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OATH OR AFFIRMATION

I,FQ \c,\'n( A,QL)\_}J\.\'U_\ P , swear (or affirm) that, to the best of
my knowledge and belief the accon&anying financial statement and supporting schedules pertaining to the firm of

B3 FV‘QAQ::\M‘_\L SQ.Q S5 éV\LS =TJY\C. . , as
of \ arv\oos~ S| ,20 4,l » 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 a customer, except as follows:

Signature

Cx0

Title

Sk

~ Nota&/ Public 4

SHERYLL K. KREPP
Commission # 2055029
This report ** contains (check all applicable boxes): Notary Public - California

K, (a) Facing Page. Orange County 2

E (b) Statement of Financial Condition. My Comm. Expires Jan 12 2018

0 (c) Statement of Income (Loss).

O (d) Statement of Changes in Financial Condition.

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

O Statement of Changes in Liabilities Subordinated to Claims of Creditors.

sz (g) Computation of Net Capital. ‘

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

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

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

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

A (1) An Oath or Affirmation.
O ma copy of the SIPC Supplemental Report.
O ma report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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This report is filed in accordance with Rule 17a-5(e)(3) under the Securities Exchange Act of 1934,
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SECID. No. 8-66090

STATEMENT OF FINANCIAL CONDITION
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As oF DECEMBER 31,2014
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CALIFORNIA ALL-PURPOSE ACKNOWLEDGMENT CIVIL CODE § 1189

A notary public or other officer completing this certificate verifies only the identity of the individual who signed the
document to which this certificate is attached, and not the truthfulness, accuracy, or validity of that document.
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who proved to me on the basis of satisfactory evidence to be the person(s) whose name(s) is/are
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his/her/their authorized capacity(ies), and that by his/her/their signature(s) on the instrument the person(s),
or the entity upon behalf of which the person(s) acted, executed the instrument.

I certify under PENALTY OF PERJURY under the laws
of the State of California that the foregoing paragraph
is true and correct.

WITNESS my hand and official seal.

Signature é‘ WM/ULK/%\_G/Q\ )C)

Sign' ture of Notar}/ Public

SHERYLL K. KREPP
Commission # 2055029
Notary Public - California £
Orange County 2

. Expires Jan 12, 2018

Place Notary Seal Above

OPTIONAL
Though this section is optional, completing this information can deter alteration of the document or
fraudulent reattachment of this form to an unintended document.
Description of Attached Document
Title or Type of Document: Document Date:
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Capacity(ies) Claimed by Signer(s)

Signer’s Name: Signer’s Name:

U Corporate Officer — Title(s): [ Corporate Officer — Title(s):

(1 Partner — [ Limited [ General O Partner — [JLimited O General

I Individual I Attorney in Fact O Individual ] Attorney in Fact

[ Trustee [J Guardian or Conservator U Trustee 1 Guardian or Conservator
[ Other: 1 Other:

Signer Is Representing: Signer Is Representing:
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We have audited the accompanying financial statement of D.H. Frederick Securities, Inc. (the
“Company”) (a wholly owned subsidiary of Frederick Capital Corporation), which comprises the
statement of financial condition as of December 31, 2014, and the related notes to the financial
statement. This financial statement is the responsibility of the Company's management. Our
responsibility is to express an opinion on this financial statement based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statement is free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statement. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statement referred to above present fairly, in all material respects,
the financial position of the Company as of December 31, 2014, in conformity with accounting
principles generally accepted in the United States.

The supplemental information as of December 31, 2014 included in Schedule 1 has been
subjected to audit procedures performed in conjunction with the audit of the Company's financial
statement. The supplemental information is the responsibility of the Company's management.
Our audit procedures included determining whether the supplemental information reconciles to
the financial statement or the underlying accounting and other records, as applicable, and
performing procedures to test the completeness and accuracy of the information presented in
Schedule 1. In forming our opinion on the supplemental information, we evaluated whether the
supplemental information, including its form and content, is presented in conformity with 17
C.F.R. § 240.15¢3-1. In our opinion, the supplemental information included in Schedule 1 is
fairly stated, in all material respects, in relation to the financial statement as a whole.

KMT Codim b tmm% Lp
KMJ Corbin & Company LLP

Costa Mesa, California
February 9, 2015

p714 3806565 7143806566 555 AntonBivd Suite 1000 Costa Mesa CA 92626 kmipartnerscpa.com
p 8189995885 f 8187044668 20720 Ventura Bivd Suite 160 Woodland Hills CA 91364
p760 431 5465 | 760 431 5466 2768 Loker Avenue West Suite 101 Carlsbad CA 92010
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DH FREDERICK SECURITIES, INC.
(A WHOLLY OWNED SUBSIDIARY OF FREDERICK CAPITAL CORPORATION)

STATEMENT OF FINANCIAL CONDITION

ASSETS

Cash
Accounts receivable
Prepaid expenses

LIABILITIES AND STOCKHOLDER’S EQUITY

Current liabilities:
Accounts payable and accrued expenses

Commitments and contingencies

Stockholder’s equity:

Common stock, $0.01 par value; 1,000 shares authorized, 1,000

shares issued and outstanding
Additional paid-in capital
Accumulated deficit

Total stockholder’s equity

December 31,
2014

$ 25,122
2,906

— 7192

$___35.220

$_ 3485

10
413,307

381,582
— 31735

$ 35,220

See accompanying notes to financial statement



DH FREDERICK SECURITIES, INC.
(A WHOLLY OWNED SUBSIDIARY OF FREDERICK CAPITAL CORPORATION)

NOTES TO FINANCIAL STATEMENT
As of December 31,2014

L ]
NOTE 1 — GENERAL

DH Frederick Securities, Inc. (the “Company”) was incorporated in the State of California on June
2, 2003 and commenced operations on October 6, 2003. The Company is wholly owned by
Frederick Capital Corporation (“FCC”).

The Company is registered with the Securities and Exchange Commission (“SEC") as a
broker/dealer in securities and is a member of the Financial Industry Regulatory Authority
("FINRA"). The Company is exempt from the provisions of Rule 15¢3-3 (pursuant to paragraph
(k)(2)(i) of such rule) under the Securities Exchange Act of 1934, as the Company is an introducing
broker/dealer which promptly transmits all funds and delivers all securities received in connection
with its activities as a broker/dealer, and does not hold funds or securities for, or owe money or
securities to, customers. Because of such exemptions, the Company is not required to prepare a
determination of reserve requirements and possession or control requirements of Rule 15¢3-3.

Liquidity and Risks

The Company relies on a small group of customers for all of its operating cash flow.

The Company’s ability to continue in existence is dependent on, among other factors, the
Company’s ability to generate adequate cash flows from operations and from debt and equity
financing to fund its operations. The Company has addressed the factors mentioned above by
focusing on its business plan to further develop its customer base. Management believes that this
plan is sufficient to allow the Company to adequately fund its operations through at least
February 28, 2016. In the event that additional funds are required, FCC has committed to
provide such funding.

NOTE 2 —- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Risks, Uncertainties and Concentrations

Net Capital Requirements

The Company must maintain, at all times, minimum net capital of $5,000 or 6-2/3% of aggregate -

indebtedness, whichever is greater, and a ratio of aggregate indebtedness to net capital of less than
15 to 1, as defined under SEC Rule 15¢3-1, “Net Capital Requirements for Brokers or Dealers.” As
of December 31, 2014, the Company had net capital of $21,637, which was $16,637 in excess of the
required minimum net capital and had a ratio of aggregate indebtedness to net capital of 0.16 to 1.




DH FREDERICK SECURITIES, INC.
(A WHOLLY OWNED SUBSIDIARY OF FREDERICK CAPITAL CORPORATION)

NOTES TO FINANCIAL STATEMENT
As of December 31, 2014

L
NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued

Registration

The Company must register with state departments which govern compliance with securities laws in
which it does business. The Company generates a substantial amount of income in the State of
California. Various regulatory requirements exist in each state with which the Company must
comply. Should the Company violate certain state securities laws, it could be prohibited from doing
business in that state.

Cash

At times, the Company may maintain cash balances in excess of the Federal Deposit Insurance
Corporation limits per customer per financial institution.

Revenue Recognition

Commission income is recognized in the period in which services are performed.
Use of Estimates

In the normal course of preparing financial statements in conformity with accounting principles
generally accepted in the United States of America, management is required 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. Significant estimates made by the Company’s management
include but are not limited to, the collectability of receivables. Actual results could differ from
those estimates.

Income Taxes

The Company has elected to be taxed as a qualified subchapter S corporation under the Internal
Revenue Code and under the tax laws of the State of California, pursuant to which taxes on income
of the Company are the responsibility of the stockholder. Under this election, the Company’s
taxable income or loss flows through to the stockholder’s federal and state income tax returns. The
State of California imposes an $800 minimum tax per year, and a tax equal to 1.5 percent of
taxable income, which may be offset by available tax credits and/or loss carryforwards.




DH FREDERICK SECURITIES, INC.
(A WHOLLY OWNED SUBSIDIARY OF FREDERICK CAPITAL CORPORATION)

NOTES TO FINANCIAL STATEMENT

As of December 31, 2014
|

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued

The Company recognizes any uncertain income tax positions on income tax returns at the largest
amount that is more-likely-than not to be sustained upon audit by the relevant taxing authority.
An uncertain income tax position will not be recognized if it has less than a 50% likelihood of
being sustained. There are no unrecognized tax benefits as of the date of adoption. There are no
unrecognized tax benefits included in the statement of financial condition that would, if
recognized, affect the effective tax rate. The Company’s policy is to recognize interest and/or
penalties related to income tax matters in income tax expense. The Company had $0 accrued for
interest and penalties on the Company’s statement of financial condition at December 31, 2014,

The Company is subject to taxation in the U.S. and State of California. The Company does not
foresee material changes to its gross uncertain income tax position liability within the next

twelve months. The Company is no longer subject to IRS or state examinations prior to 2010.

Subsequent Events

The Company has evaluated and determined that no events have occurred subsequent to the
statement of financial condition date and through the date of issuance of this financial statement,
which would require inclusion or disclosure in its financial statement.

NOTE 3 — COMMITMENTS AND CONTINGENCIES

Related Party Transactions

The Company has extensive transactions with FCC, its parent. Accordingly, the accompanying
financial statements may not be indicative of the financial position or results of operations that
would have occurred had the Company operated without this affiliation.

The Company was obligated to pay $3,000 monthly in 2014 in the form of management fees to
FCC for general and administrative service support (including facilities) provided to the Company.
Management fee expense was $36,000, of which $15,000 was recorded as a contributed capital
from FCC, by mutual agreement of the parties, for the year ended December 31, 2014.

During the year ended December 31, 2014, the Company recorded consulting expense of $77,000
for services provided by FCC.

During the year ended December 31, 2014, the Company recorded capital contributions of $3,000
provided by FCC.




DH FREDERICK SECURITIES, INC.
(A WHOLLY OWNED SUBSIDIARY OF FREDERICK CAPITAL CORPORATION)

NOTES TO FINANCIAL STATEMENT

As of December 31, 2014
|

NOTE 3 - COMMITMENTS AND CONTINGENCIES, continued

Indemnities and Guarantees

During the normal course of business, the Company has entered into certain indemnities and
guarantees under which it may be required to make payments in relation to certain transactions.
These indemnities include certain agreements with the Company’s officers, under which the
Company may be required to indemnify such person for liabilities arising out of their employment
relationship. The duration of these indemnities and guarantees varies and, in certain cases, is
indefinite. The majority of these indemnities and guarantees do not provide for any limitation of the
maximum potential future payments the Company could be obligated to make. Historically, the
Company has not been obligated to make any payments for these obligations and no liabilities have
been recorded for these indemnities and guarantees in the accompanying financial statement.




DH FREDERICK SECURITIES, INC.
(A WHOLLY OWNED SUBSIDIARY OF FREDERICK CAPITAL CORPORATION)

SCHEDULE 1 - COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION

—

As of
December 31,
2014
Net capital:
Total stockholder’s equity from statement of financial condition $ 31,735
Deduction:
Unallowable assets (10.,098)
Net capital 21,637
Minimum net capital requirement (the greater of 6-2/3% of
aggregate indebtedness of $3,485 or $5,000) 5,000
Excess net capital $ 16,637
Aggregate indebtedness $ 3,485
Ratio of aggregate indebtedness to net capital 0.16t0 1

NOTE - There are no material differences between the preceding computation and the
Company’s corresponding unaudited Part IIA of Form X-17a-5 as of December 31, 2014.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We have reviewed management's statements, included in the accompanying Exemption Report
of D.H. Frederick Securities, Inc., in which (1) D.H. Frederick Securities, Inc. (the “Company”)
identified the following provision of 17 C.F.R. § 15¢3-3(k) under which the Company claimed
an exemption from 17 C.F.R. § 240.15¢3-3(k)(2)(i) (the "exemption provision") and (2) the
Company stated that the Company met the identified exemption provision throughout the most
recent fiscal year without exception. The Company's management is responsible for compliance
with the exemption provision and its statements.

Our review was conducted in accordance with the standards of the Public Company Accounting
Oversight Board (United States) and, accordingly, included inquiries and other required
procedures to obtain evidence about the Company's compliance with the exemption provision. A
review is substantially less in scope than an examination, the objective of which is the expression
of an opinion on management's statements. Accordingly, we do not express such an opinion.

Based on our review, we are not aware of any material modifications that should be made to
management's statements referred to above for them to be fairly stated, in all material respects,
based on the provisions set forth in paragraph (k)(2)(i) of Rule 15c¢3-3 under the Securities
Exchange Act of 1934.

KMT Cobim ¢ Cm.% Lp
KMJ Corbin & Company LLP

Costa Mesa, California
February 9, 2015

p7143806565 | 7143806566 555 AnionBivd Suite 1000 Costa Mesa CA 92626  kmjpartnerscpa.com
p 8189995885 | 818704 4668 20720 Ventura Blvd Suite 160 Woodland Hills CA 91364
p760 4315465 | 7604315466 2768 Loker Avenue West Suite 101 Carlsbad CA 92010




DH FREDERICK SECURITIES, INC.
5000 BIRCH STREET

SUITE 3000, WEST TOWER

NEWPORT BEACH, CALIFORNIA

U.S.A. 92660.2140

TELEPHONE &49) 476-3720

FAX (949) 476-36843
WWW.DHFREDERICKSECURITIES.COM

MEMBER: FINRA/SIPC

Exemption Report of DH Frederick Securities, Inc.

DH Frederick Securities, Inc. (the "Company") is a registered broker-dealer subject to Rule 17a-
5 promulgated by the Securities and Exchange Commission (17 C.F.R. §240.17a-5, "Reports to
be made by certain brokers and dealers"). This Exemption Report was prepared as required by 17
C.F.R. § 240.17a-5(d)(1) and (4). To the best of its knowledge and belief, the Company states the
following:

1. . The Company claimed an exemption from 17 C.F.R. § 240.15¢3-3 under the
following provision of 17 C.F.R. § 240.15¢3-3:(k)(2)(i)

2. The Company met the identified exemption provisions in 17 C.F.R. § 240.15¢3-
3(k)(2)(i) throughout the year ended December 31, 2014 without exception.

I, Richard Querry, swear (or affirm) that, to my best knowledge and belief, this Exemption
Report is true and correct.

DH Frederick Securities, Inc.

P &) M\Z&) e

By: Richard Querry
Title: Vice President

February 9, 2015



