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OATH OR AFFIRMATION

We Antonios Karantonis and James Cronk affirm that to the best of our knowledge and belief the

accompanying financial statements for the year ended April 30 2010 and supplemental schedules as of April 30

2010 pertaining to Crowell Weedon Co the Firm are true and correct and such financial statements and

supplemental schedules will be made available promptly to all members and allied members of the Financial

Industry Regulatory Authority Inc in our organization We further affirm that neither the Firm nor any officer or

partner has any proprietary interest in any account classified solely as that of customer
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IN DEPENDENT AUDITORS REPORT

To the Partners of

Crowell Weedon Co
Los Angeles California

We have audited the accompanying statement of financial condition of Crowell Weedon Co the

Firmas of April 30 2010 that you are filing pursuant to Rule 17a-5 under the Securities Exchange Act

of 1934 This financial statement is the responsibility of the Firms management Our responsibility is to

express an opinion on this financial statement 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 statement is free of material misstatement An audit includes consideration of

internal control over financial reporting as 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 Firms

internal control over financial reporting Accordingly we express no such opinion An audit also includes

examining on test basis evidence supporting the amounts and disclosures in the financial statement

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 reasonable

basis for our opinion

In our opinion such statement of financial condition presents fairly in all material respects the financial

position of Crowell Weedon Co at April 30 2010 in conformity with accounting principles generally

accepted in the United States of America

June 25 2010

Member of

Deloitte Touche Tohmatsu



CROWELL WEEDON CO
Limited Partnership

STATEMENT OF FINANCIAL CONDITION

APRIL 30 2010

ASSETS

CASH AND CASH EQUIVALENTS Note 3403479

RECEIVABLES FROM BROKERS OR DEALERS AND
CLEARING ORGANIZATIONS Note

Clearing organizations 5519119

Securities borrowed Note 1056900

Securities failed to deliver 90153

Omnibus accounts 28997910

Total receivables from brokers or dealers and clearing organizations 35664082

RECEIVABLE FROM CUSTOMERS Note 42220032

RECEIVABLE FROM PARTNERS Securities accounts 529192

SECURITIES OWNED
Trading and investment account securities at fair value Notes and 7057009

Not readily marketable investment at cost Notes and 1365411

Individual partners securities included as partnership capital

Notes and including $44522263 pledged as collateral

for Firm bank loans and $12166488 of excess collateral pledged

for secured demand notes at fair value 56688751

Total securities owned 65111171

SECURED DEMAND NOTES Market value of collateral

$25417526 Note 13089000

MEMBERSHIPS IN EXCHANGES At cost market value $2653000 66500

FURNITURE EQUIPMENT SOFTWARE AND LEASEHOLD
IMPROVEMENTS At cost net of accumulated depreciation

and amortization of $6311552 Note 1247311

INTANGIBLE ASSETS Net of accumulated amortization

of $777600 Note 388766

OTHER ASSETS 3650971

TOTAL $165370504

Continued
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CROWELL WEEDON CO
Limited Partnership

STATEMENT OF FINANCIAL CONDITION

APRIL 30 2010

LIABILITIES AND PARTNERSHIP CAPITAL

SHORT-TERM BANK LOANS Note 29000000

PAYABLES TO BROKERS OR DEALERS AND
CLEARING ORGANIZATIONS Note

Clearing organizations 157457

Securities failed to receive 426531

Total payables to brokers or dealers and clearing organizations 583988

PAYABLE TO CUSTOMERS Including free credits of $6833207 Note 6833207

SECURITIES SOLD NOT YET PURCHASED At fair value Notes and 204417

BOOK OVERDRAFT Note 629219

ACCOUNTS PAYABLE AND ACCRUED LIABILITIES 4497190

Total liabilities 41748021

COMMITMENTS AND CONTINGENT LIABILITIES Note

PARTNERSHIP CAPITAL Notes and

General partners
123172483

Limited partners 450000

Total partnership capital 123622483

TOTAL 165370504

See notes to statement of financial condition Concluded
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CROWELL WEEDON Co
Limited Partnership

NOTES TO STATEMENT OF FINANCIAL CONDITION

APRIL 30 2010

ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization Crowell Weedon Co the Firm limited partnership is full service regional

brokerage and money management firm established in 1932 and headquartered in Los Angeles

California The Firm provides securities brokerage investment advisory investment banking and

related financial services to individual investors professional money managers and businesses

The Firm is registered with the Securities and Exchange Commission SEC and is member of the

Financial Industry Regulatory Authority Inc FiNRA other exchanges and the Securities Investor

Protection Corporation

Basis of Presentation In June 2009 the Financial Accounting Standards Board FASB issued

FASB Statement No 168 The FASB Accounting Standards Cod/IcationTM and the Hierarchy of

Generally Accepted Accounting Principles replacement of FASB Statement No 162 The standard

identifies the FASB Accounting Standards Codification ASC as the single source of authoritative

U.S accounting and reporting standards applicable for all nongovernmental entities with the exception

of guidance issued by the SEC and its staff It is effective for financial statements issued for interim and

fiscal years ending on or after September 15 2009 The Firm adopted the standard effective April 30

2010 The adoption did not have material effect on the Firms statement of financial condition

Use of Estimates The preparation of the statement of financial condition in conformity with

accounting principles generally accepted in the United States of America hereafter referred to as

authoritative guidance requires management to make estimates and assumptions that affect the

reported amounts of assets and liabilities at the date of the statement of financial condition Actual

results could differ from those estimates

Securities Transactions Proprietary securities transactions in regular-way trades are recorded on the

trade date as if they had settled Customers securities transactions are reported on settlement date

basis

Cash and Cash Equivalents The Firm considers all highly liquid investments purchased with

original maturities of three months or less to be cash equivalents The book overdraft consists of checks

issued but not yet presented to banks for payment

Receivables From and Payable to Brokers or Dealers and Clearing Organizations Accounts

receivable from and payable to brokers or dealers and clearing organizations result from the Firms

normal trading activities The Firm clears customer option account transactions on an omnibus basis

with another broker-dealer

Receivable From and Payable to Customers Accounts receivable from and payable to customers

include amounts due on cash and margin transactions The Firm extends credit to its customers to

finance their purchases of securities on margin Securities owned by customers are held as collateral for

margill receivables Such collateral is not reflected in the statement of financial condition
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Securities Owned and Securities Sold Not Yet Purchased Securities owned and securities sold

not yet purchased are composed of trading investment account securities and individual partners

securities that are recorded at fair value as determined by nationally published quotation services or

dealer quotes Not readily marketable investments include an investment that is accounted for using the

cost method of accounting see Note

Furniture Equipment Software and Leasehold Improvements Furniture equipment and

software are recorded at cost and depreciated or amortized using the straight-line method over the

estimated useful lives of the assets which range from to 10 years Leasehold improvements are

amortized using the straight-line method over the shorter of the lease terms or the useful lives of the

improvements

Intangible Assets On December 2006 the Firm closed on the acquisition of the private client

business and purchased certain assets and assumed certain liabilities of privately held broker-dealer

The acquisition was made to continue to grow the Firms private client business In connection with the

acquisition the Firm acquired $1166366 of intangible assets primarily composed of the retail sales

group and related customer lists The net book value of the asset was $388766 as of April 30 2010

Intangible assets are amortized over their useful lives which have been determined to be five years

Intangible assets are tested for potential impairment whenever events or changes in circumstances

suggest that the carrying value of an asset or asset group may not be filly recoverable

Securities Borrowing Activities Securities borrowed are recorded at the amount of cash collateral

advanced which requires the Firm to deposit cash The Firm monitors the value of securities borrowed

with additional collateral collected or refunded as necessary The Firm had $1056900 of securities

borrowed at April 30 2010

Income Taxes No provision for federal or state income taxes is made in the accompanying statement

of financial condition as the Firm is not subject to income taxes Each
partner

is individually

responsible for reporting income or loss to the extent required by the federal and state income tax laws

and regulations based upon its respective share of the partnerships income and expense as reported for

income tax purposes

Effective May 2009 the Firm adopted the authoritative guidance for uncertainty in income taxes

included in FASB ASC 740 Income Taxes formerly FASB Interpretation No 48 Accounting for

Uncertainty in Income Taxes an interpretation of FASB Statement No 109 This guidance requires

the Firm to determine whether tax position of the Firm is more likely than not to be sustained upon

examination by the applicable taxing authority including the resolution of any related appeals or

litigation processes
based on the technical merits of the position The tax benefit to be recognized is

measured as the largest amount of benefit that is greater than fifty percent likely of being realized upon

ultimate settlement which could result in the Firm recording tax liability that would reduce partnership

capital

The Firm reviews and evaluates tax positions in its major jurisdictions and determines whether or not

there are uncertain tax positions that require recognition The adoption of the guidance did not have

material effect on partnership capital financial condition of the Firm as there was no liability for

unrecognized tax benefits and no change to the beginning partnership capital of the Firm As of April 30

2010 the Firm did not have liability for any unrecognized tax benefits

The Firm is subject to examination by U.S federal tax authorities for returns filed for the prior three

years and by state tax authorities for returns filed for the prior four years In addition the Firm is not

aware of any tax positions for which it is reasonably possible that the total amounts of unrecognized tax

benefits will change materially in the next twelve months As result no income tax liability or expense

has been recorded in the accompanying statement of financial condition
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Fair Value of Financial Instruments Substantially all of the Firms financial instruments are carried

at fair value Receivables and payabies are carried at cost or cost plus accrued interest which

approximates fair value

Recent Accounting Pronouncements In January 2010 the FASB issued Accounting Standards

Update ASU No 20 10-06 Improving Disclosures about Fair Value Measurements The ASU amends

ASC 820 Fair Value Measurements and Disclosures formerly FASB Statement No 157 Fair Value

Measurements to add new requirements for disclosures about transfers into and out of Levels and

and separate disclosures about purchases sales issuances and settlements relating to Level

measurements i.e to present such items on gross basis rather than on net basis It also clarifies

existing fair value disclosures about the level of disaggregation and about inputs and valuation

techniques in Level and Level fair value measurements The application of ASU No 20 10-06 is

required for fiscal years and interim periods beginning after December 15 2009 except for disclosures

about purchases sales issuances and settlements relating to Level measurements which are required

for fiscal years beginning after December 15 2010 and for interim periods within those fiscal years

Management is currently evaluating the impact that the adoption of ASU No 20 10-06 will have on the

Firms statement of financial condition

SECTJRITIES OWNED AND SOLD NOT YET PURCHASED

ASC 820 requires enhanced disclosures about investments that are measured and reported at fair value

ASC 820 establishes fair value hierarchy that prioritizes and ranks the level of market price

observability used in measuring investments at fair value Market price observability is impacted by

number of factors including the type of investment the characteristics specific to the investment and

the state of the marketplace including the existence and transparency of transactions between market

participants Investments with readily available actively quoted prices or for which fair value can be

measured from actively quoted prices in an orderly market will generally have higher degree of market

price observability and lesser degree ofjudgment used in measuring fair value

Investments measured and reported at fair value are classified and disclosed in one of the following

categories based on inputs

Level Quoted prices in active markets for identical investments The types of investments that

would generally be included in Level are listed equities and mutual funds The Firm to the extent that

it holds such investments does not adjust the quoted price for these investments even in situations

where the Firm holds large position and sale could reasonably impact the quoted price

Level Pricing inputs include other significant observable inputs such as quoted prices for similar

investments or quoted prices for identical investments on inactive markets The types of investments

which would generally be included in this category include publicly traded securities with restrictions on

disposition mortgage-backed securities municipal bonds and corporate bonds

Level Pricing inputs include significant unobservable inputs such as the Firms own assumptions in

determining the fair value of investments The inputs into the determination of fair value require

significant judgment or estimation by management The types of investments that would generally be

included in this category include securities issued by private entities

In certain cases the inputs used to measure fair value may fall into different levels of the fair value

hierarchy In such cases the determination of which category within the fair value hierarchy is

appropriate for any given investment is based on the lowest level of input that is significant to the fair

value measurement The Firms assessment of the significance of particular input to the fair value

measurement in its entirety requires judgment and considers factors specific to the investment
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At April 30 2010 the Firm had the following security types within securities owned and securities sold

but not yet purchased that are measured at fair value on recurring basis

Equity Securities Equity securities include investments in common and preferred stock that are

actively traded with values that are typically based on last sale or bid values in active markets These

securities are primarily classified within Level

US State and Municipal Obligations U.S state and municipal obligations represent investments

with readily determinable values derived from quoted prices in active markets These securities are

primarily classified within Level

Corporate CertfIcates of Deposit Corporate certificates of deposit represent investments with readily

determinable values derived from quoted prices in active markets These securities are primarily

classified within Level

Mortgage-Backed Securities Mortgage-backed securities represent securities with readily

determinable values derived from quoted prices in active markets These securities are primarily

classified within Level

Auction Rate Preferred Securities ARPS ARPS represent preferred stock issued by closed-end

mutual funds These securities are classified within Level because there are no active markets for the

ARPS The Firm uses prices obtained from independent third-party pricing services to measure the fair

value of these securities
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The Firms securities that are carried at fair value as of April 30 2010 by fair value hierarchy level are

presented in the table below

Level Level Level Total

Securities owned

Trading and investment

account securities

Equity securities 158706 158706

U.S state and municipal obligations 1393607 1393607

Corporate certificates of deposit 20010 20010

Mortgage-backed securities 59686 59686

ARPS
___________ __________

5425000 5425000

Total trading and investment account securities 178716 1453293 5425000 7057009

Individual partners

securities included as

partnership capital

Equity securities 55052804 55052804

U.S state and municipal obligations 1435947 1435947

Mortgage-backed securities

ARPS
___________ _________

200000 200000

Total individual partners securities included as

partnership capital 55052804 1435947 200000 56688751

Total securities owned $55231520 $2889240 $5625000 $63745760

Securities sold not yet purchased

Equity securities 199340 199340

U.S state and municipal obligations ___________
5077

__________
5077

Total Securities sold not yet purchased 199340 5077 204417

The changes in securities classified as Level for the year ended April 30 2010 are as follows

ARPS

Balance May 2009 $2250000
Purchases and sales net 3375000
Transfers in/out of Level net

Realized and unrealized gains losses net

Total ending fair value $5625000

Individual partners securities include partners securities that are included as partnership capital

At April 30 2010 the Firm held ARPS with par value of $5625000 which approximates fair value

The investments consisted of preferred stock issued by closed-end mutual funds The most recent

auctions for the ARPS failed As result of the failed auctions the Firm continues to hold these

securities and the issuers continue to pay dividends at the maximum contractual rate The ARPS

maintain AAA/Aaa ratings and the failed auctions are unrelated to the quality of the underlying assets in

the closed-end funds
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While these failures in the auction process have affected the Firms ability to access these funds in the

near term the underlying securities or collateral have been adversely impacted If the credit rating of the

security issuers deteriorates or the liquidity issues persist the Firm may be required to adjust the

canying value of these investments Based on the Firms ability to access its cash its expected operating

cash flows and its available credit lines the Firm does not anticipate the current lack of liquidity in

these investments to have material impact on its financial condition

Not readily marketable investment totaling $1365411 relates to an investment in start-up company

for which there is no market on securities exchange or no independent publicly quoted market

that cannot be publicly offered or sold unless registration has been effected under the Securities Act

of 1933 or that cannot be offered or sold because of other arrangements restrictions or conditions

applicable to the securities or to the Firm At April 30 2010 the Firm has less than 20% interest in the

start-up company and does not have the ability to exercise significant influence over the operations of

the company The investment in the start-up company is accounted for using the cost method of

accounting

PARTNERSHIP CAPITAL

In accordance with the partnership agreement the capita of the Firm consists of cash and/or securities

contributed by general and limited partners

SECURED DEMAND NOTES

The secured demand notes receivable which become due at various dates from 2010 to 2011 are

collateralized by securities in partners preference and special preference capital accounts and consist of

$13292000 from general partners and $400000 from limited partners With the exception of $603000

all of the secured demand notes have been approved by FfNRA and are used in computing net capital

under the SECs uniform net capita rule

SHORT-TERM BANK LOANS

The Firm has two lines of credit including Firm operating line of credit of $75000000 and customer

margin line of credit of $15000000 Loans under these lines of credit are payable on demand and bear

interest at rate that varies with the federal funds rate Such rates were 1.77% for the Firm operating line

of credit and 0.72% for the customer margin line of credit at April 30 2010 The Firm operating line of

credit has no specified maturity and the customer margin line of credit matures on October 30 2013

The lines of credit allow the Firm to borrow funds against pledged individual partner
securities and

customer margin securities At April 30 2010 $29000000 was outstanding on the Firms lines of

credit

The Firm is required to report the values of securities that it has received as collateral and that can in

turn be used or repledged by the Firm to generate financing The Firm is also required to disclose the

value of such securities that it has actually repledged as of the reporting date The Firm provides margin

loans to its customers and demand loans to its partners which are collateralized by securities in their

brokerage accounts These parties have agreed to allow the Firm to sell or repledge those securities in

accordance with federal regulations At April 30 2010 the Firm was allowed under such regulations to

sell or repledge securities with value of $132897065 As of April 30 2010 $78840202 has been

pledged or sold in connection with bank borrowing and deposits with clearing organizations
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DEFERRED COMPENSATION SAVINGS PLAN

The Firm has deferred compensation plan under Section 40 1k of the Internal Revenue Code of 1986

as amended Contributions to the plan are made by the participants and the Firm pursuant to the

Compensation Reduction Agreement with each participant All investments of assets in the plan are

directed by the participants

COMMITMENTS AND CONTINGENT LIABILITIES

Leases The Firm leases office space under noncancelable operating leases that expire on various

dates through 2019 Future minimumrental payments under such leases are due in the fiscal years as

follows $2682820 in 2011 $2688767 in 2012 $2401423 in 2013 $1741340 in 2014 $1482395

in 2015 and $2562342 thereafter

Customer Activities The Firms customer securities activities are transacted on either cash or

margin basis In margin transactions the Firm extends credit to its customers subject to various

regulatory and internal margin requirements collateralized by cash and securities in the customers

accounts In connection with these activities the Firm executes and clears customer transactions

involving the sale of securities not yet purchased substantially all of which are transacted on margin

basis subject to individual exchange regulations Such transactions may expose the Firm to significant

off-balance-sheet risk in the event margin requirements are not sufficient to fully cover losses that

customers may incur In the event the customer fails to satisfy its obligations the Firm may be required

to purchase or sell financial instruments at prevailing market prices to fulfill the customers obligations

The Firm seeks to control the risk associated with its customer activities by requiring customers to

maintain margin collateral in compliance with regulatory and internal guidelines The Firm requires the

customer to deposit additional collateral or to reduce positions when necessary

The Firms customer financing and securities settlement activities require the Firm to pledge customer

securities as collateral in support of various secured financing sources such as bank loans and securities

loaned In the event the counterparty is unable to meet its contractual obligation to return customer

securities pledged as collateral the Firm may be exposed to the risk of acquiring the securities at

prevailing market prices in order to satisfy its customer obligations The Firm controls this risk by

monitoring the value of securities pledged on daily basis and by requiring adjustments of collateral

levels in the event of excess market exposure In addition the Firm establishes credit limits for such

activities and monitors compliance on daily basis

Litigation The Firm has been named in legal actions arising in the ordinary course of business The

outcome of matters the Firm is involved in cannot be determined at this time and the results cannot be

predicted with certainty Management is of the opinion that the ultimate liability if any from these

actions will not have material effect on its financial condition

The Firm has received inquiries from FINRA requesting information concerning purchases through the

Firm of auction rate securities by customers The Firm is cooperating with F1NRA while it conducts its

investigation The Firm did not at any time underwrite auction rate securities or manage the associated

auctions In connection with such auctions the Firm merely served as agent for its customers when

buying in auctions managed by those underwriters Accordingly the Firm distinguishes its conduct from

underwriters of auction rate securities and is prepared to assert these and other defenses should FINRA

seek to bring an action in the future Nevertheless there can be no assurance that FINRA will not take

regulatory action
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While managements review of the need for any loss contingency reserve has led management to

conclude that management does not currently need to establish provision for loss related to auction

rate securities held by retail customers management is not able to predict with certainty the outcome of

auction rate securities-related matters and there can be no assurance that those matters will not have

material adverse effect on the Firms financial condition in any future period

Guarantees In the normal course of business the Firm executes settles and finances customer and

proprietary transactions These transactions expose the Firm to risk arising from the potential that the

customer or counterparty may fail to satisfy its obligations and that the collateral will be insufficient In

these situations the Firm may be required to purchase or sell financial instruments at unfavorable

market prices which may result in loss The Firm has determined that it is not possible to make an

estimate of the maximum amount that it could be obligated to pay in the event that the customer or

counterparty fails to satisfy its obligations

The Firm from time to time enters into certain types of contracts that contingently require the Firm to

indemnify parties against third-party claims These contracts primarily relate to certain real estate leases

under which the Firm may be required to indemnify property owners for claims and other liabilities

arising from the Firms use of the applicable premises The terms of these obligations vary and because

maximum obligation is not explicitly stated the Firm has determined that it is not possible to make an

estimate of the maximum amount that it could be obligated to pay under such contracts

Historically the Firm has not been obligated to make any payments for the obligations noted above and

has not recorded any liability for these obligations as of April 30 2010

Other Commitments In the normal course of business the Firm enters into when-issued transactions

and underwriting commitments Settlement of these transactions as of April 30 2010 would not have

material effect on the financial condition of the Firm

CONCENTRATIONS OF CREDIT RISK

The Firm is engaged in various trading and brokerage activities whose counterparties primarily include

broker-dealers banks and other financial institutions In the event counterparties do not fulfill their

obligations the Firm may be exposed to risk The risk of default depends on the creditworthiness of the

counterparty or issuer of the instrument It is the Firms policy to review as necessary the credit

standing of each counterparty with which it conducts business

NET CAPITAL REQUIREMENTS

The Firm is subject to the SECs Uniform Net Capital Rule Rule 15c3-1 the Rule which requires

the maintenance of minimum net capital The Firm has elected to use the alternative method permitted

by the Rule which requires that the Firm maintain minimum net capital as defined equal to the greater

of $250000 or 2% of aggregate debit balances arising from customer transactions as defined At

April 30 2010 the Firm had net capital of $32470042 which was 40.74% of aggregate debit balances

and $30875908 in excess of required net capital

broker-dealer has chosen to maintain brokerage client accounts with the Firm To allow this

broker-dealer to classify its assets held by the Firm in its computation of net capital the Finn has agreed

to perform computation of reserve requirement for proprietary accounts of introducing brokers PAIB
At April 30 2010 the Firms PAIB reserve computation indicated that the Firm did not have PAIB

reserve requirement
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10 SUBSEQUENT EVENTS

The Firms management evaluated activity of the Firm through June 25 2010 the date the statement of

financial condition was available to be issued and concluded that no subsequent events have occurred

that would require recognition or disclosure
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June 25 2010

Crowell Weedon Co
624 South Grand Avenue

Los Angeles CA 90017

In planning and performing our audit of the financial statements of Crowell Weedon Co the Firm
as of and for the year ended April 30 2010 on which we issued our report dated June 25 2010 in

accordance with auditing standards generally accepted in the United States of America we considered the

Firms internal control over financial reporting internal control as basis for designing our auditing

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

of expressing an opinion on the effectiveness of the Firms internal control Accordingly we do not

express an opinion on the effectiveness of the Firms internal control

Also as required by Rule 17a-5g1 of the Securities and Exchange Commission SEC we have made

study of the practices and procedures followed by the Firm including consideration of control activities

for safeguarding securities This study included tests of compliance with such practices and procedures

that we considered relevant to the objectives stated in Rule 17a-Sg in the following making the

periodic computations of aggregate debits and net capital under Rule 17a-3a1 and the reserve

required by Rule 15c3-3e including the practices and procedures followed by the Firm in making the

periodic computations for proprietary accounts of introducing brokers PAIB making the quarterly

securities examinations counts verifications and comparisons and the recordation of differences required

by Rule 17a-13 complying with the requirements for prompt payment for securities under Section

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

obtaining and maintaining physical possession or control of all fully paid and excess margin securities

of customers as required by Rule 5c3-3

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

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

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

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

practices and procedures can be expected to achieve the SECs above-mentioned objectives Two of the

objectives of internal control and the practices and procedures are to provide management with reasonable

but not absolute assurance that assets for which the Firm has responsibility are safeguarded against loss

from unauthorized use or disposition and that transactions are executed in accordance with

managements authorization and recorded properly to permit preparation of financial statements in

conformity with accounting principles generally accepted in the United States of America Rule 17a-5g

lists additional objectives of the practices and procedures listed in the preceding paragraph

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

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

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

effectiveness of their design and operation may deteriorate
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deficiency in internal control exists when the design or operation of control does not allow

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

detect and correct misstatements on timely basis sign fIcant deficiency is deficiency or

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

enough to merit attention by those charged with governance

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

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

prevented or detected and corrected on timely basis

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

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

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

safeguarding securities that we consider to be material weaknesses as defined above

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 material inadequacy for such purposes

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

described in the second paragraph of this report were adequate at April 30 2010 to meet the SECs

objectives

This report is intended solely for the information and use of management the SEC the Financial Industry

Regulatory Authority Inc and other regulatory agencies that rely on Rule 7a-5g under the Securities

Exchange Act of 1934 in their regulation of registered broker-dealers and is not intended to be and

should not be used by anyone other than these specified parties

Yours truly
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