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OATH OR AFFIRMATION

Aaron Rodriguez swear or affirm that to the best of my knowledge and belief the accompanying
financial statement and supporting schedules pertaining to the firm of Shay Financial Services Inc as of

December 31 2013 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

7/ _____
Senior Vice ident and CFO

_______y _______Notary Public
_______________________

This report contains check all applicable boxes

t1 Facing page

L1 Statement of Financial Condition

Statement of Income Loss
Statement of Changes in Financial Condition Statement of Cash Flows

l1 Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims or Creditors

L1 Computation of Net Capital

1I Computation for Determination of Reserve Requirements Pursuant to Rule 5c3-3

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

Reconciliation including appropriate explanation of the Computation of Net Capital

Under Rule 5c3-1 and the Computation for Determination of the Reserve Requirements

Under Exhibit of Rule 5c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with

respect to methods of consolidation

I1 An Oath or Affirmation

L1 copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since

the date of the previous audit

Independent Auditors Report on Internal Control Required by SEC Rule 7a-5

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

Board of Directors

Shay Financial Services Inc

Miami Florida

In accordance with Rule 17a5e4 under the Securities Exchange Act of 1934 we have performed the

procedures enumerated below with respect to the accompanying General Assessment Reconciliation

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

2013 which were agreed to by Shay Financial Services the Company and the Securities and

Exchange Commission the Financial Industry Regulatory Authority Inc and the 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 were performed and our findings are as follows

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

records entries 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 including excel spreadsheets derived from the Companys general ledger and subsidiary

ledgers noting no differences

Proved the arithmetical accuracy of the calculations reflected on Form SIPC-7 and in the related

schedules and working papers supporting the adjustments noting no differences and

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

SIPC-7 on which it was originally computed noting no differences

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

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

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

reported to you



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

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

ox
Crowe Horwath LLP

Fort Lauderdale Florida

February 26 2014
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Crowe Horwath
Crowe Horwath LLP

Independent Member Crowe Horwath International

INDEPENDENT AUDITORS REPORT

Board of Directors and Stockholder

Shay Financial Services Inc

Miami Florida

Report on the Financial Statements

We have audited the accompanying financial statements of Shay Financial Services Inc which comprise

the statement of financial condition as of December 31 2013 and the related statements of operations

changes in stockholders equity and cash flows for the years then ended that are filed pursuant to Rule

7a-5 under the Securities Exchange Act of 1934 and the related notes to the 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

Our responsibility is to express an opinion on these financial statements 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 statements are free from 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 entitys

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 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

statements

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

our audit opinion



Opinion

In our opinion the financial statements referred to above present fairly in all material respects the

financial position of Shay Financial Services Inc as of December 31 2013 and the results of its

operations and its cash flows for the year then ended in accordance with accounting principles generally

accepted in the United States of America

Other Matter

Our audit was conducted for the purpose of forming an opinion on the financial statements taken as

whole The supplementary information contained in the Computation of Net Capital Pursuant to Rule

5c3-1 and Computation for Determination of Reserve Requirements Pursuant to Rule 5c3-3 as of

December 31 2013 is presented for purposes of additional analysis and is not required part of the

financial statements but is supplementary information required by Rule 7a-5 under the Securities

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 the financial statements

The information in the Computation of Net Capital Pursuant to Rule 15c3-I and Computation for

Determination of Reserve Requirements Pursuant to Rule 5c3-3 has been subjected to the auditing

procedures applied in the audit of the financial statements and certain additional procedures including

comparing and reconciling other 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

our opinion the information in the Computation of Net Capital Pursuant to Rule 5c3-l and Computation

for Determination of Reserve Requirements Pursuant to Rule 5c3-3 is fairly stated in all material

respects in relation to the financial statements as whole

óLx up
Crowe Horwath LLP

Fort Lauderdale Florida

February 26 2014



SHAY FINANCIAL SERVICES INC

Statement of Financial Condition

December 31 2013

2013

ASSETS

Cash and cash equivalents $1427893

Restricted cash deposited with clearing organizations 100000

Receivables

Interest-only strip receivable 43338
Mutual fund distribution fees 51178

Accrued interest and other 222815

Trading securities owned at fair value 1665416

Total assets 3.510.640

LIABILITIES AND SHAREHoLDERS EQUITY

Due to Shay Investment Services Inc $1070331

Due to brokers and clearing organizations 666495
Accrued expenses and other payables 154.699

Total liabilities 1891525

Shareholders equity

Common stock $1 par value 7500 shares authorized

1000 shares issued and outstanding 1000
Additional paid-in capital 4399144
Accumulated deficit 2.781.029

1619115

Total liabilities and shareholders equity 3.51 0.640

The accompanying notes are an integral part of these financial statements



SHAY FINANCIAL SERVICES INC

Statement of Operations

For the year ended December 31 2013

Revenues

Trading revenues from principal transactions $5226472
Mutual fund distribution fees 1093355
Loan brokerage fees 1663667
Income from certificates of deposit transactions 2203913
Gain on trading securities owned net 615303

Interest dividends and other 380659

11183369

Less waiver of mutual fund distribution fees 413568
Net revenues 10769801

Expenses

Compensation 8039283

Trading clearing and distribution 690323

Quotation and trading system costs 970415

Occupancy 411755

Professional fees 880747

Management fees to Shay Investment Services Inc 864000
Travel and entertainment 275938

Other 444.908

Total expenses 12577.369

Net Loss 1.807.568

The accompanying notes are an integral part of these financial statements



SHAY FINANCIAL SERVICES INC

STATEMENT OF CHANGES IN SHAREHOLDERS EQUITY

For the year ended December 31 2013

Additional Total

Common Paid-In Accumulated Shareholders

Stock Capital Deficit Equity

BalanceatJanuaryl2013 1000 4399144 973461 3426683

Net Loss 1807568 1.807568

Balance at December 31 2013 1.000 4.399.144 2.781.029 1.619.115

The accompanying notes are an integral part of these financial statements



SHAY FINANCIAL SERVICES INC

STATEMENT OF CASH FLOWS

For the year ended December 31 2013

2013

Cash flows from operating activities

Net loss 1807568
Adjustments to reconcile net loss to net

cash provided by operating activities

Changes in assets and liabilities

Trading securities owned 59186
Receivables

Brokers and dealers 1105426
Trade receivables 777000
Interest and interest-only strips 70515

Mutual fund and distribution fees 14566
Accrued interest and other 70245

Paya bles

Due to Shay Investment Services Inc 11712
Brokers and dealers 666495

Accrued expenses and other payables 58.285
Total adjustments 2457.998

Net cash provided by operating activities 650430

Net increase in cash and cash equivalents 650430

Cash and cash equivalents at beginning of year 777463

Cash and cash equivalents at end of year 1.427.893

The accompanying notes are an integral part of these financial statements



SHAY FINANCIAL SERVICES INC

NOTES TO FINANCIAL STATEMENTS
For the year ended December 31 2013

NOTE ORGANIZATION AND NATURE OF BUSINESS

Shay Financial Services Inc the Company is registered broker-dealer with the Securities and

Exchange Commission and is wholly owned subsidiary of Shay Investment Services Inc SISI or

Parent Company The Company acts as an intermediary between its customers and other financial

institutions in the purchase and sale of various fixed-income investments and conducts proprietary

transactions in equity securities U.S government and government agency securities and certificates of

deposit The Company is also the distributor of various registered investment companies including those

managed and advised by an affiliate entity

NOTE 2- SIGNIFICANT ACCOUNTING POLICIES

Revenue Recognition Principal transactions distribution fees and trading related revenue and expenses

are recorded on trade date basis

Cash Flows Cash and cash equivalents include cash and deposits with other financial institutions with

maturities fewer than 90 days Net cash flows are reported for interest beanng deposits in other financial

institutions

Interest-Only Strips The Company purchases certificates of deposits CDs from financial institutions

and sells these CDs in smaller amounts to its customers generally bearing an interest rate lower than the

originally purchased CD The Company recognizes revenue from the sale of CDs at the time of sale

based on the interest rate spread The receivables resulting from the sale of CDs are recorded at fair

value based on the present value of the net future cash flows adjusted for quoted prices if any and are

reported as interest-only strips in the accompanying statement of condition

Trading Securities Owned The Company engages in trading activities for its own account Securities that

are held principally for resale in the near term are recorded at fair value with changes in fair value

included in earnings Interest and dividends are included in net interest income

Fair Value of Financial Instruments Fair values of financial instruments are estimated using relevant

market information and other assumptions as more fully disclosed in note Fair value estimates involve

uncertainties and matters of significant judgment regarding interest rates credit risk prepayments and

other factors especially in the absence of broad markets for particular items Changes in assumptions or

in market conditions could significantly affect these estimates

Assets including cash securities owned and certain receivables are carried at fair value or at contracted

amounts which approximate fair value

Concentration of Credit Risk As of December 31 2013 the Company had concentrations of credit risk

with depository institutions of the United States in the form of bank accounts The Company also engages

in trading activities with various counterparties mostly financial institutions in the United States

Management believes there is no significant risk of loss or counterparty risks on these financial

instruments or transactions

The Bank also has trading security portfolio with concentration risk in equity securities derived from the

financial institution industry across the United States see note

Securities Owned and Securities Sold Not Yet Purchased Securities owned and securities sold not yet

purchased are stated at fair value Fair value for securities other than CDs is generally based on quoted

market prices Unrealized gains and losses are reflected in the statements of income based on the

specific identification method As of December 31 2013 there were no balances for securities owned not

yet purchased

Continued



SHAY FINANCIAL SERVICES INC

NOTES TO FINANCIAL STATEMENTS
For the year ended December31 2013

NOTE 2- SIGNIFICANT ACCOUNTING POLICIES Continued

Transfers of Financial Assets Transfers of financial assets are accounted for as sales when control over

the assets has been relinquished Control over transferred assets is deemed to be surrendered when the

assets have been isolated from the Company the transferee obtains the right free of conditions that

constrain it from taking advantage of that right to pledge or exchange the transferred assets and the

Company does not maintain effective control over the transferred assets through an agreement to

repurchase them before their maturity

The Company purchases loan portfolios and sells them to clients without recourse almost simultaneously

for fee Income is recognized after the Company transfers the financial asset As of December 31 2013

there were no loans owned by the Company outstanding Revenue is recognized on these transactions

when control over transferred assets is deemed to be surrendered

Receivables and Pavables to Brokers and Dealers Receivables or payables to brokers and dealers

represent balances due from or due to counterparties for trades pending settlement cash and other

balances primarily with the Companys clearing broker Trade receivables represent balances due from

customers from unsettled transactions pertaining to the sale of CDs

Income Taxes SISI is subchapter corporation and the Company is wholly owned subsidiary of

SISI Therefore the Company is disregarded entity for income tax purposes and all income and

expense flows directly to the shareholder The Company is not taxed at the corporate level and as such

records no tax related assets expenses or liabilities

Use of Estimates The preparation of financial statements in conformity with accounting principles

generally accepted in the United States requires management to make estimates and assumptions that

affect the amounts reported in the financial statements and accompanying notes Actual results may differ

from those estimates

Loss Contingencies Loss contingencies including claims and legal actions arising in the ordinary course

of business are recorded as liabilities when the likelihood of loss is probable and an amount or range of

loss can be reasonably estimated Management does not believe there are at present such matters that

will have material effect on the financial statements All legal fees are expensed as incurred

NOTE 3- RELATED-PARTY TRANSACTIONS

Operations of the Company are conducted in facilities and by personnel shared with SISI and certain of

its affiliates As such the Company pays management fees to SISI for overhead and other administrative

expenses used by the company in conducting its business activities Management fees allocated to the

Company include actual expenses paid on behalf of the company and other allocated expenses as

determined by SISI

For the year ended December 31 2013 management fees expense amounted to $864000 At

December 31 2013 the payable to SISI for management fees and other expenses amounted to

$1070331

The Company maintains bank accounts with an affiliated bank At December 31 2013 cash and cash

equivalents at affiliated entities amounted to $176492 In addition certificates of deposit owned by the

Company are held by an affiliate bank as custodian for the Company

Continued



SHAY FINANCIAL SERVICES INC

NOTES TO FINANCIAL STATEMENTS
For the year ended December 31 2013

NOTE 4- CASH AND CASH EQUIVALENTS

Cash and cash equivalents include highly liquid investments with short-term maturities The Company
maintains cash balances in financial institution in excess of the insurance limits provided by the Federal

Deposit Insurance Corporation for the exclusive benefit of customers pursuant to Rule 5c3-3 of the

Securities Exchange Act of 1934 Rule 5c3-3

NOTE FULLY DISCLOSED CLEARING AGREEMENT

The Company clears securities transactions on fully disclosed basis through its clearing broker major

New York-based financial institution The agreement with the clearing broker calls for the Company to

maintain deposit balance in an account maintained by the clearing broker At December 31 2013 the

Company had $100000 of cash on deposit to satisfy this requirement

The Company has agreed to indemnify the clearing broker for losses that the clearing broker may sustain

from the customer accounts introduced by the Company The Company is therefore exposed to off-

balance-sheet risk of loss in the event that customers are unable to fulfill contractual obligations including

their obligations under margin accounts There were no accounts with margin balances as of December

31 2013 As such the Company has not recorded any contingent liability in its financial statements

Since its inception the Company has not been required to make any payment under this indemnification

provision The Company had approximately $1600 of unsettled customer trades at December31 2013

NOTE 6- MUTUAL FUND DISTRIBUTION FEES

The Company has distribution agreements with various registered investment companies The

Companys distribution agreement with Asset Management Fund Inc an institutional mutual fund

managed and advised by an affiliate provides that the Company receive payments based upon

percentage of each portfolios average daily net assets The Company voluntarily waived portion of

these fees for the year ended December 31 2013 in the amount of $413568

NOTE TRADING SECURITIES OWNED

At December 31 2013 securities owned and securities sold not yet purchased were comprised of the

following

2013

Sold Not

Owned Yet Purchased

Equity securities 1665416

Substantially almost all equity securities are derived from companies in the financial services industry

within the United States

Continued



SHAY FINANCIAL SERVICES INC

NOTES TO FINANCIAL STATEMENTS
For the year ended December 31 2013

NOTE 8OFF BALANCE SHEET RISK

In the normal course of business the Company enters into forward transactions involving mortgage-

backed securities in order to meet the financing and hedging needs of its customers Forward

transactions are valued at fair value and the resulting unrealized gains and losses are reflected in

principal transactions in the statement of income The Companys exposure to changes in market prices

or interest rates is managed by simultaneously entering into offsetting positions in identical instruments

Forward transactions provide for the delivery or receipt of securities at specified future date at

specified price or yield Risks arise from the possible inability of counterparties to meet the terms of their

commitments and from changes in securities values and interest rates At December 31 2013 there

were no open forward purchase or sale commitments In addition the Company purchases loan portfolios

and sells them to clients under best efforts contracts for which it earns fee At December 31 2013
there are no unsettled transactions

NOTE FAIR VALUE

Fair value is the exchange price that would be received for an asset or paid to transfer liability exit

price in the principal or most advantageous market for the asset or liability in an orderly transaction

between market participants on the measurement date There are three levels of inputs that may be used

to measure fair values

Level Quoted prices unadjusted for identical assets or liabilities in active markets that the

entity has the ability to access as of the measurement date

Level Significant other observable inputs other than Level prices such as quoted prices for

similar assets or liabilities quoted prices in markets that are not active or other inputs that are

observable or can be corroborated by observable market data

Level Significant unobservable inputs that reflect reporting entitys own assumptions about

the assumptions that market participants would use in pricing an asset or liability

The fair values of substantially all equity securities owned and equity securities sold not yet purchased

are determined by obtaining quoted prices on nationally recognized securities exchanges Level inputs

The fair values of interest-only strips are determined based on the present value of the net future cash

flows Level inputs Significant fair value inputs associated with valuing interest-only strips can

generally be verified and do not typically involve significant management judgments Assets measured at

fair value on recurring basis consist of the following as of December 31 2013 there are no liabilities

measured at fair value
December 31 2013 Using

Significant

Quoted Prices in Other Significant

Active Markets for Observable Unobservable

Identical Assets Inputs Inputs

Level Level2 Level3 Total

Assets

Equity securities 1665416 1665416

Interest-only strips 43338 43338

Interest only strips and 98.3% of all equity securities are from financial institutions and the financial sector

across the United States The remaining 1.7% of the equity securities are invested in the American

depositary receipt of foreign company in the energy industry

Continued
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SHAY FINANCIAL SERVICES INC

NOTES TO FINANCIAL STATEMENTS
For the year ended December 31 2013

NOTE FAIR VALUE Continued

The carrying amounts which approximate the estimated fair value because of their short maturity for

cash and cash equivalents interest bearing deposits and deposits with clearing organization are

considered Level inputs

There were no assets or liabilities measured on non-recurring basis as of December31 2013

NOTE 10- NET CAPITAL REQUIREMENTS

As registered broker-dealer with the Securities and Exchange Commission SEC the Company is

subject to the SECs net capital rule Rule 15c3-1 This Rule prohibits broker-dealer from engaging in

any securities transaction at time when its net capital is less than the greater of 2/3% of aggregate

indebtedness as those terms are defined by the Rule or $250000 At December 31 2013 the

Companys net capital was $772741 while its required net capital was $250000 and its ratio of

aggregate indebtedness to net capital was approximately 2.45 to Advances to affiliates and other

equity withdrawals are subject to certain notifications and other provisions of the net capital rule of the

SEC and other regulatory bodies

11
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SHAY FINANCIAL SERVICES INC

SCHEDULE OF THE COMPUTATION OF NET CAPITAL

PURSUANT TO RULE 15c3-1

December 31 2013

Total Stockholders equity 1619115

Deductions and charges

Interest and interest only strips 230811
Mutual fund distribution fees 51178
Receivables from non-customers and other assets 290306

Total non-allowable assets 572295

Net capital before haircuts on securities 1046820

Haircuts on securities

Equity securities 213582
Undue concentration 60497

Total haircuts on securities 274.079

Net capital 772.741

Aggregate indebtedness

Items included in statement of financial condition

Total liabilities 1.891.525

Aggregate indebtedness to net capital 244.78%

Computation of basic net capital requirement

Minimum net capital required 250000
Net capital 772.741

Excess net capital 522.741

Excess net capital at 100% net capital less

120% of minimum dollar net capital requirement 472.741

There were no differences between the amounts presented above and the amounts presented in the

Companys December31 2013 un-audited FOCUS Part II filings submitted on January 25 2013

12



SHAY FINANCIAL SERVICES INC

SHEDULE OF THE COMPUTATION FOR DETERMINATION OF RESERVE
REQUIREMENTS PURSUANT TO RULE 15c3-3

December 31 2013

Exemptive Provisions

If an exemption from Rule 5c3-3 is claimed identify below the section upon which such exemption is

based check one only

k1 -$2500 capital category as per Rule 15c3-1

k2i Special Account for the Exclusive Benefit

of Customers maintained

k2ii All customer transactions cleared through another

broker-dealer on fully disclosed basis

Name of clearing firm __________________________________

k3 Exempted by the order of the Commission

Information for Possession or Control Requirements Under Rule 15c3-3

Customers fully paid securities and excess margin securities not

in the respondents possession or control as of the report date but

for which the required action was not taken by respondent within

the time frames specified under Rule 5c3-3

Customers fully paid securities and excess margin securities for

which instructions to reduce to possession or control had not been

issued as of the report date excluding items arising from temporary

lags which result from normal business operations as permitted under

Rule 5c3-3

The system and procedures utilized in complying with the requirement

to maintain physical possession or control of customers fully paid and

excess margin securities have been tested and are functioning in manner

adequate to fulfill the requirements of Rule 5c3-3 Yes ______X No

13



Crowe Horwath
Crowe Horwath LLP

Independent Member Crowe Horwath International

INDEPENDENT AUDITORS REPORT ON
INTERNAL CONTROL REQUIRED BY SEC RULE 17a-5

Board of Directors and Shareholder

Shay Financial Services Inc

Miami Florida

In planning and performing our audit of the financial statements of Shay Financial Services Inc the

Company as of December 31 2013 and for the year then ended in accordance with auditing standards

generally accepted in the United States of America we considered the Companys internal control over

financial reporting internal control as basis for designing our auditing procedures for the purpose of

expressing our opinion on the financial statements but not for the purpose of expressing an opinion on

the effectiveness of the Companys internal control Accordingly we do not express an opinion on the

effectiveness of the Companys internal control

Also as required by rule 7a-5g1 of the Securities and Exchange Commission SEC we have made

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

activities for safeguarding securities This study included tests of such practices and procedures that we
considered relevant to the objectives stated in rule 7a-5g in making the periodic computations of

aggregate indebtedness or aggregate debits and net capital under rule 7a-3a1 and for determining

compliance with the exemptive provisions of rule 15c3-3 Because the Company does not carry securities

accounts for customers or perform custodial functions relating to customer securities we did not review

the practices and procedures followed by the Company in any of the following

Making quarterly securities examinations counts verifications and comparisons and recordation

of differences required by rule 7a-1

Complying with the requirements for prompt payment for securities under Section of Federal

Reserve Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control and the

practices and procedures referred to in the preceding paragraph In fulfilling this responsibility estimates

and judgments by management are required to assess the expected benefits and related costs of controls

and of the practices and procedures referred to in the preceding paragraph and to assess whether those

practices and procedures can be expected to achieve the SECs 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 the preparation of financial

statements in conformity with generally accepted accounting principles Rule 17a-5g lists additional

objectives of the practices and procedures listed in the preceding paragraph

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

error or fraud may occur and not be detected Also projection of any evaluation of them to future periods

is subject to the risk that they may become inadequate because of changes in conditions or that the

effectiveness of their design and operation may deteriorate

14



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

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

detect and correct misstatements on timely basis significant deficiency is deficiency or

combination of deficiencies in internal control that is less severe than material weakness yet important

enough to merit attention by those charged with governance

material weakness is deficiency or combination of deficiencies in internal control such that there is

reasonable possibility that material misstatement of the companys financial statements will not be

prevented or detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first and second

paragraphs and would not necessarily identify all deficiencies in internal control that might be material

weaknesses We did not identify any deficiencies in internal control and control activities for safeguarding

securities that we consider to be material weaknesses as defined previously

We understand that practices and procedures that accomplish the objectives referred to in the second

paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with

the Securities Exchange Act of 1934 and related regulations and that practices and procedures that do

not accomplish such objectives in all matenal respects indicate material inadequacy for such purposes

Based on this understanding and on our study we believe that the Companys practices and procedures

as described in the second paragraph of this report were adequate at December 31 2013 to meet the

SECs objectives

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

SEC the Financial Industry Regulatory Authority and other regulatory agencies that rely on rule 7a-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

iX
Crowe Horwath LLP

Fort Lauderdale Florida

February 26 2014
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