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Michael Ning (602) 971-9000

(Area Code — Telephone Number)

B. ACCOUNTANT IDENTIFICATION
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OATH OR AFFIRMATION

I Michael Ning , swear (or affirm) that, to the best of my

k,nowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Arque Capital, Ltd ,as of
December 3] , 20 13 , are true and correct. | further swear (or affirm) that neither the

company nor any partner, proprietor, principal officer or director has any proprietary interest in any account classified solely as that of
a customer, except as follows:

NONE

4%7 ? Michael Ning

/ lI'\éignatlh'é
Preswait.ceo
Title

(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

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

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

(g) Computation of Net Capital.

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

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

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

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

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

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

U ONNNONEREE

0N

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



California All-Purpose Acknowledgement

State of California }

County of _Los Angeles

On Péfba,umw’i 2% 2o L‘{ before me, __Cindy Lou Hogan ,a Notary Public

personally appeared \ \,\ et Mo a

CINDY LOU HOGAN

2 My Comm. Exp. August 22, 2016 [

Cormm. No. 1988269
NOTARY PUBLIC - CALIFORNIA
LOS ANGELES COUNTY

1 L-GNO P

who proved to me on the basis of satisfactory evidence
to be the person(®) whose name(s) is/are subscribed to
the within instrument and acknowledged to me that he/
shefthey executed the same in his/heskthei—authorized
capacity(ies), and that by his/kerftheir signature(s) on
the instrument the person(#), or the entity upon behalf
of which the person(s) acted, executed the instrument.

I certify under PENALTY OF PERJURY under the laws
of the State of California that the foregoing paragraph

is true and correct.

Notary Public Seal

Description of Attached Document

Title or Type of Document:

Document Date:

OPTIONAL

Anpinae BwdTLd LEPOAT

Number of Pages: ’Z——

Signer(s) Other than Named Above: Ao n/EE

Capacity(ies) Claimed by Signer(s)

Thumbprint of Signer 1

0 Individual

& Corporate Officer: _ CEo

[d Partner - O Limited 0 General
IJ Attorney-in-Fact

[ Trustee

I3 Guardian or Conservator

[ Other:

Signer js Representing:
UoEEL £

O Individual
Thumbprint of Signer 2 Ff}

U Partner - 1 Limited 1) General
(3 Attorney-in-Fact

O Trustee

{1 Guardian or Conservator

3 Other:

Signer is Representing:
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BRIAN W. ANSON

Certified Public Accountant
18425 Burbank Blvd., Suite 606, Tarzana, CA 91356 ¢ Tel. (818) 401-8800 - Fax (818) 401-8818

INDEPENDENT AUDITOR’S REPORT

Board of Directors
Arque Capital, Ltd
Scottsdale, Arizona

Report on the Financial Statements

I have audited the accompanying statement of financial condition of Arque Capital, Ltd as of December 31, 2013 and the related statements
of income, changes in shareholders’ equity, and cash flows for the year then ended that you are filing pursuant to Rule 17a-5 under the
Securities Exchange Act of 1934, and the related notes to 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

My responsibility is to express an opinion on these financial statements based on my audit. I conducted my audit in accordance with auditing
standards generally accepted in the United States of America.. Those standards require that I plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement, An andit 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 Company’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 Company’s internal control. ' Accordingly, I 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. 1 believe that the audit evidence 1 have obtained is sufficient and appropriate
to provide a basis for my opinion. :

Opinion

In my opinion, the financial statements referred to above present fairly, in all material respects, the financial position of Arque Capital, Ltd
as of December 31, 2013 and the results of its operations and cash flows for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Other matter

My audit was conducted for the purpose of forming an opinion on the financial statements taken as a whole. The information contained on
Schedules I-IV is presented for purposes of additional analysis and is not a required part of the basic financial statements, but is
supplementary information required by Rule 17a-5 under the Securities and 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 these financial
statements. The information in Schedules I-IV has been subjected to the auditing procedures applied in the audit of the financial statements
and certain additional procedures, including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the financial statements or to the financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In my opinion, the information in Schedules I-IV is fairly stated in all
material respects in relation to the financial statements as a whole.

This opinion is intended solely for the information and use of the board of directors, the Securities and Exchange Commission, and other
regulatory agencies which 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.

Brian W. Anson

Certified Public Accountant
Tarzana, California
February 28, 2014



ARQUE CAPITAL, LTD

Statement of Financial Condition
December 31, 2013

ASSETS

Cash

Accounts receivable

Deposit with clearing broker

Due from clearing firm

Securities

Office equipment, net of
accumulated depreciation of $50,014
Other assets

Total assets

LIABILITIES AND STOCKHOLDERS' EQUITY
Liabilites

Accounts payable and accrued expenses
Commissions payable

Total liabilities

Capital stock

Additional paid in capital
Retained earnings

Total stockholders' equity

Total liabilities and stockholders' equity

The accompanying notes are an integral part of these financial statements

$ 1,332,368
122,724
50,000
19,467

836

51,269

860,432

$ 2,437,096

$ 80,767

1,282,951

1,363,718

532,205
490,746
50,427

1,073,378

$ 2,437,096



ARQUE CAPITAL, LTD

Statement of Income
For the year ended December 31, 2013

REVENUES:

Commission income
Interest income
Total revenues

EXPENSES:

Commissions
Clearing expenses
Occupancy
Professional fees
Regulatory expense
Salaries and wages
Taxes
Other expenses

Total expenses

NET INCOME

The accompanying notes are an integral part of these financial statements

$ 7,342,818
17,757

7,360,575

4,555,549
263,253
257,050
168,088

80,726
849,294
69,055
951,574

7,194,589

$ 165,986



ARQUE CAPITAL, LTD.

Statement of Changes in Stockholders’ Equity
For the year ended December 31, 2013

Total
Capital Additional Retained Stockholders'
Stock  Paid-in-capital  Earnings Equity
Balance January 1, 2013 $ 532205 $§ 489,896 $ (115,559) $ 906,542
Capital contributed . 850 850
Net income 165,986 165,986
Balance December 31,2013  § 532,205 § 490,746 $ 50,427 $ 1,073,378

The accompanying notes are an integral part of these financial statements



ARQUE CAPITAL,LTD

Statement of Cash Flows
For the year ended December 31, 2013

CASH FLOWS FROM OPERATING ACTIVITIES

Net income

Adjustments to reconcile net income to net cash
provided by operating activities:

Depreciation

(Increase) decrease in:
Accounts receivable
Due from clearing firm

Securities
Other assets

Increase (decrease) in:
Accounts payable and accrued expenses
Commissions payable
Due to clearing firm
Total adjustments

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:

Purchase of office equipment
Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:

Capital contributed
Net cash provided by financing activities

Increase in cash

Cash - beginning of year

Cash - end of year

Supplemental cash flow disclosures

Interest

Income taxes

The accompanying notes are an integral part of these financial statements

$ 165,986

19,696

830,000
(19,467)

7,231
(819,347)

(9,857)
1,095,962

(644)
1,103,574

1,269,560

(2,940)

(2,940)

850
850

1,266,620
65,748

$ 1,332,368

800



ARQUE CAPITAL, LTD

Notes to Financial Statements
December 31, 2013

Note 1: GENERAL AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

General

Arque Capital, Ltd (the “Company”) is a corporation that was formed on November 18, 2005 under the laws of
the State of California and received its independent broker dealer registration. The Company is currently
registered in all fifty (50) states plus Washington, DC and Puerto Rico, as well as with the Financial Industry
Regulatory Authority (FINRA), and Securities and Exchange Commission (SEC).

The Company conducts business as an introducing broker dealer. The Company deals on an agency basis in the
trading of equities, municipal bonds, mutual funds, life insurance products, other fixed income instruments,
options, variable annuities, and partnerships. Trades are cleared on a fully disclosed basis through a clearing
agreement with National Financial Services, Inc.

FASB ASC 820 defines fair value, establishes a framework for measuring fair value, and establishes a fair value
hierarchy which prioritized the inputs to valuation techniques. Fair value is the price that would be received to
sell an asset or paid to transfer a liability in an orderly transaction between market participants at the
measurement date. A fair value measurement assumes that the transaction to sell the asset or liability or, in the
absence of a principal market, the most advantageous market for the asset or liability. Valuation techniques that
are consistent with the market, income or cost approach, as specified by FASB ASC 820 are used to measure
fair value.

The fair value hierarchy prioritizes the inputs to valuation techniques used to measure fair value into three broad
levels:

Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities the
Company has the ability to access.

Level 2 inputs are inputs (other than quoted prices included within Level 1) that are observable for the
asset or liability, either directly or indirectly.

Level 3 are unobservable inputs for the asset or liability and rely on management’s own assumptions about the
assumptions that 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
Company’s own data.)

Summary of significant accounting policies:

Cash equivalents include highly liquid investments purchased with an original maturity of three months or less.
The Company maintains its cash in bank deposit accounts which at times, may exceed uninsured linits. The
Company has not experienced any losses in such accounts.

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosures of contingent assets and liabilities at the date of the financial statements. Actual results could differ
from those estimates.

7



ARQUE CAPITAL, LTD

Notes to Financial Statements
December 31, 2013

Note : GENERAL AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Management has reviewed subsequent events through February 28, 2014.

The Company is subject to audit by the taxing agencies for years ending December 31, 2010, 2011 and 2012.

Comprehensive income:

The Company adopted SFAS No. 130, “Reporting Comprehensive Income,” which requires that an enterprise
report, by major components and as a single total, the changes in equity. There were no other comprehensive
income items for the year ended December 31, 2013, The Company did not have any adjustments that would
have made comprehensive income different from net income.

Concentrations of credit risk:

The Company is engaged in various trading and brokerage activities in which counterparties primarily include
broker-dealers, banks, and other financial institutions. In the event counterparties do not fulfill their
obligations, the Company may be exposed to risk.

Leases:

The Company committed to an office lease in Scottsdale Arizona in May, 2010 for a period of sixty-five
months.
Future minimum lease payments are as follows:

Year Amount
2014 158,911
2015 137,174

The Company committed to an office lease in Los Angeles, California in July, 2012 for a period of forty-cight
months. -
Future minimum lease payments are as follows:

Year Amount
2014 65,964
2015 65,964

2016 32,982



ARQUE CAPITAL, LTD

Notes fo Financial Statements
December 31, 2013

Note 1: GENERAL AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

The Company committed to an office lease in Tehachapi, California in July, 2013 for a period of twelve
months. o
Future minimum lease payments are as follows:

Ycar Amount
2014 3,600

Note 2: NET CAPITAL REQUIREMENTS

The Company is subject to the uniform net capital rule (Rule 15¢3-1) of the Securities and Exchange
Commission, which requires both the maintenance of minimum net capital and the maintenance of a maximum
ratio of aggregate indebtedness to net capital. Net capital and aggregate indebtedness change day by day, but by
December 31, 2013 the Company’s net capital of $139,008 exceeded the minimum net capital requirement by
$90,915; and the Company’s ratio of aggregate indebtedness $1,363,718 to net capital was 9.81 to 1, which is
less than the 15:1 ceiling for a broker dealer.



ARQUE CAPITAL, LTD

Statement of Net Capital
Schedule I

For the year ended December 31, 2013

Stockholders' equity, December 31, 2013
Subtract - Non allowable assets:
Accounts receivable
Office equipment
Other assets
Tentative net capital
Haircuts:
NET CAPITAL
Minimum net capital
Excess net capital

Aggregate indebtedness

Ratio of aggregate indebtedness to net capital

The differences were caused by
additional accruals at December 31, 2013.

Focus 1231/13  Audit 1231/13  Change
$ 1,122,096 $ 1073378 48718
49,166 49,166 0

67,919 51269 16,650
756,117 833935  (77,818)
248,894 139,008 109,886
0 0 0
248,894 139008 109,88
90,915 90,915 0
$157,979 $48093 109,386
1253832 1,363,718 109,886

5.04 981

The accompanying notes are an integral part of these financial statements
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ARQUE CAPITAL, LTD

December 31, 2013

Schedule I
Determination of Reserve Requirements
Under Rule 15¢3-3 of the Securities and Exchange Commission

The Company is exempt from the Reserve Requirement of computation
according to the provision of Rule 15¢3-3 (k)2Xii).

Schedule IIT
Information Relating to Possession or Control
Requirements Under Rule 15¢3-3

The Compeny is exempt from the Rule 15¢3-3 as it relates to Possession and Control
requirements under the (k)(2)(ii) exemptive provision.

The accompanying notes are an integral part of these financial statements

11



SECURITIES INVESTOR PROTECTION CORPORATION
P.0. Box 92185 %azsl;i;‘g_tgé\doq.c. 20090-2185

General Assessment Reconciliation

For the fiscal year ended 12/31/2013
(Read carelully the instructions in your Working Copy before completing this Form)

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

1. Name of Member, addAress, Designated Examining Authority, 1934 Act registration no. and month in which fiscal year ends for
purposes of the audit requirement of SEC Rule 17a-5:

/ SIPC-7

{33-REV 7/10)

I 065300 Note: If any of the information shown on the
FINRA  DEG mailing label requires correction, please ¢-m
ARQUE CAPITALLTD 17*17 :
WY any corrections to form@slpc.org and so
7501 E MCCORMICK P STE 411N : indicate on the torm flied.
SCOTTSDALE AZ 85258-6406

Name and telephone number of person to
contact respecting this form.

L |

Lot B

v
Less payment maje with SIPC-6 filed (exclude interest) ( l IJ l { ?‘

0725 /20!3
Date Paid
Less prior overpayment applied

2. A. General Assessment (item 28 from page 2) $

@

N

.

Assessment balance due or (overbayment) 3 3

m o o

Interest computed on late payment (see instruction E) for______days at 20% per annum g

S 3/

Total assessment balance and interest due (or overpayment carried forward) $

G. PAID WITH THIS FORM:
Check enclosed, payable to SIPC 5’3 /
Total (must be same as F above) $

H. Overpayment carried forward $( /@, )

.

-

3. Subsidiaries (S) and predecessors (P) 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 ﬁ&&u:é CA,P}TﬁL_ ) Lo TD

thadl all in;urmation conlained herein Is true, correct T T e
and complete. Z ‘//}l%_—_n

— R - / {Aulnorized Signature) —
Dated the H day of ‘FK@R“ ﬁﬁ"( 20 [l{ ) WE mc—_m)gﬂ,'f /B:/”WC'

(T1vé)

This form and the assessment payment is due 60 days after the end of the fiscal year. Retain the Working Copy of this for
for a period of not less than 6 years, the latest 2 years in an easily accessible place.

fs Dates:

= Postmarked Received Reviewed

Lt

E Calouviations Documentation _________ Forward Copy — .
Lu .

¢ Exceptions:

Q.

o5 Disposition of exceptions:



DETERMINATION OF “SIPC NET OPERATING REVENUES”
AND GENERAL ASSESSMENT . .
Amounts for the fiscal period
beginning 1/1/2013
and ending 12/31/2013

e cent

=
o
(13
w

tem No. Elit)

~R
N
S

¢ 7

2a. Total revenus (FOCUS Line 12/Pant 1IA Line 8, Code 4030) $ JI

2b. Additions:

{1) Total revenues_from the securities business of subsidlaries (except foreign subsidiaries) and
predecessors fot included above.

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

{3) Net loss from principal transactions in commodities in trading accounts.

(4) Interest and dividend expense deducted In determining item 2a.

(5) Net loss from management of or participation in the underwriting or distribution of securities,

(6) Expenses other than advertising, printing, registration fees and legal fees deducted in determining net
profit fram management of or participation in underwriting or distribution of securities.

(7) Net loss from securities in investment accounts.

SR NSRRR -

. Total additions

2c. Deductions:
{1) Revenues trom the distribution of shares of a registered open end investment company or unit
investment trust, from the sale of variable annulties, from the business of insurancs, from investment

advisory services rendered to registered investment companies or insurance company separate } gé; q L/ ;
accounts, and from transactions in security futures products. ] ,l

{2) Revenues from commodity transactions. QI

{3) Commissions, floor brokerage and clearance paid lo other SIPC members in conneclion with
securilies transactions. . Zf/ Zlq/ ‘gq/

4
{4) Reimbursements for postage in connection with proxy solicitation.

{5} Net gain from securities in investment accounts.

(6) 100% of commissions and markups earned from transactions in (i) certificates of deposit and
() Treasury bills, bankers acceptances or commercial paper that mature nine months or loss
from issuance date,

(7) Direct expenses of printing advertising and legal fees incurred in connection with other revenve
related to the securities business (revenue defined by Section 16{9){L) of the Act).

(8) Other revenue not related either directly or indirectly to the securities business,
{See Instruction C):

N N NINN

{Deductions in excess of $100,000 require documentation)

{3) (1) Total interest and dividend expense (FOCUS Line 22/PART 1A Line 13,
Code 4075 plus fine 2b(4) above) but not in excess

of total interest and dividend income. ° $ ,
(ii) 40% of margin interest earned on customers securities /é/
accounts (40% of FOCUS line 5, Code 3960). $

Enter the greater of line (i) or (il) ,@/

Total deductions @1@8% ?’&‘f

4 V4
. SIPG Net Operating Revenues $ 6."7‘? / &&3
. General Assessment @ .0025 ) $ ’/ 6 (/ v&

{to page 1, line 2.A)




BRIAN W. ANSON

Certified Public Accountant
18425 Burbank Blvd., Suite 606, Tarzana, CA 91356 - Tel. (818) 401-8800 - Fax (818) 401-8818

Independent Accountant’s Report on Applying Agreed — Upon Procedures Related to an Entity’s
SIPC Assessment Reconciliation.

Board of Directors
Arque Capital, Ltd,
Scottsdale, Arizona

In accordance with Rule 17a-5 (e)(4) under the Securities Exchange Act of 1934, I have performed the
procedures enumerated below with respect to the accompanying Scheduled of Assessment and Payments
[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 Arque Capital, Ltd. and the Securities and
Exchange Commission, Financial Industry Regulatory Authority, Inc., and SIPC, solely to assist you and the
other specified parties in evaluating Arque Capital, Ltd.’s compliance with the applicable instructions of the
General Assessment Reconciliation (Form SIPC-7). Arque Capital, Ltd.’s management is responsible for
Arque Capital, Ltd.’s compliance with those requirements. This agreed-upon procedures engagement was
conducted in accordance with attestation standards established by the American Institute of Certified Public
Accountants. The sufficiency of these procedures is solely the responsibility of those parties specified in this
report. Consequently, I 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 I
performed and my findings are as follows:

1. Compared the listed assessment payment in Form SIPC-7 with respective cash disbursement records
entries from the cash disbursements journal and related bank statements and reconciliations, noting no
differences;

2. Compared the amounts reported on the audited Form X-17a-5 for the year ended December 31, 2013, as
applicable with the amounts reported in Form SIPC-7 for the year ended December 31, 2013 noting no
differences;

3. Compared any adjustments reported in Form SIPC-7 with supporting schedules and working papers, such
as clearing firms records supporting securities revenues, noting no differences;

4. Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the related schedules
and working papers, such as revenues from third party support and bank records supporting the adjustments,
noting no differences.

I was not engaged to, and did not conduct an examination, the objective of which would be the expression of
an opinion on compliance. Accordingly, I do not express such an opinion. Had I performed additional
procedures, other matters might have come to my 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.

Brian W. Anson
Certified Public Accountant
Tarzana, California
February 28, 2014
14



BRIAN W. ANSON
Certified Public Accountant
18425 Burbank Blvd., Suite 606, Tarzana, CA 91356 * Tel. (818) 401-8800 * Fax (818) 401-8818

REPORT OF INDEPENDENT REGISTERED
PUBLIC ACCOUNTANT ON

INTERNAL CONTROL STRUCTURE
REQUIRED BY SEC RULE 17A-5

Board of Directors,
Arque Capital, Ltd.
Scottsdale, Arizona

In planning and performing my audit of the financial statements of Arque Capital, Ltd for the
year ended December 31, 2013 in accordance with auditing standards generally accepted in the
United States of America, I considered its internal control structure, for the purpose for
safeguarding securities, in order to determine our auditing procedures for the purpose of
expressing my opinion on the financial statements and not to provide assurance on the internal
control structure. Accordingly, I do not express an opinion effectiveness of the Company’s
internal control. :

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission, I have made
a study of the practices and procedures including tests of such practices and procedures followed
by Arque Capital, Ltd including test of compliance with such practices and procedures that I
considered relevant to objectives stated in Rule 17a-5(g)(1) 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, I did not review the practices and procedures followed by the Company in
any of the following: (i) in making the quarterly securities examinations, counts, verifications
and comparisons, (ii) recordation of differences required by Rule 17a-13, or (iii) in complying
with the requirements for prompt payment for securities of Section 8 of Regulation T of the
Board of Governors of the Federal Reserve System.

The management of the Company is responsible for establishing and maintaining internal control
structure and the practice 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 internal control structure policies and procedures and of the
practices and procedures referred to in the proceeding paragraph and to assess whether those
practices and procedures can be expected to achieve the Commission’s above mentioned
objectives. Two of the objectives of an internal control structure 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 preparation of financial statements in conformity with generally
accepted accounting principles. Rule 17-5(g) lists additional objectives of the practices and
procedures listed in the preceding paragraph.
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Because of inherent limitations in any internal control structure or the practices and procedures
referred to above, errors or itregularities may occur and not be detected. Also, projection of any
evaluation of them to future periods is subject to the risk they may become inadéquate because of
changes in conditions or that the effectiveness of their design and operation may deteriorate.

My consideration of the internal control structure would not necessarily disclose all matters in
the internal control that might be material weaknesses under standards established by the
American Institute of Certified Public Accountants and the Public Company Accounting
Oversight Board (United States). A material weakness is a condition in which the design or
operation of the specific internal control components does not reduce to a relatively low level the
risk that 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, I noted no matters involving the internal
control structure, including control activities for safeguarding securities, which I consider to be
material weaknesses as defined above,

In addition, my consideration of the internal control structure indicated that the Company was in
compliance with the conditions of the exemption under Paragraph (k) (2) (ii) of Rule 15¢3-3, and
no facts came to my attention indicating that such conditions had not been complied with during
the period. The scope of my engagement did not include the Anti Money Laundering provision
of the U.S. Patriot Act.

I understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the Commission to be adequate for its purpose
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 my study, I believe
that the Company's practices and procedures were adequate at December 31, 2013 to meet the
Commission's objectives.

This report is intended solely for the information and use of the board of directors, the Securities
and Exchange Commissjon, and other regulatory agencies which 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.

Brian W. Anson

Certified Public Accountant
Tarzana, California
February 28, 2014

16



