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Report of Independent Auditors

To the Board of Directors and Stockholders
Securities Service Network, Inc.

We have audited the accompanying consolidated statement of financial condition of Securities
Service Network, Inc. and subsidiaries as of December 31, 2013, and the related notes.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility 1s to express an opinion on this consolidated 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 consolidated financial statement is free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the consolidated financial statements. The procedures selected depend on the
auditor’s judgment, including the assessment of the risks of material misstatement of the
consolidated financial statement, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation and fair presentation of
the consolidated 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
entity’s 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
consolidated financial statement.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.
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To the Board of Directors and Stockholders
Securities Service Network, Inc.

Opinion
In our opinion the consolidated statement of financial condition referred to above present fairly,
in all material respects, the financial position of Securities Service Network, Inc. and subsidiaries

as of December 31, 2013 in accordance with accounting principles generally accepted in the
United States of America.

Coalter & Quotus, P. L.

Knoxville, Tennessee
February 24, 2014



Securities Service Network, Inc.
Consolidated Statement of Financial Condition

December 31, 2013

Assets

Cash and cash equivalents

Deposits with clearing organizations

Receivable from clearing organizations

Receivable from independent registered agents

Securities owned, at fair value

Prepaid expenses and other assets

State income taxes receivable, including deferred taxes
of $93,400

Total assets

Liabilities and stockholders’ equity
Liabilities:
Payable to clearing organizations
Payable to independent registered agents
Accrued compensation
Accounts payable and other accrued expenses

Stockholders’ equity:

Common stock, no par value, authorized 2,000 shares:

issued and outstanding 1,000 shares
Retained earnings

Total liabilities and stockholders’ equity

$ 9,724,709
180,020
2,497,433
151,900
1,699,204
158,913

136,724

$ 14,548,903

$ 84,794
2,828,166
1,443,945
1,480,028

5,836,933

6,000
8,705,970

8,711,970

$ 14,548,903

The accompanying notes are an integral part of these Consolidated Financial Statements.



Securities Service Network, Inc.
Notes to Consolidated Financial Statements
December 31, 2013

1. Description of Business

Securities Service Network, Inc. is a broker-dealer registered with the Securities and Exchange
Commission (SEC) and is a member of the Financial Industry Regulatory Authority (FINRA).

The principal business activities of Securities Service Network, Inc. and its wholly owned
subsidiaries (collectively, the Company) are to provide support to its affiliated independent
registered representatives through clearing general securities transactions and by providing
research support, risk management, and educational opportunities. The Company’s success is
largely dependent upon the securities market and retaining its representatives.

2. Significant Accounting Policies
Principles of Consolidation

The consolidated financial statements include the accounts of Securities Service Network, Inc.
and its wholly owned subsidiaries SSN Agency, Inc., a New York state company, SSN Agency
of Texas, Inc., a Texas state company, Network Agency of Alabama, Inc., an Alabama state
company, Network Agency of Ohio, Inc., an Ohio state company, Network Agency and SSN
Advisory, Inc., Tennessee state companies and Fort Loudon Insurance Company, LTD, which is
domiciled in the British Virgin Islands. All material intercompany balances and transactions are
eliminated in consolidation.

Cash Equivalents

The Company considers deposits that can be redeemed on demand and investments that have
original maturities of less than three months, when purchased, to be cash equivalents.

Allowance for Doubtful Accounts

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. The risk of
default depends on the creditworthiness of the counterparty or issuer of the security. The
Company evaluates each counterparty's financial condition and creditworthiness before making a
decision to conduct business with that counterparty and on an on-going periodic basis.

The Company also grants credit to its representatives, substantially all of whom are independent
registered representatives that are geographically dispersed across the country.

The Company uses the allowance method to account for uncollectible accounts receivable, and
as of December 31, 2013, there were no accounts which management determined to be
uncollectible.



Securities Service Network, Inc.

Notes to Consolidated Financial Statements (continued)

2. Significant Accounting Policies (continued)
Securities Owned

Securities owned are comprised of mutual funds, all of which are classified by management as
trading securities as they are bought and held principally for the purpose of selling them in the
near term. These securities are reported at fair value based on the quoted market prices of the
securities with net realized and unrealized gains and losses included in earnings.

Fair Value

Current accounting guidance establishes a fair value hierarchy that prioritizes the inputs to
valuation techniques used to measure fair value. The hierarchy gives the highest priority to
unadjusted quoted prices in active markets for identical assets or liabilities (Level 1
measurements) and the lowest priority to unobservable inputs (Level 3 measurements). The three
levels of the fair value hierarchy are as follows:

Level 1 measurements—Unadjusted quoted prices in active markets that are
accessible at the measurement date for identical, unrestricted assets or
Liabilities.

Level 2 measurements—Quoted prices in markets that are not active or
financial instruments for which all significant inputs are observable, either
directly or indirectly.

Level 3 measurements—Prices or valuations that require inputs that are both
significant to the fair value measurement and unobservable.

A financial instrument’s level within the fair value hierarchy is based on the lowest level of any
input that is significant to the fair value measurement.

See Note 3 Securities Owned, for more information on the fair value of financial assets and
liabilities.



Securities Service Network, Inc.

Notes to Consolidated Financial Statements (continued)

2. Significant Accounting Policies (continued)
Income Taxes

The stockholders of the Company have elected S corporation status under the Internal Revenue
Code. The stockholders are taxed on their proportionate share of the Company’s taxable income.
Therefore, no provision or liability for federal income taxes has been included in these
consolidated financial statements. Certain specific deductions and credits flow through the
Company to its stockholders. The State of Tennessee and other states do not provide for a similar
election, therefore, the Company is responsible for all franchise and excise taxes and a provision
and related liability have been included in the consolidated financial statements.

With few exceptions, the Company is no longer subject to federal or state income tax
examinations by tax authorities for years before 2011. Interest or penalties, if any, incurred
related to taxes are reported in operating expenses.

Deferred income taxes reflect the net tax effects of temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used for
income tax purposes. Significant differences for the Company primarily relate to accrued
compensation.

Concentration in Credit Risk for Cash and Accounts Receivable

The Company maintains its cash in bank deposit accounts and brokerage accounts that, at times,
may exceed federally insured limits. Accounts are guaranteed by the Federal Deposit Insurance
Corporation (FDIC) and Securities Investor Protection Corporation (SIPC) up to certain limits.
As of December 31, 2013, the Company had approximately $8,300,000 in cash and cash
equivalents in excess of FDIC and SIPC insured limits. The Company has not experienced any
losses in such accounts.

Two clearing houses accounted for substantially all of the Company’s accounts receivable as of
December 31, 2013.

Estimates

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



Securities Service Network, Inc.

Notes to Consolidated Financial Statements (continued)

2. Significant Accounting Policies (continued)
Subsequent Events

Management has evaluated subsequent events through February 24, 2014, the date the financial
statement were available for issuance.

3. Securities Owned
Securities owned at December 31, 2013 consist of mutual fund equities with a fair value of

$1,699,204 and cost of $1,679,109. The following are the Company’s trading securities, within
the fair value hierarchy, as of December 31, 2013:

Level 1 Level 2 Level 3 Total
Government Bond Index Funds $ 764,584 $ - $ - $ 764,584
Corporate Bond Index Funds 834,822 - - 834,822
Other Mutual Funds 99,798 — - 99,798
$1,699,204 $ — $ -  $1,699,204

4. Management Incentive Plans

The Company has two non-qualified incentive plans for key employees to compensate those
employees for the future long-term growth of the Company.

Stock Appreciation Right Plan (SARP)

Participants in the SARP are awarded units that represent a hypothetical number of shares of
Company stock corresponding in value to one percent of the outstanding shares of Company
stock. The value of the Company stock is determined by a committee as appointed by the
Company’s board of directors.

Benefits under this plan become payable to its participants upon the occurrence of certain events
as defined in the agreement. As of December 31, 2013 all participants in the SARP were fully
vested in the plan and a liability is recorded in accrued compensation on the accompanying
consolidated statement of financial condition. If obligations to an individual participant exceed
$100,000, the Company may, at its option, liquidate the obligation over a five year period in
equal installments following the triggering event.

Supplemental Executive Compensation Plan (SECP)

Participants in the SECP are awarded units at a fixed value with a combined value of $808,000.
Benefits under this plan become payable to its participants upon the occurrence of certain events
as defined in the agreement. As of December 31, 2013, a liability is recorded in accrued
compensation associated with the SECP.



Securities Service Network, Inc.

Notes to Consolidated Financial Statements (continued)

5. Defined Contribution Plan

Certain employees are covered by a defined contribution plan sponsored by the Company. The
Company’s contributions to the plan include a safe harbor match of 4% and a discretionary
contribution as determined by the Board of Directors.

6. Related Party Office Lease

The Company has an operating lease for office facilities with an entity controlled by the
Company’s stockholders and directors which expires on March 31, 2015. As of
December 31, 2013, future minimum rental payments under the operating lease amounted to the
following:

2014 $262,500
2015 65,625
$328,125

7. Related Party Transactions

The Company engages in various transactions with its stockholders, board of directors and other
business entities controlled by its stockholders and members of its board of directors. Advances
to related parties were approximately $62,330 as of December 31, 2013.

8. Contingencies

In the ordinary course of business, the Company has been named as a defendant in legal and
regulatory proceedings. The Company estimates potential losses that may arise out of these
proceedings and recognizes liabilities for such contingencies to the extent that such losses are
probable and the amount of the loss can be reasonably estimated. Information regarding potential
losses is accumulated over time and the estimates of the liability are revised accordingly, with
the change recognized in the period revisions are made. While the Company believes its
estimates for potential losses are reasonable, it is at least reasonably possible that a change in the
estimate will occur in the near future.

9. Net Capital Requirements

The Company is subject to the SEC Uniform Net Capital Rule, (Rule 15¢3-1), which requires the
maintenance of minimum net capital and requires that the ratio of aggregate indebtedness to net
capital, both as defined, shall not exceed 15 to 1 (and the rule of the “applicable” exchange also
provides equity capital may not be withdrawn or cash dividends paid if the resulting net capital
ratio would exceed 10 to 1). At December 31, 2013, the Company had net capital of $5,210,490,
which was $4,843,627 in excess of its required capital of $366,863. The Company’s net capital
ratio was 1.06 to 1.



Securities Service Network, Inc.

Notes to Consolidated Financial Statements (continued)

10. Consolidated Subsidiaries

The following is a summary of certain financial information of the Company’s consolidated
subsidiaries:

Total
Stockholder’s
Total Assets Equity (Deficit)
SSN Advisory, Inc. $ 2,746 $ 4,658
SSN Agency, Inc. 4,829 1,863
SSN Agency of Texas, Inc. 1,177 3,000
Network Agency 5,920 (23,630)
Network Agency of Alabama, Inc. 300 (214)
Network Agency of Ohio, Inc. 3,803 1,116
Fort Loudon Insurance Company, Ltd. 3,061,907 1,350,185
Total $ 3,080,682 $1,336,978

Subsidiaries are excluded from the computation of the Company’s net capital.



