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OATH OR AFFIRMATION

Mark Paul Shelson affirm that to the best of my knowledge and belief the accompanying financial

statements for the year ended December 31 2012 and supplemental schedules as of December 31 2012

pertaining to Cetera Financial Specialists LLC the Company are true and correct further affirm that

neither the Company nor any officer or director has any proprietary interest in any account classified

solely as that of customer
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To the Member and Board of Directors of

Cetera Financial Specialists LLC formerly Genworth Financial Securities Corporation

We have audited the accompanying statement of financial condition of Cetera Financial Specialists LLC

formerly Genworth Financial Securities Corporation the Company as of December 31 2012 and the

related notes the financial statement that you are filing pursuant to Rule 7a-5 under the Securities

Exchange Act of 1934

Managements Responsibility for the Financial Statement

Management is responsible for the preparation and fair presentation of this financial statement 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 the financial statement that is free from material misstatement whether due to fraud or

error

Auditors Responsibility

Our responsibility is to express an opinion on this financial statement based on our audit We conducted

our audit in accordance with auditing standards generally accepted in the United States of America Those

standards require that we plan and perform the audit to obtain reasonable assurance about whether the

financial statement is free from material misstatement

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

the financial statement The procedures selected depend on the auditors judgment including the

assessment of the risks of material misstatement of the financial statement 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 statement in order to design audit procedures that are

appropriate in the circumstances but not for the purpose of expressing an opinion on the effectiveness of

the Companys internal control Accordingly we express no such opinion An audit also includes

evaluating the appropriateness of accounting policies used and the reasonableness of significant

accounting estimates made by management as well as evaluating the overall presentation of the financial

statement

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

our audit opinion

Opinion

In our opinion the financial statement referred to above presents fairly in all material respects the

financial position of Cetera Financial Specialists LLC as of December 31 2012 in accordance with

accounting principles generally accepted in the United States of America

4ehiiJ

February 28 2013

Member of

Deloitte Touche Tohmatsu Limited



CETERA FINANCIAL SPECIALISTS LLC

formerly known as Genworth Financial Securities Corporation

STATEMENT OF FINANCIAL CONDITION

AS OF DECEMBER 31 2012

ASSETS

ASSETS
Cash and cash equivalents 6877238

Deferred compensation plan investments 1541852
Commissions receivable 3161598
Other receivables 1166249

Prepaid expenses 1897360
Goodwifi 10691158

Other assets 849556

TOTAL 26185011

LIABILITIES AND MEMBERS EQUITY

LIABILITIES

Commissions payable 2682524
Deferred compensation plan accrued liabilities 1824142
Other liabilities 1095039

Total liabilities 5601705

MFIsIBERS EQUITY
Members contributions 9848871

Accumulated earnings 10734435

MEMBERS EQUITY 20583306

TOTAL 26185011

See notes to statement of financial condition
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Cetera Financial Specialists LLC

formerly known as Genworth Financial Securities Corporation

NOTES TO STATEMENT OF FINANCIAL CONDITION

AS OF DECEMBER 31 2012

NATURE OF BUSINESS AND OWNERSHIP

Cetera Financial Specialists LLC the Company is broker-dealer registered under the Securities

Exchange Act of 1934 registered investment advisor and member of the Financial Industry

Regulatory Authority Inc FINRA The Company provides brokerage investment advisory and

planning services and insurance services to the general public nationally through independent advisors

The Company is wholly owned subsidiary of Cetera Financial Specialists Services LLC Specialists

Services which is wholly owned subsidiary of Cetera Financial Group Inc Cetera Financial

which is wholly-owned subsidiary of Cetera Financial Holdings Inc Cetera Holdings The

majority shareholder of Cetera Holdings is Lightyear Fund II L.P which is managed by Lightyear

Capital LLC

Effective November 2012 the Company converted from corporation to single member limited

liability company and at the same time the Companys name changed from Genworth Financial

Securities Corporation The change in organization and name had no effect on the operation of the

Company

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Use of Estimates The statement of financial condition is prepared in accordance with accounting

principles generally accepted in the United States of America U.S GAAP which require the

Company to make estimates and assumptions regarding the valuation of certain financial instruments

allowance for doubtful accounts accruals for liabilities and other matters that affect the statement of

financial condition and related disclosures Management believes that the estimates utilized in preparing

its statement of financial condition are reasonable Actual results could differ from those estimates under

different assumptions or conditions and the differences may be material to the statement of financial

condition

Cash and Cash Equivalents The Company considers deposits that can be redeemed on demand and

highly liquid investments that have original maturities of three months or less when purchased to be

cash and cash equivalents The carrying value approximates fair value due to the short-term maturities of

these investments

Goodwill Goodwill is not amortized but is tested for impairment at least annually using fair value

approach which requires the use of estimates and judgment The Company recognizes an impairment

charge for any amount by which the carrying amount of goodwill exceeds its fair value The Company

uses discounted cash flows to establish fair values When business within reporting unit is disposed

of goodwill is allocated to the business using the relative fair value methodology to measure the gain or

loss on disposal

Fair Value of Financial Instrwnents Substantially all of the Companys financial instruments are

carried at fair value Receivables and liabilities are carried at cost or cost plus accrued interest which

approximates fair value

-3-



Income Taxes As single member limited liability corporation effective November 2012 the

company is considered as corporate division and recognizes an allocation of income taxes in its

statement of financial condition under an income tax sharing agreement with Cetera Financial

Generally this allocation results in profitable companies recognizing tax provision as if the individual

company filed separate return and loss companies recognizing benefits to the extent of their losses

Under the terms of the tax allocation agreement income taxes are settled based on the total income tax

provision As such the Company does not separately record deferred income taxes in the statement of

financial condition

Recent Accounting Pronouncements In May 2011 the Financial Accounting Standards Board

FASB issued Accounting Standards Update ASU No 2011-04 Amendments to Achieve Common

Fair Value Measurement and Disclosure Requirements in U.S GAAP and IFRSs which amends U.S

GAAP to conform it with fair value measurement and disclosure requirements in International Financial

Reporting Standards IFRS The amendments in ASU No 2011-04 are effective for interim and

annual periods beginning after December 15 2011 The adoption of ASU No 2011-04 in 2012 did not

have material effect on the Companys operations or financial reporting

INCOME TAXES

The Company has reviewed and determined that there are no uncertain tax positions that would have

material impact on the statement of financial condition of the Company The Company is subject to

examination by U.S federal tax authorities for tax returns filed for the prior three years and by state tax

authorities for the prior four years

EMPLOYEE AND REGISTERED REPRESENTATIVE BENEFITS

401k and Health and Welfare Benefit Plan for Employees The employees of the Company are

covered by 401k defined contribution plan and health and welfare benefit plan that are

administered by an affiliate Subject to eligibility requirements all employees are eligible to participate

The 401k plan features on employer matching program The health and welfare plan is self-insured

plan sponsored by an affiliate Costs of the plan are allocated to the Company based on rates determined

by the affiliate The Company had no separate employee benefit plan in 2012 and relied on its affiliated

company to cover all eligible employees All benefits that were paid by the affiliate were charged back

to the Company for reimbursement

Deferred Compensation Plans for Registered Representatives The Company maintains deferred

compensation plan the Plan for registered representatives Under the Plan if certain eligibility

requirements are met participant may defer portion of their income including commission and fee

earnings as applicable Participants may elect to have all or portion of their deferred compensation

account indexed to rates of return on variety of investment options including fixed rate option The

Company credits earnings to these participants accounts based upon the actual rate of return on the

underlying investment index choice There were no Company contributions to the Plan in 2012 The

Plan is unfunded therefore benefits are paid from the general assets of the Company The Company

attempts to minimize its exposure to market fluctuations by making investments that are similar to those

selected by the Participants of which $1541852 is included as deferred compensation plan investment

in the statement of financial condition and is carried at fair value The total of net participant deferrals

which is reflected within deferred compensation plan accrued liabilities in the statement of financial

condition was $1824142

Stock-Based Compensation ASC Topic 718 Compensation Stock Compensation requires all

share-based payments to employees and registered representatives to be recognized in the statement of
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financial condition based upon the grant-date fair value Certain employees of the Company have been

granted stock options for Cetera Holdings stock which settled through liability account with Cetera

Holdings

RELATED-PARTY TRANSACTIONS

Specialists Services allocates portion of its general administrative expenses to the Company based on

volume number of personnel and activity At December 31 2012 outstanding payables to affiliates in

connection with these services of $731099 were included in other liabilities

COMMITMENTS AND CONTINGENCIES

The Company is party to number of claims lawsuits and arbitrations arising in the course of its

normal business activities While it is not possible to forecast the outcome of such lawsuits/arbitrations

in light of the existing insurance and established reserves it is the opinion of management that the

disposition of such lawsuits/arbitrations will not have materially adverse effect on the Companys

operations or financial position

FAIR VALUE OF FINANCIAL INSTRUMENTS

Fair value is the price that would be received to sell an asset or paid to transfer liability in an orderly

transaction between market participants at the measurement date fair value measurement assumes

that the transaction to sell the asset or transfer the liability occurs in the principal market for the asset or

liability or in the absence of principal market the most advantageous market Fair value measurement

is prioritized to maximize the use of observable inputs and minimize the use of unobservable inputs

within three-level fair value hierarchy

Level Inputs are quoted prices unadjusted in active markets for identical assets or liabilities the

Company has the ability to access

Level Inputs other than quoted prices included in Level that are observable for the asset or

liability either directly or indirectly

Level Inputs are unobservable for the asset or liability and rely on managements own assumptions

as to what market participants would use in pricing the asset or liability The unobservable inputs

should be developed based on the best information available in the circumstances and may include the

Companys own data

Cash equivalents include money market mutual fund instruments which are short term in nature with

stated redemption value Mutual funds are fair valued by management using third-party pricing

services which base prices on market quotations These securities are primarily classified within

Level The Companys fair value hierarchy for those assets measured at fair value on recurring basis

as of December 31 2012 is as follows
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Fair Value Measurements on Recurring Basis

Assets Level Level Level Total

Cash equivalents money
market funds 5300311 5300311

Deferred compensation plan

investments mutual funds

Money market funds 6869 6869

International/global funds 386673 386673

U.S equity funds 736013 736013

U.S fixed income funds 412297 ______ ______ 412297

Total deferred compensation

plan investments 1541852 ______ ______ 1541852

Total 6842163 6842163

NET CAPITAL REQUIREMENTS

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

Rule 15c3-1 which requires the maintenance of minimum net capital The Company computes its net

capital requirements under the basic method provided for in Rule 5c3- The rule requires the

maintenance of minimumnet capital of the greater of $50000 or 2/3% of aggregate indebtedness

At December 31 2012 the Company had net capital of $5016842 which was $4646613 in excess of

required net capital of $370229

Under the clearing arrangement with the clearing broker the Company is required to maintain certain

minimum levels of net capital and comply with other financial ratio requirements At December 31

2012 the Company was in compliance with all such requirements

RESERVE REQUIREMENTS AND INFORMATION RELATING TO THE POSSESSION OR
CONTROL REQUIREMENTS FOR BROKERS AND DEALERS

The Company is exempt from the provisions of Rule 15c3-3 of the Securities Exchange Act of 1934

pursuant to paragraph k2ii of the Rule The Company is an introducing broker or dealer that clears its

securities transactions on fully disclosed basis with clearing broker carries no customers accounts

promptly transmits all customer funds and customer securities with the clearing broker and does not

otherwise hold funds or securities of customers Because of such exemption the Company is not

required to prepare determination of reserve requirements for brokers and dealers or provide

information relating to possession or control requirements for brokers and dealers

10 SUBSEQUENT EVENTS

Management evaluated activity of the Company through the date the statement of financial condition

was available to be issued and concluded that no subsequent events have occurred that would require

recognition or disclosure
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February 28 2013

Cetera Financial Specialists LLC formerly Genworth Financial Securities Corporation

200 North Martingale Road

Schaumberg IL 60 173-2096

In planning and performing our audit of the financial statements of Cetera Financial Specialists LLC the

Company as of and for the year ended December 31 2012 on which we issued our report
dated

February 28 2013 and such report expressed an unmodified opinion on those financial statements 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-5g1 of the Securities and Exchange Commission SEC we have

made study of the practices and procedures followed by the Company including consideration of

control activities for safeguarding securities This study included tests of compliance with such practices

and procedures that we considered relevant to the objectives stated in Rule 17a-5g in making the

periodic computations of aggregate indebtedness and net capital under Rule 17a-3a1 for determining

compliance with the exemptive provisions of Rule 15c3-3 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 making the quarterly securities

examinations counts verifications and comparisons and the recordation of differences required by Rule

17a-13 or in 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 SEC 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

managements authorization and recorded properly to permit 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

Member of

Deloitte Touche Tohmatsu



deficiency in internal control exists when the design or operation of control does not allow

management or employees in the normal course of performing their assigned functions to prevent or

detect and correct misstatements on timely basis 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 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 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 to meet the SECs

objectives

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

SEC Financial Industry Regulatory Authority Inc and other regulatory agencies that rely on Rule 17a-

5g under the Securities Exchange Act of 1934 in their regulation of registered broker-dealers and is not

intended to be and should not be used by anyone other than these specified parties

Yours truly

i2dt
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INDEPENDENT ACCOUNTANTS REPORT ON APPLYING AGREED-UPON PROCEDURES

To the Member and Board of Directors of

Cetera Financial Specialists LLC formerly Genworth Financial Securities Corporation

In accordance with Rule 7a-5e4 under the Securities Exchange Act of 1934 we have performed the

procedures enumerated below with respect to the accompanying General Assessment Reconciliation

Form SIPC-7 to the Securities Investor Protection Corporation SIPC for the year ended December 31

2012 which were agreed to by Cetera Financial Specialists LLC and the Securities and Exchange

Commission Financial Industry Regulatory Authority Inc and SIPC solely to assist you and the other

specified parties in evaluating Cetera Financial Specialists LLC compliance with the applicable

instructions of the Form SIPC-7 Cetera Financial Specialists LLCs management is responsible for

Cetera Financial Specialists LLCs 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 fmdings are as follows

Compared the listed assessment payments in Form SIPC-7 with respective cash disbursement

records entries noting no differences

Compared the total revenue amounts of the audited Form X-1 7A-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 difference of $1

Compared any adjustments reported in Form SIPC-7 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

We were not engaged to and did not conduct an examination the objective of which would be the

expression of an opinion on compliance Accordingly we do not express such an opinion Had we

performed additional procedures other matters might have come to our attention that would have been

reported to you

This report is intended solely for the information and use of the specified parties listed above and is not

intended to be and should not be used by anyone other than these specified parties

Th4k -1

February 28 2013

Member of

Deloitte Touche Tohmatsu Limited



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

202-371-8300

General Assessment Reconciliation

For the fiscal year ended 12/31/2012

Read caretully the instructions in your Working Copy belore completing this Form

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

Name of Member address Designated Examining Authority 1934 Act registration no and month in which fiscal

purposes of the audit requirement of SEC Rule 7a-5

027082 FINRA DEC

CETERA FINANCIAL SPECIALISTS LLC 1717

ATTh EDWARD KERN
200 MART W4GAL.E RD 7Th FL

SCHALJMBURG IL 6o173-3

General Assessment item 2e from page

Less payment made with SIPC-6 filed exclude Interest

3o
Date Paid

Less prior overpayment applied

Assessment balance due or overpayment

Interest computed on late payment 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

iL0

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

pe-o st L_ 1-

Name 01 Corporation Partnership or other organizatloni

uthorized Signature

lrecsrr

Dates ____________
Postmarked

uJ

Calculations
LU

Exceptions

co Disposition of exceptions

Received Reviewed

Documentation Forward Copy

SIPC-7

33-REV 7/10J

SIPC-7

33-REV 7/10

year ends for

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 fited

Name and telephone number of person to

contact respecting this form

$eji- 3c\MZ

Dated the 5day of________________ 20
Title

This form and the assessment payment Is due 60 days alter the end of the fiscal year Retain the Working Copy of this form

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



Item No

2a Total revenue FOCUS Line 12/Part hA Line Code 4030

2b Additions

Total revenues from the securities business 01 subsidiaries except foreign subsidiaries and

predecessors not included above

Net loss from principal transactions in securities in trading accounts

Net loss from principal transactions in commodities in trading accounts

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 fees and legal fees deducted in determining net

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

Net loss from securities in Investment accounts

Total additions

Total interest and dividend expense FOCUS Line 22/PART hA Line 13

Code 4075 plus line 2b4 above but not in excess

of total interest and dividend income

ii 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 SIPC Net Operating Revenues

2e General Assessment .0025

DETERMINATION OF SIPC NEt OPERATING REVENUES
AND GENERAL ASSESSMENT

Amounts for the fiscal period

beginning 1/1/2012

and ending 12/31/2012

Eliminate cents

$____________

703Lt0

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 investmenl

advisory services rendered to registered investment companies or insurance company separate

accounts and from transactions in security futures products

Revenues from commodity transactions

Commissions floor brokerage and clearance paid to other SIPC members in connection with

securities transactions

Reimbursements for postage in connection with proxy sohcitation

Net gain from securities in investment accounts

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 less

from issuance date

Direct expenses of printing advertising and legal fees incurred in connection with other revenue

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

Other revenue not related either directly or indirectly to the securities business

See Instruction

Deductions in excess of $100000 require documentation

s_

57
tft3i30

3itC
to page line 2.A


