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OATH OR AFFIRMATION

DANIEL KILROY swear or affirm that to the best of

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

CUSO FINANCIAL SERVICES L.P 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 except as follows

NONE

___________________
San Diego County Signature

MCornrn Expfres Jun 102014
CHIEF FINANCIAL OFFICER

Title

1../ Notary Public

This report contains check all applicable boxes

Facing Page
Statement of Financial Condition

Statement of Income Loss
Statement of Changes in Financial Condition

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

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

Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 15 c3- 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

An Oath or Affirmation

12J copy of the SIPC Supplemental Report

EI report describing any material inadequacies found to exist or found to have existed since the date ofthe previous audit

For conditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e3



Crowe Horwath
Crowe Horwath LLP

Independent Member Crowe Horwath International

INDEPENDENT ACCOUNTANTS REPORT
ON APPLYING AGREED-UPON PROCEDURES

Partners

CUSO Financial Services LP

San Diego CA

In accordance with Rule 17a-5e4 under the Securities Exchange Act of 1934 we have performed

the procedures enumerated below with respect to the accompanying Schedule of General

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

the year ended December 31 2013 which were agreed to by CUSO Financial Services L.P the

Company the Securities and Exchange Commission Financial Industry Regulatory Authority Inc

and SIPC solely to assist you and the other specified parties in evaluating the Companys compliance

with the applicable instructions of the Form SIPC-7 The Companys management is responsible for

the Companys compliance with those requirements This agreed-upon procedures engagement was

conducted in accordance with attestation standards established by the American Institute of Certified

Public Accountants The sufficiency of these procedures is solely the responsibility of those parties

specified in this report Consequently we make no representation regarding the sufficiency of the

procedures described below either for the purpose for which this report has been requested or for any

other purpose The procedures we performed and our findings are as follows

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

records entries noting no discrepancies

Compared the revenue amounts reported on the audited financial statements included in Form

17A-5 with the revenues amount reported in Form SIPC-7 for the year ended December31 2013

noting no discrepancies

Compared any adjustments reported in Form SIPC-7 with supporting schedules and working

papers noting no discrepancies

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 discrepancies and

Compared the amount of any overpayment applied to the current assessment with the Form

SIPC-7 on which it was computed noting no discrepancies

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

Crowe Horwath LLP

Costa Mesa California

February 24 2014



CUSO FINANCIAL SERVICES L.P 31472

Securities Investor Protection Corp SECINVO1 2/10/2014

Invoice No CR021014 InvoFce Date 2/10/2014 14265.00

14265.00

UNION BANK NA
SANDIEG0 92104

31472

CUSO FINANCIAL
10150 MEANLEYDRWEISTFLOOR
SAN DIEGO CA 92131

DATE AMOUNT

2/10/2014 4265.00

Fourteen Thousand Two Hundred Sixty-Five and OO/1OO
PAY

Corporation

AUThORIZED SIGNATURE

IIO3LI IL22ooo6n1oooI.I

CUSO FINANCIAL SERVICES L.P
31472

Securities Investor Protection Corporation SECINVO1 2/10/2014

CR 021014 2110/2014 14265.00

14265.00

987736 ACCBPI-O1/1356 PROO1Q4 Reonler fmm BEST CHECKS 100 Executive Dr Unit DulIes VA 20186 Phone 1-800.521.9819 www.bestchecks.com 01 MF-080530



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

202-371-8300

General Assessment Reconciliation

For the fiscal year ended
2013

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

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

Name of Member address 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

1049711 FINRA DEC
CUSO Financial Services LP

10150 Meanley Drive 1st Floor

San Diego CA 92131-3010

General Assessment item 2e from page

Less payment made with SIPC-6 filed exclude Interest

7-29-2013

Date Paid

Less prior overpayment applied

Assessment balance due or overpayment

Interest computed on late payment see instruction for

Note If any of the information shown on the

mailing label requires correction please e-mail

any corrections to lorm@sipc.org and so

indicate on the form filed

Name and telephone number of person to

contact respecting this form

Dan Kilroy 858-530-4419

____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 14265

Overpayment carried forward
__________________________

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

The SIPC member submitting this form and the

person by whom it is executed represent thereby

that all information contained herein is true correct

and complete

Dated the day of February 2014
_________________________________________________________

rifle

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

for perIod of not less than years the latest years in an easily accessible place

Dates ____________
Postmarked

Lii

Calculations _________
Lii

Ex9eptions

Cl Disposition of exceptions

Received Reviewed

Documentation _________ Forward Copy

SIPC-7

33-REV 7110

SIPC-7

33-REV 7/10

21785

7520

14265

14.265

SO Financial Services

or other organization

CFO EVP



DETERMINATION OF SIPC NET OPERATING REVENUES
AND GENERAL ASSESSMENT

Amounts for the fiscal period

beginning 01-01-2013

and ending

Ite
Eliminate cents

2a.Total revenue FOCUS Line 12/Part IA Line Code 4030 136303.478

2b Additions

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

predecessors not included above

Net ioss 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
iegai 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
____________________________

2c Deductions

Revenues from the distribution of share8 of registered open end investment company or unit

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

advisory services rendered to registered investment companies or insurance company separate

accounts and from transactions in security futures products U9UOJ

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 solicitation
_____________________________

Net gain from securities in investment accounts
_____________________________

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

ii Treasury biiis 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

_____________________________________________________ 23497266
Deductions in excess of $100000 require documentation

Total interest and dividend expense FOCUS Line 22/PART IIA Line 13
Code 4075 pIus line 2b4 above but not In excess

of total interest and dividend Income $______________________________

ii 40% of margin interest earned on customers securities
577

accounts 40% of FOCUS line Code 3960 $______________________________

Enter the greater of line or ii
8577

Total deductions 127589473

2d SIPC Net Operating Revenues
8714005

2e General Assessment .0025 21785

to page line 2.A



i9Rnanciai Services LP
Statement of Earnings

For The Period Ending December 312013

Unaudited

Y.rta Date

Acteals Deducted Included Margin hit

Revenue

Commission Revenue

Mutual Fund Revenue 9113235.40 9113235

Mutual Fund Trait Revenue 4963721.75 4963722

Unit investment Trust Revenue 1200903.81 1200904

Variable Annuities 42243207.03 42243207

Variable Annuities Traits 5640388.62 5640389

REIT 3371250.46 3371250 NA-no pershing revenue

Fixed Annuities 7700616.68 7700617

Fixed Annuities Trails 81008.82 81009

Equity Indexed Annuities Revenue 10426146.68 10426147

Variable Universal LIfe 92156.64 92157

Variable Universal Life Trails 14253.54 14254

Other insurance 1261604.08 1261604

Universal Life 70278607 702786

insurance MFR 875210.20 875.210

Indexed Universal Life 924372.49 924.372

Direct Investment Commission Revenue 88610862.27

Precious Metal 945.67 946

Equities LIsted 286845.60 286846

Equities OTC 935745.76 935746

Mutual Fund Clearing Flint Revenue 10394769.02 10394769

Mutual Fund Trails Clearing Firm Revenue 6449249.62 8449.250

Exercised Options Stock 454.86 455

Corporate Bond Revenue 2127649.00 2127649

Government Bond Revenue 20160798 201608

Municipal Bond Revenue 65867.77 65868

529 Plan Revenue 751853.40 751853

Options 31596.25 31596

Genera Securities Commission Revenue 23246584.93 ./ 104083.630 2ct 4402566 3.62% use this to allocale other

tradina revenue

CAM Fees Revenue 11 3299.78

Fee Based Trans Third Party 8169522.70

Financial Planning Fee Revenue 18095.21

Fee Based Commission Revenue 9700917.69 9700918 8%

Reaoceled Commission Revenue

Total Commission Revenue 121558364.89

Other Trading Related Revenue

Clearing Charges Collected 1886.752.38 1703970 182783

Customer Account Fees 94809.40 94.809 paid 01 other sipc members 2c3

inactive Account Fees 439733.48 439733 paid ot other sipc members 2c3

IRA Mainlenance Fee 962846.75 962647 paId 01 other slpc members 2c3

Confirm Paper rtharge Fees 257.45825 248134 9325

Clearing System Charges 1594936 15372 578

Assisted Trades 20355.00 19618 737

Trading ProfIt 302909.02 302909

OSJ Revenue 1435253.18 1435253 pass through

Other Trading Revenue 5416086.82

Total Commission Trading Revenue 126974431.71

Marketing Revenue

Marketing AssIstance 3252226.78

Meeting Registration Revenue 427978.34

Meeting Venue Commission 47525.68

Total Marketing Revenue 3727730.80 3727731 mutual fund vs revenue

Other Revenue

Compliance Fees 112622.54 1000 111623

insur Licensing Upchsrge 348.75 349

Registration Upcharge 68081.00 68081

Insurance Fees 418164.05 418184

Firm Element CE Upcharge 24530.00 24530

Computer Subscription Fees 1700372.03 1700372 pass through paid to 3rd party comput
FMC Fees 48112.65 46370 1743

Miscellaneous Fees 210403.73 202783 7820

Program AssessnentlManagement 32721.81 31537 1185

lndustryAssessmentil1embershlp 150000.00 144567 5.433

Administration Fees 212000.03 204322 7678

Backoffice Service Fee 1160613.67 1160614 pass through

80 PiggyBack Services 1119156.55 1119157 pass through

Gain Loss on Investment 153238 1477 55

Interest Earned 26790.61 26215 575

FDIC interest Earned 197824.92 197825

Interest on Loan 110849.44 106835 4015

Margin Interest Earned 21441.39 21441

Investment Income Allocation Gateway Services 22039.00 22039
MIscellaneous Revenue 7769.74 7488 281

Total Other Revenue 5.601316.29 23497266 sca

Total Revenue 136303478.80 2a 127580896.81 8701140.60 21441.39 x40% 8576.56 II

let Ecp 592.74

2aTotal Revenue 136303.479

2c1 Deductions 104083630
2c5 Deductions 23.497266

9l DeductIon

Sill DeductIon 8577
Total DeductIons 127689473 ./

Page



2E1YÆ239ananciai Services LP
Statement of Earnings

For The Period Ending December 31 2013

Unaudlted

Yearto Date

Astride Deducted Included Margin mt

2d SIPC Net Operatlr Revenue 6714065

2egenerslAssesxment@ .0025 21785.01

Less puymenl muds 7520 1f

2A2Asseenmentbeluncediie 14.265

Expense
Commission Expense
Mutual Fund Expense 6383575.el

Mutual Fund Expense 3683474.35

Unit Investment Trust Expense 563707.77

Variable Annuities Expense 30325785.16

Variable Annuities Trails Expense 4427248.90

REIT Expense 2507851.29

Fixed Annuities Expense 7168144.69

Fixed Annuities Trails Expense 66393.21

Equity Indexed Annuities Expense 8567333.36

Variable Universal Life Expense 77483.68

Variable Universal Life Trails Expense 9068.07

insurance Comm Expense 1029572.94

Universal Life Expense 560699.10

Insurance MFR Expense 856199.89

Indexed Universal Life Expense 793958.62

Direct lnvesfmenl Commission Expense 67020476.64

Predous Metals Expense 608.28

Equities Listed 87461.55

Equities OTC 512620.62

Mutual Fund Clearing Firm Expense 7366482.28

Mutual Fund Trails Clearing Firm Expense 6273198.21

Exercised Options Stock Expense
255.61

Corporate Bond Expense 1282744.49

Government Bond Expense 134537.10

Municipal Bond Expense 39691.26

529 Plan Expense 565495.85

Options Expense 48680

General Securities Commixxlon Expense 16263582.05

CAM Fees Expense 1069779.56

Fee Based Exp Third Party 6432166.99

Financial Planning Fee Expense 16432.81

Fee Based Commission Expense 7518379.36

Prog M7Comms Overrides 706414.26

Rep Ccrnms Overrides 6628372.78

AssI OverrIdes 123471.12

Non Employee Rep Cormrra 254362a25

Payroll Accrual Pasathrough 3268.77

MenegeriProg Commission Expense 10005147.18

Total Commission Expense 100807585.23

Other Trading Related Expense

Clearing Charges 917400.08

DTCC/NSCC Fee Expense 116742.04

Customer Account Writeoffs 35665.43

Statements and Confirm Fees 149660.60

Clearing System Charges 33706.42

Trading Errors 19108.67

Other Trailing Expense 1272283.24

Total Commission Trading Expense 102079868.47

Employment Expense
Salaries Wages 7258320.10

Overtime Paid 64929.02

PaidTlrneOff 589182.20

EE Commission Paid 137157.20

Incentive Bonus Compensation 1201537.73

Payroll Tax Expense 614787.14

Employee Health Insurance 692138.12

Workers Corsp Insurance 2757716

Licensitig Expense 50111.08

Protit Sharing 514617.44

Deferred Bonua Compensation 241 68a60

Benefit Administration Fees 22195.68

Department Meats 2468.28

Employee Events 47193.08

Employee RecruitIng 6426.29

Weliness Program 12928.87

Employee Ereichment 26078.55

Mission Morale Expense 8393.59

Temporary Services 18766.30

Employment Cost Home Office 11536501.43

Program Manager Wages 904966.10

Rep Draw 2558917.71

Mat Wages 380870.20

Non Employee Wages 719538.54

Asst Overtime Exp 2925.47

Paid Time Off 77643.78

Payroll Tax Expense 812926.05

Page



2fiO9flinancial Services LP
Statement of

EarnIngs

For The Period Ending December 31 2013

Unaudited

Y..rteos

Actuate Deducted Included Margin mt
Non Employee Employment Fee 543471.22

Employee Health Insurance 59358424

Payroll Expense Chargebscks 126578.43
Workers Comp Insurance 31661.84

Licensing Expense 166981.40

Employee Recniiting 54858.66

Employee EnrIchment 7867.08

Temporary ServIces
62291.71

Contract Services
752816.91

MerregectPmgram Rep Costs 7544842.48

Total Employment Expense 19081843.91

Operating Expense
Building Rent 35150a48
Deferred Rent Esp 237540.34
Off Site Storage Space 12361.51
Off Ste Backup Recovery Location 21958.92
titililies 88018.67
Building Services 6190.57
Moving Expenses 949a50

Building Repairs MaIntenance 16574.88

Equip Repairs Maintenance 30816.75
Software Software Maint/Lic 370578.17

Albridge Software Uc Fee 189214.21

Quole Expense 141874.76

Exchange Fee
Expense 7302.01

Equipment Rental 15992.68

Expendible Equipment 29265.89
FFE Leasing 232982.88
Office Supplies 28464.16
Kitchen Stçplles 19333.12
Local Long Dislance Phone Exp 17210.87
800Phone5ervlce 13161.23
Conference Call Service 11626.86
Cell Phone Blackberry Expense 9171.63
Internet Connection 84932.89
Web Page Domain Expense 32036.30

General Postage 15139.97

Overnight Package Delivery 27034.92
Other Postage/Delivery 9492.87

Printing External
47877.02

Copies Internal
9521.11

Gifts Promotionel Expense 9622.90
Public Relations Expense 88765.98

Liability Insurance 72592.94
Errors Onniasions Insurance 25249196
Other Insurance 32093.44

Registration Fees Corporate 32771.41

Rep Training Expense 3508.18

Industry AssasamentiMembershlp 14642.00

Accounting Services
103557.31

Computer Services 2120072.65
Due Diligence Fees ioooo.oo
Other Outside Services 62585128
Legal Consltg 693.00

Legal Consttg Litigation 79000.00
Trademark Expense 4458.50
Customer Settlements 23820.78
Air Transportation Expense 159616.11

Lodging Expense 216249.06
Meals Expense 58787.15
Entertainment Expense 1286.00
Ground Transportation Expense 188791.95
Travel Miscellaneous 5570.25
Non CFS Conference Expense 66911.36

Memberships Subscriptions Manuals 55434.55
Service Charges 21512.45
Donstions Contributions 376.00

Miscellaneous
77.88

Depreciation Expense 342044.73
Loss on Disposal of Assets 2770.55
Interest Expense 592.74

Property Tax Expense
1628.01

Taxes Other 865.00

Slate Income Tax Experae 122419.13

Total Operating Expense 6793152.42

Meeting Expense
Annual Conference 648628.16
Pacesettera Conference 31897920
Regional Meal/rig 2911.92
CEO Conference 69097.69
PM Forum/Owners Meeting 28390.62

Total
Meeting Expense 1068007.59

Total Expense 129022372.39

Total ProfitLoss 7281106.41

Page
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Crowe Horwath
Crowe Horwath LLP

Independent Member Crowe Horwath International

INDEPENDENT AUDITORS REPORT

Partners

CUSO Financial Services LP

San Diego CA

Report on the Financial Statement

We have audited the accompanying statement of financial condition of CUSO Financial Services LP as

of December 31 2013 that is filed pursuant to Rule 7a-5 under the Securities Exchange Act of 1934

and the related notes to the financial statement

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 the financial statement referred to above 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 entitys

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 entitys 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



Crowe Horwath
Crowe Horwath LLP

Independent Member Crowe Horwath International

Opinion

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

financial condition of CUSO Financial Services LP as of December 31 2013 in accordance with

accounting principles generally accepted in the United States of America

Crowe Horwath LLP

Costa Mesa California

February 24 2014

-2-



CUSO FINANCIAL SERVICES LP

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2013

2013

ASSETS

CURRENT ASSETS

Cash and cash equivalents

Certificates of deposit

Receivables from clearing firm

Other receivables

Due from Affiliates

Investments

Notes receivable from related party

Other assets and deposits

24260171

1476647

5905043

1259657

108576

228652

150840

1209885

Total current assets

Certificates of deposit

Deposits with clearing organizations

Notes receivable from related party

Property and equipment net

LIABIL1lES AND PARTNERS CAP1AL

CURRENT LIABILITIES

Accounts payable

34599.471

482218

255000

2274971

331159

Total assets 37942819

894666

8820224

315240

3691986

13722116

24220703

37942819

Accrued commissions

Due to affiliate

Other accrued liabilities

Total liabilities

Commitments and contingencies Note

PARTNERS CAP1AL

Total liabilities and partners capital



CUSO FINANCIAL SERVICES LP

NOTES TO THE STATEMENT OF FINANCIAL CONDITION

FOR THE YEAR ENDED DECEMBER 31 2013

NOTE 1- ORGANIZATION

CUSO Financial Services LP the Partnership is registered broker-dealer and

investment advisor licensed by the Securities and Exchange Commission SEC
and is member of the Financial Industry Regulatory Authority FINRA CUSO
Financial Services Inc General Partner is the general partner of the Partnership

The Partnership provides broker-dealer and investment advisory services exclusively

to credit unions and credit union service organizations as an introducing broker-dealer

clearing customer transactions through another broker-dealer on fully disclosed

basis

NOTE 2- SIGNIFICANT ACCOUNTING POLICIES

Basis of Accountinci

The Partnerships policy is to use the accrual method of accounting and to prepare

and present the financial statements in accordance with accounting principles

generally accepted in the United States of America

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

Income Taxes

Income and losses of the Partnership flow through to the partners and the

Partnership is not subject to income taxes Accordingly no provision for income taxes

is reflected in the accompanying financial statement

The Partnership recognizes and measures its unrecognized tax benefits in

accordance with FASB ASC 740 Income Taxes This addresses the determination of

whether tax benefits claimed or expected to be claimed on tax return should

be recorded in the financial statements Under FASB ASC 740 the Partnership may

recognize the tax benefit from an uncertain tax position only if it is more likely than

not that the tax position will be sustained on examination by the taxing authorities

based on the technical merits of the position The tax benefits recognized in the

financial statements from such position should be measured based on the largest

benefit that has greater than fifty percent likelihood of being realized upon ultimate

settlement



CUSO FINANCIAL SERVICES LP

NOTES TO THE STATEMENT OF FINANCIAL CONDITION

FOR THE YEAR ENDED DECEMBER 31 2013

NOTE 2- SIGNIFICANT ACCOUNTING POLICIES continued

Income Taxes continued

FASB ASC 740 also provides guidance on the de-recognition classification interest

and penalties on income taxes accounting in interim periods and requires increased

disclosures As of December 31 2013 the Partnership does not have liability for

unrecognized tax uncertainties The Partnerships policy is to record interest and

penalties on uncertain tax positions as income tax expense As of December 31

2013 the Partnership has no accrued interest or penalties related to uncertain tax

positions The Partnership is subject to routine audits by taxing jurisdictions

However currently no audits for any tax periods are in progress Management

believes that the Partnership is no longer subject to income tax examination for years

prior to December 31 2010

Concentration of Credit Risk

The Partnership maintains cash balances with various financial institutions At

December 31 2013 accounts at each bank are insured by the Federal Deposit

Insurance Corporation FDIC up to $250000 As of December 31 2013 the

Partnership had uninsured cash balances of $22703269 Management performs

periodic evaluations of the relative credit standing of these institutions The Partnership

has not sustained any credit losses from these institutions

The Partnership maintains accounts at clearing firm which is insured by the Securities

Investors Protection Corporation SIPC up to $500000 including maximum of

$250000 for claims for uninvested cash awaiting reinvestment As of December 31

2013 the Partnership had uninsured cash balances of$ 2513341 Management

performs periodic evaluations of the relative credit standing of the clearing firm The

Partnership has not sustained any credit losses from this clearing firm

At December 31 2013 the Partnership had commission and transaction related

receivables of approximately 47%

Cash and Cash Eciuivalents

The Partnership considers all highly liquid investments with an original maturity of

three months or less when purchased to be cash equivalents

Certificates of DeDosit

Certificates of deposit are investments that are not debt securities Certificates of

deposit with original maturities greater than three months and remaining maturities

less than one year are classified as certificates of deposit in current assets

Certificates of deposit with original maturities greater than three months and

remaining maturities of greater than one year are classified as certificates of deposit

in non-current assets
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NOTE 2- SIGNIFICANT ACCOUNTING POLICIES continued

Receivables from Clearinc Firms and Other Receivables

Receivables from clearing firms and other receivables primarily consist of commission

and transaction related receivables The Partnership monitors clearance and settlement

of all customer transactions on daily basis The allowance for doubtful accounts if any

is the Partnerships best estimate of the amount of probable credit losses historical write

off experience and specific facts

Investments

The Partnership accounts for its investments in accordance with FASB ASC 323 Equity

Method and Joint Ventures Under the equity method investments are recorded initially

at cost Subsequent adjustments are made through recognition in the statement of

operations for the Partnerships share of post-acquisition profits and losses and through

recognition in partnership capital for other post-acquisition changes in the investees net

assets Distributions received reduce the investment account

As of December 31 2013 the Partnerships investment consists of membership interest

in an unrelated limited liability company which is being accounted for under the equity

method

Property and Equipment

It is the Partnerships policy to lease most property and equipment If the property or

equipment is purchased it is the Partnerships policy to capitalize property and

equipment over $1000 Lesser amounts are expensed as incurred Property and

equipment is recorded at cost and is depreciated on straight-line basis over the

estimated useful lives of the depreciable assets which range from three to seven

years Leasehold improvements are amortized over the shorter of the life of the lease

or its useful life Maintenance costs are considered period costs and are expensed as

incurred



CUSO FINANCIAL SERVICES LP

NOTES TO THE STATEMENT OF FINANCIAL CONDITION

FOR THE YEAR ENDED DECEMBER 31 2013

NOTE 2- SIGNIFICANT ACCOUNTING POLICIES continued

Fair Value Measurements

FASB ASC 820 Fair Value Measurements and Disclosures establishes framework

for measuring fair value and establishes fair value hierarchy which prioritizes 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 transfer the liability occurs in the principal market for

the asset or liability or in the absence of principal market the most advantageous

market 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 hierarchy gives the highest priority to unadjusted quoted prices in active markets

for identical assets or liabilities level measurement and the lowest priority to

unobservable inputs level measurements The three levels of the fair value

hierarchy under FASB ASC 820 are described as follows

Level Inputs to the valuation methodology are unadjusted quoted

prices for identical assets or liabilities in active markets that the

Partnership has the ability to access for assets Examples include NYSE
NASDAQ etc

Level Inputs other than quoted prices that are observable for securities

either directly or indirectly Examples include matrix pricing utilizing yield

curves prepayment speeds credit risks etc quoted prices for similar assets

in active markets and inputs derived from observable market data correlation

or other means

Level Inputs to the valuation methodology are unobservable and

significant to the fair value measurement inputs which contain

assumptions by the party valuing those assets For level inputs there

is no market data or correlations with market assumptions Examples
include independent valuations of limited partnerships financial forecast

cash flows or earnings developed using the reporting entitys own data if

there is no information reasonably available without undue cost etc

The asset or liabilitys fair value measurement level within the fair value hierarchy is

based on the lowest level of any input that is significant to the fair value

measurement Valuation techniques used need to maximize the use of observable

inputs and minimize the use of unobservable inputs

As of December 31 2013 the Partnership has certificates of deposit which are

accounted for at fair value based upon Level inputs based upon quoted prices for

similar instruments in active markets or matrix pricing on recurring basis With the

exception of the certificates of deposit there are no liabilities or other assets that are

being measured at fair value on recurring or nonrecurring basis
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NOTE 2- SIGNIFICANT ACCOUNTING POLICIES continued

The preceding method described may produce fair value calculation that may not be

indicative of net realizable value or reflective of future fair values Furthermore although

the Partnership believes its valuation method is appropriate and consistent with other

market participants the use of different methodologies or assumptions to determine the

fair value of certain financial Instruments could result in different fair value

measurement at the reporting date

NOTE 3- PROPERTY AND EQUIPMENT NET

Property and equipment net consists of the following at December 31

Software

Computers and equipment

Leasehold improvements

Less Accumulated depreciation

and amortization

Total property and equipment net

2013

941137

707722

12235

1661094

1329935

331159

NOTE 4- OTHER ACCRUED LIABILITIES

Other accrued liabilities consist of the following at December 31

Employee benefits

FINRA fees payable

Other

2013

3406048

242046

43892

3691986Total other accrued liabilties
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NOTE 5- NET CAPITAL REQUIREMENTS

The Partnership is subject to Rule 15c3-1a2ii of the Securities Exchange Act of

1934 as amended 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 Under this rule equity capital may not be withdrawn or cash

dividends paid if the resulting net capital ratio would exceed 10 to The Partnership is

also subject to the net capital requirements and is required to maintain minimum net

capital of $250000 or and 2/3% of aggregated indebtedness whichever is higher

At December 31 2013 the Partnership had net capital of $16120243 which was

$15205435 in excess of the required minimum net capital of $914808 At December

31 2013 the Partnerships ratio of aggregate indebtedness to net capital was 0.85 to

The Partnership is exempt from the provisions of Rule 15c3-3 per Paragraph

k2Xii of such rule under the Securities Exchange Act of 1934 as broker or dealer

which carries no customer accounts and does not otherwise hold funds or securities

of customers Due to such exemption the Partnership is not required to prepare

determination of reserve requirement for brokers or dealers

NOTE 6- COMMITMENTS AND CONTINGENCIES

Lease Commitments

Effective January 2013 the Partnership entered into new lease with related party

Double Black Diamond Properties LLC DBDP for new facility that expires

December 31 2028 The Partnership generally pays taxes insurance and maintenance

expenses related to the leased facilities

Future minimum facility lease commitments under the non-cancelable operating leases

are as follows

Year Ending December 31 Total

2014 613110

2015 629160

2016 648420

2017 667680

2018 686940

Thereafter 8132570

Total 11377880

Additionally the Partnership began leasing furniture fixtures and equipment from DBDP
in 2013



CUSO FINANCIAL SERVICES LP

NOTES TO THE STATEMENT OF FINANCIAL CONDITION

FOR THE YEAR ENDED DECEMBER 31 2013

NOTE 6- COMMITMENTS AND CONTINGENCIES continued

Future minimum furniture fixtures and equipment lease commitments under the non-

cancelable operating leases are as follows

Year Ending December 31 Total

2014 233243

2015 137488

2016 121478

2017 73422

2018 3318

Thereafter 7655

Litigation

Total 576604

The Partnership is occasionally involved in legal proceedings in the ordinary course of

business including arbitration claims and other claims The Partnerships legal

proceedings are generally initiated by its customers clients and involve the purchase or

sale of investment securities In addition the Partnership along with other industry

participants is subject to risks related to litigation and settlements arising from market

events

In the opinion of the Partnerships management based on current available

information review with outside legal counsel insurance coverage and consideration of

$90887 accrued liabilities in the accompanying financial statements with respect to

these matters ultimate resolution of pending legal matters will not have material

adverse impact on the financial position or results of operations of the Partnership

However no assurance can be given that future legal proceedings would not have an

adverse effect on the Partnerships business results of operations cash flows or

financial condition

The Partnership has signed perpetual license and development agreement for

monthly maintenance and development pertaining to the Partnerships software trading

system Under the terms of this agreement the Partnership pays costs pertaining to

upgrades and modifications in addition to specified monthly fees for maintenance and

ordinary development services This agreement is cancelable with one year written

notification and provides for continued monthly user fee while the software is being

utilized by the Partnership
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FOR THE YEAR ENDED DECEMBER 31 2013

NOTE 6- COMMITMENTS AND CONTINGENCIES continued

Clearing Relationship

In the normal course of its business the Company indemnifies and guarantees certain

service providers such as clearing and custody agents trustees and administrators

against specified potential losses in connection with their acting as an agent of or

providing services to the Company or its affiliates The Company also indemnifies some

clients against potential losses incurred in the event specified third-party service

providers including subcustodians and third-party brokers improperly executed

transactions However the Company believes that the exposure is not material and it is

unlikely it will have to make material payments under these arrangements Also it has

not recorded any contingent liability in the consolidated financial statements for these

indemnifications

NOTE 7- PARTNERSHIP AGREEMENT

The Partnership Agreement Agreement sets forth the rights and obligations of

the general and limited partners The Partnership commenced on January 1997 and

shall terminate unless the partners agree otherwise ninety days following the

Partnerships withdrawal as broker-dealer from the FINRA Under the Agreement the

General Partner shall receive 25% and the limited partners in aggregate shall receive

75% of any distributions and allocations However any portion of such allocations that

would cause negative capital account balance shall be allocated proportionally among
those partners with positive balances The Partnership first then the limited partners

and finally the General Partner shall have the right of first refusal relating to the sale of

any limited partnership interest to qualified party Limited partners shall not be required

to make additional capital contributions

NOTE 8- RELATED PARTY TRANSACTIONS

Expense Agreement

The Partnership has an expense agreement with the General Partner which provides that

the General Partner shall pay certain overhead costs for the benefit of the Partnership

The Partnership is in no way obligated to repay the General Partner but at its sole

discretion it may repay the General Partner providing that such repayment would not

result in the Partnership falling below 120% of its minimum net capital requirement As of

December 31 2013 the Partnership owed the General Partner $315240 This amount

was included within due to affiliate on the statement of financial condition as the

repayment did not result in the Partnership falling below 120% of its minimum net capital

requirement and the Partnership intended to pay this amount at year end

As of December 31 2013 intercompany receivable with SPF was $108576 and was

included within due from affiliates on the accompanying statements of financial condition
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NOTE 8- RELATED PARTY TRANSACTIONS continued

Notes Receivable

During September 2012 the Partnership loaned total of $2500000 to two officers of the

General Partner The unsecured loans bear interest at 4.50% per annum require an

annual payment including principal and interest and have term of 16 years As of

December 31 2013 the balance of these loans amounted to $2425811

NOTE 10- DEFERRED COMPENSATION BONUS AGREEMENT

On January 2005 the Partnership created deferred compensation bonus

agreement Bonus to reward long-term employees for their long-term dedication

and as competitive edge over other firms Under this agreement the Bonus would be

paid out only if the employee severs employment due to normal retirement voluntary

resignation termination without cause death or an asset sale of the Partnership As of

December 31 2013 the balance for the deferred compensation bonus agreement was

$237352 and is included in other accrued liabilities
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