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OATH OR AFFIRMATION

I, Steve Dalton , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Dalton Strategic Investment Services, Inc. , as
of  December 31st 2013 are true and correct. I 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 a customer, except as follows:

><LQ@0 o -
Slgnatfy

Managing Partner
Title
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NotarkBublic @ .clle < v N s yrs N\~ T 1 *

ThIS report ** contains (check all applicable boxes):

(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition. )

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i). Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule ISc3 1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(I) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

<
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**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).



DALTON STRATEGIC
INVESTMENT SERVICES, INC.

FINANCIAL STATEMENTS AND
SUPPLEMENTARY INFORMATION

YEAR ENDED
DECEMBER 31, 2013



DALTON STRATEGIC INVESTMENT SERVICES, INC.

CONTENTS
Page
REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM ................. 3-4
STATEMENT OF FINANCIAL CONDITION .., 5
STATEMENT OF INCOME ...ttt s 6
STATEMENT OF CHANGES IN STOCKHOLDER'S EQUITY ..ooiriiiiiii 7
STATEMENT OF CASH FLOWS Lo ottt 8
NOTES TO FINANCIAL STATEMENTS L.t 9-11
COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1 OF THE
SECURITIES AND EXCHANGE COMMISSION ...ooriiiiiiiiiiii i, 12
COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
UNDER RULE 15¢3-3 OF THE SECURITIES AND EXCHANGE COMMISSION......... 13

INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL.......cccccoeiiiiiiin. 14-15



e P 4§,( g P ity = s sy
NROE SHINE
e LA S San ¢ | b i
KNOWLEDGE FOR TODAY . . VISION FOR TOMORROW
222 BAST MABKEY STREET, RO, BOX 1407, NEW ALBANY, INDIANA 47150 « PHONE: B12.945.2317 » FAX: 812.945.2603

Report of Independent Registered Public Accounting Firm

Board of Directors
Dalton Strategic Investment Services, Inc.
Knightstown, Indiana

Report on the Financial Statements

We have audited the accompanying statement of financial condition of Dalton Strategic
Investment Services, Inc. (the Company) as of December 31, 2013, and the related
statements of income, changes in stockholder’s equity, and cash flows for the year then
ended that are filed pursuant to Rule 17a-5 under the Securities Exchange Act of 1934, and
the related notes to 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
material misstatement, whether due to fraud or error.

Auditor’s 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 of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the 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 is sufficient and appropriate to provide a
basis for our audit opinion.
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Dalton Strategic Investment 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.

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements
as a whole. The supplementary information on pages 12 and 13 is presented for purposes of
additional analysis and is not a required part of the financial statements, but is
supplementary information required by Rule 17a-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 supplementary information 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 supplementary information on pages 12
and 13 is fairly stated in all material respects in relation to the financial statements as a
whole.

PHonsre- e
New Albany, Indiana
March 15, 2014



DALTON STRATEGIC INVESTMENT SERVICES, INC.

STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2013

ASSETS

Cash

Certificate of deposit

Deposit with clearing organization

Representative advances receivable

Receivable from broker-dealers and clearing organization
Prepaid rent

Total Assets

LIABILITIES AND STOCKHOLDER'S EQUITY

Liabilities:
Accounts payable, accrued expenses, and other liabilities

Stockholder's Equity:
Common stock, no par value per share
Authorized 1,000 shares, issued and outstanding 100 shares
Retained earnings
Total Stockholder's Equity

Total Liabilities and Stockholder's Equity

See accompanying notes to financial statements.

-5-

202,525
6,000
15,000
115,853
451,312
2,600

793,290

436,982

5,000
351,308

356,308

793,290




DALTON STRATEGIC INVESTMENT SERVICES, INC.
STATEMENT OF INCOME
YEAR ENDED DECEMBER 31, 2013

Total revenues $ 4,348,991
General and administrative expenses 3,928,871
Income from operations 420,120
Interest income 30
Net Income $ 420,150

See accompanying notes to financial statements.
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Net Income

Distributions

DALTON STRATEGIC INVESTMENT SERVICES, INC.

STATEMENT OF CHANGES IN STOCKHOLDER'S EQUITY

YEAR ENDED DECEMBER 31, 2013

Common Stock Retained
Shares Amount Earnings Total
Balance - January 1, 2013 100 $ 5,000 $ 39,531 $ 44,531
- - 420,150 420,150
- - 108,373 108,373
Balance - December 31, 2013 100 $ 5,000 $ 351,308 $ 356,308

See accompanying notes to financial statements.
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DALTON STRATEGIC INVESTMENT SERVICES, INC.
STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2013

Cash Flows from Operating Activities:

Net Income $ 420,150
Adjustments to reconcile net income to net cash provided by
operating activities:
Amortization of prepaid rent 4,317
Change in current assets:
Increase in commissions receivable (360,773)
Change in current liabilities
Increase in accounts payable, accrued expenses and other liabilities 238,088
Net cash provided by operating activities 301,782
Cash Flows from Investing Activities:
Increase in certificate of deposit (977)
Representative advances, net of repayments (115,853)
Net cash used in investing activities (116,830)
Cash Flows from Financing Activities:
Distributions (108,373)
Net cash used in financing activities (108,373)
Net Increase in Cash 76,579
Beginning Cash 125,946
Ending Cash $ 202,525

See accompanying notes to financial statements.



DALTON STRATEGIC INVESTMENT SERVICES, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013

NOTE 1 — NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Operations

The Company is a securities broker-dealer. The Company provides financial consulting services,
but does not carry securities. The Company’s financial statements are presented in accordance
with generally accepted accounting principles in the United States of America.

Cash
For purposes of the statement of cash flows, the Company considers all cash on hand, bank
checking and savings accounts, and money market accounts to be cash.

Allowance for Doubtful Accounts

Accounts receivable consists of fees and commissions receivable from broker-dealers and
Southwest Securities, Inc. (Clearing Organization) and is considered fully collectible. Therefore,
no allowance for doubtful accounts has been provided.

Representative Advances Receivable

Representative advances receivable consist of commissions advanced to registered
representatives that contract with the Company. Advances are made at the discretion of
Company management and are repaid by withholding a portion of the commissions subsequently
earned by the representative. No interest is charged on the advances and the repayment terms
vary based on the agreements. At December 31, 2013, all advances receivable are expected to be
repaid during 2014 as part of the Asset Purchase Agreement discussed in Note 5.

Revenue and Expenses

Commissions and related clearing expenses are recorded on a settlement-date basis. There were
no significant transactions at December 31, 2013 that would require reconciliation with trade-
date basis accounting.

Advertising

The Company expenses advertising production costs as they are incurred and advertising
communication costs the first time the advertising takes place. Advertising expense was $2,625
for the year ended December 31, 2013.

Income Taxes

The Company is a subchapter S corporation and is not treated as a separate corporation for
income tax purposes. As such, the items of income or loss of the Company are allocated to its
stockholder and reported on the stockholder's individual federal and state income tax returns.
Accordingly, no provision for income taxes has been recorded in the accompanying financial
statements.

Effective January 1, 2009, the Company implemented accounting guidance for uncertainty in
income taxes. Using that guidance, tax positions are initially recognized in the financial
statements when it is more-likely-than-not the position will be sustained upon examination by
the tax authorities. As of December 31, 2013, the Company had no uncertain tax positions that
qualify for either recognition or disclosure in the financial statements. The Company files
federal and Indiana state income tax returns and those returns filed for tax years ended on or after
December 31, 2010 are subject to examination by the relevant taxing authorities.

-9.-



DALTON STRATEGIC INVESTMENT SERVICES, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013

NOTE 1 -~ CONTINUED

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles 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.

NOTE 2 — CASH DEPOSIT WITH CLEARING ORGANIZATION

At December 31, 2013, the Company had an interest-bearing deposit of $15,000 with the
Clearing Organization.

NOTE 3 — PREPAID RENT

The Company made leasehold improvements totaling $16,600 during 2010 to office space that
the Company began leasing in 2010. Under the terms of the lease agreement, the payments made
for improvements by the Company resulted in a “build out credit” to be used in lieu of the $350
monthly lease payments until the credit is extinguished. The lease has an initial term from
September 1, 2010 through August 31, 2014. The Company recognized $4,317 of rent expense
during 2013.

NOTE 4 — NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule
(Rule 15¢3-1), which requires the maintenance of minimum net capital and requires that the ratio
of aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1. At December
31, 2013, the Company had net capital of $237,855, which was $208,723 in excess of its
required net capital of $29,132. The Company’s net capital ratio was 1.84 to 1 at December 31,
2013.

NOTE 5 — ASSET PURCHASE AGREEMENT

On February 25, 2014, the Company entered into an Asset Purchase Agreement (Purchase
Agreement) with Securities America Financial Corporation (SAFC). Pursuant to the Purchase
Agreement, the Company will, on the terms and subject to the conditions set forth in the
Purchase Agreement, sell, transfer, assign, convey and deliver to SAFC all rights, titles and
interests in and to the Company’s client accounts, mailing lists, books and records ledgers, loans
and goodwill. The Company anticipates that the merger will close in the second quarter of 2014,
subject to customary closing conditions, including regulatory approval and approval of the
Company’s shareholder.
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DALTON STRATEGIC INVESTMENT SERVICES, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013

NOTE 6 - SUBSEQUENT EVENTS

Subsequent events have been evaluated for potential recognition and disclosure through the date
the financial statements were issued. Management has not identified any significant subsequent

events during the period from January 1, 2014 through the date these financial statements were
issued, other than the Purchase Agreement discussed in Note 5.

-11 -



DALTON STRATEGIC INVESTMENT SERVICES, INC.
SUPPLEMENTARY INFORMATION
PURSUANT TO RULE 17a-5 OF THE

SECURITIES AND EXCHANGE ACT OF 1934



DALTON STRATEGIC INVESTMENT SERVICES, INC.
COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1 OF THE
SECURITIES AND EXCHANGE COMMISSION

DECEMBER 31, 2013
Net Capital
Stockholder's equity qualified for net capital $ 356,308
Total nonallowable assets:
Prepaid rent (2,600)
Representative advances receivable (115,853)
Total nonallowable assets (118,453)
Net Capital $ 237855

Aggregate Indebtedness
Items included in statement of financial condition:
Accounts payable, accrued expenses, and other liabilities $ 436,982

Computation of Basic Net Capital Requirement

Minimum net capital required $§ 29,132
Minimum dollar net capital requirement of reporting broker or dealer $ 5,000
Net capital requirement $ 29,132
Excess net capital $ 208,723
Excess net capital at greater of 10% of aggregate indebtedness or

120% of minimum dollar net capital requirement $ 194,157
Ratio of aggregate indebtedness to net capital 1.84to0 1

Reconciliation with Company's Computation of Net Capital
Pursuant to Rule 17a-5(d)(4):

Net Capital as reported in Company's Part 11 (unaudited) FOCUS Report $ 222,678

Deposit with clearing organization classified as a non-allowable asset 15,000
Net adjustments recorded after FOCUS Report was prepared 177
Net Capital per above computation $ 237,855
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DALTON STRATEGIC INVESTMENT SERVICES, INC.
COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
UNDER RULE 15¢3-3 OF THE SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31, 2013

Broker-dealer was exempt from Rule 15¢3-3 as of December 31, 2013. All customer
transactions are cleared through Southwest Securities, Inc. on a fully disclosed basis.

-13 -
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Independent Auditor’s Report on Internal Control

Board of Directors
Dalton Strategic Investment Services, Inec.
Knightstown, Indiana

In planning and performing our audit of the financial statements and supplementary
schedules of Dalton Strategic Investment Services, Inc. (the Company), as of and for the
year ended December 31, 2013 in accordance with auditing standards generally accepted in
the United States of America, we considered the Company’s 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 Exchange Commission (SEC),
we have made a 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
17a-5(g) in making the periodic computations of aggregate indebtedness (or aggregate
debits) and net capital under Rule 17a-3(a)(11) and for determining compliance with the
exemptive provisions of Rule 15¢3-3. 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:

1. Making quarterly securities examinations, counts, verifications, and comparisons
and recordation 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

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 SEC's above-mentioned objectives.

-14 -
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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 management's authorization and recorded properly
to permit the 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.

Because of inherent limitations in internal control or 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.

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 pursuing their assigned functions, to prevent
or detect and correct misstatements on a timely basis. A significant deficiency is a deficiency,
or combination of deficiencies, in internal control 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 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 above. However, we identified certain deficiencies in internal control that we consider
to be significant deficiencies, and communicated them to management and those charged with
governance on March 15, 2014.

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, 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 that rely on Rule 17a-5(g) 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.

Pl onsre. SHine
New Albany, Indiana
March 15, 2014
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February 28, 2014

Steven M. Dalton

President
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March 15, 2014

To the Board of Directors
Dalton Strategic Investment Services, Inc.
Knightstown, Indiana

In planning and performing our audit of the financial statements of Dalton Strategic
Investment Services (Company) as of and for the year ended December 31, 2013, in
accordance with auditing standards generally accepted in the United States of America, we
considered the Company’s internal control over financial reporting (internal control) as a
basis for designing audit procedures that are appropriate in the circumstances 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.

Our consideration of internal control was for the limited purpose described in the preceding
paragraph and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies, and, therefore, material weaknesses or
significant deficiencies may exist that were not identified. However, as discussed below,
we identified certain deficiencies in internal control that we consider to be significant
deficiencies.

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 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 entity’s financial statements
will not be prevented, or detected and corrected on a timely basis. We did not identify any
deficiencies in internal control that we consider to be material weaknesses.

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by
those charged with governance. We consider the following deficiencies in the Company’s
internal control to be significant deficiencies:

Year-End Closing Process

The Company’s lacks a systematic method to ensure that timely year-end closing procedures
take place in advance of the year-end audit. Therefore the financial statements and
supporting documentation supplied to the auditors were incomplete upon initial receipt of
the Company’s information by the auditors. Two adjusting journal entries were made due to
incomplete or inaccurate information, and one immaterial uncorrected misstatement was
identified during the audit.



W-2 and 1099 Reporting

It was determined during the course of our audit work that the W-2 for Wes Wilt and certain
Form 1099s issued by the Company to investment representatives for commissions earned in
2013 were prepared incorrectly. In addition, we identified instances in which Form 1099s
for commissions earned by investment representatives in 2013 were not prepared. Initial
and corrected W-2s and Form 1099s should be prepared and filed with the IRS for all
commissions and employee compensation earned in 2013.

FOCUS Report Preparation

Errors have been noted in the quarterly FOCUS reports prepared by management during our
audits and regulatory examinations. Management should correct all errors noted in the
quarterly FOCUS reports for 2013 to agree to the audited financial statements.

Bank Reconciliations

Internal control is most effective when the bank reconciliation is prepared by someone not
responsible for entries in the receipts and disbursements records. Inasmuch as this is difficult
because of the small number of office employees, we recommend that the monthly bank
reconciliations be reviewed by another employee who is independent of the cash receipts and
disbursements process. In addition, he or she should review, approve, and sign the bank
reconciliation each month.

Representative Advances Receivable

The Company advanced commissions to investment representatives as incentive to join the
Company during 2013. As a result of our audit procedures, we determined that management
was not properly reconciling the representative advances receivable account and there is no
formal documentation (i.e., a signed note, offer letter or other agreement) to support most of
the advances.

This communication is intended solely for the information and use of management, the
Board of Directors, and others within the organization, and is not intended to be and should
not be used by anyone other than these specified parties.

Very truly yours,

Pl onare. SHine

Monroe Shine & Co., Inc.
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March 15, 2014

To the Board of Directors
Dalton Strategic Investment Services, Inc.
Knightstown, Indiana

We have audited the financial statements of Dalton Strategic Investment Services, Inc. for
the year ended December 31, 2013, and have issued our report thereon dated March 15,
2014. Professional standards require that we provide you with the following information
about our responsibilities under generally accepted auditing standards, as well as certain
information related to the planned scope and timing of our audit. We have communicated
such information in our engagement letter to you dated February 24, 2014. Professional
standards also require that we communicate to you the following information related to our
audit.

Significant Audit Findings

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies.
The significant accounting policies used by Dalton Strategic Investment Services, Inc. are
described in Note 1 to the financial statements. No new accounting policies were adopted
and the application of existing policies was not changed during the year ended December
31, 2013. We noted no transactions entered into by the Company during the year for which
there is a lack of authoritative guidance or consensus. All significant transactions have been
recognized in the financial statements in the proper period.

Accounting estimates are an integral part of the financial statements prepared by
management and are based on management’s knowledge and experience about past and
current events and assumptions about future events. Certain accounting estimates are
particularly sensitive because of their significance to the financial statements and because of
the possibility that future events affecting them may differ significantly from those
expected. However, the Company's financial statements do not include any significant
accounting estimates.

The financial statement disclosures are neutral, consistent, and clear.
Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and
completing our audit.

MONROE SHINE & CO., INC. ¢ CERTIFIED PUBLIC ACCOUNTANTS AND BUSINESS CONSULTANTS



Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements
identified during the audit, other than those that are trivial, and communicate them to the
appropriate level of management. Attached is a summary of uncorrected misstatements
identified in our audit of the financial statements. Management has determined that the
effects of the uncorrected misstatements were immaterial, both individually and in the
aggregate, to the financial statements taken as a whole.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management
as a financial accounting, reporting, or auditing matter, whether or not resolved to our
satisfaction, that could be significant to the financial statements or the auditor’s report. We
are pleased to report that no such disagreements arose during the course of our audit.

Management Representations

We have requested certain representations from management that are included in the
management representation letter dated March 15, 2014.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing
and accounting matters, similar to obtaining a “second opinion” on certain situations. If a
consultation involves application of an accounting principle to the Company’s financial
statements or a determination of the type of auditor’s opinion that may be expressed on
those statements, our professional standards require the consulting accountant to check with
us to determine that the consultant has all the relevant facts. To our knowledge, there were
no such consultations with other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles
and auditing standards, with management each year prior to retention as the Company’s
auditors. However, these discussions occurred in the normal course of our professional
relationship and our responses were not a condition to our retention.

Other Matters

With respect to the supplementary information accompanying the financial statements, we
made certain inquiries of management and evaluated the form, content, and methods of
preparing the information to determine that the information complies with U.S. generally
accepted accounting principles, the method of preparing it has not changed from the prior
period, and the information is appropriate and complete in relation to our audit of the
financial statements. We compared and reconciled the supplementary information to the
underlying accounting records used to prepare the financial statements or to the financial
statements themselves.



This information is intended solely for the use of the Board of Directors and management of
Dalton Strategic Investment Services, Inc. and is not intended to be and should not be used
by anyone other than these specified parties.

Very truly yours,

Ponsre. SHoe

Monroe Shine & Co., Inc.



AFI 5/03

FCX-28: Financial Institution Audit Difference Evaluation Form

Financial Institution:

Dalton Strategic Investments, Inc.

Completed by: JPS

~Description (Nature) of Audit Difference

To write off advanced representative fees deemed

uncollectible.

Effect of audit differences on ending equity

Total
Less Audlt AdJustments Subsequently Booked

€

12070 ° |

Balance Sheet Date: December 31,2013 *

A Listing of Audit Differences O $1 000 except for specific items

Financial Statements Effect—Amount of Overstatement (Understatement) of:

Net Unadjusted Audit anferences—This Year (lron Curtam Method)

Effect of Unadjusted Aud|t leferences——Pnor Years
Combmed Current and Prior Year AD (Rollover Method)

Financial Statement Captlon Totals

Current Year AD as % of F/IS Qaptaens {Roi over Méi??i)i‘i}

Current and Prior Year AD as % of F/S Captions (iron Curtain Method) -

Factual (F),
Judgmental (J) Total Net Income
_or Projected (P) Cause _ WPRef.  Total Assets _ Liabilities = Equity _Income _(Loss)
2014 makes collection
F .. |improbable. 7S 9887 - - - 9,887
9,887
essr . oser - S5
9,887 - 9,887 - 9,887
19,887 ‘ 9,887 - 9, 887 ‘
793,290 436 o2 . B56308 4348991 420,150
1.25% 0.00% 2.77% 0.00% 2.35%
1.25% ~ B.00% 2.77% 0.00% 2.35%

FCX-28
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FEZEAST MARKET STREET, 0. BOX 1407, NEW ALBANY, INDIAMA 47150 » PHONE: 812.945.2311 « FAK: 832.945.2603

INDEPENDENT ACCOUNTANTS’ REPORT ON APPLYING
AGREED-UPON PROCEDURES

Board of Directors
Dalton Strategic Investment Services, Inec.
Knightstown, Indiana

In accordance with Rule 17a-5(e)(4) under the Securities Exchange Act of 1934, we have
performed the procedures enumerated in the attached supplement of this report, with respect
to the Schedule of Assessments and Payments [General Assessment Reconciliation (Form
SIPC-7)] to the Securities Investor Protection Corporation (SIPC) for the year ended
December 31, 2013 included in Appendix A, which were agreed to by Dalton Strategic
Investment Services, Inc. (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 Company’s compliance with the applicable instructions of the
General Assessment Reconciliation (Form SIPC-7). The Company’s management is
responsible for the Company’s compliance with those requirements. This agreed-upon
procedures engagement was conducted in accordance with attestation standards established
by the American Institute of Certified Public Accountants. The sufficiency of these
procedures is solely the responsibility of the parties specified in the report. Consequently,
we make no representation regarding the sufficiency of the procedures described in the
scope section of this report either for the purpose for which this report has been requested or
for any other purpose.

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 relates only to the procedures
specified above.

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.

PWonsre- SHene
New Albany, Indiana
March 15, 2014



DALTON STRATEGIC INVESTMENT SERVICES, INC.
AGREED-UPON PROCEDURES -
SIPC GENERAL ASSESSMENT RECONCILIATION
FOR THE YEAR ENDED DECEMBER 31, 2013

Procedure:

Compare the listed assessment payment on Form SIPC-7 with respective cash disbursement
records entries, noting any differences.

Findings:

Assessment payments from the original Form SIPC-7 included in the appendix were verified
to a copy of the check dated March 14, 2014. No differences were noted.

Procedure:

Compare the amounts reported on the audited Form X-17A-5 for the year ended December
31, 2013, as applicable, with the amounts reported on Form SIPC-7 for the year ended
December 31, 2013, noting any differences.

Findings:

No differences were noted between the amounts reported on the Annual Audited Report
Form X-17A-5, Part I1I, for the year ended December 31, 2013 and the amounts reported on
the Form SIPC-7 for the year ended December 31, 2013.

Procedure:

Compare any adjustments reported on Form SIPC-7 with supporting schedules and working
papers, noting any differences.

Findings:

Form SIPC-7, line 2.c.(1) reports deductions from the distribution of shares of a 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 totaling $2,789,929. Excluding this deducted amount from total
revenues, Form SIPC-7 reports SIPC net operating revenues of $1,559,092 subject to
assessment for the year ended December 31, 2013. We were able to trace $1,295,438 in
SIPC net operating revenues to clearing statements provided as supporting schedules by the
Company, but we were not provided supporting schedules for the remaining $263,654
difference.

According to management, the unsubstantiated difference is comprised of investment
income received directly from investment entities, markups on trade ticket commissions and
additional fees earned by the Company as increased incentive for varying levels of
investment activity. These additional sources of income are not reported through the
Company’s clearing agent and the Company was unable to provide supporting
documentation for the adjustments.



DALTON STRATEGIC INVESTMENT SERVICES, INC.
AGREED-UPON PROCEDURES -
SIPC GENERAL ASSESSMENT RECONCILIATION
FOR THE YEAR ENDED DECEMBER 31, 2013 - CONTINUED
Procedure:

Prove the arithmetical accuracy of the calculations reflected on Form SIPC-7 and in the
related schedules and working papers supporting the adjustments, noting any differences.

Findings:
No arithmetical inaccuracies were noted on the Form SIPC-7.
Procedure:

Compare the amount of any overpayment applied to the current assessment with the Form
SIPC-7T on which it was originally computed, noting any differences.

Findings:

No overpayment was applied on the Form SIPC-7.



-

SIPG-7

(33-REV 7/10)

SECURITIES INVESTOR PROTECTION CORPORATION
P.0. Box 92185 %&125%37:1?155160&0. 20090-2185

General Assessment Reconciliation

For the fiscal year ended 12/31/2013
{Read carelully the instruclions in your Working Copy before completing this Form)

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

1. Name of Member, address, Designated Examining Authority, 1934 Act registration no. and month in which fiscal year ends lor
purposes of the audit requirement of SEC Rule 17a-5:

SIPG-7

{33-REV 7/10)

l Note: it any of the information shown on the
040545 FINRA DEC L . \ ,
mailing label requires correction, please ¢-mail
DALTON STRATEGIC INVESTMENT SERVICES INC 1515 any corrections to form@sipc.org and so
26 N WASHINGTON ST indicate on the form filed.
KNIGHTSTOWN 1N 48148-1275

Name and telephone number of person 1o
gontact respecting this form.

L | Sreve Dot 265-445Teo0

5697 2

2. A. Genoral Assessment (item 2e from page 2) $
‘ - | 71282 |
8. Less payment made with SIPC-6 filed (exclude interest) ( }
Date Paid . ﬂ/
C. Less prior overpayment applied 1z { T0 )
' ﬁﬂ""‘i s &
D. Assessment balance due or (overpayment) d’g),ﬂ.}i& G+ , I é 8 -
E. Interest computed on late paymeni {see insiruction E} for A days al 20% per annum F)/ :
- 6D
F. Total assessment balance and interest due {or overpayment carried forward) $ <
G. PAID WITH THIS FORM: .
Chack enclosad, payable to SIPC l é% Cip_
Total {must be same as F above) $ I
H. Overpayment carried forward ${ % }

3. Subsidiaries (3) and predecessors (P} included in this form {give name and 1834 Act regisiration number):

The SIPC member submitiing this form and the

person by whom itis executed represent thereby -
that all intormation contained herein is true, correct w"/ ';"" - -’CJ‘/' g\/os' ﬂ <

and complete. CeW
L!{J’ 4 ulnetized Signature
Dated the [Af_day of Mestcsh 20§ . Moo ide, L) T

Ty ¢

This form and the assessment paymenl is due 60 days after the end of the fiscal year. Retain the Working Copy of this form
for a period of not less than 6 years, the latest 2 years in an easily accessible place.

|
)
i

Dates:

[~

; Postmarked Received Reviewed

1Y]

E Calculalions e Documeniation Forward Copy e
e .

en Exceptions:

8.

o Disposition of exceptions:



’ DETERMINATION OF “SIPC NET OPERATING REVENUES”

L AND GEMERAL ASSESSMENT X
- Amounts for the,fisgal period
beginning __ ¢/ ¢ /1
and ending J2./3¢ [5
Hem Mo Eliminate cents
22, Tolal revenue {FOCUS Line 12/Part 1A Line 9, Code 4030] 5T, 249, 02|
2b. Additions:

{1) Total revenues from the securilies business of subsidiaries {except lereign subsidiaries) and
predecessors nol included abave.

{2) Net loss from principal transaclions in securities in trading accounis.

74
(3) Net loss from principal transactions in commodities in trading accounts. %
{5) Net losg from management of or participation in the underwriting of distribution of securilies. /@/

{4) Interest and dividend expense deducied in determining item 2a.

{6} Eipenses other than adverlising, printing, registration fees and legal {ges deducted in delermining net
prolit rem management of or participation in underwriting of gistribution of securiligs.

{7) Net loss from securities in investment accounts. I 4

"4 249 02|

Tolal addilions :

2¢. Deductions:

{1) Revenues from the distribution of shares of a registerad open end investment company of unit
investment trust, from the sale of variable annuities, from the business of insurance, from invesiment
advisory services rendered to registered investment companies 0f insurance company separaie 2 r(@q q Zq
accounts, and from lransactions in securily tutures products. i .

{2) Revenues from commodity fransactions.

{3) Commissions, lloor brokerage and clearance pald to other SIPC members in connaction with
securities transactions.

{4) Reimbursements for postage in connection with proxy solicitation.

{5} Net gain from securities in invesiment accounts.

(6) 100% of commissions and markups earned from transactions in {i} certiticates of deposit and
(it} Treasury bills, bankers acceptances of commercial paper that mature nine months or less
{rom issuance date.

ol BRI

{7) Dirsct expenses of printing advertising and lagal fees incurred in connaction with olher revenue
relaled to the securifies business {revenue defined by Section 18{9){L} of the Act).

{8) Other revenue nol refated eithes directly of indirectly to the securities business. | e
{See Instruction C): ———

{Deductions in excess of $100,000 require documentation)

Code 4075 plus line 2b{4) above) but not in excess

{8) (i) Total interest and dividend expense {(FOCUS Line 22/PART HA Line 13,
of total interest and dividend income. ¢

/
(il) 40% of margin interest earned on customers sacurities ﬁ
accounts (40% of FOCUS line 5, Code 3960). $

2 129 429

2d. SIPC Net Operating Revenues $ f., é q’ Q q’Z/—
2¢. General Assessment @ .0025 $ £ 88 q1 {2.-

{to page 1, line 2.A.)

Enter the greater of line {i} or (i)

Total deductions




