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Report of Independent Auditors 

The Board of Directors 
MID-CO Commodities, Inc.  

Report on the Financial Statements 

We have audited the accompanying financial statements of MID-CO Commodities, Inc. (the 
Company), which comprise the statements of financial position as of August 31, 2013 and 2012, 
and the related statements of income, shareholders' equity, and cash flows for the years then 
ended, and the related notes to the financial statements.  

Management’s Responsibility for the Financial Statements 

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

Auditor’s Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audits. We 
conducted our audits in accordance with auditing standards generally accepted in the United 
States. Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free of material misstatement.  

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor’s 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor considers 
internal control relevant to the Company’s preparation and fair presentation of the financial 
statements in order to design audit procedures that are appropriate in the circumstances, but not 
for the purpose of expressing an opinion on the effectiveness of the Company’s internal control. 
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness 
of accounting policies used and the reasonableness of significant accounting estimates made by 
management, as well as evaluating the overall presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion.  
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Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, 
the financial position of MID-CO Commodities, Inc. as of August 31, 2013 and 2012, and the 
results of its operations and its cash flows for the years then ended in conformity with U.S. 
generally accepted accounting principles. 

Supplementary Information 

Our audit was conducted for the purpose of forming an opinion on the financial statements as a 
whole. The information contained in The Reconciliation of Current Assets and Reconciliation of 
Liabilities, The Statement of the Computation of the Minimum Capital Requirements, and The 
Statement of Segregation Requirements and Funds in Segregation for Customers Trading on U.S. 
Commodity Exchanges as of August 31, 2013 are presented for purposes of additional analysis 
and are not a required part of the financial statements, but is supplementary information required 
by Regulation 1.16 of the Commodity Futures Trading Commission . Such information is the 
responsibility of management and was derived from, and relates directly to, the underlying 
accounting and other records used to prepare the financial statements. The information has been 
subjected to the auditing procedures applied in the audit of the financial statements and certain 
additional procedures, including comparing and reconciling such information directly to the 
underlying accounting and other records used to prepare the financial statements or to the 
financial statements themselves, and other additional procedures in accordance with auditing 
standards generally accepted in the United States. In our opinion, the information as of August 
31, 2013 is fairly stated in all material respects in relation to the financial statements as a whole.  

EY 
October 7, 2013 
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ASSETS 2013 2012

Current assets:

Cash - general 61,484$ 47,098$

Cash - segregated 13,598,139 12,420,104

Amounts due from brokers - segregated 25,078,549 58,068,130

Amounts due from brokers - not segregated 20,073,476 40,508,407

Other receivable 59,456 7,921

Note receivable from GROWMARK, Inc. - 3,000,000

Prepaid license 64,333 46,700

Total current assets 58,935,437 114,098,360

Ownership in cooperatives and others 225,477 224,858

Total assets 59,160,914$ 114,323,218$

LIABILITIES AND SHAREHOLDERS' EQUITY

Current liabilities:

Accounts payable to GROWMARK, Inc. 189,132$ 206,491$

Patronage refunds payable in cash 200,000 350,000

Payables to customers 27,268,459 59,560,910

Payables to non-customers 20,167,161 40,548,067

Other current liabilities 527,275 826,204

Total current liabilities 48,352,027 101,491,672

Deferred income tax liability 29,597 29,311

Shareholders' equity:

Preferred stock 3,142,000 5,142,000$

Common stock 12,800 13,000

Retained earnings 7,624,490 7,647,235

Total shareholders' equity 10,779,290 12,802,235

Total liabilities and shareholders' equity 59,160,914$ 114,323,218$

See accompanying notes.

MID-CO COMMODITIES, INC.

STATEMENTS OF FINANCIAL POSITION

August 31, 2013 and 2012

-1-



2013 2012

Revenues:

Commissions 4,260,662$ 4,724,834$

Interest income 61,863 89,501

Inventory program interest 25,698 14,152

Other income 300 -

Total revenues 4,348,523 4,828,487

Expenses:

Brokerage 879,361 966,387

Interest expense, net of patronage refunds 85,655 -

General and administrative 2,793,601 2,766,555

Total expenses 3,758,617 3,732,942

Income before income taxes 589,906 1,095,545

Income taxes 172,651 304,827

Net income 417,255$ 790,718$

Distribution of net income:

Patronage refunds payable in cash 200,000$ 350,000$

Cash dividends on preferred stock 240,000 400,000

(Decrease) Increase in retained earnings (22,745) 40,718

417,255$ 790,718$

See accompanying notes.

MID-CO COMMODITIES, INC.

STATEMENTS OF INCOME

Years ended August 31, 2013 and 2012
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PREFERRED COMMON RETAINED

STOCK STOCK EARNINGS TOTAL

Balance at August 31, 2011 5,150,500$ 13,500$ 7,606,517$ 12,770,517$

Net income - - 790,718 790,718

Cash dividends of preferred stock - - (400,000) (400,000)

Preferred stock redemption (8,500) - (8,500)

Common stock redemption - (500) - (500)

Patronage dividends to be distributed in cash - - (350,000) (350,000)

Balance at August 31, 2012 5,142,000 13,000 7,647,235 12,802,235

Net income - - 417,255 417,255

Cash dividends of preferred stock - - (240,000) (240,000)

Preferred stock redemption (2,000,000) - - (2,000,000)

Common stock redemption - (200) - (200)

Patronage dividends to be distributed in cash - - (200,000) (200,000)

Balance at August 31, 2013 3,142,000$ 12,800$ 7,624,490$ 10,779,290$

See accompanying notes.

MID-CO COMMODITIES, INC.

STATEMENTS OF SHAREHOLDERS' EQUITY

Years ended August 31, 2013 and 2012
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2013 2012

Operating activities:

Net income 417,255$ 790,718$

Patronage refunds payable in cash 200,000 350,000

Net income after patronage refunds 217,255 440,718

Adjustments to reconcile net income to net cash

provided by (used in) operating activities:

Patronage received in stock (619) (33,281)

Deferred tax expense 286 29,311

Changes in operating assets and liabilities:

Amounts due from brokers - segregated 32,989,581 1,755,488

Amounts due from brokers - not segregated 20,434,931 3,791,956

Patronage refunds payable (150,000) (100,000)

Cash - segregated (1,178,035) 3,516,877

Prepaid long-term assets - 22,133

Payables to customers and non-customers (52,673,357) (6,203,493)

Other current assets (69,168) 81,122

Other current liabilities (156,288) 96,142

Net cash (used in) provided by operating activities (585,414) 3,396,973

Investing activities:

Payment(Issuance) of note receivable from GROWMARK, Inc. 3,000,000 (3,000,000)

Net cash provided by (used in) investing

activities 3,000,000 (3,000,000)

Financing activities:

Preferred stock redemptions (2,000,000) (8,500)

Common stock issuances 100 -

Common stock redemptions (300) (500)

Dividends paid on preferred stock (400,000) (400,000)

Short-term debt borrowings 4,927,500 16,332,500

Short-term debt repayments (4,927,500) (16,332,500)

Net cash used in financing

activities (2,400,200) (409,000)

Net increase (decrease) in cash - general 14,386 (12,027)

Cash - general at beginning of year 47,098 59,125

Cash - general at end of year 61,484$ 47,098$

Supplemental disclosures of cash flow

information:

Income taxes paid 269,458$ 368,955$

Interest paid 91,111 95,088

See accompanying notes.

MID-CO COMMODITIES, INC.

STATEMENTS OF CASH FLOWS

Years ended August 31, 2013 and 2012

-4-
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MID-CO COMMODITIES, INC.

NOTES TO FINANCIAL STATEMENTS

August 31, 2013 and 2012

1. Organization and principal accounting policies

a. Organization

MID-CO Commodities, Inc. (the Company) is a subsidiary of GROWMARK, Inc. (the Parent). The

Company is a registered futures commission merchant facilitating customer transactions for the

purchase and sale of commodity futures contracts and options on futures contracts. The

Company's primary customers are agricultural cooperatives operating in Illinois, Iowa, Wisconsin,

and the province of Ontario, Canada. The Company is a cooperative corporation operating for the

benefit of its common shareholders/patrons. Pursuant to its Certificate of Incorporation and by-

laws, common stock shall be issued only to associations of agricultural producers meeting the

requirements of and operating in accordance with the provisions of an Act of Congress entitled the

"Agricultural Marketing Act," approved June 15, 1929. Further, no dividends shall be paid on the

common stock. Whenever full dividends on the preferred stock shall have been paid or declared,

all remaining earnings for the year, after providing for such reasonable reserves and additions to

retained earnings as may be determined by the Board of Directors, shall be distributed to the

common shareholders in cash or written notices of allocation on the basis of their patronage with

the Company.

b. Revenue recognition

Commissions and the related brokerage expense on brokerage transactions are recognized on a

half turn basis when the trade is executed and settled. Interest is recognized on an accrual basis.

c. Inventories

Grain inventories, evidenced by warehouse receipts, purchased from qualified customers are

valued at cost, and interest is accrued in the concurrently executed contract with the customer to

buy back the grain within 90 days.

d. Ownership in cooperatives and others

Ownership in cooperatives and others is carried at cost, substantially all of which is CoBank, ACB

(CoBank). Patronage refunds are recorded when received. The Company believes it is not

practicable to estimate the fair value of the investments without incurring excessive costs because
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there is no established market for these securities and it is highly subjective to estimate future

cash flows, which are largely dependent on the future patronage earnings of the companies. The

Company receives patronage from CoBank, which is netted against interest expense on the

Statements of Income.

e. Use of estimates

The preparation of financial statements in conformity with accounting principles generally

accepted in the United States requires management to make estimates and assumptions that affect

the amounts reported in the financial statements and accompanying notes. Actual results could

differ from these estimates.

f. Financial instruments

A majority of the Company’s assets and liabilities are considered financial instruments, namely

amounts due from brokers and payable to customers and non-customers, and are reported in the

Statements of Financial Position at fair value, or at carrying amounts that approximate fair value

because of the short-term maturity of the instruments.

In the normal course of business, the Company executes futures contracts and options on futures

trades for the accounts of its customers, primarily agricultural cooperatives. All transactions are

introduced to other clearing brokers of good financial standing. As such, the Company guarantees

to the respective clearing brokers its customers’ performance under these contracts. In

accordance with regulatory requirements and market practice, the Company requires its

customers to meet, at a minimum, the margin requirements established by each of the exchanges

at which contracts are traded. Exchange traded financial instruments, such as futures contracts

and options, generally do not give rise to significant unsecured counterparty exposure. Risk

arising from customer positions is managed based on margin requirements equivalent to

exchange margins. Margin is a good faith deposit from the customer that reduces risk to the

Company of failure by the customer to fulfill obligations under these contracts. To minimize its

exposure to risk of loss due to market variation, the Company adjusts these margin requirements

as needed. As a result of market variations or in the event of customer non-performance, the

Company may satisfy margin requirements by liquidating certain customer positions.

Management believes that the margin deposits held at August 31, 2013, were adequate to

minimize the risk of material loss that could be created by positions held at that time.

g. Income Taxes

The Company files a separate federal income tax return, but certain state income tax returns are

filed on a consolidated basis with its Parent. State income taxes are calculated as if the Company

filed on a separate return basis and the amount of current tax or benefit calculated is either

remitted to or received from the Parent. The amount of current and deferred taxes payable is
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recognized as of the date of the financial statements, utilizing currently enacted tax laws and rates.

Deferred income taxes are recorded to reflect the effects of timing differences in the recognition of

income and expenses for financial and tax reporting purposes.

h. Foreign Revenue

Foreign revenues totaled $209,840 and $194,508 in the years ended August 31, 2013 and 2012,

respectively.

i. Reclassifications

Certain amounts in the 2012 financial statements have been reclassified to conform to the 2013

presentation.

j. Recently Adopted Accounting Pronouncement

In May 2011, the Financial Accounting Standards Board (FASB) issued Accounting Standards

Update (ASU) 2011-04, Amendments to Achieve Common Fair Value Measurement and Disclosure

Requirements in U.S. GAAP and IFRS. ASU 2011-04 amends Accounting Standards Codification

(ASC) Topic 820, Fair Value Measurements and Disclosures, by requiring additional disclosures

regarding fair value measurements. The adoption of this amended guidance had minimal impact

to the Company. The amended guidance also did not impact financial results.

2. Customer segregated funds

Amounts segregated for customers' accounts exceeded amounts required to be segregated under

the Commodity Exchange Act as of August 31, 2013 and 2012 by $11,402,573 and $10,354,953,

respectively.

A significant portion of the Company's assets are held in interest bearing accounts by ADM

Investor Services, Inc., the Company's principal clearing broker.

3. Debt

The Company has two committed short-term lines of credit with CoBank that are secured by

inventory: a $20 million line of credit to finance margin deposits ($25 million in 2012) and a $10

million line of credit to finance the purchase of grain inventory under the Company’s inventory

purchase program ($20 million in 2012). At August 31, 2013 and 2012, the Company had no

borrowings outstanding. The interest rate at August 31, 2013 on the $20 million line of credit

with CoBank ($25 million in 2012) was 2.25%, while the interest rate on the $10 million line of

credit with CoBank ($20 million in 2012) ranged from 2.45% to 4.65% above LIBOR.
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4. Fair Value Measurements

The Company defines fair value as an exit price, which is the price that would be received for an

asset or paid to transfer a liability in the Company’s principal or most advantageous market for the

asset or liability in an orderly transaction between market participants on the measurement date.

The Company’s policy is to maximize the use of observable inputs and minimize the use of

unobservable inputs when measuring fair value. Observable inputs reflect the assumptions

market participants would use in pricing the asset or liability and are developed based on market

data obtained from sources independent of the reporting entity. Unobservable inputs reflect the

entity’s own assumptions based on market data and the entity’s judgments about the assumptions

that market participants would use in pricing the asset or liability and are to be developed based

on the best information available in the circumstances. The three levels within the hierarchy used

to measure fair value include:

 Level 1 – Inputs may include quoted prices (unadjusted) in active markets for identical

assets and liabilities that the Company has the ability to access. Financial assets and

liabilities utilizing Level 1 inputs include active exchange-traded derivative contracts, U.S.

government securities, and certain publicly traded equity securities.

 Level 2 – Inputs may include quoted prices for similar assets and liabilities in active markets

or quoted prices in markets that are less active than traded exchanges or other observable

inputs (other than quoted prices included in Level 1) for the asset or liability that can be

corroborated by observable market data, such as interest rates and yield curves that are

observable at commonly quoted intervals. Financial assets and liabilities utilizing Level 2

inputs include most corporate bonds and certificates of deposit.

 Level 3 – Inputs may include unobservable inputs that are supported by little or no market

activity and that are a significant component of the fair value of the asset or liability.

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

value hierarchy. In such cases, the level in the fair value hierarchy within which fair value

measurement in its entirety falls has been determined based on the lowest level of input that is

significant to the fair value measurement in its entirety. The Company’s assessment of the

significance of a particular input to the fair value measurement in its entirety requires judgment

and considers factors specific to the asset or liability.
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5. Capital stock

August 31,

2013 2012

Class A Preferred, Series 1, 8%

noncumulative, $25 par value;

80,000 shares authorized, issued $ 2,000,000 $ 2,000,000

and outstanding

Class A Preferred, Series 2, 8%

noncumulative, $1,000 par value;

75,000 shares authorized,1,000

shares issued and outstanding

(3,000 shares issued and

outstanding in 2012) 1,000,000 3,000,000

Class C Preferred, nondividend,

$100 par value; 20,000 shares

authorized, 1,420 shares issued

and outstanding 142,000 142,000

Class D Preferred, nondividend

$50 par value, 200,000 shares

authorized

Total preferred stock

0

3,142,000

0

5,142,000

Common stock, $100 par value;

500 shares authorized, 128 shares

issued and outstanding (130 shares

issued and outstanding in 2012) 12,800 13,000

Total capital stock $ 3,154,000 $ 5,155,000

During the year ended August 31, 2013, the Company redeemed, at par value, $2.0 million of

GROWMARK’s investment in Class A Preferred Stock (Series 2).

In the event of the liquidation, dissolution, or winding up of the affairs of the Company, the

preference of rights to receive the proceeds of the assets would be in the following order: Class A

Preferred Stock, Class C Preferred Stock, Class D Preferred Stock. All of the remaining balance of
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such assets shall be distributed among the holders of the Common Stock in the Company upon the

basis of their patronage with the Company.

6. Income taxes

At August 31, 2013 and 2012, the Company had a total net deferred tax liability of $29,597 and

$29,311, respectively. The deferred items include temporary differences related to accounting

methods being used for financial accounting that differ from those used for tax accounting. The

difference relates to the basis of ownership in cooperatives.

The difference between the statutory tax rate and effective tax rate is primarily due to patronage

refunds and state taxes.

The following table identifies key components of income tax expense:

Years Ended August 31,

2013 2012

Current tax expense - federal $ 131,313 $ 222,326

Current tax expense - state 41,052 53,190

Current tax expense – total 172,365 275,516

Deferred tax expense 286 29,311

$ 172,651 $ 304,827

The Company is subject to income tax filing requirements imposed by the federal and state taxing

authorities in the United States. Income tax returns filed, or to be filed, by the Company for tax

years ended after August 31, 2009 are subject to examination by these taxing authorities.

In complying with Accounting Standards Codification (ASC) 740, management has evaluated all

tax positions taken on income tax returns filed or to be filed by the Company that are used in

determining the tax benefits reported as current or deferred tax assets and liabilities in these

financial statements. As the result of this evaluation, management believes that each such tax

position is more likely than not, based on technical merits, to be sustained on examination and

that the full tax benefit of each tax position, as reported in these financial statements, will

ultimately be realized.

The Company has not recognized any interest or penalties in the Statements of Income or in the

Statements of Financial Position related to ASC 740. The Company recognizes interest and penalty

expense, if any, in its provision for income taxes.



-11-

7. Related party transactions

Commissions earned from GROWMARK, Inc. and its subsidiary companies amounted to

$1,526,287 for the year ended August 31, 2013 ($1,742,556 in 2012).

Under a management service agreement with GROWMARK, Inc., which may be canceled by either

party, the Company is obligated to pay GROWMARK, Inc. an annual management fee based on

actual GROWMARK, Inc. costs, as defined in the agreement. The fees incurred under this

agreement were $2,212,343 in 2013 ($2,320,085 in 2012) and are included in general and

administrative expenses and include costs such as payroll related expenses, rent and computer

support.

Non-customers are defined as GROWMARK, Inc. and its subsidiary companies, which were due

balances of $20,167,161 and $40,548,067 at August 31, 2013 and 2012, respectively.

The Company had a notes receivable balance from GROWMARK, Inc. totaling $3,000,000 at August

31, 2012, which was collected in 2013.

8. Capital requirement

The Company is subject to the minimum financial requirements of the Commodity Futures

Trading Commission. Under these requirements, the Company is required to maintain adjusted

net capital at a minimum of $1,000,000 or a percentage of the Company’s customer and non-

customer risk maintenance margin, as defined, whichever is greater.

Adjusted net capital changes from day to day, but at August 31, 2013 and 2012, the Company had

adjusted net capital of $10,453,965 and $9,552,067, respectively, exceeding the minimum capital

requirements by $7,219,435 and $2,681,647, respectively.

The minimum requirements may effectively restrict the payment of cash dividends.

9. Subsequent events

These financial statements reflect the impact of recognized material subsequent events through

October 7, 2013, which is the date that the financial statements were available to be issued.
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Schedule 1
MID-CO COMMODITIES, INC.

RECONCILIATION OF CURRENT ASSETS

August 31, 2013

Current assets as reported in the statement

of financial position $ 58,935,437

Adjustments to current assets in accordance

with Commodity Futures Trading Commission

Regulation 1.17 (a)(1)(c)(2):

Customer and non-customer

net option value 688,634

Unsecured accounts receivable (1,755)

Non-allowable – other assets (122,034)

Current assets as shown in the statement of

the computation of the minimum capital

requirements (Schedule 2) $ 59,500,282

RECONCILIATION OF LIABILITIES

August 31, 2013

Liabilities as reported in the statement

of financial position $ 48,381,624

Adjustments to liabilities in accordance

with Commodity Futures Trading Commission

Regulation 1.17 (a)(1)(c)(4):

Customer and non-customer net option

value 688,634

Customer deficits (non-current) 5,656

Liabilities as shown in the statement of the

computation of the minimum capital

requirements (Schedule 2) $ 49,075,914



There are no material differences between the audited computation of net capital above and that 
reported by the Company in the unaudited Form 1-FR-FCM as of August 31, 2013.



There are no material differences between the audited computation of net capital above and that 
reported by the Company in the unaudited Form 1-FR-FCM as of August 31, 2013.



There are no material differences between the audited computation of net capital above and that 
reported by the Company in the unaudited Form 1-FR-FCM as of August 31, 2013.



There are no material differences between the audited computation of net capital above and that 
reported by the Company in the unaudited Form 1-FR-FCM as of August 31, 2013.



There are no material differences between the audited computation of net capital above and that 
reported by the Company in the unaudited Form 1-FR-FCM as of August 31, 2013.



There are no material differences between the audited computation of net capital above and that 
reported by the Company in the unaudited Form 1-FR-FCM as of August 31, 2013.
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Supplementary Report of Independent Auditors on Internal 
Control Required by CFTC Regulation 1.16  

The Board of Directors 
MID-CO Commodities, Inc.  

In planning and performing our audit of the financial statements of MID-CO Commodities, Inc. 
(the Company) as of and for the year ended August 31, 2013, in accordance with auditing 
standards generally accepted in the United States, we considered its internal control over 
financial reporting (internal control) as a basis for designing our auditing procedures for the 
purpose of expressing our opinion on the financial statements, but not for the purpose of 
expressing an opinion on the effectiveness of the Company’s internal control. Accordingly, we 
do not express an opinion on the effectiveness of the Company’s internal control. 

As required by Regulation 1.16 of the Commodity Futures Trading Commission (CFTC), we 
have made a study of the practices and procedures followed by the Company, including 
consideration of control activities for safeguarding customer and firm assets. This study included 
tests of such practices and procedures that we considered relevant to the objectives stated in 
Regulation 1.16 in making the following: 

1. The periodic computations of minimum financial requirements pursuant to Regulation 1.17 

2. The daily computations of the segregation requirements of Section 4d(a)(2) of the 
Commodity Exchange Act and the regulations thereunder, and the segregation of funds based 
on such computations 

3. The daily computations of the foreign futures and foreign options secured amount 
requirements pursuant to Regulation 30.7 of the CFTC 

The management of the Company is responsible for establishing and maintaining internal control 
and the practices and procedures referred to in the preceding paragraphs. 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 paragraphs, and to assess whether those practices and procedures can be expected to 
achieve the CFTC’s 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 Company has responsibility are safeguarded against loss from 
unauthorized use or disposition, and that transactions are executed in accordance with 
management’s authorization and recorded properly to permit the preparation of financial 
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statements in conformity with generally accepted accounting principles. Regulation 1.16(d)(2) 
list additional objectives of the practices and procedures listed in the preceding paragraphs. 

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. 

A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to 
prevent, or detect and correct misstatements on a timely basis. A significant deficiency is a 
deficiency, or a combination of deficiencies, in internal control that is less severe than a material 
weakness, yet important enough to merit attention by those charged with governance. 

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

Our consideration of internal control was for the limited purpose described in the first, second, 
and third paragraphs and was not designed to identify all deficiencies in internal control that 
might be deficiencies, significant deficiencies, or material weaknesses. We did not identify any 
deficiencies in internal control and control activities for safeguarding securities and certain 
regulated commodity customer and firm assets 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 and third paragraphs of this report are considered by the CFTC to be adequate for their 
purposes in accordance with the Commodity Exchange Act and related regulations, and that 
practices and procedures that do not accomplish such objectives in all material respects indicate a 
material inadequacy for such purposes. Based on this understanding and on our study, we believe 
that the Company’s practices and procedures, as described in the second and third paragraphs of 
this report, were adequate at August 31, 2013, to meet the CFTC’s objectives. 

This report is intended solely for the information and use of the Board of Directors, management, 
the CFTC, the National Futures Association, and other regulatory agencies that rely on 
Regulation 1.16 of the CFTC in their regulation of registered futures commission merchants, and 
is not intended to be and should not be used by anyone other than these specified parties. 

EY 
October 7, 2013  


