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/_A MossADAMS

Report of Independent Registered Public Accounting Firm

To the Shareholders and the Board of Directors of

Estrada Hinojosa & Company, Inc.

Opinion on the Financial Statements

We have audited the accompanying statement of financial condition of Estrada Hinojosa & Company,
Inc. (the Company) as of December 31, 2021, the related statements of income, changes in
stockholders' equity, and cash flows for the year then ended, and the related notes (collectively
referred to as the "financial statements"). In our opinion, the financial statements present fairly, in all
material respects, the financial position of the Company as of December 31, 2021, and the results of
its operations and its cash flows for the year then ended, in conformity with accounting principles
generally accepted in the United States of America.

Basis for Opinion

These financial statements are the responsibility of the Company's management. Our responsibility is
to express an opinion on the Company's financial statements based on our audit. We are a public
accounting firm registered with the Public Company Accounting Oversight Board (United States)
(PCAOB) and are required to be independent with respect to the Company in accordance with the
U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange
Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB.Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement, whether due to error or fraud. Ouraudit included

performingproceduresto assessthe risksof materialmisstatementof the financial statements,
whether due to error or fraud, and performing procedures to respond to those risks. Such procedures

included examining, on a test basis, evidence regarding the amounts and disclosures in the financial
statements. Our audit also included evaluating the accounting principles used and significant
estimates made by management,as well as evaluating the overall presentation of the financial
statements. We believe that our audit provides a reasonable basis for our opinion.
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Opinion on the Supplemental Information

The supplemental information in Schedules I and II, have been subjected to audit procedures
performed inconjunction with the audit of the Company's financial statements. The information in
Schedules I and II is the responsibility of the Company's management. Our audit procedures include

determining whether the information in Schedules I and Il reconcile to the financial statements or the
underlying accounting andother records,as applicable, and performing proceduresto test the
completeness and accuracy of the information presented in Schedules I and II. In forming our opinion
on the information in Schedules Iand II, we evaluated whether the information in Schedules I and II,
including its form and content is presented in conformity with 17 C.F.R.§240.17a-5. In our opinion,
the information in Schedules I and II is fairly stated in all material respects in relation to the financial
statements as a whole.

%edatoxxoCLP
Dallas, Texas
March 16, 2022

We have served as the Company's auditor since 2021.
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ESTRADA HINOJOSA & COMPANY, INC.
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2021

Assets

Cash and cash equivalents $ 4,376,725
Cash deposits with clearing organization 2,039,022
Investments, at fair value 1,250,100
Securities owned at market 644,725
Trade receivables 684,516
Receivables from brokers and dealers 193,259
Property and equipment, net 197,545
Prepaid expenses 363,434
Right-of-use asset 1,599,151
Other assets 363,776

Total Assets $ 11,712,253

Liabilities and Stockholders' Equity

Liabilities

Accounts payable and accrued expenses $ 887,777
Federal and state taxes payable 109,736
Payable to broker-dealers and clearing organizations 644,725
Lease liability 1,612,805
Deferred tax liability 27,192

Total Liabilities 3,282,235

Stockholders' Equity
Common stock, $.01 par value,

1,000,000 shares authorized,

11,951sharesissuedand 9,715outstanding 120
Additional paid-in capital 378,989
Treasury stock, 2,236 shares (1,236,511)
Retained earnings 9,287,420

Total Stockholders' Equity 8,430,018

Total Liabilities and Stockholders' Equity $ 11,712,253

The Notes to Financial Statements are
an integral part of this statement.
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ESTRADA HINOJOSA & COMPANY, INC.
STATEMENT OF INCOME

YEAR ENDED DECEMBER 31, 2021

Revenue

Underwriting $ 4,416,940
Financialadvisory 11,096,093
Interest and other income 52,671

Total revenue 15,565,704

Operating expenses

Commissions 668,250
Clearing costs 12,910
Employee compensation 10,744,780
Office rent 437,856
Depreciation 55,942
Other operating expenses 3,250,910

Total operating expenses 15,170,648

Net Operating income 395,056

Other income- Gain on extinguishment of debt 798,195

income before income taxes 1,193,251

Income tax expense 162,340

Net income $ 1,030,911

The Notes to Financial Statements are
an integral part of this statement.
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ESTRADA HINOJOSA & COMPANY, INC.
STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY

YEAR ENDED DECEMBER 31, 2021

Common

Stock Additional

$.01Par Paid-in Treasury Retained

Value Capital Stock Earnings Total

Balance,

December 31, 2020 $ 120 $ 333,844 $ (1,054,735) $ 8,279,147 $ 7,558,376

Issuance of stock to employees - - 45,272 (22,638) 22,634

Purchase of treasury stock - - (227,048) - (227,048)

Stock compensation expense - 45,145 - - 45,145

Net income - - - 1,030,911 1,030,911

Balance,

December 31, 2021 $ 120 $ 378,989 $ (1,236,511) $ 9,287,420 $ 8,430,018

The Notes to Financial Statementsare
an integral part of this statement.
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ESTRADA HINOJOSA & COMPANY, INC
STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31, 2021

Cash Providedby OperatingActivities:
Net income $ 1,030,911
Adjustments to reconcile net income to cash provided by operating activities

Depreciation expense 55,942
Gain on extinguishment of debt (798,195)
Stock compensation expense 45,145
Deferred income taxes (13,256)
(Increase)/decrease in assets

Right-of-use asset (1,201,648)
Net change in investments 727,350
Securities owned at market (644,725)
Trade receivables 33,418
Receivables from brokers and dealers 4,069
Prepaid expenses (66,667)
Other assets 159,715

increase/(decrease) in liabilities
Accounts payable and accrued expenses 356,745
Federal and state taxes payable (116,569)
Right-of-use lease liability 1,209,016

Cash provided by Operating activities 781,251

Cash provided by Investing Activities
Purchases of property and equipment (94,331)

Cash provided by investing activities (94,331)

Cash provided by Financing Activities
Payable to Clearing 644,725
Paymentson notespayable (368,527)
Sale of treasury stock 22,638
Purchase of treasury stock (227,048)

Cash provided by Financing activities 71,788

Net change in Cash and cash equivalents 758,708

Cash and cash equivalents at Beginning of Year 5,657,039

Cashand cash equivalents at End of Year $ 6,415,747

Cash at end of year consists of:
Cash and cash equivalents $ 4,376,725
Cash and cash equivalents deposits with clearing organizations 2,039,022

$ 6,415,747

Supplemental disclosure of noncash operating activities Right-of-use assets
obtain in exchange for new operating lease liabilities $ 1,496,320

The Notesto FinancialStatementsare
an integral part of this statement.
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ESTRADA HINOJOSA & COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 1. ORGANIZATION AND NATURE OF BUSINESS

Estrada Hinojosa & Company, Inc. (the Company) is a municipal securities dealer registered
with the Securities and Exchange Commission (SEC) and a member of the Financial
Industry Regulatory Authority (FINRA). The Company is a Texas Corporation.

NOTE 2. SIGNIFICANT ACCOUNTING POLICIES

Concentration of Credit Risk

The Company maintains its cash at its clearing correspondent broker dealer and in bank
deposit accounts which, at times, may exceed federally insured limits. The Company has
not experienced any losses in such accounts and believes it is not exposed to any
significant credit risk on cash and cash equivalents.

Basis of Presentation

The Company is engaged in investment banking services which comprises several
classes of services, including underwriting activities, financial advisory services,
placement agent services, continuing disclosure submission services, and secondary
market sales. The accompanying Financial Statements have been prepared in
accordance with Generally Accepted Accounting Principles (GAAP).

Use of Estimates in the Preparation of Financial Statements

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

Reclassification

Certainprioryear balanceshavebeenreclassifiedfor consistencywiththe currentyear.
These reclassifications had no effect on the reported balances.

Accounts Receivable

Receivables are reported in the statement of financial condition at outstanding principal
adjusted for any allowance for credit losses. The receivable is recognized upon
completion of the performance obligation to the customer and collateral is not required.
An allowance for credit losses is recognized by management based upon a review of
specific customer balances, historical losses (bad debts) incurred and general economic
conditions. The Company's expectation is that credit risk is not significant until receivables
are more than 180 days past due. As of December 31, 2021, the Company had no
accounts that management believed were doubtful of being collected. Receivables related
to contracts with customers as of December 31, 2020 were $717,935.
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ESTRADA HINOJOSA & COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 2. SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Property and Equipment

Property and equipment are stated at cost, less accumulated depreciation. Depreciation
on property and equipment is provided in amounts sufficient to relate the cost of the
assets to operations over their estimated service lives from three to seven years using
the straight-line method.

Major repairs or replacements which increase the useful lives of property and equipment
are capitalized. Maintenance repairs and minor replacements are charged to operations
as incurred. Propedy and equipment retirements are removed from the records at their
cost and related accumulated depreciation and any resulting gain or loss is included in
operations.

Leases

The Company determines if an arrangement is a lease at inception. Operating leases
are included in right-of-use ("ROU") assets, and lease liabilities in our statement of
financial condition. Operating lease ROU assets and operating lease liabilities are
recognized based on the present value of the future minimum lease payments over the
lease term at commencement date. As most of our leases do not provide an implicit rate,
we use our incremental borrowing rate based on the information available at
commencement date in determining the present value of future payments. The operating
lease ROU asset also includes any lease payments made and excludes lease incentives
and initial direct costs incurred. Lease expense for minimum lease payments is recognized
on a straight-line bases over the lease term.

For leases with a term of 12 months or less, the Company has made an accounting policy
election by class or underlying asset not to recognize lease assets and lease liabilities.
TheCompanyelectedthis practicalexpedientandhasnot accountedfor leaseswith lease
term of 12 months or less. Lease payments for these leases incurred for the year ended
December 31, 2021 is included on the Statement of Income with Office rent.

Revenue Recognition

The Company recognized revenue in accordance with Financial Accounting Standards
Board (FASB) Accounting Standards Codification (ASC) 606, Revenue from Contracts
with Customers, which provides accounting guidance on the recognition of revenues
from contracts and requires gross presentation of revenues and certain costs. Revenue
from contracts with clients is recognized when the Company satisfies performance
obligations by transferring the service to the client. A service is transferred to a client
when the client obtains control and benefit of that service. The amount of revenue
recognized reflects the consideration the Company expects to be entitled to in exchange
for the service.
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ESTRADA HINOJOSA & COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 2. SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Revenues from the Company's investment banking operations include fees for financial
advisory services and underwriting activities and gains and losses on secondary market
sales.

The Company engages in the underwriting of municipal debt securities for governmental
entities and public/private conduit issuers that use the proceeds from the sale of such
securities for purposes specified in the issuer's official statement. Revenues arising from
the primary offering of municipal debt securities for governmental entities and
public/private conduit issuers for the portion of the bonds the Company is contracted to
purchase are recognized on the trade date. The Company believes that the trade date is
the appropriate point in time to recognize revenue arising from transactions of municipal
debt underwritings since the terms of the transaction have been established, beneficial
ownership has been transferred, all performance obligations have been satisfied, there
are no significant variable constraints and there is no significant action which the
Company must undertake subsequent to this date.

The Company recognizes an underwriting expense at the time the related revenues are
recorded. In the event that transactions are not completed, and the securities are not
issued, the Company immediately expenses these costs.

The Company provides financial advisory services to governmental entities and
public/private conduit issuers of municipal securities. Revenues are earned from fees
arising from the rendering of financial advice with respect to a public or private issuance
of municipal securities or the structuring of a bank loan on behalf of the governmental
entities and/or public/private conduit issuers. The Company recognizes financial
advisory fees at a point in time when the related transaction or engagement is
successfully completed, i.e.closing date. The Company believes that closing date is the
appropriate point in time to recognize revenues arising from financial advisory services
as that is when the customer receives the benefit of the services, all performance
obligations have been satisfied, there are no significant variable constraints.

The Company defers financial advisory expenses only to the extent they are explicitly
reimbursable by the financial advisory client and records expenses when the related
revenue has been recognized. Expenses reimbursed by our clients are recognized as
financial advisory revenues; otherwise, financial advisory expenses are recognized as
they are incurred.

Fees for placement agent services and continuing disclosure submission services are
recorded when earned and are considered earned when the service has been delivered
to the customer.

Interest and other income represent revenues that are not within the scope of ASC 606.

The economic conditions which affect the Company's operations are related to overall
trends in the economy and can be significantly influenced by changes in interest rates
and overall market conditions.

9



ESTRADA HINOJOSA & COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 2. SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Income Taxes

Income taxes are provided for the tax effects of transactions reported in the financial
statements and consist of taxes currently due plus deferred taxes related primarily to
temporary differences between the financial statement carrying amounts of existing
assets and liabilities and their respective tax bases.

Deferred tax assets and liabilities, if any, represent the future tax return consequences of
those differences, which will be taxable or deductible when the assets and liabilities are
recovered or settled. The measurement of deferred tax assets is reduced by a valuation
allowance if, based on available evidence, it is more likely than not that some or all of
the deferred tax assets will not be realized. Management fully expects to utilize the
deferred tax assets recorded and no allowance has been reflected in the financial
statements.

Changes in future tax rates are recognized upon enactment of the new rates and are
recorded as a component of income tax expense.

The Company recognizes and measures any unrecognized tax benefits in accordance
with ASC 740, Income Taxes. Under that guidance the Company assesses the
likelihood, based on their technical merit, that tax positions will be sustained upon
examination based on the facts, circumstances, and information available at the end of
each period.

The measurement of unrecognized tax benefits is adjusted when new information is
available, or when an event occurs that requires a change.

As of December 31, 2021, the Company, using that guidance, has no uncertain tax
positions that qualify for either recognition or disclosure in the financial statements.

Statement of Cash Flows

For purposes of the statement of cash flows, the Company has defined cash equivalents
as highly liquid investments, with original maturities of less than three months that are not
held for sale in the ordinary course of business.

Risk Management and New Operations

During 2021, senior management implemented a new strategic plan for the Company.
This involved expanded staffing, technological investment, and management oversight
to begin expanded operations. The Company has begun to expand into competitive
underwriting. There have been increased trading operations in the fixed income
secondary market, including proprietary trading.
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ESTRADA HINOJOSA & COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 2. SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Many of these operations involve greater capital requirements (such as proprietary
trading) or carry larger risks to the Company's required Regulatory Net Capital
(Competitive Undenuriting). Company management has increased its monitoring of
Regulatory Net Capital and is developing formalized position and risk limits.

Deposit with Clearing Broker-Dealer

Deposit with clearing broker-dealer represents cash required to be maintained at the
clearing broker-dealer for clearing and trading activities. The Company conducts business
with one clearing broker-dealer for its undenuriting activities. The availability of these
funds to the Company is governed by the agreements with the clearing firms and may
vary depending upon the margin requirement on securities owned and securities sold
short.

NOTE 3. FAIR VALUE

Fair Value Measurement

Investments are recorded at fair value and investment transactions are recorded on the
trade date. ASC 820 Fair Value Measurement, defines fair value, establishes a
framework for measuring fair value and establishes a fair value hierarchy which
prioritizes the inputs to valuation techniques. Fair value is the price that would be
received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date.

A fair value measurement assumes that the transaction to sell the asset or transfer the
liability occurs in the principal market for the asset or liability or, in the absence of a
principal market, the most advantageous market. Valuation techniques that are
consistent with the market, income or cost approach, as specified by ASC 820, are used
to measure fair value.

The fair value hierarchy prioritizes the inputs to valuation techniques used to measure
fair value into three broad levels:

Level 1 inputs: inputs are quoted prices (unadjusted) in active markets for identical
assets or liabilities the Company has the ability to access.

Level 2 inputs: inputs that are observable for the asset or liability, either directly or
indirectly, including quoted prices for similar assets or liabilities in active markets,
quoted prices for identical or similar assets in markets that are not active, and other
observable inputs other than quoted market prices included within level 1.
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ESTRADA HINOJOSA & COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 3. FAIR VALUE - CONTINUED

Level 3 inputs: are significant unobservable inputs for the asset or liability and rely
on management's own assumptions about the assumptions that market participants
would use in pricing the asset.

At December 31, 2021, the Company's investments consist of certificates of deposit with
original maturities greater than 90 days valued at $1,250,100. Broker pricing is used for
valuation of certificates of deposit and is based on pricing of similar assets. For the year
ended December 31, 2021, unrealized losses were $15,195 and are included in other
income in the statement of income.

At December 31, 2021, securities owned at fair value of $644,725 consist of
underwritten bond issues which did not sell out but which will be sold in the secondary
market, and are offset by payables to broker-dealers and clearing organization.

The following table presents the Company's fair value hierarchy for those assets
measured at fair value on a recurring basis as of December 31, 2021.

Fair Value Measurements on a Recurring Basis
As of December 31, 2021

Assets Level 1 Level 2 Level 3 Total

securities owned at market $ $ 644,725 $ $ 644,725
Certificates of deposit - 1,250,100 - 1,250,100

TOTALs $ - $ 1,894,825 $ - $ 1,894,825

NOTE 4. RECEIVABLE FROM AND PAYABLE TO BROKER-DEALERS AND CLEARING
ORGANIZATIONS

Amounts receivable from and payable to broker-dealers and clearing organizations at
December 31, 2021, consist of the following:

Receivable Payable

Deposits forsecurities borrowed/loaned $ 2,013,691

Receivables frombrokers and dealers 193,259

other 25,331

$ 2,232,281 $

12



ESTRADA HINOJOSA & COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 4. RECEIVABLE FROM AND PAYABLE TO BROKER-DEALERS AND CLEARING
ORGANIZATIONS - CONTINUED

At December 31 2021, the above balance is included in cash deposits with clearing
organization $2,039,022 and receivables from brokers and dealers $193,259 are recorded in
the statement of financial condition.

The Company clears all customer transactions through another broker-dealer on a fully
disclosed basis.

NOTE 5. PROPERTY AND EQUIPMENT, NET

Property and equipment consists of the following at December 31, 2021:

Property and Eauipment

Computer equipment and software $ 658,893
Furniture and fixtures 143,473
Leasehold improvements 73,336

875,702
Accumulated depreciation (678,157)

Property and Equipment, Net $ 197,545

NOTE 6. LONG-TERM DEBT

During2008, theCompanyenteredintoa seatoptionagreementthrougha long-termnote.The
note payable consisted of 30 annual payments of $40,000 including 8.15% interest beginning
March 1, 2009 and ending January 1, 2039. The Company terminated the agreement on April 19,
2021. There was no outstanding principal balance as of December 31, 2021.

NOTE 7. OPERATING LEASES

The leases recognized under ASC 842, pertain to office leases in nine locations across the
country.These are for various non-cancellable lease terms ranging from 12 to 91 months with
monthly rental payments in the range of $450 to $16,849. Since the Company is not reasonably
certain that it will exercise the option to extend the leases beyond the respective non-cancellable
periods, the Company has not included the option period in the lease term for any of the leases
accounted under ASC 842. The Company recognized ROU assets in the amount of $1,496,320
and lease liabilities in the amount of $1,501,322 related to new leases signed in 2021.
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ESTRADA HINOJOSA & COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 7. OPERATING LEASES - CONTINUED

Rent expense for the year ended December 31, 2021, was $437,856 and is included in the office
rent line on the statementof income.Undiscountedcash flows on operatinglease liabilitiesis
$1,612,805 as of and for the year ended December 31, 2021.

The following schedule of future minimum lease payments under operating leases, is as follow:

Year Ended
December 31 Total

2022 $ 350,952
2023 308,947
2024 298,300
2025 279,919
2026 220,157

Thereafter 453,793
Total lease payments 1,912,068

Imputed interest 299,263
Total lease liability $ 1,612,805

The weighted average remaining lease term is 74 months, and the weighted average discount
rate is 5.5%.

NOTE 8.DEBT FORGIVENESS

The Company received a loan from BBVA USA, in the amount of $798,195 under the Paycheck
ProtectionProgramestablished by the Coronavirus Aid, Relief, and Economic Security (CARES)
Act. The loan was subject to a note dated April 28, 2020 with a maturity date of April 28, 2022.

The Company submitted the Paycheck Protection Program Forgiveness application on June 23,
2021. The loan was used for eligible expenditures such as payroll and other expenses describe in
the CARES Act. The loan was forgiven in full in 2021.

NOTE 9. NET CAPITAL REQUIREMENTS

The Company is subject to the SEC Uniform Net Capital Rule (SEC Rule 15c3-1), 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; and the rule of the
"applicable" exchange also provides that equity capital may not be withdrawn, or cash dividends
paid if the resulting net capital ratio would exceed 10 to 1. At December 31, 2021, the Company
had net capital of $7,344,081 which was $7,233,633 in excess of its required net capital of
$100,000. The Company's net capital ratio was 0.22 to 1.
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ESTRADA HINOJOSA & COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 10. INCOME TAX EXPENSE

Income tax expense consists of the following at December 31, 2021:

Income taxes
Federal:

Current $ 122,395
Deferred (13,257)

State:

Current 53,202
Deferred

Total tax expense (benefit) $ 162,340

Current income tax expense differs from the tax computed by applying the federal statutory
rates to income before taxes principally because of state income taxes and non-deductible
expenses for tax purposes, and differences between the book and tax basis of the assets and
liabilities.

Components of the net deferred tax asset (liability) are as follows at December 31, 2021:

Deferred tax assets resulting from:
ROU deferred tax asset $ 350,256
Reimbursable expenses 24,507

Total deferred tax assets $ 374,763

Deferred tax liability resulting from:
ROU deferred tax liaility $ (347,616)
Stock compensation (11,440)
Property and equipment (42,899)

Total deferred tax liabilities $ (401,955)

Deferred tax liabilities, net $ (27,192)
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ESTRADA HINOJOSA & COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 11. RETIREMENT PLAN

Effective January 1, 2002, the Company adopted a 401(k) retirement plan that covers all
employees that complete a minimum of six months of service. Eligible employees may
contribute any amount to the plan, up to the statutory maximum permitted. Each year, the
Company has the discretion to make a non-elective contribution to the accounts of each
employee eligible to participate in the plan. The Company's contribution to the plan for 2021
was $241,568.

NOTE 12. RELATED PARTY TRANSACTIONS

The Company rents a property on a month to month basis in South Padre Island, Texas from
an affiliate related through common ownership. Total included in rental expense was $87,000
for the year ended December 31, 2021.

The Company entered into an agreement to lease an aircraft on February 22, 2021 on a
monthly basis from an affiliate party. Total lease expense was $419,494 for the year ended
December 31, 2021.

NOTE 13. STOCK REPURCHASE AGREEMENT

The Company adopted an employee stock purchase plan in order to offer 2,350 shares to
various key employees in 2015.

During 2021, 80 shares were purchased by employees at $282.95 per share for a total of
$22,638. The Company bought back 359 shares with a cost of $227,048 for an average
price of $632.44 per share.

The employeestock purchaseplan includesa provisionthat if employmentis terminated
within three years of the purchase date (vesting period), the stock must be sold back to the
Company at the lesser of the price paid by the employee or the book value per share at the
termination date. Compensation expense related to the sale of shares at a discount will be
amortized over the next three years for each installment. Compensation expense of $45,145
was recognized during the year ended December 31, 2021.

NOTE 14. SUBSEQUENT EVENTS

The Company has evaluated subsequent events through March 16, 2022, which is the date
the financial statements were available to be issued.
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ESTRADAHINOJOSA & COMPANY, INC.
SCHEDULEI - COMPUTATION OF NET CAPITALUNDER RULE15c3-1

OFTHESECURITIESANDEXCHANGECOMMISSION

DECEMBER31,2021

Net Capital Computation:

Total shareholders' equity $ 8,430,019
Non-allowable assets -

Trade receivables (445,880)

Prepaid expenses, other assets, and receivables from affiliates (390,829)

Property and equipment, net (197,545)
Net capital before haircuts on security positions 7,395,765

Haircuts on securities (51,684)
Net Capital $ 7,344,081

Computation of Basic Net Capital Requirement:

Minimum net capital requirement $ 110,448

Minimum doliar net capital requirement $ 100,000

Net capital requirement $ 110,448

Excess net capital $ 7,233,633

Net capital lessgreater of 10% of aggregate indebtedness

or 120% of minimum dollar net capital requirement $ 7,267,492

Computation of Aggregate Indebtedness:

Total aggregate indebtedness $ 1,655,891

Percentageof aggregateindebtednessto net capital 22.55%

RECONCILEMENTOFUNAUDITED 12/31/21 NETCAPITALREPORTEDON 1/26/22

TO AUDITED 12/31/21 NETCAPITALREPORTEDWITH FINAL12/31/21 AMENDMENT:

OWNERSHIP EQUITY AS REPORTED JANUARY26,2022 (UNAUDITED) 8,363,756

AUDITEDDECEMBER31,20210WNERSHIP EQUITY 8,430,018
AUDITED INCREASETO EQUITY: 66,262

Net Effect of Audit Adjustments $ 66,262
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ESTRADAHINOJOSA & COMPANY, INC.
SCHEDULEli -STATEMENTS REGARDINGRULE15c3-3 OF THE

SECURITIESAND EXCHANGECOMMISSION

DECEMBER31,2021

Computation for Determination of the Reserve Requirement Pursuant to Rule 15c3-3:

The Company isexempt from maintaining a special reserve account under the
provisions of SECRule 15c3-3 (k)(2)(ii).

Information Relating to the Possession or Control Requirement as required by Rule 15c3-3:

Information relating to the possessionor control requirements is omitted as the

Company has no customer securities in its possessionor under its control.

Statement of Changesin Liabilities Subordinated to Claimsof General Creditors Pursuant

To Rule 17a-5(d)(2):

There were no liabilities which were subordinated to the claims of general

Creditors at December 31, 2021or for the year then ended.
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ESTRADA HINOJOSA & COMPANY,INC.

EXEMPTION REPORT

Estrada Hinojosa & Company, 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 broker and dealers'}. This exemption Report was prepared as
required by 17 C.F.R.240.17a-5(d}(l} and (4}. To the best of its knowledge and belief, the
Company states the following:

Estrada Hinojosa & Company, Inc., is exempt from 17 C.F.R.240.15c3-3 under the

following provisions of 17 C.F.R.240.15c3-3(k} as the Firm operates under the (k}(2}(ii}
exemption. All customer transactions are cleared through Hilltop Securities, Inc. ("Hilltop"}
on a fully disclosed basis. The Firm has met the (k}(2}(ii} exemption throughout the most
recent fiscal year without exception (2021).

Estrada Hinojosa & Company, Inc.

I,Noe Hinojosa, Jr.,swear that, to my best knowledge and belief, this Exemption Report is
true and correct.

By:

President & CEO

March l1, 2022

CC: Scott E. Felt, CCO & FINOP
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MOSSADAMS

Report of Independent Registered Public Accounting Firm

To the Shareholders and the Board of Directors of
Estrada Hinojosa & Company, Inc.

We have reviewed management's statements, included in the accompanying Estrada Hinojosa &
Company, Inc.'s (the Company) Exemption Report in which:

1) The Company states the Company claims an exemption under paragraph (k)(2)(ii) of 17 C.F.R.
§240.15c3-3 (the exemption provisions); and

2) The Company states the Company met the identified exemption provisions throughout the most
recent fiscal year without exception.

The Company's management is responsible for compliance with the exemption provisions 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 provisions. 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)(ii) of 17 C.F.R. §240.15c3-3.

%» ÁAmoLLP
Dallas, Texas
March 16, 2022
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Report of Independent Registered Public Accounting Firm

To the Shareholders and the Board of Directors of

Estrada Hinojosa & Company, Inc.

We have performed the procedures included in Rule 17a-5(e)(4) under the Securities Exchange Act
of 1934 and in the Securities investor Protection Corporation (SIPC) Series 600 Rules, which are
enumerated below on the accompanying General Assessment Reconciliation (Form SIPC-7) for the
year ended December 31, 2021. Management of Estrada Hinojosa & Company, Inc.(the Company)
is responsible for its FormSIPC-7 and for its compliance with the applicable instructions on Form
SIPC-7.

Management of the Company has agreed to and acknowledged that the procedures performed are
appropriate to meet the intended purpose of assisting the Company and SIPC in evaluating the
Company's compliance with the applicable instructions on Form SIPC-7 for the year ended
December 31, 2021. Additionally, SIPC has agreed to and acknowledged that the procedures
performed are appropriate to meet their purposes. This report may not be suitable for any other
purpose. The procedures performed may not address all the items of interest to a user of this report
and may not meet the needs of all users of this report and, as such, users are responsible for
determining whether the procedures performed are appropriate for their purposes. The sufficiency of
these procedures is solely the responsibility of those parties specified in this report. Consequently, we
make no representation regarding the appropriateness of the procedures described below either for
the purpose for which this report has been requested or for any other purpose.

The procedures we performed and our findings are as follows:

1. Compared the listedassessment payments in FormSIPC-7 with respective cash
disbursement records entries noting nodifferences.

2. Compared the Total Revenue amounts reported on the Annual Audited Report Form X-17A-5

Part lil for the year ended December 31, 2021, with the Total Revenue amounts reported in
Form SIPC-7 for the year ended December 31, 2021 noting the following difference: total
revenue on the Form SIPC-7 is overstated by $798,195, which is the amount of the
Company's Payroll Protection Program loan forgiveness. This amount is deducted on line
2c(8).

3. Compared any adjustments reported in FormSIPC-7 with supporting schedules andworking
papers noting no differences.

4. Recalculated the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in
the related schedules and working papers supporting the adjustments in procedure 3 above
noting nodifferences.

5. Compared the amount of any overpayment applied to the current assessment with the Form
SIPC-7 on which it was originally computed noting no differences.
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We were engaged by the Company to perform this agreed-upon procedures engagement and
conducted our engagement in accordance with attestation standards established by the American
Institute of Certified Public Accountants and in accordance with the standards of the Public Company
Accounting Oversight Board (United States). An agreed-upon procedures engagement involves
performing specific procedures that the engaging party has agreed to and acknowledged to be
appropriate for the intended purpose of the engagement and reporting on findings based on the
procedures performed. We were not engaged to and did not conduct an examination or a review
engagement, the objective of which would be the expression of an opinion or conclusion,
respectively, on the Company's Form SIPC-7 and for its compliance with the applicable instructions
on Form SIPC-7 for the year ended December 31, 2021. Accordingly, we do not express such an
opinion or conclusion. Had we performed additional procedures other matters might have come to our
attention that would have been reported to you.

We are required to be independent of Company and to meet our other ethical responsibilities in
accordance with the relevant ethical requirements related to our agreed-upon procedures
engagement.

This report is intended solely for the information and use of Company and SIPC and is not intended
to be, and should not be, used by anyone other than these specified parties.

%>Ávtano LLP
Dallas, Texas
March 16, 2022
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MOSSADAMS

COMMUNICATIONS WITH THE BOARD OF DIRECTORS

To the Board of Directors of

Estrada Hinojosa & Company, Inc.

We have audited the financial statements of Estrada Hinojosa & Company, Inc.(the Company) as of and

for the year ended December 31, 2021, and have issued our report thereon dated March 16, 2022.
Additionally, we have reviewed the Company's Exemption Report and have issued our report dated

March 16, 2022.The Public Company Accounting Oversight Board (PCAOB) standards require that we
provide you with the following information related to our audit.

OUR RESPONSIBILITY UNDER STANDARDS SET BY THE PUBLIC COMPANY ACCOUNTING

OVERSIGHT BOARD (PCAOB)

As stated in our engagement letter dated September 1, 2021, our responsibility, as described by PCAOB
standards, is to form and express an opinion about whether the financial statements prepared by
management with your oversight are fairly presented, in all material respects, in conformity with

accounting principles generally accepted in the United States of America (U.S.GAAP). Our audit of the

financial statements does not relieve you or management of your responsibilities.

It is also our responsibility, as stated within the signed engagement letter and professional services

agreement dated September 1, 2021, to review management's statements included in the Company's
Exemption Report prepared as required by 17 C.F.R.§240.17a-5(d)(1) and (4). The statements include
the identification of the provisions under which the Company claimed an exemption from SEC Rule

15c3-3; that the Company met the identified exemption provisions throughout the year without

exception; and the identification, if applicable, of any exceptions in meeting the identified exemption

provision.

Our responsibility is to plan and perform the audit and review in accordance with standards of the

PCAOB,and to design the audit to obtain reasonable, rather than absolute, assurance about whether the
financial statements are free from material misstatement. An audit of financial statements includes

consideration of internal control over financial reporting as a basis for designing 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 over financial reporting. Accordingly, we considered the

Company's internal control solely for the purpose of determining our audit procedures and not to
provide assurance concerning such internal control.

We are also responsible for communicating significant matters related to the financial statement audit

and review that, in our professional judgment, are relevant to your responsibilities in overseeing the

financial reporting process. However, we are not required to design procedures for the purpose of
identifying other matters to communicate to you.

1



PLANNED SCOPEAND TIMING OF THE AUDIT

We performed the audit according to the planned scope and timing previously communicated to you in
the engagement letter dated September 1, 2021, and our planning letter dated September 1, 2021.

SIGNIFICANT AUDIT FINDINGS AND ISSUES

Significant Accounting Policies and Practices

Management is responsible for the selection and use of appropriate accounting policies. The significant

accounting policies used by the Company are described in Note 2 to the financial statements. No new

accounting policies were adopted, and there were no changes in the application of existing policies
during the year.We noted no transactions entered into by the Company during the year for which there

is a lack of authoritative guidance or consensus. There are no significant transactions that have been
recognized in the financial statements in a different period than when the transaction occurred.

Critical Accounting Policies and Practices

A Company's accounting policies and practices that are (a) most important to the portrayal of the

Company's financial condition and results, and (b) require management's most difficult, subjective or

complex judgments, are considered critical accounting policies and practices. Often, a matter is critical

as it arises as a result of the need to make estimates about the effects of matters that are inherently

uncertain. We believe the following policies and practices are deemed critical:

• The existence of receivables and occurrence and cut-off of revenues recognized.

• The completeness and cutoff of liabilities and compensation expense recognized.

• The existence, completeness, and disclosure of related party transactions.
• The accuracy of supplemental information prepared in response to SECRule 17a-5.

The Company's financial statement disclosures sufficiently describe revenue recognition and related

party transactions. We suggested no modifications to these disclosures.

Critical Accounting Estimates

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 becauseof their significance
to the financial statements and because of the possibility that future events affecting them may differ
significantly from those expected. We reviewed management's assumptions and obtained corroborating
evidence to support management's estimates. We identified no critical accounting estimates.
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Significant Unusual Transactions

Significant unusual transactions are transactions that are outside the normal course of business for the

company or that otherwise appear to be unusual due to their timing, size, or nature. Often times, these

transactions will require significant estimates by management that greatly impact the financial
statements. We noted no significant unusual transactions during our audit of the financial statements.

REQUIRED COMMUNICATIONS

Qualitative Aspects of Accounting Practices

We are required to evaluate the qualitative aspects of the Company's accounting practices, including
potential bias in management's judgments. Forms of bias may include (1) selective correction of

misstatements or identification of additional adjusting entries; (2) bias in the selection and application

of accounting principles; and (3) bias in accounting estimates. We completed our evaluation of the

qualitative aspects of significant accounting policies and practices, and did not identify bias in

management's judgments. We are also required to evaluate accounting estimates for bias, including

whether estimates, while individually reasonable, may not be the estimate best supported by audit

evidence. We are also required to perform a retrospective review of estimates and consider "swings" in
estimates. We did not observe a trend of bias by management or "swings" in estimates to achieve an

expected or desired outcome.

Financial Statement Presentation

We are required to evaluate whether the presentation of the financial statements and related

disclosures are in conformity with U.S.GAAP, including the auditor's consideration of the form,
arrangement, and content of the financial statements. We have performed the evaluation and believe the

financial statements and related disclosures are presented fairly, in all material respects, and in
conformity with U.S.GAAP.

Alternative Accounting Treatments

If we have discussed alternative accounting treatments permissible under U.S.GAAP with management,

we are required to communicate the ramifications of this alternative and our preference to you.We did

not discuss any alternative accounting treatments with management.

Other Information in Documents Containing Audited Financial Statements

Our audit was made for the purpose of forming an opinion on the financial statements as a whole. The

information contained in Schedules I and II 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.
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The information in Schedules I and II have 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 the standards of the Public Company Accounting Oversight Board (United States). In our opinion,

the information in Schedules I and II is fairly stated in all material respects in relation to the financial
statements taken as a whole.

Difficult or Contentious Matters for which the Auditor Consulted

We are required to communicate to you matters that are difficult or contentious for which we consulted

outside the engagement team and that we reasonably determined are relevant to your oversight of the

financial reporting process. We did not consult outside the engagement team.

Auditor's Evaluation of the Company's Ability to Continue as a Going Concern

We are required to communicate matters to you, when applicable, relating to our evaluation of the

Company's ability to continue as a going concern for a reasonable period of time. No conditions and/or
events were identified that, when considered in the aggregate, lead us to believe that there is substantial

doubt about the Company's ability to continue as a going concern for a reasonable period of time.

Departure from the Auditor's Standard Report

We are required to communicate to you when the audit report is expected to be modified or include

explanatory language or paragraph. Our audit report is not expected to be modified or include

explanatory language or paragraph.

Significant Difficulties Encountered in Performing the Audit

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

Corrected and Uncorrected Misstatements

PCAOBstandards require us to accumulate all factual and judgmental misstatements identified during

the audit, other than those that are trivial, and communicate them to the appropriate level of
management. The attached Appendix A summarizes misstatements detected as a result of our audit

procedures.

Disagreements with Management

For purposes of this letter, PCAOB 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.
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Management Representations

We have requested certain representations from management that are included in the management

representation letters dated March 16, 2022.

Management Consultation 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.

Independence Standards

As required by the PCAOB,at least annually, we are to disclose to you, the nature of all relationships

between Moss Adams and the Company that may reasonably be thought to bear on our independence.
Our letter confirming our independence was previously provided to the Board of Directors on
September 1, 2021.

COMMUNICATION OF MATERIAL WEAKNESS AND SIGNIFICANT DEFICIENCY TO THE

BOARD OF DIRECTORS AND MANAGEMENT

In planning and performing our audit of the financial statements of the Company as of and for the year
ended December 31, 2021, 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 an 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. However, we noted certain matters

involving internal control and its operation that we consider to be significant deficiencies under
standards of the Public Company Oversight Board (United States).

A control deficiency 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

misstatements on a timely basis.

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

is a reasonable possibility that a material misstatement of the Company's annual or interim financial

statements will not be prevented or detected 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 responsible for

oversight of the Company's financial reporting.
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We noted the following deficiency that we believe to bea material weakness:

Financial Closeand Reporting - A material weakness related to an ineffective control

environment, specifically personnel with inadequate knowledge of the design,operation and
documentation of internal controls over financial close and reporting related to the application

of Financial Accounting Standards Board Accounting Standards Codification Topic 842 - Leases.

The Company does not have aprocess for the measurement and recognition of operating lease
right-of-use assetsand lease liabilities for new leases,which resulted in amaterial adjustment to
the financial statements.

We also noted the following deficiency that we believe to be significant deficiency:

Financial Close and Reporting - The Company did not properly accrue its retirement benefits,

record stock compensation expense as additional paid-in capital, or mark portions of its

securities inventory to market. We recommend management implement a process to ensure all
closing entries are captured and accurately recorded.

Other Matters

We generally discuss a variety of matters, including the application of accounting principles and auditing

standards, with management each year prior to engagement 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.

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

management of Estrada Hinojosa & Company, Inc.and is not intended to be,and should not be,used by
anyone other than these specified parties.

%>Ádono LLP
Dallas,Texas
March 16, 2022
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SECURITIES INVESTORPROTECTIONCORPORATION
SIPC-7 MailCode:8967P.O.Box7247Philadelphia,PA19170-0001 SIPC-7

(36-REV 12/18) GeneralAssessnient Reconcillation (36-REV 12/18)

For the fiscal year ended 12/
(Read carefully the instructions 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 mpnth in which fiscal year ends for
purposes of the audit requirement of SEC Rule 17a-5:

Estrada Hinojosa& Cornpany, Inc. Nnoa laanbyelrethekienfor ct osno nasnetehemail
600 North PearlStreet, Suite 2100 anycorrections to form@sipc.organd so
South Tower indicate on the form filed.

Dallas,TX 75201 Nameand telephone numberof person to
contact respecting this form.

Bob Falkenberg 214-658-1670

2. A. General Assessment (item 2e from page 2) $6,708

B. Less payment madewith SIPC-6 filed (exclude Interest) ( 2,801 )
7/26/2021

Date Paid

C. Less prior overpayment applied ( 0 )

D. Assessment balance due or (overpayment) 3,907

E. laterest computed on late payment (see instruction E) for___days at 20% per annum 0

F. Total assessment balance and interest due (or overpayment carried forward) $3,907

G. PAYMENT: the box

Check malled to P.o.Box Funds Wired AC 997Total (must be same as F above) 3,

H. Overpayment carried forward $( 0 )

3. Subsidiaries (S) and predecessors (P) included in this form (give name and 1934 Act registration number):

The SIPC member submitting this form and the

person by whom it is executed represent thereby Estrada Hinojosa & C , Inc.that all informatíon contained herein is true, correct
and complete. e of c potatio artnershipjor at on)

(Aulhorized Sig e)

Dated the day of March , 20 22_. Exec.VP - RegulatorySpecialist

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

Dates:
Postmarked Received Reviewed

u.s
Calculations Documentation ForwardCopy

a Exceptions:

G Disposition of exceptions:
1



DETERMINATION OF "SIPC NET OPERATING REVENUES"
ANDGENERALASSESSMENT .

Amounts for the fiscal period
beginning ovemos
and ending me

Eliminate centsitem No.
23. Total revenue(FOCUSLine 12/Part IIA Line9, Code4030) $16,363,899

2b.Additions:

(1) Totalrevenuesfromthesecuritiesbusinessof subsidiaries(exceptforeignsubsidiaries)and
predecessorsnot includedabove.

(2) Netloss fromprincipal transactionsin securitiesin tradingaccounts. 15,195

(3) Net lossfromprincipal transactionsin commoditiesin tradingaccounts.

(4) Interest anddividendexpensedeductedin determiningitem 23.

(5) Netloss frommanagementof or participationin the underwritingor distribution of securities.

(6) Expensesotherthan advertising,printing,registrationfeesandlegal feesdeductedin determiningnet
profit frommanagementof or participationin underwritingor distributionof securities.

(7) Net loss fromsecurities in investment accounts.

Total additions 15,195

2c. Deductions:
(1) Revenuesfromthe distributionof sharesof a registeredopenend investmentcompanyor unit

investmenttrust, fromthe sale of variableannuities,fromthebusinessof insurance,frominvestment

advisoryservices rendered to registeredinvestmentcompaniesor insurancecompanyseparate 9,405,344accounts,andfromtransactionsin security futuresproducts

(2) Revenuesfromcommoditytransactions.

(3) Commissions,floor brokerageandclearancepaidto otherSIPCmembersin connectionwith
securitiestransactions.

(4) Reimbursementsfor postagein connectionwith proxysolicitation.

(5) Netgain fromsecuritiesin investmentaccounts.

(6) 100% of commissions andmarkupsearnedfrom transactionsin (i) certificatesof depositand
(ii) Treasurybills, bankersacceptancesor commercialpaperthat matureninemonthsor less
fromissuancedate.

(7) Directexpensesof printingadvertisingandlegal fees incurredin connectionwith other revenue 1 400 850relatedto thesecurities business(revenuedefined by Section 16(9)(L) of the Act).

(8) Otherrevenue not related eitherdirectly or indirectly to the securities business.
(SeeInstructionC):

Payroll Protection Loan Forgiveness $798,195 + 289,900 Continuing Disclosure Fees 1,088,095
(Deductionsin excessof $100,000requiredocumentation)

(9) (i) Total interestanddividendexpense(FOCUSLine22/PARTllA Line 13,

Code4075 plus line 2b(4)above)butnot in excess eof total interestanddividendincome. $

(ii) 40%of margininterest earnedoncustomerssecurities 0
accounts(40%of FOCUSline 5, Code3960). $

Enter thegreaterof line (i) or (ii)

Total deductions 1'9 7' 99

2d. SIPCNetOperatingRevenues $ 4,471,895

2e. General Assessment@ .0015 $ 6'7
(to page1, line 2.A.)
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SIPC-7 InStruCtiOns
This form is to be filed by all members of the Securities investor Protection Corporation whose fiscal years end in 2011 and annually
thereafter. The form together with the payment is due no later than 60 days after the end of the fiscal year, or after membership
termination. Amounts reported herein must be readily reconcilable with the member's records and the Securities and Exchange
Commission Rule 17a-5 report filed. Questions pertaining to this form should be directed to SIPC via e-mail at form@sipc.org or
by telephoning 202-371-8300.

A. For the purposes of this form, the term "SIPC Net (i) Determine your SIPC Net Operating Revenues,
Operating Revenues" shall mean gross revenues from the item2d, by adding to item2a, the total of item 2b,
securities business as defined in or pursuant to the applicable and deducting the total of item 2c.
sections of the Securities Investor Protection Act of 1970 (ii) Multiply SIPC Net Operating Revenues by the
("Act") and Article 6 of SIPC's bylaws (see page 4), less item applicable rate. Enter the resulting amount in item
2c(9) on page 2. 2e and on line 2A of page 1.

B. Gross revenues of subsidiaries, except foreign (iii) Enter on line 2B the assessmentdue as reflected
subsidiaries, are required to be included in SIPC Net on the SIPC-6 previously filed.
Operating Revenues on a consolidated basis except for a (iv) Subtract line 2B and2C from line 2A andenter the
subsidiary filing separately as explained hereinafter. difference on line 2D.This is the balance due for

If a subsidiary was required to file a Rule 17a-5 annual the period.
atidited statement of income separately and is also a SIPC (v) Enter interest computed on late payment (if
member,then such subsidiary must itself file SIPC-7, pay the applicable) on line 2E.
assessment,and should not be consolidated in your SIPC-7. (vi) Enter the total due on line 2F and the payment of

SIPC Net Operating Revenues of a predecessor member the amountdue on line 2G.
which are not included in item 2a, were not reported (vii) Enter overpayment carried forward (if any) on
separately and the SIPCassessments were not paid thereon line 2H.
by such predecessor,shall be included in item 2b(1).

C.YourGeneralAssessmentshould becomputedasfollows: D. Any SIPC memberwhich is also a bank (as defined in
(1) linn ?n For the applicable period enter total revenue the Securities ExchangeAct of 1934) may excludefrom SIPC

baseduponamountsreported in your Rule 17a-5 Annual Net Operating Revenuesdividends and interest received on
AuditedStatementof Incomepreparedin conformitywith securities in its investment accounts to the extent that it
generally accepted accounting principles applicable to can demonstrate to SIPC's satisfaction that such securities
securities brokersand dealers. or if exemptedfromthat are held, and such dividends and interest are received,
rule, use X-17A-5 (FOCUSReport)Line 12,Code4030· solely in connection with its operations as a bank and not in

(2)Adiustments The purpose of the adjustments onpage2 connection with its operations as a broker, dealer or member
is to determine SIPCNet Operating Revenues- of a national securities exchange. Any memberwho excludes
(a) Additions Lines 2b(1) through 2b(7) assure that from SIPCNet Operating Revenuesany dividends or interest

assessable income and gain items of SIPC Net pursuant to the preceding sentence shall file with this form
Operating Revenuesare totaled, unreduced by any a supplementary statement setting forth the amount so
losses (e.g.,if a net loss wasincurred for the period excludedand proof of its entitlement to such exclusion.
from all transactions in trading account securities,

that net loss does not reduce other assessable E.Interest on Assessments. If all or any part of assessment
revenues). Thus, line 2b(4) would include all short payable under Section 4 of the Act has not been postmarked
dividend and interest payments including those within 15 days after the due date thereof, the membershall
incurred in reverse conversion accounts, rebates pay, in addition to the amount of the assessment, interest
on stock loan positions and repo interest which at the rate of 20% per annum on the unpaid portion of the
have been netted in determining line 2(a)· assessmentfor each day it has beenoverdue.

(b) Daductions Line 2c(1) through line 2c(9) are either

providedfor in thestatue,asindeduction20(1),orare F.Securitiesand Exchange00mmissionRule 17a-5(e)
allowedto arrive at anassessmentbase consistingof (4) requires those who are not exempted from the audit
net operatingrevenuesfrom the securities business requirement of the rule and whose gross revenues are in
For example, line 2c(9) allows for a deduction of excessof $5,00,000to file a supplemental independent public
either the total of interest anddividend expense(not accountants report covering this SIPC-7 no later than 60days
to exceedinterest and dividendincome),asreported after their fiscal year ends.
on FOCUSline 22/PART llA line 13 (Code4075),plus
line 2b(4)or 40% of interest earned on customers' Mail this completed form to SIPC together with a
securities accounts (40% of FOCUSLine 5 Code check for the amount due, made payable to SIPC,
3960). Becertain to complete both line (i) and (ii), using the enclosed return PO BOX envelope, pay via
enteringthe greaterof the two inthe far right column. ACH Debit Authorization through SIPC's ACH system
Dividends paid to shareholdersare not considered at www.slpc.org/for-memberslassessments or wire
"Expense"and thus are not to be included in the the payment to:
deduction. Likewise, interest and dividends paid to
partners pursuant to the partnership agreements
would alsonot be deducted.

If the amount reported on line 2c (8) aggregates On the wire identify the name of the firm and its SEC
to $100,000 or greater, supporting documentation . ,,
must accompany the form that identifies these Registration 8-# and label it as "for assessment.
deductions. Examples of support information Please fax a copyof the assessment form to (202)-223-1679
include: contractual agreements, prospectuses, or e-mail a copy to form@sipc.org on the same day as the
and limited partnership documentation. wlre.
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From Section 16(9) of the Act:
The term "gross revenues from the securities business" means the sum of (but without duplication)-

(A) commissions earned in connection with transactions in securities effected for customers as agent (net of commissions paid
to other brokers and dealers in connection with such transactions) and markups with respect to purchases or sales of securities
as principal;

(B) charges for executing or clearing transactions in securities for other brokers and dealers;

(C) the net realized gain, if any, from principal transactions in securities in trading accounts;

(D) the net profit, if any, from the management of or participation in the underwriting or distribution of securities;

(E) interest earned on customers' securities accounts;

(F) fees for investment advisory services (except when rendered to one or more registered investment companies or insurance
company separate accounts) or account supervision with respect to securities;

(G) fees for the solicitation of proxies with respect to, or tenders or exchanges of, securities;

(H) income from service charges or other surcharges with respect to securities;

(I) except as otherwise provided by rule of the Commission, dividends and interest received on securities in investment ac-
counts of the broker or dealer;

(J) fees in connection with put, call, and other options transactions in securities;

(K) commissions earned for transactions in (i) certificates of deposit, and (ii) Treasury bills, bankers acceptances, or commer-
cial paper which have a maturity at the time of issuance of not exceeding nine months, exclusive of days of grace, or any renewal
thereof, the maturity of which is likewise limited, except that SIPC shall by bylaw include in the aggregate of gross revenues only
an appropriate percentage of such commissions based on SIPC's loss experience with respect to such instruments over at least
the preceding five years; and

(L) fees and other income from such other categories of the securities business as SIPC shall provide by bylaw.

Such term includes revenues earned by a broker or dealer in connection with a transaction in the portfolio margining account of
a customer carried as securities accounts pursuant to a portfolio margining program approved by the Commission. Such term does
not include revenues received by a broker or dealer in connection with the distribution of shares of a registered open end invest-
ment company or unit investment trust or revenues derived by a broker or dealer from the sales of variable annuities, the busi-
ness of insurance, or transactions in security futures products.

From Section 16(14) of the Act:
The term "Security" means any note, stock, treasury stock, bond, debenture, evidence of indebtedness, any collateral trust certificate,
preorganization certificate or subscription, transferable share, voting trust certificate, certificate of deposit, certificate of deposit for
a security, or any security future as that term is defined in section 78c(a)(55)(A) of this title, any investment contract or certificate
of interest or participation in any profit-sharing agreement or in any oil, gas or mineral royalty or lease (if such investment contract
or interest is the subject of a registration statement with the Commission pursuant to the provisions of the Securities Act of 1933 [15
U.S.C.77a et seq.]), any put, call, straddle, option, or privilege on any security, or group or index of securities (including any interest
therein or based on the value thereof), or any put, call, straddle, option, or privilege entered into on a national securities exchange
relating to foreign currency, any certificate of interest or participation in, temporary or interim certificate for, receipt for, guarantee
of, or warrant or right to subscribe to or purchase or sell any of the foregoing, and any other instrument commonly known as a secu-
rity. Except as specifically provided above, the term "security" does not include any currency, or any commodity or related contract or
futures contract, or any warrant or right to subscribe to or purchase or sell any of the foregoing.

From SIPC Bylaw Article 6 (Assessments):
Section 1(f):
The term "gross revenues from the securities business" includes the revenues in the definition of gross revenues from the securities
business set forth in the applicable sections of the Act.

Section 3:
For purpose of this article:
(a) The term "securities in trading accounts" shall mean securities held for sale in the ordinary course of business and not identified
as having been held for investment.
(b) The term "securities in investment accounts" shall mean securities that are clearly identified as having been acquired for invest-
ment in accordance with provisions of the Internal Revenue Code applicable to dealers in securities.
(c) The term "fees and other income from such other categories of the securities business" shall mean all revenue related either
directly or indirectly to the securities business except revenue included in Section 16(9)(A)-(L) and revenue specifically excepted in
Section 4(c)(3)(C)[item 2c(1), page 2].

Note.lf the amount of assessment entered on line 2e of slPc-7is greater than 1;2 of 1% of 'gross revenues from the securities business' asdefined above you may submit that calculation
along with the SIPc-7 form to slPc and pay the smaller amount. subject to review by your Examining Authority and by slPc.
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