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OATH OR APPIBMATION

Elie Cienadry swear or affirm that to the best of my

knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Montecito Advisors Inc as

of December 31 .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 customer exceptas follows

NONE

Elie Genadry

iature
ChairnianofiheBoard

_______________
Title

This report contains check all applicable boxes

Page

IHI Statement of Financial Condition

IXI Statement of Income Loss

NI Statement of Changes in Financial Condilion

Ni Statement of Changes in Stotkholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditrs

II Computation of Net Capital

NI Computation for Determination of Resene Requirements Pursuant to Rule 15c3-3

JEI Information Relating to the Possession or Control Requirements Under Rule 5c3-3

DQ Reconóiliation including appropriate explanation of the Computation of Net Capital Under Ruli l5c3-l and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

NI An Oath or Affirmation

IS copy of the SIPC Suplemental Report

report describing any material inadequacies found to exist or found to have existedlince the date of the previous audit

tFop conditions of confidential titatment of certain portions of thisfiling sEe sction 240.1 7a-5
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State of California
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personally appeared
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Sere

who proved to me on thq basis of satipfaory

evidence to be the person whose naniqW/are
subscribed to thyithin instrument and acknowledged

me that Mhe/they executed the same in

thJer/their authorized capacityi9e and that by

Jfer/their signaturej on tl1 instrument the

person$ or the entIty upon behalf of which the

personacted executed the instrument

certify under PENALTY OF PERJURY under the

_____________________________
laws of the State of California that the foregoing

paragraph is true and correct

WITNESS my and off

Signature
ereo4tL

Though the Information below Is not required by law it may pro valuable persons relying on the document

and could prevent fraudulent removal and reattachme in to another document

Document Date __________________________________________ Number of Pages

Signers Other Than Named Above _________________________________________
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Signers Name _____________________________ Signers Name _______________

Corporate Officer Titles ________________ Corporate Officer Titles

lndMdual IndIvidual

Partner Umited General Umited General

Attorney In Fact Attorney in Fact

Trustee Trustee

Guardian or Conservator Guardian or Conservator

Other _________________________________ Other ______________

Signer is Representing Signer is Representing

SA1MA BARI

Commission 19O82O

Notary Public California

Los Angeles County
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BRIAN ANSON
Cert4fied Public Accountani

18425 Burbank Blvd Suite 606 Tarzana CA 91356 Tel 818 401-8800 Fax 818401-8818

iNDEPENDENT AUDITORS REPORT

Board of Directors

Moutecito Advisors Inc

Santa Barbara California

Report on the FInancial Statements

have audited the accompanying statement of financial condition of Montecito Advisors Inc 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 fling pursuant to Rule 17a-5 under

the Securities Exchange Act of 1934 and the related notes to 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

Auditors 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 of 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 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 believe that the audit evidence have obtained is sufficient and appropriate

to provide basis for my opinion

Opinion

In my opinion the financial statements referred to above present fairly in all material respects the financial position of Montecito Advisors

Inc 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 whole The information contained on

Schedules I-IV is presented for purposes of additional analysis and is not required part of the basic financial statements but is

supplementary information required by Rule l7a-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-N 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 fmancial statements or to the fmancial 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 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 7a-5g under the Securities Exchange Act of 1934 in their regulation of registered brokers and

dealersis

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

Bri Anson

Certified Public Accountant

Tarzana California

February 242014



MONTECITO ADVISORS INC

Statement of Financial Condition

December 31 2013

ASSETS

Cash and cash equivalents 12263
Receivables

373008
Property and equipment

net of accumulated depreciation of 68004
Other assets 39507

Total assets 424778

LIABILITIES AND STOCKHOLDERS EQUITY

LIABILiTIES

Accounts payable and accmed expenses 100309
Due to clearing 83498

Total liabilities 183807

STOCKHOLDERS EQUITY

Common stock $1 par value 1000000 shares

and 10000 shares authorized respective1

100 and 80 shares issued and outstanding respectively 100

Additional paid-in-capital 1027900
Retained deficit 787029

Total shareholders equity 240971

Total liabilities and stockholders equity 424778

The accompanying notes are an integral part of these financial statements



MONTECITO ADVISORS INC

Statement of Income

For the year ended December 31 2013

REVENUES

Commissions 530597

Options 12523

Ticket charges 2158787
Gain on securities 2937

Total incon 2704844

EXPENSES

Coirespondent broker clearing charges 13 12982

Tmvel and entertaintrent 39650

Employee ccMnpensation and benefits 858974
Professional fees 193470

Occupancy 95876

Office expense 35535

Jnsuiunce 54191
Other

expenses 421729

Total expenses 3012407

NET LOSS BEFORE INCOME TAXES 307563

INCOME TAX PROVISION Note

Income tax expse 800

NET LOSS 308363

The accompanying notes are an integral part of these financial statements



MONTECITO ADVISORS INC

Statement of Stockholders Equity

For the year ended December 31 2013

Additional Total

Common Paid-Tn Retained Stockholders

Stock Capital Deficit Equity

Beginning balance January 2013 100 499900 478666 21334

Capital contributed 528000 528000

Net loss 308363 308363

Ending balance December31 2013 100 1027900 787029 240971

The accompanying notes are an integral part of these financial statements



MONTECITO ADVISORS iNC

Statement of Cash Flows

For the year ended December 31 2013

CASH FLOWS FROM OPERATING ACTIVITIES

Net loss 308363
Adjustments to reconcile net loss to net cash

used in operating activities

Increase decrease in

Receivables 74066

Other assets 15049

Increase decrease in

Accounts payable and acemed expenses 23220

Due to clearing 28927

Subordinated borrowings 350000
Total adjustments 208738

Net cash used in operating activities 517101

CASH FLOWS FROM FINANCING ACTIVITIES

Capital contributions 528000

Net cash provided by fmancing activities 528000

Increaseincash 10899

Cash-beginning of period 1364

Cash-end of period 12263

Supplemental disclosure of cash flow information

Cash paid during the year for

Interest 32000

Income taxes 800

The accompanying notes are an integral part of these financial statements



MONTECITO ADVISORS iNC

Notes to Financial Statements

December 31 2013

Note SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Description of the Company

Montecito Advisors Inc the Company California Corporation is fully disclosed brokerage company
located in Santa Barbara California Originally approved April 10 2000 to provide mutual fund trading and
variable life services to various Investors the Company added to its product line May 2001 equities debt

municipal securities and private placements On March 2003 the Company received approval to provide

government securities On June 2003 the Company added investment advisory services and on October 22
2004 the Company received approval from the National Association of Securities Dealers NASD to expand
its business operations to include investment advisory services and option trading On July 14 2005 the

Company received approval to conduct non-exchange member transactions On March 2003 the Company
entered into client referral agreements revenue sharing agreements with broker-dealers The Company has

recently received California Insurance License which requires the Company to do insurance sales doing
business as Montecito Insurance Services The Company is registered with the Securities and Exchange
Commission SEC and is member of the Financial Industry Regulatory Authority FINRA and the New
York Stock Exchange NYSE

On October 25 2013 one of the two directors sold his ownership interest to the other director who now owns
100% of the Company The day to day operations were not affected as result of this sale

Basis of Accounting

The accompanying financial statements of the Company have been prepared on an accrual basis consequently
revenues are recognized when earned and expenses are recognized when incurred

Cash and Cash Equivalents

Cash and cash equivalents consist of cash in checking account cash in mutual fund checking account and
cash held by an investment custodian

Furniture and Equipment

Furniture and equipment with an expected life of greater than one year and cost exceeding $500 are recorded

at cost Depreciation is computed using accelerated methods over the estimated useful lives of five to seven

years

Financial Instruments

Financial instruments are carried at cost which approximates fair value

Investments

Investments are carried at fair market value



MONTECITO ADVISORS iNC

Notes to Financial Statements

December 31 2013

Note SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES Continued

GENERAL

FASB ASC 820 defines fair value establishes framework for measuring fair value and establishes 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 liability in an orderly transaction between market participants at the

measurement date fair value measurement assumes that the transaction to sell the asset or liability or in the

absence of 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 inputs are quoted prices unadjusted in active markets for identical assets or liabilities the

Company has the ability to access

Level inputs are inputs other than quoted prices included within Level that are observable for the

asset or liability either directly or indirectly

Level are unobservable inputs for the asset or liability and rely on managements 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

Companys own data

Management has reviewed subsequent events through February 24 2014

The Company is subject to audit by the Internal Revenue Service for years ending December 31 2010 2011

and2Ol2

Use of 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 certain reported

amounts and disclosures

Significant estimates used in preparing these financial statements include depreciation fair market value of

investments and the collectability of accounts receivable It is at least reasonably possible that the significant

estimates used will change within the next year

Agency Transactions

On occasion the Company receives funds for private placements and maintains the funds in separate escrow

account until the offering is closed The Company records an offsetting liability payable to the entity

contracting the Company to act as agent The Company did not enter into any such transactions in the current

year



MONTECITO ADVISORS iNC

Notes to Financial Statements

December 31 2013

Note SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES Continued

Income Taxes

The Company has elected Corporation status for Federal California and West Virginia income tax

purposes Therefore under federal law the Company does not pay Income tax The income is passed through
on pro-rata basis to the shareholders who report the income on their individual returns California New York
and West Virginia recognize corporations as pass-through entity however each imposes tax at the

corporate level California imposes minimum of $800 or 1.5% tax on income at the corporate level New
York imposes fixed dollar minimum tax based upon New York gross receipts West Virginia imposes
minimum franchise tax of $50 or 7% tax on capital

Comprehensive Income

The Company adopted SFAS No 130 Reporting Comprehensive income which requires that an enterprise

report by major components and as single total the changes in equity There were no other comprehensive
income items for the year ended December 31 2013

Note INCOME TAXES

The provision for taxes is computed based on the book income and the applicable tax laws taking into account

permanent and temporary differences and adjustments as appropriate



MONTECITO ADVISORS INC

Notes to Financial Statements

December 31 2013

Note COMMITMENTS

Office Lease

The Company leases office space in Santa Barbara California New York and West Virginia on month-to-

month basis

Note NET CAPITAL REQUIREMENT

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

5c3-1 which requires the ratio of aggregate indebtedness to net capital both as defined shall not exceed 15 to

At December 31 2013 the Company had net capital of $122052 of which $22052 was in excess of its

required minimum net capital The Companys aggregate indebtedness $131659 to net capital was 1.08 at

December 31 2013 which is less than the 151 limit

Note RELATED PARTIES

One shareholder of the Company owns the building in which the Company leases its offices and the other

shareholder participates in partnership that owns the West Virginia office see Note

Note CONCENTRATIONS OF RISKS

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 The risk of default depends on the creditworthiness of the counterparty or

issuer of the instrument It is the Companys policy to review as necessary the credit standing of each

counterparty

10



Subtract Non allowable assets

Accounts receivable

Other assets

Tentative net capital

Haircuts

NET CAPITAL

Minimum net capital

Excess net capital

MONTECITO ADVISORS iNC
Statement of Net Capital

Schedule

For the year ended December 31 2013

Focus 12/31/13 Audit 12/31/13

240971 240971

245

122052

100000

22052

131659

1.08

245

122052

100000

22052

131659

1.08

There were no noted diffemnces between the audit and fbcus

filed at December 31 2013

11

Stockholders equity December 31 2013

Change

79167 79167

39507 39507

122297 122297

Aggregate indebtedness

Ratio of aggregate indebtedness to net capital

The accompanying notes are an integral part of these financial statements



MONTECITO ADVISORS INC

Schedule II

Determination of Reserve Requirements

Under Rule 15c3-3 of the Securities and Exchange Commission

December 31 2013

The Company is exempt from the Reserve Requirement of computation

according to the piovision of Rule 15c3-3kX2ii

Schedule ifi

Information Relating to Possession or Control

Requirements Under Rule 15c3-3

Decenber3l 2013

The Company is exempt from the Rule 15c3-3 as it relates to possession and Conirol

requirements under the k2ii exemptive provision

The accompanying notes are an integral part of these financial statements 12



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

202-371-8300

GneraI A8sessment RoconcItItIon

For the fIscal year ended _2I_i-\3
Read carefully the instructions in your Working Copy before completing this Form

TO FILED BY ALL SIPO rIMBI18 WITH NSCAL YEAR ENDINGS

f1anlg of MØfliler address Designated Eamlnlng Authority 1934 Act registration no and rhoeth in which fisoal year ends for

purposes of the audit requironiehi of SEC Rule 17a-5

iL13\ Flj\

co

ed.

General Assessment ilani 2e from page _________ _____________

Less payment made Viith SIPC-6 filed exclude Interest ________

Date Paid

Less prior overpayment applied

AsOOssms.Ot balance duo Or ovetpayment _____________________________

Interest computed or late payment see Instruction for._

Total assessment balance and Interest due or overpayment carried forward

PAID WITH TH1S FORM
Check enclosed payable to SIPC

Total must be same as above

Overpayment carried forward

Note If any th InforOla.lion shoyrn on IhO

mailing label requires correction please e-mail

n.y dbrrectioiis to form@sipc.org and so

Indicate on the form filed

Name and telephone number of person to

contact respecting this form

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

_____pc\
t12n10 ol Copoiai1on Patnorshlp or ohor ot92nh2OUOfl

Dates _____
Postmarked Received

Galcifiations

Exceptions

Disposition of exceptions

Reviewed

Documenlation Forward Copy

llPC7

33-REV 7/10

Cc5_ y3

L_LJ

$__________

days at 20% per annum

The .SIPC member submilting lhis form and the

person by whom it Is executed represent thereby

that all Information contained heroin Is irue correct

aOcJ complete

Dated the -clay 20 _____ _________________________ _____________________ ____ ___-
This fQrm IId the assessment payment Is duo GO clays afterth end of thoflscai year Retain the Working 0opy of this fprm

for period of not less than yeai-s the latest years In an easily accessible place
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DTEMINATIO OF SPC NET OPERATINC VN1JES
A1H ASSSSIflENT

item 140

2a Total revenu rOCUS Line 12/Paji hA line Code 4030

2b Additions

Total revenues from the sctiriljes ltrese of subsidiaries axóept foreign subsidiaries and

predecessors not Included above

Net Eos from principal transactions In securities in lradjng aOcounts

Net loss from principal transactions in oonirnoditles In tradln accounts

Interest and dividend expense deducted in deternrhninj item 2a

Netloss from managemeæt.oI or participation in the underwriting or distribution of securities

Expenses other than adveitising printing regief
ration fees and legal fees deducle.d in determining net

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

Net loss From securities in investnient accounts

Total additions

Deductions

ReVenues from the distribution ci shares of regislored open end investment company or unit

Investment trust from the sale of variable annuities Uorn lire business of insurance1 From investrnoit

advisory services rendered to registered investment companies or Insurance company separate

accounts and from transaŒlions In security futures products

Revenues from coniiiwdiiy transactions

CommIssions floor brokerage and clearance paid to other SIPC niembers In connection with

securities transactions

Reimbursements for postage in connection with proxy sblicitation

Net gain from securities In investment accounts

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

II Treasury bills bankers acceptances or commercial paper thai niaiure nine months or less

from issuance dali

Direct expenses of printing advertising and legal foes incmred in connection with other revenue

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

Other revenue not related either directly Or indiracity to the securities business

See Inslftction

Deductions in excess of $I.00000 require documentation

Amqunts for the fiscal period

bejlnning __iL__
midendIngL.1

Eliminate cents

T1ô1

-------
---.-

----.--------

-_____

______

Total Interest and dividend expense FOCUS Line 22/PART hA tine f3

OocM 4075 plus line 2b4 above but not ig excess

of total interest and dividend income

ii 40% of margin interest anied on cuslomers securilies

accounts 40% oI FOCUS line Code 3960

Enter the greater of iine or Ii

TotCi deductions

2d SIPC Net Operating Revenues

28 General Assessment .0025

._V_LyLJ\

to page lIne 2.A

14



BRIAN ANSON
Certified Public Accountant

18425 Burbank Blvd Suite 606 Tarzana CA 91356 Tel 818 401-8800 Fax 818401-8818

Independent Accountants Report on Applying Agreed Upon Procedures Related to an Entitys

SIPC Assessment Reconciliation

Board of Directors

Montecito Advisors Inc

Santa Barbara California

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

procedures enumerated below with respect to the accompanying Scheduled of Assessment andPÆyments

Assessment Reconciliation Form SIPC-7 to the Securities Investor Protection Corporation SIPC

for the Year Ended December 31 2013 which were agreed to by Montecito Advisors Inc and the Securities

and Exchange Commission Financial Industry Regulatory Authority Inc and SPC solely to assist you and

the other specified parties in evaluating
Montecito Advisors Inc.s compliance with the applicable

instructions of the General Assessment Reconciliation Form SIPC-7 Montecito Advisors Inc.s

management is responsible for the Montecito Advisors Inc.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 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 performed and my findings are as follows

Compared the listed assessment payment in Form 1SIPC-7 with respective cash disbursement records

entries from the cash disbursements journal and related bank statàments and reconciliations noting no

differences

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

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

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

was not engaged to and did not conduct an examination the objective of which would be the expression of

an opinion on compliance Accordingly do not express such an opinion Had performed additional

procedures other matters might have come to my attenlion 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

inttoeanhould

not be used by anyone other than these specified parties

Brian Anson

Certified Public Accountant

Tarzana California

February 242014
15



BRIAN ANSON
Certified Public Accountant

18425 BurbankBlvd 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

Montecito Advisors Inc

Santa Barbara California

In planning and performing my audit of the financial statements of Montecito Advisors Inc for

the year ended December 31 2013 in accordance with auditing standards generally accepted in

the United States of America considered its internal control structure including control

activities for safeguarding securities in order to determine my auditing procedures for the

purpose of expressing my opinion on the financial statements and not to provide assurance on the

internal control structure Accordingly do not express an opinion effectiveness of the

Companys internal control

Also as required by Rule 17a-5g1 of the Securities and Exchange Commission have made

study of the practices and procedures including tests of such practices and procedures followed

by Montecito Advisors Inc including test of compliance with such practices and procedures that

considered relevant to objectives stated in Rule 17a-5g1 in making the periodic

computations of aggregate indebtedness or aggregate debits and net capital under Rule 17a-

3a1 and for determining compliance with the exemptive provisions of Rule 5c3-3 Because

the Company does not carry securities accounts for customers or perform custodial functions

relating to customer securities did not review the practices and procedures followed by the

Company in any of the following 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 of Regulation

of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining an 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 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 Commissions 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 17-5g lists additional objectives of the practices and procedures

listed in the preceding paragraph

16



Board of Directors

Montecito Advisors Inc

Page Two

Because of inherent limitations in internal control or the practices
and procedures referred to

above errors or fraud may occur and not be detected Also projection
of any evaluation of them

to fbture periods is subject to the risk they may become inadequate because of changes in

conditions or that the effectiveness of their design and operation ma 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

AmericanJnstitute of Certified Public Accountants and the Public .Company Accounting

Oversight Board United States material weakness is condition in which the design or

operation of the specific internal control components does not reduce to 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 timely period by employees in the normal

course of performing their assigned functions However noted no matters involving the internal

control structure including control activities for safeguarding securities which 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 iiof Rule 5c3-3 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

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 siicb objectives in all material respects indicate

material inadequacy far such purposes Based on this understanding and on my study believe

that the Companys practices and procedures were adequate at December 31 2013 to meet the

Conrmissions objectives

This report 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-5g 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

Mso
Certified Public Accountant

Tarzana California

February 242014
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