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Report of Independent Certified Public Accountants

Kevane Grant Thornton LLP
33 Calle Bolivia, Ste 400
San Juan, Puerto Rico 0091722013

To the Boatd of Directors of T+ 787 754 1915

Fairbridge Capital Markets Incorporated: F+1787751 1284
" www kevane.com

Report on the Financial Statements

We have audited the accompanying financial statements of Fairbridge Capital Markets
Incorporated (2 wholly-owned subsidiary of Fairbridge Capital Partners, LLC and previously known
as Consultiva Securitics, Inc)(“the Company™), which comprise the balance sheets as of December 31,
2013 and 2012, and the related statements of operations, changes in stockholder’s equity, and cash
flows for the years then ended that are filed pursuant to Rule 17a-5 under the Securities Fxchange Act
of 1934, and the related notes 1o the financial statements,

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of financial statements that are free from matetial misstatement, whether due to
fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits 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 auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error, In making those risk assessments, the auditor considers internal control relevant to the
Company’s preparation and fair presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the Company’s internal control. Accordingly, 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 1s sufficient and appropriate to provide a basis
for our audit opinion.

Audit » Tax » Advisory
Member of Grant Thormton international Lidt
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Faitbridge Capital Markets Incorporated as of December 31, 2013 and 2012,
and the results of its operations and its cash flows for the years then ended, in accordance with
accounting principles generally accepted in the United States of America.

Other Matter

Our audits were conducted for the purpose of forming an opinion of the financial statement as a
whole. The information contained in the Schedules T and IT is presented for purposes of additional
analysis and is not a required patt of the financial statements, but is supplementary information
required by Rule 17a-5 under the Security Exchange Act of 1934. Such information fs the
responsibility of management and was derived from and relates directly to the underlying accounting
and other records used to prepate the financial statements. The information in the Schedules I and I1
has been subjected to the auditing procedures applied in the audit of the financial statements and
certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the financial statements or to the financial
statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion the information in the Schedules [
and 11 is fairly stated in all material respects in relation to the financial statements taken as a whole.

Km@ﬂwwé /7mm)é~« L7

San Juan, Puerto Rico,
February 28, 2014
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Fairbridge Capital Markets Incorporated
(a wholly-owned subsidiary of Fairbridge Capital Partners, LLC and
previously known as Consultiva Securities, Inc.)

Balance Sheets
December 31, 2013 and 2012

Assets
2013 2012
Current assets:
Cash $ 9,661 $ 318,102
Commissions receivable 99,561 91,345
Due from parent company - 16,593
Prepayments 22,910 6,181
Deferred tax asset 27,641 -
Total current assets 159,773 432,221
Deposit with cleating house 106,554 104,290
Total assets $ 266,327 $ 536,511
Liabilities and Stockholder's Equi
Liabilities:
Accounts payable and accrued expenses $ 82,507  § 52,077
Income tax payable . 21,222
Total current liabilities 82,507 73,299
Deferred rent - 13,297
Due to related entity 12,990 -
Deferred tax liability - 2,659
Total liabilities ‘ 95,497 89,255
Stockholdet's equity:
Common stock, $100 par value, 10,000 shares
authorized, 70 shares issued and outstanding 7,000 7,000
Additional paid-in capital 95,000 95,000
Accumulated earnings 68,830 345,256
Total stockholdet's equity 170,830 447256
Total liabilities and stockholder's equity $ 266,327 $ 536,511

The accompanying notes ate an integral part of these balance sheets. ‘ 3



Fairbridge Capital Markets Incorporated
(a wholly-owned subsidiaty of Fairbridge Capital Partners, LLC and
pteviously known as Consultiva Securities, Inc.)

Statements of Operations
Years Ended December 31, 2013 and 2012

2013 2012
Commissions and fees $ 1,201,695 1,426,853
Operating expenses:
Administrative 487445 215,735
Management fee » 407,639 657,196
Clearing fees 154,882 135,071
Professional services 131,209 31425
Rent 43,619 74,959
Insurance 9,383 17,523
Othets 63,681 141,650
Total operating expenses 1,297,858 1,273,559
(Loss) income before provision

for income tax (96,163) 153,294

Benefit (provision) for income tax:
Cutrent tax provision (2,536) (27,138)
Deferred tax benefit 30,300 316
Benefit (provision) for income tax 27,764 (26,822)
Net (loss) income § (68,399) 126,472

The accompanying notes are an integral part of these statements.



Fairbridge Capital Markets Incorporated
(a wholly-owned subsidiary of Fairbridge Capital Partners, LLC and
previously known as Consultiva Securities, Inc.)

Statements of Changes in Stockholder’s Equity
Years Ended December 31, 2013 and 2012

Additional
Common paid-in Accumulated
stock capital earnings Total
Balance, December 31, 2011 $ 7000 $ 95,000  $ 218,784  §$ 320,784
Net income - - 126472 126,472
Balance, December 31, 2012 7,000 95,000 345,256 447256
Dividends paid - - (208,027) (208,027)
Net loss - - (68,399) (68,399)
Balance, December 31, 2013 $ 7,000 § 95,000 § 68,830 - § 170,830

"The accompanying notes are an integral part of these statements,



Fairbridge Capital Markets Incorporated

(a wholly-owned subsidiary of Fairbridge Capital Partners, LLC and

previously known as Consultiva Securities, Inc.)

Statements of Cash Flows
Years Ended December 31, 2013 and 2012

Cash flows from operating activities:
Cash received from customers and others
Cash paid to suppliers for operating expenses
Income taxes paid
Net cash (used in) provided by operating activities

Cash flows from investing activities:
Dividends paid
Cash deposited with clearing house
Net cash used in investing activities

Cash flows from financing activities:
Advances from parent company
Payments to parent company
Net cash provided by financing activities

Net (decrease) increase in cash

Cash, beginning of year
Cash, end of year

Reconciliation of net (loss) income to net cash (used in)
provided by operating activities:

Net loss

Adjustments to reconcile net (loss) income to net cash (used in)
provided by operating activities-
Deferred income tax
Changes in assets and liabilities-
(Increase) decrease in commissions receivable
(Increase) decrease in prepayments
Decteasce in due from parent company
Increase (decrease) in accounts payable and accrued expenses
(Decrease) increase in income tax payable
(Dectease) increase in deferred rent
Increase in due to related entity

Total adjustments

Net cash (used in) provided by operating activities

'The accompanying notes are an integtal part of these statements.

2013 2012
1,201,695 § 1,537,127
(1,272,095) (1,479,706)
(27,750) (18,304)
(98,150) 39,117
(208,027) X
(2,264) (2,221)
(210,291) (2,221)
. 2,190,675
- (2,047,980
- 142,695
(308,441) 179,591
318,102 138,511
9661 § 318102
(68,399)  § 126472
(30,300) 316)
(8,216) 110,274
(16,729) 324
16,593 -
30,430 (206,887)
(21,222) 8,834
(13,297) 416
12,990 -
(29,751) (87,355)
98,150)  $ 39,117
6



Fairbridge Capital Markets Incorporated
(a wholly-owned subsidiary of Fairbridge Capital Partners, LLC and
pteviously known as Consultiva Secutities, Inc.)

Notes to Financial Statements
December 31, 2013 and 2012

(1)  Organization and summary of
significant accounting policies:

Organization ~

Consultiva Securities, Inc. was a wholly-owned subsidiary of Consultiva Internacional, Inc. and was
organized under the laws of the Commonwealth of Puerto Rico (the Commonwealth) on January 25,
1999 and 1 began its operations in June 2001. On August 9, 2013 Fairbridge Capital Partners, L.LC
acquired 100% of the outstanding common stock of (wonsultiva Secutities, Inc. from Consultiva
Internacional, Inc, and on September 17, 2013 changcd its name to Fairbridge Capital Markets
Incorporated (the “Company™). The Company is primarily engaged in rendering brokering services as
an introducing broker. The Company does not catry securities accounts for customers nor does it
render custodial functions of customer securities. Orders are received from customers and placed via
First Clearing Cotp., a correspondent U.S. based firm, who maintains all accounts for the customers.

Summary of significant accounting policies -

(a) Basis of presentation —
The Company’s fiscal year ends on December 315t of cach year. All references to years in

these notes to the financial statements represent the fiscal years then ended unless otherwise
noted. The Company has evaluated subsequent events through February 28, 2014, the date
the financial statements were available to be issued.

(b) Revenue recognition —

Commission revenues ate recorded on a settlement date basis.

(¢) Accounts receivable —
Accounts receivable include commissions due in cash.

(d) Bad debts —
Bad debts are accounted for using the direct write-off method whereby an expense is
recognized only when a specific account is determined to be uncollectible. The effect of using
this method approximates that of the allowance method.

(e) Income taxes —
Income taxes are accounted for using the asset and liability method under which deferred

income taxes are recognized for the tax consequences of “temporary differences” by applying
enacted statutory tax rates applicable to future years to differences between the financial
statement carrying amounts and the tax bases of existing assets and liabilities and operating
loss carry forwards. The effect of deferred taxes for a change in tax rates is recognized in
income in the period that includes the enactment date. Management provides a valuation
allowance against the deferred tax assets for amounts which are not considered “more likely
than not” to be realized.



Fairbridge Capital Markets Incorporated
(a wholly-owned subsidiary of Faitbridge Capital Partnets, LLC and
previously known as Consultiva Securities, Inc.)

Notes to Financial Statements
December 31, 2013 and 2012
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The Company follows the accounting standard on accounting for uncertainty in income taxes,
which addresses the determination of whether tax benefits claimed or expected to be claimed
on a tax return should be recorded in the financial statements. Under this guidance, the
Company 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 taxing authorities, based on
the technical merits of the position. The tax benefits recognized in the financial statements
from such a position are measured based on the largest benefit that has a greater than 50%
likelihood of being realized upon ultimate settlement. The guidance on accounting for
uncertainty in income taxes also addresses de-recognition, classification, interest and penalties
on income taxes, and accounting in interim periods.

Use of estimates —

In preparing financial statements in conformity with accounting principles generally accepted
in the United States of America (US GAAP), management is required to make estimates and
assumptions that affect the reported amounts of assets and liabilities and the disclosures of
contingent assets and liabilities at the date of the financial statements, and the recorded
amounts of revenues and expenses during the teporting period. Actual results could differ
from those estimates.

Concentration of credit and business risks ~

The only financial instruments that potentially expose the Company to concentration of credit
risk ate its bank accounts. The Company maintains these accounts at reputable financial
institutions. While the Company attempts to limit any financial exposure, its deposit balances
may, at times, exceed federally insured limits. "The Company has not experienced any losses on
such accounts.

As of December 31, 2013 and 2012, approximately 95% and 88% of the total accounts
receivable of the Company come from three and two clients, respectively.

Deposit with Clearing House:

This deposit is a requirement of First Clearing Corporation, the U.S. based firm providing clearing and
custodial services for the Company and which maintains all customer accounts. During the years ended
December 31, 2013 and 2012 the total deposited amount of $106,554 and $104,290, respectively, was
held by First Clearing Corporation.

Net capital requirements:

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (SEC
Rule 15¢3-1), which requires the maintenance of minimum net capital and requires that the ratio of
aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1; furthermore, equity
capital may not be withdrawn as cash dividends paid under certain conditions.



Fairbridge Capital Markets Incorporated
(a wholly-owned subsidiary of Fairbridge Capital Partners, LLC and
previously known as Consultiva Securities, Inc.)

Notes to Financial Statements
December 31, 2013 and 2012

)

®

At December 31, 2013 and 2012, the Company had the following net capital figures (see related
Schedule I):

Capital Required Net Excess Net
Year Ratio Net Capital Capital Capital Account
2013 0.81to 1 $ 100,000 $ 118,011 $ 18,011
2012 023t01 $ 5,000 $ 382,753 $ 376,803

ceivable from and pavable to clearing organization:

Amounts receivable from and payable to the clearing organization as of December 31, 2013 and 2012,
consisted of the following:

2013 2012
Commissions and interest receivable $ 22,824 $ 38,649
Clearing and other fees payable $ 20,716 $ 19,797

Related party transactions:

During the years ended December 31, 2013 and 2012, the Company engaged in transactions with its
former parent company, (Parent Company in 2012) and with other related parties; mostly related to
advances received, commission income, management fees, rent and administrative fees. Amounts due
at year-end are non-interest bearing and have no specific repayments terms.

2013 2012
Due to related entity $ (12,990) / $ -
Due from former patent company $ - $ 16;593
Management fee expense $ 407,639 $ 657,196
Rent expense $ 43,619 $ 74,959
Insurance expense § 9,383 $ 17,523
Administrative and other expenses $ 381,704 3 173,214
Professional services $ 90,188 $ -




Fairbridge Capital Markets Incorporated
(a wholly-owned subsidiary of Faitbridge Capital Partners, LLC and
ptreviously known as Consultiva Secutities, Inc.)

Notes to Financial Statements

December 31, 2013 and 2012
(6) Income taxes:

On June 30, 2013 the Governot of Puerto Rico signed into law a package of tax measures intended to
provide new sources of revenue to balance the Commonwealth budget. Among the provisions
included in said package are changes to the income tax regime applicable to corporations. Act 40-2013,
signed on June 30, 2013 but effective on January 1, 2013, increased the corporate income tax rate with
a range from 30% to 39% (prevmmly 20% to 30%), establishing that the maximum rate is reached
when net taxable income is in excess of $275,000. The surtax credit was reduced from $750,000 to

$25,000.

In addition, the new law creates and imposes the following:

() A new additional tax on gross income, as patt of the alternative minimum tax calculation.
Financial businesses will be subject to a tax of 1% on gross income, with a credit equal to a 5%
of its gross income against the regular tax or AMT of the corresponding taxable year. In the
case of controlled groups of cotporations or related entitics groups must aggregate the group’s
gross income in order to determine the applicable rate of the additional tax on gross income.

(b) The net operating loss deduction is limited to 90% of taxable income for regular income tax
purposes and to 80% for alternative minimum tax purposes, and their carryover period is
extended from ten (10) to twelve (12) years for losses incurred between 2005 and 2012. For
losses incurred in 2013 and after the catryover period is ten (10) years.

(¢) Fifty-one percent (51%) of the expenses paid to a 50% or more p'umu/ member are
disallowed if attributable to Puerto Rico and not subject to taxation or withholding at source.

In addition, the alternative minimum tax (AMT) provisions are completely revised and overhauled.
The AMT tax rate was increased from 20% to 30%, and various parallel computations must be made
before determining whether an AMT liability exists. In summary, the AMT would be the greater of
the sum of 30% of the alternative minimum net income, plus the additional tax on gross income
(discussed above); or the sum of the following three items: (1) 20% of the expenses incurred or paid
to related parties and/or the expenses allocated from a home office to a branch located in Puerto
Rico if such payments were not subject to tax in Puerto Rico during the tax year; (2) up to 2% on the
purchases of tangible personal property from a re lated person or home office and (3) the new
additional tax on gross income.

Deferred income tax results from the future tax consequences of temporary differences between the
amounts of certain assets and liabilities recorded for tax and financial statement purposes. 'T'o the
extent it is more likely than-not that a deferred income tax asset will not be realized, a valuation
allowance is recognized. No valuation allowance was recognized during the years ended December
31, 2013 and 2012. The deferred tax asset resulted from the net operating loss carryforward to future -
years and the alternative minimum tax credit as of December 31, 2013. Available net operating
loss amounting to $96,146 expires in year 2023. The deferred tax liability resulted from deferred rent
recorded as of December 31, 2012.

10



Fairbridge Capital Markets Incorporated
(a wholly-owned subsidiary of Fairbridge Capital Partners, LLC and
previously known as Consultiva Secutities, Inc.)

Notes to Financial Statements
December 31, 2013 and 2012

™

The Company’s actual income tax expense for the years ended December 31, 2013 and 2012 differs
from theoretical income tax provision calculated at statutory rates, as follows:

2013 2012
(Toss) income before provision for income taxes $ (96,163) $ 153,294
Theoretical income tax expense, based on the application
of statutory rates to the pre-tax income per financial statements $ - $ (30,659)
Effect in income tax expense resulting from temporary
and permanent differences between financial statements
and taxable income 6,008y - (83)
Prior year overaccrual 3472 3,604
Increase in deferred tax asset 27,641 -
Decrease in deferred tax liability 2,659 316
Benefit (provision) for income tax $ 27,764 $ (26,822)

Management evaluated the Company’s tax positions and concluded that the Company had taken no
uncertain tax positions that require adjustment to the financial statements. The Company files income
tax returns in the Commonwealth of Puerto Rico. With few exceptions, the Company is no longer
subject to income tax examinations by tax authorities for years before 2009.

Commitments and contingencies:

Duting the year ended December 31, 2012, the Company entered in a Settlement Agreement with a
customer in order to finalize a commercial dispute. In consideration of the mutual covenants, the
Company made a payment to the customer for $170,000. The Company was reimbursed in the amount
$96,000 by another business partner during the year ended December 31, 2012. The net amount of
$74,000 is included as part of other expenses in the statements of operations for the year ended
December 31, 2012.

For the year ended December 31, 2013 the Company amended its leasing agteement for its main office
facilities. The operating lease agreement will be renewed on an annual basis. Rent expense for the years

ended December 31, 2013 amounted to $43,619 and $74,959, respectively.

The minimum annual rental payment for the next fiscal year (2014) amounts to $15,000.

11



Fairbridge Capital Markets Incorporated
(a wholly-owned subsidiary of Fairbridge Capital Partners, LLC and
previously known as Consultiva Secutities, Inc.)

Notes to Financial Statements
December 31, 2013 and 2012

(8) Supplementary information:

The accompanying Schedules T and IT have been prepared in accordance with the requirements and
general format of FOCUS Form X-17a-5.

Other schedules, such as, Statement of Changes in Liabilities Subordinated to Claims of General
Creditots, Determination of Resetve Requitements, Information Relating to the Possession or Control
Requirements, and Schedule of Segregation Requirements and Funds in Segregation, which are
required per SEC Rule 15¢3-3 are omitted as being not applicable since, during the ye'u s ended
December 31, 2013 and 2012, the Company has not had activities that Would need to be disclosed on
such schedules.

12



Fairbridge Capital Markets, Inc.

Schedule I

(a wholly-owned subsidiary of Faitbridge Capital Partners, LLC and

previously known as Consultiva Securities, Inc.)

Computation of net capital under Rule 15¢3-1 of the Securities and Exchange Commission

December 31, 2013 and 2012

Net Capital:
Capital per audited financial statements
Less-Non-allowable assets:
Prepayments
Commissions receivable
Due from patent company
Deferred tax asset

Net capital

Aggregate indebtedness:
Items included in the accompanying balance sheets

Computation of basic net capital requirement:
Minimum required net capital (aggregate indebtedness + by 15)

Minimum dollar net capital requitement
Net capital requirement (highest of above amounts)
Excess net capital (net capital - higher of required net capital or $5,000)

Net capital less the greater of 10% of aggregate indebtedness or 120%
of minimum dollar net capital requirement

Ratio: Aggregate indebtedness to net capital

Reconciliation with Company's computation (included in Part ITA
Form X-17a-5 as of December 31, 2013 and 2012):
Net Capital, as reported in Company's Part ITA
(Unaudited) FOCUS report
Audit adjustments - net
Net capital per above

2013 2012
$ 170830 § 447256
(22,910) (6,181)
(2,268) (41,729)
- (16,593)
(27,641) ;
§ 118011 $ 382753
$ 95497 § 80255
$ 6366 $ 5,950

$ 100000 $ 5,000
$ 100,000 $ 5,950
$ 18011 § 376,803

§ (1989 §

373,828

0.81 0.23

$ 127532 § 399717
(9,521) (16,964)

§ 118011 § 382753

13



Fairbridge Capital Markets, Inc. Schedule II
(a wholly-owned subsidiaty of Fairbridge Capital Partners, LLC and
previously known as Consultiva Securities, Inc.)
Reconciliation of Aggregate Indebtedness Pursuant to Rule 17a-5 (D)(4)
of the Securities and Exchange Commission
December 31, 2013 and 2012
2013 2012
Reconciliation with Company's computation '
(included in part ITA Form X-17a-5 as of
December 31, 2013 and 2012):
Aggregate indebtedness as reported in Company's
Part ITA (Unaudited) FOCUS report $ 85,977 $ 72,291
Audit adjustments 9,520 16,964
Aggregate indebtedness, as reported in Schedule T $ 95,497 $ 89,255

14



Kevane

Grant Thornton

Report of Independent Certified Public Accountants on

Internal Control Structure Required by Sec Rule 17a-5
Kevane Grant Thornton LLP
33 Calle Bolivia, Ste 400
San Juan, Puerto Rico 009172013
T+1 787 754 1915
To the Board of Directors of Fel ‘387 7511284
Fairbridge Capital Markets Incorporated: e Kevane.com

In planning and performing our audits of the financial statements and supplemental schedules of
Fairbridge Capital Markets Incorporated (a wholly-owned subsidiary of Fairbridge Capital Partners,
LLC and previously known as Consultiva Securities, Inc.) as of and for the years ended December 31, 2013
and 2012, in accordance with auditing standards generally accepted in the United States of America, we
considered its internal control over financial reporting (internal control) as a 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 Company’s internal control. Accordingly, we
do not express an opinion on the effectiveness of the Company’s internal control.

Also, as required by Rule 17a-5(g) (1) of the Securities and FExchange Commission (SEC), we have made a
study of the practices and procedutes followed by the Company, including consideration of control
activities for safeguarding securities. This study included tests of compliance with such practices and
procedures that we considered relevant to the objectives stated in Rule 17a-5(g) in making the periodic
computations of aggregate indebtedness (or aggregate debits) and net capital under Rule 17a-3(2)(11), and
for determining compliance with the exceptive provisions of Rule 15¢3-3. Because the Company does not
carry securities accounts for customers or performs custodial functions relating to customer securities, we
did not review the practices and procedures followed by the Company in any of the following;

{1y Making quarterly securities examinations, counts, verifications, and compatisons, and the
recording of differences required by Rule 17a-13.

(2)  Complying with the requirements for prompt payment for securities under Section 8 of Federal
Reserve Regulation T of the Board of Governors of the Federal Reserve System.

(3) Obtaining and maintaining physical possession or control of all fully paid and excess margin
securities of customers as required by Rule 15¢3-3.

The management of the Company is responsible for establishing and maintaining internal controls 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 SEC's previously mentioned objectives. Two of
the objectives of internal control and the related practices and procedures are to provide management with
reasonable but not absolute assurance that assets for which the (,omp"my has responsibility are safeguarded
against loss from unauthorized use or disposition, and that transactions are executed in accordance with
management's authotization and recorded propetly to permit preparation of financial statements in
conformity with generally accepted accounting principles. Rule 17a-5(g) lists additional objectives of the
practices and procedures listed in the preceding paragraph.
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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
effectivencess of their design and operation may deteriorate.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent or
detect and correct misstatements on a timely basis.

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control over financial
reporting that is less severe than a material weakness, yet important enough to merit attention by those
charged with governance.

A material weakness is a deficiency, or combination of deficiencies, in internal control, such that there is a
reasonable possibility that a material misstatement of the Company’s financial statements will not be
prevented or detected and corrected on a timely basis.

Our consideration of internal control was for the limited purpose described in the first and second
patagraphs 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 material respects indicate a material inadequacy for such purposes. Based
on this understanding and on our study, we believe that the Company's practices and procedures, as
described in the second paragraph of this report, were adequate at December 31, 2013 and 2012, to meet
the SEC's objectives.

This report is intended solely for the information and use of the Board of Directors, management, the
SEC, and other regulatory agencies which rely on Rule 17a-5(g) under the Securities Exchange Act of 1934,
in their regulation of registered brokers and dealers, and js not intended to be and should not be used by
anyone other than these specified paties.

me (rﬂswé’ %m)ém L2472

San Juan, Puerto Rico,
February 28, 2014.
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