitations of, SIPC and Lloyd's. At September 30, 2013, the money funds balances
were approximately $199,000, and were fully insured up to $250,000.

13. Related Party Transactions

The Company paid managemeﬁt fees of $360,000 to Essex Savings Bank, a related party, during the years
ended September 30, 2013 and 2012.



SCHEDULE 1

Computation of Net Capital under Rule 15¢3-1 of
the Securities and Exchange Commission

e September 30, 2013

Computation of Net Capital:
Total stockholders' equity
Deductions -
Non-allowable assets:
Furniture, equipment, and leasehold improvements, net
Commissions receivable - 12B-1 fees
Other assets
Total non-allowable assets
Net capital before haircuts on securities positions
Haircuts on securities - other securities
Net capital

Aggregate Indebtedness:
Accounts payable, accrued expenses and other liabilities

Total aggregate indebtedness

Computation of basic net capital requirement:

Net capital requirement, greater of -
Minimum net capital required, 6-2/3% of aggregate indebtedness
Defined minimum dollar net capital requirement

Net capital requirement
Excess net capital

Net capital less greater of 10% of aggregate indebtedhess, or
120% of defined minimum dollar net capital requirement

Ratio of aggregated indebtedness to net capital

Reconciliation of net capital with computation included in
Part IHA of Form X-17A-5 as of September 30, 2013:
Net capital, as reported in Part ITA (unaudited) FOCUS report
Closing adjustments, identifed after initial filing

Audit adjustments

Net capital

$ 373,280
164,115

765,411

$ (450,376)

12,088

1,677,659

1,302,806

374,853
(1,056)

373,797

2,080,064

2,080,064

138,671

50,000

138,671

L2 S RS £ £1

235,126

165,791

5.56

812,085

(438,288)

373,797
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