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Duane Liebswager CPA P.C

Certified Public Accountant

15405 SW 116th venue Suite io
CIty 97224

Vuane ieLswager

Report of Independent Certified Public Accountants

Board of Directors
Liberty Capital Investment Corporation

Report on the Financial Statements

have audited the accompanying statements of financial condition
of Liberty Capital Investment Corporation as of December 31 2012
and 2011 and the related statements of income and comprehensive
income changes in stockholders equity and cash flows for the
years then ended that are filed pursuant to Rule 17a-5 under the
Securities Exchange Act of 1934 and the related notes to the
financial statements

Managements Responsibility for the Financial Statements

Management is responsible for the preparation and fair
presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of
America this includes the design implementation and maintenance
of internal control relevant to the preparation and fair
presentation of financial statements that are free from material
misstatement whether due to fraud or error

Auditor Responsibility

My responsibility is to express an opinion on these financial
statements based on my audit conducted my audit in accordance
with auditing standards generally accepted in the United States of
America Those standards require that 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 Companys preparation and fair presentation of the
financial statements in order to design audit procedures that are
appropriate in the circumstances but not for the purpose of
expressing an opinion on the effectiveness of the Companys
internal control Accordingly express no such opinion An

Phone 503/624-0940 F4X 503/684-8104 Oregon Watts 1/800/338-7975



audit also includes evaluation of 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

believe that the audit evidence have obtained is sufficient
and appropriate to provide basis for my audit opinion

Opinion

In my opinion the financial statements referred to above present
fairly in all material respects the financial position of
Liberty Capital Investment Corporation as of December 31 2012 and
2011 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

Duane Liebswager C.P.A PC
Certified Public Accountant

February 2013



LIBERTY CAPITAL INVESTNENT CORPORATION
STATEMENT OF FINANCIAL CONDITION
December 31 2012 and 2011

2012 2011
ASSETS
Cash 57979 44454
Receivables from broker dealers 77642 70353
Inventory positions at clearing

Corporation 167201 168692
Deposits with clearing organizations 20355 20355
Furniture equipment at cost net of
accumulated depreciation of $20176 and
$18254 5372 7295

Prepaid expenses 18734 26164

TOTAL ASSETS $347283 $337313

LIABILITIES AND STOCKHOLDERS EQUITY

Accounts payable and accrued
liabilities 79923 76176

TOTAL LIABILITIES 79923 76176

STOCKHOLDER EQUITY
Common stock no par value 10800

shares issued 30962 30962
Additional paidin capital 10116 10116
Retained earnings 226282 220059

Total stockholders equity 267360 261137

TOTAL LIABILITIES AND STOCKHOLDERS
EQUITY $347283 $337313

See accompanying notes and accountants audit report



LIBERTY CAPITAL INVESTMENT CORPORATION
STATEMENT OF INCOME ND COMPREHENSIVE INCOME
Years Ended December 31 2012 and 2011

REVENUE
Commissions
Sale of investment company shares
Dividends and interest
Fee income
Other

Total revenue

EXPENSES
Employee compensation and taxes
Commissions and floor brokerage
Regulatory fees and assessments
Communications

Occupancy and equipment rents
Professional fees
Other expenses
Depreciation

Total expenses

NET INCOME LOSS BEFORE INCOME TAXES

675 960

50893
9252
5420

41 694

17 911

64207
922

867259

20 134

761337
57 841

038

357

48 101

23 142

76445
2035

977296

2825

INCOME TAXES 8417 5333

NET INCOME LOSS BEFORE COMPREHENSIVE
ITEMS 11717 2508

COMPREHENSIVE ITEMS
Unrealized Gains Losses on Securities

available for resale net of income
taxes 5485 ________

NET INCOME LOSS 6232 3232

See accompanying notes and accountants audit report

2012 2011

$350363
147450

097

200 518

185 965

$395507
202 180

2562
173 626

206246

887393 980121

5740



LIBERTY CAPITAL INVESTMENT CORPORATION
STATEMENT OF CHANGES IN STOCKHOLDERS EQUITY
For the Years Ended December 31 2012 and 2011

Common Stock Paid-In Retained
Shares Amount Capital Earnings Total

Balance at

December 31 2010 10300 $18634 $10116 $227127 $255877

Net income loss
for the year 3232 3232

Stock issued 500 12328 12328

Dividends paid ______ _______ _______ 10300 10300

Balance at

December 31 2011 10800 30962 10116 220059 261137

Net income loss
for the year 6232 6232

Company stock
repurchased ______ _______ _______

Balance at

December 31 2012 10800 $30962 $10116 $226282 $267360

See accompanying notes and accountants audit report



LIBERTY CAPITAL INVESTMENT CORPORATION
STATEMENT OF CASH FLOWS
For the Years Ended December 31 2012 and 2011

Increase Decrease in Cash and Cash Equivalents
Cash flows from operating activities
Cash received from operations $874619
Cash paid to employees and suppliers 864182
Dividends received 3097
Income taxes
Net cash provided by operating activities 13534
Cash flows from investing activities
Dividends paid
Purchase of equipment
Net cash provided by

investing activities
Cash flow from financing activities
Sale of stock
Net cash provided from financing

Activities
Net increase in cash and cash

equivalents 13525
Cash and cash equivalents at beginning
of year 44454

Cash and cash equivalents at end of

year ________

Reconciliation of net income to net
activities

Net income loss
Adjustments to reconcile net loss to

net cash used in operating activities
Amortization and depreciation
Change in assets and liabilities
Receivables from brokers or dealers
Prepaid expenses investments
Accounts payable ________

Total adjustments ________

Net cash used in operating activities

$996393
989 698

2562

9257

10300

10300

12 328

12328

11285

33 169

Disclosure of accounting policy
For purposes of the statement of cash flows the Company considers
cash on hand and cash in bank to be cash equivalents

See accompanying notes and accountants audit report

2012 2011

57979 44454

cash provided by operating

6232 3232

1922 2035

7289
8921
3748
7302

13 094

1530
10634

025

13534 9257



LIBERTY CAPITAL INVESTMENT CORPORATION
NOTES TO FINANCIAL STATEMENTS
December 31 2012

NOTE SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Date of Managements Review Management has evaluated subsequent
events through February 2013 the date on which the financial
statements were available to be issued

General

Liberty Capital Investment Corporation was incorporated on October
1989 in Oregon The Company is broker-dealer registered

with the SEC and is member of the Financial Industry Regulatory
Authority FINRA Municipal Securities Rulemaking Board MSRB
and Securities Insurance Protection Corporation SIPC

Revenue Recognition

Proprietary securities transactions in regularway trades are
recorded on the trade date as if they had settled Profit and
loss arising from all securities and commodities transactions
entered into for the account and risk of the Company are recorded
on trade date basis Customers securities and commodities
transactions are reported on settlement date basis with related
commission income and expenses reported on trade date basis

Amounts receivable and payable for securities transactions that
have not reached their contractual settlement date are recorded
net on the statement of financial condition

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

Investments

Marketable securities are valued at market value The resulting
difference between cost and market is included in income

Fixed Assets

Depreciation is provided on straight-line basis using estimated
useful lives of five to ten years

Use of Accounting Estimates

The preparation of financial statements in conformity with U.S
generally accepted accounting principles requires that management
make estimates and assumptions which affect the reported amounts
of assets and liabilities disclosure of contingent assets and
liabilities at the date of the financial statements and the



LIBERTY CAPITAL INVESTMENT CORPORATION
NOTES TO FINANCIAL STATEMENTS
December 31 2012

Use of Accounting Estimates Continued

reported amounts of revenues and expenses during the reporting
period Actual results could differ from those estimates

NOTE RECEIVABLE FROM BROKERS DEALERS AND CLEARING
ORGANIZATION

Accounts receivable from brokers dealers and clearing
organization result from the Companys normal trading activities
The Company considers all accounts receivable to be fully
collectible accordingly no allowance for doubtful accounts is
required

NOTE INVESTMENT SECURITIES

Marketable securities owned at December 31 2012 consist of
investment securities at quoted market values

Readily marketable allowable
Corporate stocks 63982
Stock and bond mutual funds 103219

$167201
Fair Market Measurement at Reporting Date Using

Quoted Prices In
Active Markets

For Identical Assets
Description 2012 Level
Availableforsalesecurities $167201 $167201

Total $167201 $167201

NOTE FIXED ASSETS

Fixed assets include property and equipment Useful lives of
equipment range from to 10 years At December 31 2012 fixed
assets consist of

Furniture and fixtures 24018
Leasehold improvements 1530
Less accumulated depreciation 20176

5372

Depreciation expense was $1922 and $2035 for the years ended
December 31 2012 and 2011 respectively



LIBERTY CAPITAL INVESTMENT CORPORATION
NOTES TO FINANCIAL STATEMENTS
December 31 2012

NOTE CAPITAL STOCK

Capital stock at December 31 2012 consists of

20000 shares of no par value common stock
authorized 10800 issued and outstanding 30962

NOTE INCOME TAXES

The Company is no longer subject to federal or state examinations
by taxing authorities for years before 2009 generally for three
years after they were filed

The components of the provision for corporate income tax are as
follows

Current Deferred Total
Federal 5841 5841
State 2576 2567

Total Provision 8417 8417

Net deferred tax assets liability as of December 31 2012
consist of the following

Assets Liabilities Total
Current
Federal
State 1848 1848

1848 1848
Noncurrent
Federal 1282 1282
State 566 566

1848 1848

Total 1848 1848

Deferred income taxes are provided when income and expenses
principally relating to the valuation of investment securities and
differences in depreciation methods for book and tax are
recognized in different years for financial and tax reporting
purposes

NOTE NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission
Uniform Net Capital Rule Rule 15c31 which requires the
maintenance of minimum net capital and requires that the ratio of

10



LIBERTY CAPITAL INVESTMENT CORPORATION
NOTES TO FINANCIAL STATEMENTS
December 31 2012

NOTE NET CAPITAL REQUIREMENTS CONTINUED

aggregate indebtedness to net capital shall not exceed 15 to
At December 31 2012 the Company had net capital of $218412
which was $213084 in excess of its required net capital of
$5000 The Companys net capital ratio was .366 to

NOTE RETIREMENT PLAN

The Company maintains Savings Incentive Match Plan for Employees
SIMPLE-IRA in which all employees receiving at least $5000
during any prior year are eligible to participate Employees can
elect to defer up to $10500 $13000 if age 50 or older The
Company must match dollar-for-dollar the employee elective
deferrals up to 3% of wages or contribute 2% of wages up to $4500
for all employees The contribution made for the year ended
December 31 2012 was $12996

NOTE STOCKHOLDERS AGREEMENT

The stockholders of the Company have an agreement stipulating
among other things the terms under which the Companys stock can
be sold or transferred The agreement provides that stockholder
intending to dispose of an interest in the Company must first
offer his stock to the other stockholders at price determined in
accordance with the agreement Any shares not purchased by the
remaining stockholders will be purchased by the Company The
agreement also provides that the other stockholders may redeem the
shares owned by stockholder upon death or disability

During 2011 the Company issued 500 shares of stock under an
option for an employee/stockbroker

During 2012 the Company issued and repurchased 100 shares of
stock under an option for an employee/stockbroker The stock
certificate was voided and the $9 difference was posted to
retained earnings

NOTE LEASE COMMITMENTS

The Company entered into lease agreement effective July 2006
for lease of office space and parking Parking is at the current
market rate which is currently $164 per parking space In July
2012 the agreement was extended through June 2015 with monthly
rent at $3703.13

11



LIBERTY CAPITAL INVESTMENT CORPORATION
NOTES TO FINANCIAL STATEMENTS
December 31 2012

NOTE LEASE COMMITMENTS CONTINUED

The future lease commitments are summarized as follows

2013 40734
2014 44438
2015 22219

$107 391

Total rent expense including parking for 2012 was $41693

NOTE CONCENTRATION OF CREDIT RISK

The Company has cash and money market fund deposits at financial
institutions in excess of the federally insured limits The
amount at risk at December 31 2012 is zero The Company does
business primarily in Portland Oregon and surrounding
metropolitan area

NOTE COMMITMENTS AND CONTINGENT LIABILITIES

The Company does not have any commitments or contingent
liabilities other than those stated in these financial statements

12



SUPPLEMENTARY INFORMATION

PURSUANT TO RULE 17A-5 OF THE

SECURITIES EXCHANGE ACT OF 1934
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Duane Liebswager CPA P.C

Certified Public Accountant

15405 SW ii6th qtvenue Suite 105

KIng CIty OP. 97224

Vuane Lie 6swager

Report of Independent Certified Public Accountants
on Supplemental Information Required by SEC Rule 17a-5

Board of Directors
Liberty Capital Investment Corporation

have audited the financial statements of Liberty Capital
Investment Corporation for the year ended December 31 2012 and
2011 which contained an unmodified opinion on those financial
statements My audit was performed for the purpose of forming an
opinion on the financial statements as whole The supplementary
information contained in Schedules and required by Rule 17a-5
under the Securities and Exchange Act of 1934 is presented for

purposes of additional analysis and is not required part of the
financial statements 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 in Schedules and has
been subjected to the auditing 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 my opinion the
information in Schedules and is fairly stated in all material
respects in relation to the basic financial statements taken as
whole

Duane Liebswager C.P.A PC
Certified Public Accountant

February 2013
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LIBERTY CAPITAL INVESTNT CORPORATION
SCHEDULE

FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT PART
hA FORM X-17A-5 THE UNITED STATES SECURITIES AND EXCHANGE
COMMISSION

COMPUTATION OF NET CAPITAL
For Years Ended December 31 2012 and 2011

2012 2011

Stockholders equity from statement of
financial condition $267360 $261137

Deduct equity not allowable for net

capital

Stockholders equity qualified for

net capital 267360 261137

Deductions and/or charges
Non-allowable assets
Furniture and equipment 5372 7295

Prepaid expenses 18734 26164
243254 227678

Net Capital before haircuts
Haircut on other s.ecurities 24842 23541

Net Capital $218412 $204137

Computation of net capital requirement
Minimum net capital required 5328 5078

Minimum dollar net capital requirement 5000 5000

Excess net capital $213084 $199059

Excess net capital at 1000% $210420 $196519

Aggregate Indebtedness
Items included from statement of

financial condition
Accounts payable and accrued
liabilities 79923 76176

Total aggregate indebtedness 79923 76176

Ratio Aggregate indebtedness to

net capital .366 to .373 to

15



LIBERTY CAPITAL INVESTMENT CORPORATION
SCHEDULE

FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT PART
hA FORM X-171-5 THE UNITED STATES SECURITIES AND EXCHANGE
COMMISSION

RECONCILIATION OF COMPUTATION OF NET CAPITAL UNDER RULE 17a-5
For Years Ended December 31 2012 and 2011

2012 2011
NET CAPITAL

Net capital as of December 31 per
unaudited report filed by respondent $217798 $204138

Adj ustments
Effect on net income for adjustments
Decrease in aggregate indebtedness 615

Rounding

Net capital at December 31 as adjusted $218412 $204137

AGGREGATE INDEBTEDNESS

Total aggregate indebtedness as of

December 31 per unaudited report
filed by respondent 80538 76176

Rounding
Decrease in aggregate indebtedness 615

Total aggregate indebtedness as of

December 31 as adjusted 79923 76176

16



Duane Liebswager CPA P.C

Certified Public Accountant

15405 SW iiGtII Avenue Suite 105

KIng City OP 97224

Vuane ieswa8er

Independent Accountants Report on Applying Agreed-Upon Procedures
Related to an Entitys SIPC Assessment Reconciliation

To the Board of Directors Liberty Capital Investment Corporation
1800 SW First Avenue Suite 150

Portland Oregon 972015333

In accordance with Rule 17a-5e under the Securities Exchange
Act of 1934 we have performed the procedures enumerated below
with respect to the accompanying Schedule of Assessment and

Payments General Assessment Reconciliation Form SIPE-7 to the
Securities Investor Protection Corporation SIPC for the year
ended December 31 2012 which were agreed to by Liberty Capital
Investment Corporation and the Securities and Exchange Comission
Financial Industry Regulatory Authority Inc SIPC and other
designated examining authority or specified parties of report
solely to assist you and the other specified parties in evaluating
Liberty Capital Investment Corporations compliance with the

applicable instructions of the General Assessment Reconciliation
Form SIPC-7 Liberty Capital Investment Corporations management
is responsible for the Liberty Capital Investment Corporations
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

Compared the listed assessment payments in Form SIPC-7 with
respective cash disbursement records entries noting no

differences
Compared the amounts reported on the audited Form-X17A-5 for
the year ended December 31 2012 as applicable with the

amounts reported in Form SIPC-7 for the year ended December 31
2012 noting no differences
Compared any adjustments reported in FormSIPS7 with supporting
schedules and working papers noting no differences
Proved the arithmetical accuracy of the calculations reflected
in Form SIPC-7 and in the related schedules and working papers
supporting the adjustments noting no differences and

17
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Compared the amount of any overpayment applied to the currentassessment with the Form SIPC-7T on which it was originallycomputed noting no differences

We were not engaged to and did not conduct an examination theobjective of which would be the expression of an Opinion oncompliance Accordingly we do not express such an opinion Hadwe performed additional procedures other matters might have cometo our attention that would have been reported to you
This report is intended solely for the information and use of thespecified parties listed above and is not intended to be andshould not be used by anyone other than those specified parties

Duane Liebswager C.P.A PC
Certified Public Accountant

February 2013
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SECURITIES INVESTOR PROTECTION CORPORATION
P.O Box 92185 Washington D.C 20090-2185

202-371-6300

General Assessment Reconciliation

For the hsoal year ended 1213112012

Read carefully the instructions in your Working Copy before completing this Form

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

Name of Member addte.ss Designated Examining Authority 1934 Act registration no and month in which fIscal year ends for

purposes of Itie audit requirement ot SEC Rule 17a-6

Note if any of the information shown on the

mailing label requires correction please e-mail

any corrections to form@sipc.org and so

indicate on the form flied

Name and telephone number of person to

contact respecting this form

General Assessment item 2e from page

Less payment made with SIPC-8 filed exclude interest

fl/ZiJ27
Date Paid

Less prior overpayment applied

Assessment balance due or overpayment

Interest computed on late paymen.l see instruction for._.._days at 20% per annum

Total assessment balance and interest due or overpayment carried forward

PAID WITH THIS FORM
Check enclosed payable to SIPC

Total must be same as above $____________________________

Overpayment carried forward \j1 .c

SubsIdiaries and predecessors included in this form give name and 1934 Act registration number

The SIPC member submitting this form and the

person by whom it is executed represent thereby

that all information contained herein is true correct

and complete

Dated the_2day of 20.13 __________________________________________________________

This form and the assessment payment is due 60 days after the end of the fIscal year RetaIn the WorkIng Copy of this form

for period of not less than years the latest years in en easily accessible place

lkjthofzod Signatwe

2YOr-sk
tiIl

Dates ____________
Postmarked

Calculations _________

Exceptions

Disposition of exceptions

Received Reviewed

Documentation _________ Forward Copy

SIPC-7

33REV7/l0

SIPC-7

-REV 7/10

042081 FINRA DEC

LIBERTY CAPITAL INVESTMENT CORP

1800 SW 181 AVE STE 150

PORTLAND OR g7201-569

2021

Lk2.1.t1

\\-1.q

$-
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iamo ci oporailon ParUlership or olh.r organIohnn



item No
2a Total revenue FOCUS Line 12/Part hA Line Code 4030

Additions

Total revenues from thesecurlifes business of subsidiaries except foreign stibsltheriec and

predecessors not Included above

Net toss from principal transactions in securities in trading accounts

Net loss from prIncipal transactions in commodities In trading accounis

interest and dividend expense deducted in determining Item 2a

Net loss from management of or participation in the underwriting or distribution of securities

Expenses other than advertising printing registration lees and legal fees deducted in determiningnet

profit from management of or participation In underwriting or distribution of securities

Net loss from securities In investment accounts

Total additions

2c Deductions

Revenues from the distribution of shares of registered open end investment company or unit

investment trust from the sale of variable annuities from the business of insurance from investment

advisory services rendered to registered investment companies or lnstrance company separate

accounts and from transactions In security futures poducls

Revenues from commodity transactions

Oonmissions floor brokerage and clearance paid to other S1PO members in connection with

securities transactions

Reimbursements for postage in connection with proxy solicitation

Net gain from securities in investment aooounts

100% of commissions and markups earned from transactions in certificates of deposit and

ii Treasury bills bankers acceptances or commercial paper that mature nine months or tess

from issuance date

Direct expenses of printing advertising and
legal

tees Incurred to connection with other revenue

related to the securities business revenue defined by Section 169L of the Act

Other revenue not rotated ejjner oirectiy or indirectly to the securities busIness

See Instruction

Deductions In excess of $100000 require documentation

Total interest and divIdend expense FOCUS Line 22/PART hA tine 13

Code 4075 pius fine 2b4 above but not in excess

of total interest and dividendincome

iii 40% of margin interest earned on customers securities

accounts 40% of FOCUS line Code 3960

Enter the greater of line or ii

Total deductions

2d SIPG Net Operating Revenues

2e General Assessment .0025

jc

DETERMINATION OF SIPC NET OPERATING REVENUES

AND GENERAL ASSESSMENT
Amounts for the fiscal period

beginning 111/2012

and ending 1V3112012

Eliminate conts

ç5

.d

2cG\
21çc

56

-w

2cct4o

to page line 2.A



Duane Liebswager CPA P.C

Certified Public Accountant

15405 Sw 116th 4venue Suite 105

KIng CIty OR 97224

Report on Internal Contru qSeEC Rule 17a-5g for

Broker-Dealer Claiming an Exemption From SEC Rule 15c3-3

Board of Directors
Liberty Capital Investment Corporation

In planning and performing our audit of the financial statements
of Liberty Capital Investment Corporation as of and for the years
ended December 31 2012 and 2011 in accordance with auditing
standards generally accepted in the United States of America we

considered the Companys internal control over financial reporting
internal control as basis for designing our auditing
procedures for the purpose of expressing our opinion on the

financial statements but not for the purpose of expressing an

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

the Companys internal control

Also as required by Rule 17a-5g of the Securities and

Exchange Commission SEC we have made study of the practices
and procedures followed by the Company including consideration of

control activities for safeguarding securities This study
included tests of such practices and the procedures that we

considered relevant to the objectives stated in Rule 17a5g in

making the periodic computations of aggregate indebtedness or
aggregate debits and net capital under Rule 17a-3a 11 and for

determining compliance with the exemptive provisions of Rule 15c3-

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

Making quarterly securities examinations counts verifications
and comparisons and recordation of differences required by Rule

17a 13

Complying with the requirements for prompt payment for

securities under Section of Federal Reserve Regulation of

the Board of Governors of the Federal Reserve System

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 SECS previously mentioned objectives
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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 transactions are executed in accordance with
managements authorization and recorded properly to permit the

preparation of financial statements in conformity with generally
accepted accounting principles Rule 17a-5g 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

control deficiency exists when the design or operation of
control does not allow management or employees in the normal
course of performing their assigned functions to prevent or
detect misstatements on timely basis significant deficiency
is deficiency or combination of deficiencies in internal
control that is less severe than material weakness yet

important enough to merit attention by those charged with
governance

material weakness is deficiency or combination of

deficiencies in internal control such that there is reasonable
possibility that material misstatement of the Companys
financial statements will not be prevented or detected and
corrected on timely basis

Our consideration of internal control was for the limited purpose
described in the first 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 previously

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 objective in all material respects indicate
material inadequacy for such purposes Based on this

understanding and on our study we believe that the Companys
practices and procedures as described in the second paragraph of
this report were adequate at December 31 2012 and 2011 to meet
the SECs objectives
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This report is intended solely for the information and use of the
Board of Directors management and the SEC and the Financial

Industry Regulatory Authority Inc and other regulatory agencies
that rely on Rule 17a5g 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

Duane Liebswager C..A PC
Certified Public Accountant

February 2013
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