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PART I. FINANCIAL INFORMATION
Item 1. Condensed Consolidated Financial Statements (Unaudited)

LADENBURG THALMANN FINANCIAL SERVICES INC.
CONDENSED CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION

(in thousands, except share and per share amounts)

 

September 30,
2014 

 (Unaudited)  
December 31,

2013
ASSETS    

    
Cash and cash equivalents $ 94,952  $ 50,329
Securities owned, at fair value 5,858  4,789
Receivables from clearing brokers 68,378  31,391
Receivables from other broker-dealers 1,840  2,126
Notes receivable from financial advisors, net 26,898  31,751
Other receivables, net 28,671  21,687
Fixed assets, net 19,245  15,866
Restricted assets 470  570
Intangible assets, net 104,936  76,251
Goodwill 106,926  90,501
Unamortized debt issue cost 755  1,069
Cash surrender value of life insurance 10,140  12,370
Other assets 24,263  22,120

    
      Total assets $ 493,332  $ 360,820

   
LIABILITIES AND SHAREHOLDERS’ EQUITY    

    
Securities sold, but not yet purchased, at fair value $ 3,434  $ 83
Accrued compensation 21,813  20,098
Commissions and fees payable 39,392  32,800
Accounts payable and accrued liabilities 22,328  19,846
Deferred rent 1,585  1,871
Deferred income taxes 9,040  7,499
Deferred compensation liability 16,704  19,056
Accrued interest 2,039  1,506
Notes payable, net of $951 and $1,618 unamortized discount in 2014 and 2013, respectively 62,131  64,648
      Total liabilities 178,466  167,407

    
Commitments and contingencies (Note 7)  
Shareholders’ equity:    
Preferred stock, $.0001 par value; authorized 25,000,000 shares in 2014 and 2013: 8% Series A

cumulative redeemable preferred stock; 11,290,000 and 8,290,000 shares authorized in 2014
and 2013, respectively; 10,873,206 and 6,189,497 shares issued and outstanding in 2014 and
2013, respectively (liquidation preference $271,830 in 2014 and $154,737 in 2013) 1  1

Common stock, $.0001 par value; authorized 800,000,000 and 600,000,000 shares in 2014 and
2013, respectively; shares issued and outstanding, 183,346,168 in 2014 and 181,433,815 in 2013 18  18

   Additional paid-in capital 452,263  350,780
   Accumulated deficit (137,406) (157,438)

    
      Total shareholders’ equity of the Company 314,876  193,361
    
Noncontrolling interest (10)  52

    
      Total shareholders' equity 314,866  193,413
    
      Total liabilities and shareholders' equity $ 493,332  $ 360,820

See accompanying notes.
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LADENBURG THALMANN FINANCIAL SERVICES INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(in thousands, except share and per share amounts)
(Unaudited)

  Three months ended  Nine months ended
  September 30,  September 30,

  2014  2013  2014  2013
Revenues:         
Commissions  $ 109,575  $ 101,469  $ 316,520  $ 293,507
Advisory fees  86,333  69,893  245,265  200,893
Investment banking  10,916  10,090  38,306  31,271
Principal transactions  433  841  1,699  1,690
Interest and dividends  1,760  1,826  5,132  5,139
Service fees and other income  14,715  16,370  49,381  49,163

Total revenues  223,732  200,489  656,303  581,663
Expenses:         
Commissions and fees  163,393  146,906  477,133  424,942
Compensation and benefits  28,410  23,860  81,391  69,316
Non-cash compensation  3,679  1,647  7,689  4,439
Brokerage, communication and clearance fees  4,349  2,761  13,003  8,085
Rent and occupancy, net of sublease revenue  1,905  1,631  4,955  4,601
Professional services  3,127  2,247  8,091  6,401
Interest  1,701  2,283  5,193  13,395
Depreciation and amortization  4,902  3,776  12,527  11,553
Acquisition-related expense  850  —  1,308  —
Loss on extinguishment of debt  —  446  314  4,200
Amortization of retention loans  1,538  1,690  5,108  5,339
Other  10,449  10,284  31,627  30,587

Total expenses  224,303  197,531  648,339  582,858
Income (loss) before item shown below  (571)  2,958  7,964  (1,195)
Change in fair value of contingent consideration  —  —  12  (121)
Income (loss) before income taxes  (571)  2,958  7,976  (1,316)
Income tax expense (benefit)  (13,354)  579  (11,994)  1,718
Net income (loss)  12,783  2,379  19,970  (3,034)
Net loss attributable to noncontrolling interest  (20)  (23)  (62)  (49)
Net income (loss) attributable to the Company  $ 12,803  $ 2,402  $ 20,032  $ (2,985)
Dividends declared on preferred stock  (4,848)  (2,879)  (11,783)  (3,907)

Net income (loss) available to common shareholders  $ 7,955  $ (477)  $ 8,249  $ (6,892)

         
Net income (loss) per share available to common shareholders
(basic)  $ 0.04  $ (0.00)  $ 0.05  $ (0.04)

         
Net income (loss) per share available to common shareholders
(diluted)  $ 0.04  $ (0.00)  $ 0.04  $ (0.04)

         
Weighted average common shares used in computation of per
share data:         

Basic  182,988,516  181,759,305  182,082,141  182,895,952

Diluted  210,535,372  181,759,305  205,243,355  182,895,952

See accompanying notes.
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LADENBURG THALMANN FINANCIAL SERVICES INC.
CONDENSED CONSOLIDATED STATEMENT OF CHANGES

IN SHAREHOLDERS’ EQUITY
(in thousands, except share amounts)

(Unaudited)

  Preferred Stock  Common Stock  Additional
Paid-In
Capital

 
Accumulated

Deficit

 
Noncontrolling

Interest

  

  Shares  Amount  Shares  Amount     
Total

                 

Balance, December
31, 2013  6,189,497  $ 1  181,433,815  $ 18  $ 350,780  $ (157,438)  $ 52  $193,413
Issuance of common

stock under
employee stock
purchase plan  —  —  71,703  —  224  —  —  224

Exercise of stock
options, net of
43,535 shares
tendered in payment
of exercise price  —  —  1,744,378  —  2,028  —  —  2,028
Stock-based

compensation to
consultants and
independent
financial advisors  —  —  —  —  4,731  —  —  4,731

Stock-based
compensation to
employees  —  —  —  —  2,958  —  —  2,958

Repurchase and
retirement of
common stock  —  —  (2,444,490)  —  (8,090)  —  —  (8,090)

Common stock
issued in Highland
acquisition      2,540,762    7,953      7,953

Preferred stock
issued, net of
expenses of $2,302  4,683,709  —  —  —  103,462  —  —  103,462

Preferred stock
dividends declared
and paid  —  —  —  —  (11,783)  —  —  (11,783)

Net income (loss)  —  —  —  —  —  20,032  (62)  19,970
Balance, September
30, 2014  10,873,206  $ 1  183,346,168  $ 18  $ 452,263  $ (137,406)  $ (10)  $314,866

See accompanying notes.
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LADENBURG THALMANN FINANCIAL SERVICES INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)
(Unaudited)

 
Nine months ended 

 September 30,

 2014  2013

    
Cash flows from operating activities:   

Net income (loss) $ 19,970  $ (3,034)
      Adjustments to reconcile net income (loss) to    
          net cash (used) provided by operating activities:    

Change in fair value of contingent consideration (12)  121
Adjustment to deferred rent (286)  213
Amortization of intangible assets 9,360  8,760
Depreciation and other amortization 3,167  2,793

Loss on extinguishment of debt 314  4,200
Amortization of debt discount 371  1,068
Amortization of debt issue cost 296  334

Amortization of retention loans 5,108  5,339
Deferred income taxes (13,381)  695

Benefit attributable to reduction of goodwill 58  58
Non-cash interest expense on forgivable loan 762  797
Non-cash compensation expense 7,689  4,439
Loss on write-off of furniture, fixtures and leasehold improvements, net 6  55

    
(Increase) decrease in operating assets, net of effects of acquisition:    

Securities owned, at fair value (1,069)  (1,756 )
Receivables from clearing brokers (36,987)  (13,910 )
Receivables from other broker-dealers 286  346
Other receivables, net (914)  (353 )

Notes receivable from financial advisors, net (255)  1,365

Cash surrender value of life insurance 2,230  (413 )

Other assets (358)  728

    
Increase (decrease) in operating liabilities, net of effects of acquisition:    

Securities sold, but not yet purchased, at fair value 3,351  41
Accrued compensation (1,647)  5,756
Accrued interest (491)  (3,033 )
Commissions and fees payable 5,142  1,831

Deferred compensation liability (2,352)  396
Accounts payable and accrued liabilities (418)  (630 )

      Net cash (used) provided by operating activities   (60)  16,206

    
Cash flows from investing activities:    

Purchases of fixed assets (5,887)  (4,606 )
Decrease (increase) in restricted assets 100  (250 )
Acquisition of Highland, net of cash received (3,353)  —

      Net cash used in investing activities   (9,140)  (4,856 )

    
Cash flows from financing activities:    

Issuance of Series A preferred stock 103,462  140,413
Issuance of common stock 2,252  424

Series A preferred stock dividends paid (11,783)  (3,907 )
Repurchases of common stock (8,090)  (5,935 )
Term loan additional borrowing 500  —
Principal repayments on notes payable, including, in 2014, $21,834 of Highland's assumed debt (32,518)  (101,525 )
Principal repayments under revolving credit facility, net —  (25,500 )

Third party investment in subsidiary —  120
      Net cash provided by financing activities   53,823  4,090
Net increase in cash and cash equivalents 44,623  15,440
Cash and cash equivalents, beginning of period 50,329  35,434
      Cash and cash equivalents, end of period   $ 94,952  $ 50,874



    
Supplemental cash flow information:    

Interest paid $ 4,246  $ 14,220

Taxes paid 2,222  426

    
Acquisition of Highland:    

Assets acquired $ 63,308  $ —

Liabilities assumed (51,742)  —

Net assets acquired 11,566  —
Stock issued in acquisition (7,953)  —

Cash acquired in acquisition (260)  —

Net cash paid in acquisition $ 3,353  $ —

    
    
    
    

See accompanying notes.
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LADENBURG THALMANN FINANCIAL SERVICES INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited; in thousands, except share and per share amounts)

1. Description of Business and Basis of Presentation

Ladenburg Thalmann Financial Services Inc. (the “Company”) is a holding company. Its principal operating subsidiaries are Securities
America, Inc. (collectively with related companies, ‘‘Securities America’’), Triad Advisors, Inc. (‘‘Triad’’), Investacorp, Inc. (collectively
with related companies, ‘‘Investacorp’’), Ladenburg Thalmann & Co. Inc. (‘‘Ladenburg’’), Ladenburg Thalmann Asset Management Inc.
(‘‘LTAM’’), Premier Trust, Inc. (‘‘Premier Trust’’) and Highland Capital Brokerage, Inc. (“Highland”), which the Company acquired in
July 2014 (see Note 2).

Securities America, Triad and Investacorp are registered broker-dealers and investment advisors that have been serving the independent
financial advisor community since 1984, 1998 and 1978, respectively. The independent financial advisors of Securities America, Triad and
Investacorp primarily serve retail clients. Securities America, Triad and Investacorp derive revenue from advisory fees and commissions,
primarily from the sale of mutual funds, variable annuity products and other financial products and services.

Ladenburg is a full service registered broker-dealer that has been a member of the New York Stock Exchange since 1879. Broker-dealer
activities include sales and trading and investment banking. Ladenburg provides its services principally to middle-market and emerging
growth companies and high net worth individuals through a coordinated effort among corporate finance, capital markets, brokerage and
trading professionals.

LTAM is a registered investment advisor. It offers various asset management products utilized by Ladenburg and Premier Trust’s clients,
as well as clients of Securities America’s, Triad's and Investacorp’s financial advisors.

Premier Trust, a Nevada trust company, provides wealth management services, including administration of personal trusts and retirement
accounts, estate and financial planning and custody services.

Highland is a leading independent insurance brokerage that delivers life insurance, fixed and equity indexed annuities and long-term care
solutions to investment and insurance providers. Highland provides specialized point-of-sale support along with advanced marketing and
estate and business planning techniques, delivering customized insurance solutions to both institutional clients and independent producers.

Securities America's, Triad's, Investacorp's and Ladenburg's customer transactions are cleared through clearing brokers on a fully-disclosed
basis and such entities are subject to regulation by, among others, the Securities and Exchange Commission (“SEC”), the Financial Industry
Regulatory Authority (“FINRA”) and the Municipal Securities Rulemaking Board. Each of Securities America, Triad, Investacorp and
Ladenburg is a member of the Securities Investor Protection Corporation. Securities America is also subject to regulation by the
Commodities Futures Trading Commission and the National Futures Association. Premier Trust is subject to regulation by the Nevada
Department of Business and Industry Financial Institutions Division.

Basis of Presentation

The condensed consolidated financial statements are unaudited and have been prepared in accordance with accounting principles generally
accepted in the United States of America (“GAAP”) for interim financial information and with the instructions to Form 10-Q and Article 10
of Regulation S-X. In the opinion of management, the interim data includes all adjustments, consisting of normal recurring adjustments,
necessary for a fair statement of the results for the periods presented. Because of the nature of the Company’s business, interim period
results may not be indicative of full year or future results.

The unaudited condensed consolidated financial statements do not include all information and notes required in annual audited financial
statements in conformity with GAAP. The statement of financial condition at December 31, 2013 has been derived from the audited
financial statements at that date, but does not include all of the information and notes required by GAAP for complete financial statement
presentation. Please refer to the notes to the audited consolidated financial statements included in the Company’s annual report on Form 10-
K for the year ended December 31, 2013 for additional disclosures and a description of accounting policies (except as updated below for
Highland).
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LADENBURG THALMANN FINANCIAL SERVICES INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS - (Continued)

(Unaudited; in thousands, except share and per share amounts)

2. Highland Acquisition

On July 31, 2014, the Company acquired HCHC Holdings, Inc. (“HCHC”), which is the parent company of Highland. Highland is an
independent insurance brokerage that delivers life insurance, annuities and long-term care solutions to investment and insurance providers.
Highland provides specialized point-of-sale support along with advanced marketing and estate and business planning techniques, delivering
customized insurance solutions to both institutional clients and independent producers. Under the Agreement and Plan of Merger, dated
July 31, 2014, by and among the Company, HCHC, HCHC Acquisition Inc. ("HCHC Acquisition"), a wholly-owned subsidiary of the
Company, and the stockholders of HCHC, HCHC merged with and into HCHC Acquisition, with HCHC Acquisition remaining as the
surviving corporation and a wholly-owned subsidiary of the Company.

The Company paid $3,613 in cash and issued 2,540,762 shares of the Company's common stock, which are subject to certain transfer
restrictions, valued at $7,953. Also, the Company caused all indebtedness owed by certain HCHC subsidiaries under a credit agreement (in
the amount of $21,834) to be repaid. Approximately $7,000 of HCHC Acquisition's (as successor in interest to HCHC) 10% promissory
notes due February 26, 2019 remain outstanding. Legal and other acquisition related costs of approximately $566 were incurred and
charged to expense for the second and third quarters of the Company's year ending December 31, 2014.

The Company has not completed the valuation studies necessary to finalize the acquisition-date fair values of assets acquired and liabilities
assumed and related allocation of purchase price for Highland. Accordingly, amounts set forth below are preliminary estimates only. Once
the valuation process has been completed, there may be changes to the reported values of assets acquired and liabilities assumed, including
goodwill and intangible assets, and those changes could differ materially from what is presented below. The following table summarizes the
estimated fair values of assets acquired and liabilities assumed at the date of acquisition:
 

Cash $ 260
Receivables............................................................................... 6,070
Identifiable intangible assets................................................... 38,045
Goodwill................................................................................... 16,483
Other assets.............................................................................. 2,450
Total assets acquired................................................................ $ 63,308
Commissions and fees payable................................................ (1,450)
Notes payable-current.............................................................. (21,834)
Notes payable-long term.......................................................... (7,000)
Accounts payable and accrued liabilities................................. (6,536)
Deferred taxes payable, net..................................................... (14,922)
Total liabilities assumed.......................................................... $ (51,742)
Total purchase price................................................................. $ 11,566

A deferred tax liability has been recorded for the excess of financial statement basis over tax basis of the acquired assets and assumed
liabilities with a corresponding increase to goodwill. Goodwill, which is non-deductible for income tax purposes, was assigned to the
insurance brokerage segment. Factors that contributed to a purchase price resulting in the recognition of goodwill include Highland's
strategic fit with the Company’s existing businesses, including the resulting synergies and economies of scale expected from the
acquisition.

Identifiable intangible assets as of the acquisition date consist of:
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LADENBURG THALMANN FINANCIAL SERVICES INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS - (Continued)

(Unaudited; in thousands, except share and per share amounts)

   
Useful Life

(years)
Technology $ 972   4
Relationships with customers  1,914   25 & 11
Renewals revenue  30,337   8
Trade names  1,711   9
Non-solicitation agreement  3,111   3
Total identifiable intangible assets $ 38,045    
      

Fair value amounts (Level 3 inputs) were determined using an income approach for renewals revenue, relationships with customers and
trade names and a cost approach for technology.

The accompanying condensed consolidated financial statements include the results of operations of Highland from the date of acquisition.
The following unaudited pro forma information represents the Company’s consolidated results of operations as if the acquisition of
Highland had occurred at the beginning of 2013. The pro forma net loss reflects amortization of the amounts ascribed to identifiable
intangible assets acquired in the acquisition and elimination of Highland's interest expense related to notes repaid at the date of acquisition.
In addition, the $14,125 non-recurring income tax benefit resulting from the acquisition has been eliminated from the pro forma results (see
Note 5).

 
Three Months Ended
September 30, 2014

Nine Months Ended
September 30, 2014

Three Months Ended
September 30, 2013

Nine Months Ended
September 30, 2013

Revenue $ 227,641 $ 686,110 $ 217,980 $ 631,004
Net income (loss) $ 11,008 $ 16,501 $ 1,637 $ (1,858)
Net loss available to common shareholders $ (7,610) $ (9,436) $ (2,428) $ (9,775)
Basic and diluted loss per share available to common
shareholders $ (0.04) $ (0.05) $ (0.01) $ (0.05)
Weighted average common shares outstanding:     
     Basic and diluted 183,816,643 184,045,751 184,300,067 185,436,714

The unaudited pro forma financial information is not intended to represent or be indicative of the Company’s consolidated results of
operations that would have been reported had the acquisition of Highland been completed as of the beginning of 2013, nor should it be
taken as indicative of the Company’s future consolidated results of operations.

Revenues and net loss for Highland for the period from August 1, 2014 to September 30, 2014 included in the accompanying statements of
operations were $9,242 and $742, respectively.

3. Securities Owned and Securities Sold, But Not Yet Purchased

The components of securities owned and securities sold, but not yet purchased at September 30, 2014 and December 31, 2013 were as
follows:
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LADENBURG THALMANN FINANCIAL SERVICES INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS - (Continued)

(Unaudited; in thousands, except share and per share amounts)

  Securities Owned    
Securities Sold,

But Not Yet Purchased
September 30, 2014     
Debt securities  $ 1,896  $ (66 )

U.S. Treasury notes  1  (297 )

Common stock and warrants  1,805  (3,071 )

Restricted common stock and warrants  1,131  —

Other investments  1,025  —
Total  $ 5,858  $ (3,434 )

     
December 31, 2013     
Certificates of deposit  $ 24  $ —

Debt securities  1,402  (46 )

U.S. Treasury notes  1  —

Common stock and warrants  689  (33 )

Restricted common stock and warrants  725  (4 )

Other investments  1,948  —

Total  $ 4,789  $ (83 )

As of September 30, 2014 and December 31, 2013, approximately $5,233 and $4,014, respectively, of securities owned were deposited
with clearing brokers and may be sold or hypothecated by the clearing brokers pursuant to clearing agreements with such clearing brokers.
Securities sold, but not yet purchased, at fair value represents obligations of the Company’s subsidiaries to purchase the specified financial
instrument at the then current market price. Accordingly, these transactions result in off-balance-sheet risk as the Company’s subsidiaries’
ultimate obligation to repurchase such securities may exceed the amount recognized in the consolidated statements of financial condition.

Authoritative accounting guidance 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 are used to
measure fair value.

The fair value hierarchy ranks the quality and reliability of the information used to determine fair values. Financial assets and liabilities
carried at fair value are classified and disclosed in one of the following three categories:

Level 1 — Unadjusted quoted prices in active markets for identical assets or liabilities.

Level 2 — Inputs other than quoted market prices that are observable, either directly or indirectly, and reasonably available. 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 Company.

Level 3 — Unobservable inputs which reflect the assumptions that the Company develops based on available information about what
market participants would use in valuing the asset or liability.

Securities are carried at fair value and classified as follows:

As of September 30, 2014:
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LADENBURG THALMANN FINANCIAL SERVICES INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS - (Continued)

(Unaudited; in thousands, except share and per share amounts)

Securities owned, at fair value     Level 1     Level 2     Level 3     Total
Debt securities  $ —  $ 1,896  $ —  $ 1,896
U.S. Treasury notes  —  1  —  1
Common stock and warrants  1,805  1,131  —  2,936
Other investments  —  1,025  —  1,025
Total  $ 1,805  $ 4,053  $ —  $ 5,858

Securities sold, but not yet purchased, at fair value     Level 1     Level 2     Level 3     Total

Certificates of deposit  $ —  $ (66)  $ —  $ (66)
U.S. Treasury notes  —  (297)  —  (297)
Common stock and warrants  (3,071)  —  —  (3,071)

Total  $ (3,071)  $ (363)  $ —  $ (3,434)

As of December 31, 2013:

Securities owned, at fair value     Level 1     Level 2     Level 3     Total
Debt securities  $ —  $ 1,402  $ —  $ 1,402
Certificates of deposit  24  —  —  24
U.S. Treasury notes  —  1  —  1
Common stock and warrants  689  725  —  1,414
Other investments  —  1,948  —  1,948
Total  $ 713  $ 4,076  $ —  $ 4,789

Securities sold, but not yet purchased, at fair value     Level 1     Level 2     Level 3     Total
Debt securities  $ —  $ (46)  $ —  $ (46)
Common stock and warrants  (33)  (4)  —  (37)

Total  $ (33)  $ (50)  $ —  $ (83)

    
Debt securities and U.S. Treasury notes are valued based on recently executed transactions, market price quotations, and pricing models
that factor in, as applicable, interest rates and bond default risk spreads.

Warrants are carried at a discount to fair value as determined by using the Black-Scholes option pricing model due to illiquidity. This model
takes into account the underlying securities' current market values, the underlying securities' market volatility, the terms of the warrants,
exercise prices and risk-free return rate. As of September 30, 2014 and December 31, 2013, the fair values of the warrants were $505 and
$534, respectively, and are included in common stock and warrants (level 2) above.

From time to time, Ladenburg receives common stock as compensation for investment banking services. These securities are restricted
under applicable securities laws and may be freely traded only upon the effectiveness of a registration statement covering them or upon the
satisfaction of the requirements of Rule 144, including the requisite holding period. Restricted common stock is classified as Level 2
securities.

Other investments consist principally of equity interests in real estate investment trusts, which are valued based on broker-dealer quotations
and pricing available from buyers in the secondary market, and are classified as Level 2 securities.

4. Net Capital Requirements
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The Company’s broker-dealer subsidiaries are subject to the SEC’s Uniform Net Capital Rule 15c3-1, which requires the maintenance of
minimum net capital. Each of Securities America, Triad, Investacorp and Ladenburg has elected to compute its net capital under the
alternative method allowed by this rule, and, at September 30, 2014, each had a $250 minimum net capital requirement. At September 30,
2014, Securities America had regulatory net capital of $8,516, Triad had regulatory net capital of $3,558, Investacorp had regulatory net
capital of $4,364 and Ladenburg had regulatory net capital of $46,928, which included the proceeds of a $25,000 temporary subordinated
loan from the Company to Ladenburg.

Securities America, Triad, Investacorp and Ladenburg claim exemptions from the provisions of the SEC’s Rule 15c3-3 pursuant to
paragraph (k)(2)(ii) as they clear their customer transactions through correspondent brokers on a fully disclosed basis.

Premier Trust, chartered by the state of Nevada, is subject to regulation by the Nevada Department of Business and Industry Financial
Institutions Division. Under Nevada law, Premier Trust must maintain minimum stockholders’ equity of at least $1,000, including at least
$250 in cash. At September 30, 2014, Premier Trust had stockholders’ equity of $1,301, including at least $250 in cash.

5. Income Taxes

The Company files a consolidated federal income tax return and certain combined state and local income tax returns together with its
subsidiaries.

A net deferred tax liability of approximately $14,922 was recorded in connection with the acquisition of Highland for the excess financial
statement basis over tax basis of the acquired assets and assumed liabilities (See Note 2). As Highland will be included in the Company’s
consolidated federal and certain combined state and local income tax returns, deferred federal and a portion of deferred state and local tax
liabilities assumed in the acquisition may be used to offset the reversal of the Company’s pre-existing deferred tax assets. Accordingly, the
Company’s deferred tax valuation allowance has been reduced by $14,125 of the deferred tax liability recorded in the acquisition and
recorded as a deferred tax benefit in the accompanying statements of operations for the three and nine-month periods ended September 30,
2014.

Income tax benefit and income tax expense includes the tax effect of goodwill, which is amortized for income tax purposes, of $294 and
$298 for the three months ended September 30, 2014 and 2013, respectively, and $881 and $885 for the nine months ended September 30,
2014 and 2013, respectively.

The effective tax rates differ from the statutory income tax rates for the 2014 and 2013 periods, primarily due to the reduction of the
deferred tax valuation allowance, a tax provision related to amortization of goodwill for tax purposes and utilization of net operating loss
carryforwards for which valuation allowances had previously been provided.

6. Notes
Payable

Notes payable consisted of the following:

 
September 30, 

2014  
December 31, 

2013
Notes payable to clearing firm under forgivable loans (see Note 13) $ 14,285  $ 14,285
Note payable to a subsidiary of Premier Trust’s former shareholder 264  450
Notes payable to finance Securities America acquisition, net of $951 and $1,618 of unamortized

discount in 2014 and 2013, respectively 38,899  48,232
Note payable under term loan with bank 1,683  1,681
Notes payable to Highland's former shareholders 7,000  —

Total $ 62,131  $ 64,648
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The Company estimates that the fair value of notes payable was $66,223 at September 30, 2014 and $68,908 at December 31, 2013 based
on then current interest rates at which similar amounts of debt could then be borrowed (Level 2 inputs). As of September 30, 2014, the
Company was in compliance with all covenants in its debt agreements.

The lenders under the notes payable to finance the Securities America acquisition (the “November 2011 Loan”) included Frost Nevada
Investments Trust (“Frost Nevada”), an affiliate of the Company's Chairman of the Board and principal shareholder, Vector Group, Ltd.
(“Vector Group”), a principal shareholder of the Company, and the Company's President and Chief Executive Officer and a director. At
September 30, 2014, outstanding principal amounts loaned by Frost Nevada, Vector Group and the Company's President and Chief
Executive Officer were $33,477, $3,720 and $43, respectively.

The Company used the net proceeds from the sale of Series A Preferred Stock during the nine months ended September 30, 2014 (see Note
9) and working capital to prepay $10,000 principal amount of the remaining aggregate principal amount of the November 2011 Loan. In
connection with the prepayment, the Company recorded a loss on extinguishment of debt for the nine months ended September 30, 2014 of
$314, which included unamortized discounts and the write-off of debt issuance costs.

As of the date of the Highland acquisition, Highland had $21,834 payable under a credit agreement that was repaid by the Company. As of
September 30, 2014, HCHC Acquisition, as successor in interest to HCHC, had outstanding $7,000 of its 10% promissory notes due
February 26, 2019. Accrued interest on the promissory notes is payable quarterly on the 15th of October, January, April and July. The
promissory notes may be prepaid, except that if the promissory notes are prepaid in full prior to August 26, 2016, the holders of the
promissory notes are entitled to receive the total amount of interest that would otherwise have been payable through August 26, 2016, less
any interest already paid.

At September 30, 2014, the Company had $40,000 available under its $40,000 revolving credit agreement with an affiliate of its principal
shareholder.

7. Commitments and Contingencies

Litigation and Regulatory Matters

In October 2011, a suit was filed in the U.S. District Court for the District of Delaware by James Zazzali, as Trustee for the DBSI Private
Actions Trust, against 50 firms, including two of the Company’s subsidiaries, and their purported parent corporations, alleging liability for
purported fraud in the marketing and sale of DBSI securities. The plaintiff alleges, among other things, that the defendants failed to conduct
adequate due diligence and violated securities laws. The plaintiff seeks an unspecified amount of compensatory damages as well as other
relief. On September 24, 2014, a Company subsidiary entered into a settlement agreement resolving all claims against it; the amount paid by
such subsidiary in connection with the settlement was not material. Effective September 26, 2014, the case involving the remaining parties
was transferred to the U.S. District Court for the District of Idaho. The remaining Company subsidiary’s motion to dismiss the complaint is
currently pending. The Company believes the claims are without merit and intends to vigorously defend against them.

In December 2011, a purported class action suit was filed in the U.S. District Court for the Southern District of Florida (“District Court”)
against FriendFinder Networks, Inc. (“FriendFinder”), various individuals, and Ladenburg and another broker-dealer as underwriters for
the May 11, 2011 FriendFinder initial public offering. On June 20, 2013, the plaintiff filed its second amended complaint, alleging that the
defendants, including Ladenburg, were liable for violations of federal securities laws. On March 18, 2014, the District Court dismissed the
second amended complaint with prejudice. On October 24, 2014, the U.S. Court of Appeals for the Eleventh Circuit affirmed the dismissal
of the second amended complaint.

In December 2012, a purported class action suit was filed in the Superior Court of California for San Mateo County against Worldwide
Energy & Manufacturing, Inc. (“WEMU”), certain individuals, and Ladenburg as placement agent for a 2010 offering of WEMU
securities. The complaint alleged that the defendants, including Ladenburg, are liable for violations of state securities laws, and does not
specify the amount of damages sought. On August 11, 2014, the parties entered into a settlement agreement resolving all claims in the
complaint, which is subject to court approval. The amount expected to be paid by Ladenburg in connection with the settlement was accrued
at December 31, 2013.

In April 2013, a former client of Securities America filed an arbitration claim against Securities America concerning the suitability of
investments in three tenant-in-common interests purchased through Section 1031 tax-deferred exchanges;
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the claimant sought compensatory damages equal to the purported total investment loss of approximately $2,164 and other relief. On
September 15, 2014, the parties entered into a settlement agreement resolving all claims; the amount paid in connection with the settlement
was not material.

During the period from June to November 2013, and in September 2014, seven former clients of Triad filed arbitration claims concerning
the suitability of investments in tenant-in-common interests purchased through Section 1031 tax-deferred exchanges. In June and October
2014, two of the claimants entered into settlement agreements with Triad that resolved all of such claimants' claims; the amounts paid by
Triad in connection with the settlements were not material. The five remaining claims, which seek purported investment losses totaling
$6,051, and other relief, are currently pending. The Company believes the claims are without merit and intends to vigorously defend against
them.

Commencing in October 2013, certain states have requested that Securities America provide information concerning the suitability of
purchases of non-traded REIT securities by their residents. Securities America is complying with the requests. The Company currently is
unable to determine the scope of any potential liability or whether and to what extent any of the states may seek to discipline Securities
America.

From April to September 2014, six arbitration claims were filed on behalf of 40 individuals against Securities America and another
brokerage firm concerning purported unauthorized trading and unsuitability of investments made on their behalf by a registered
representative. Securities America believes that all or virtually all of the transactions at issue occurred while the registered representative
was affiliated with his prior brokerage firm. On October 17, 2014, the parties to one of the arbitration claims reached an agreement in
principle to resolve all claims on behalf of 29 individuals; the amount to be paid in connection with that settlement is not material. The 11
claimants in the remaining five arbitration claims are seeking reimbursement of investment losses that may exceed $3,000, and other relief.
The Company believes the claims are without merit and intends to vigorously defend against them.

In the ordinary course of business, in addition to the above disclosed matters, the Company's subsidiaries are defendants in other litigation
and arbitration proceedings and may be subject to unasserted claims primarily in connection with their activities as securities broker-dealers
or as a result of services provided in connection with securities offerings. Such litigation and claims may involve substantial or
indeterminate amounts and are in varying stages of legal proceedings. When the Company believes that it is probable that a liability has
been incurred and the amount of loss can be reasonably estimated (after giving effect to any expected insurance recovery), the Company
accrues such amount. Upon final resolution, amounts payable may differ materially from amounts accrued. The Company had accrued
liabilities in the amount of approximately $3,854 at September 30, 2014 and $3,291 at December 31, 2013 for certain pending matters. For
other pending matters, the Company was unable to estimate a range of possible loss as of September 30, 2014 or December 31, 2013, as
applicable; however, in the opinion of management, after consultation with counsel, the ultimate resolution of these matters is not expected
to have a material adverse effect on the Company's consolidated financial position, results of operations or liquidity.

8. Off-Balance-Sheet Risk and Concentration of Credit Risk

Securities America, Triad, Investacorp and Ladenburg do not carry accounts for customers or perform custodial functions related to
customers’ securities. They introduce all of their customer transactions, which are not reflected in these financial statements, to clearing
brokers, which maintain cash and the customers’ accounts and clear such transactions. Also, the clearing brokers provide the clearing and
depository operations for proprietary securities transactions. These activities create exposure to off-balance-sheet risk in the event that
customers do not fulfill their obligations to the clearing brokers, as each of Securities America, Triad, Investacorp and Ladenburg has
agreed to indemnify such clearing brokers for any resulting losses. Each of Securities America, Triad, Investacorp and Ladenburg
continually assesses risk associated with each customer who is on margin credit and records an estimated loss when management believes
collection from the customer is unlikely.

The clearing operations for the Securities America, Triad, Investacorp and Ladenburg securities transactions are provided by two clearing
brokers, which are large financial institutions.

At September 30, 2014, amounts due from these clearing brokers was $68,378, which represents a substantial concentration of credit risk
should these clearing brokers be unable to fulfill their obligations.
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In the normal course of business, Securities America, Triad, Investacorp and Ladenburg may enter into transactions in financial instruments
with off-balance sheet risk. As of September 30, 2014, Securities America, Triad and Ladenburg sold securities that they do not own and
will therefore be obligated to purchase such securities at a future date. These obligations have been recorded in the statements of financial
condition at the market values of the related securities, and such entities will incur a loss if, at the time of purchase, the market value of the
securities has increased since the applicable date of sale.

The Company and its subsidiaries maintain cash 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.

9. Shareholders’ Equity

Repurchase Program

In March 2007, the Company’s board of directors authorized the repurchase of up to 2,500,000 shares of the Company’s common stock
from time to time on the open market or in privately negotiated transactions, depending on market conditions. In October 2011, the board
approved an amendment to the repurchase program to permit the purchase of up to an additional 5,000,000 shares. Since inception through
September 30, 2014, 6,194,247 shares of common stock have been repurchased for $14,179 under the program, including the repurchase
of 1,280,400 shares for $4,674 and 2,444,490 shares for $8,090 during the three and nine months ended September 30, 2014, respectively.

Stock Compensation Plans

Options granted during the nine months ended September 30, 2014 were as follows:

Grant Date  Expiration Date Shares Exercise Price Fair Value(1)

January 17, 2014 (2)(3) January 17, 2024 30,000 $ 3.25 $ 66
January 17, 2014 (2) January 17, 2024 2,268,000 $ 3.25 $ 3,859
January 22, 2014 (2) January 22, 2024 10,000 $ 2.89 $ 18
March 31, 2014 (2) March 31, 2024 30,000 $ 3.02 $ 55
June 25, 2014 (4) June 25, 2024 450,000 $ 3.01 $ 832
July 1, 2014 (2) July 1, 2024 10,000 $ 3.32 $ 19
July 31, 2014 (2) July 31, 2024 500,000 $ 3.13 $ 927

   3,298,000   

(1) Fair value is calculated using the Black-Scholes option pricing
model.

(2) Options vest in four equal annual installments beginning on the first anniversary of the respective grant
dates.

(3) Compensation expense recognized each period is based on the award's estimated value at the most recent reporting
date.

(4) Options vest on the first anniversary of the grant
date.

Options to purchase 201,413 shares of common stock were forfeited during the nine months ended September 30, 2014.

As of September 30, 2014, there was $13,813 of unrecognized compensation cost for stock-based compensation, of which $4,698 related
to the 2014 grants described above. This cost is expected to be recognized over the vesting periods of the options, which on a weighted-
average basis are approximately 1.84 years for all grants and approximately 3.06 years for the 2014 grants.

Options were exercised to purchase 498,976 and 1,787,913 shares of the Company’s common stock during the three and nine months
ended September 30, 2014, for which the intrinsic value on dates of exercise was $1,187 and $3,354, respectively.

Capital Stock
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On June 25, 2014, the Company's shareholders approved an amendment to the Company's Articles of Incorporation to increase the number
of shares of common stock authorized from 600,000,000 to 800,000,000. On June 13, 2014, the Company filed articles of amendment to
the Company's Articles of Incorporation to designate an additional 3,000,000 shares of its Series A Preferred Stock.

On June 24, 2013, the Company entered into an Equity Distribution Agreement under which it may sell up to an aggregate of 3,000,000
shares of its Series A Preferred Stock from time to time in an “at the market” offering under Rule 415 under the Securities Act of 1933, as
amended (the “Securities Act”). On June 13, 2014, the Company entered into another Equity Distribution Agreement under which it may
sell up to an aggregate of 3,000,000 shares of its Series A Preferred Stock from time to time in an “at the market” offering under Rule 415
under the Securities Act. During the three and nine months ended September 30, 2014, the Company sold 2,542,490 and 4,683,709 shares
of Series A Preferred Stock, respectively, pursuant to the “at the market” offering, which provided total gross proceeds to the Company of
$57,652 and $105,764, respectively, before deducting the commission paid to unaffiliated sales agents and offering expenses aggregating
$1,201 and $2,302, respectively.

For the three and nine months ended September 30, 2014, the Company paid dividends of $4,848 and $11,783, respectively, on its
outstanding Series A Preferred Stock based on a monthly dividend of approximately $0.1667 per share.

10. Per Share Data

Basic net income per share is computed by dividing net income attributable to the Company, decreased by dividends declared on preferred
stock, by the weighted-average number of common shares outstanding. The dilutive effect of incremental common shares potentially
issuable under outstanding options and warrants is included in diluted earnings per share utilizing the treasury stock method. A
reconciliation of basic and diluted common shares used in the computation of per share data follows:
 

 Three months ended September 30,  Nine months ended September 30,

 2014  2013  2014  2013
Basic weighted-average shares 182,988,516  181,759,305  182,082,141  182,895,952
Effect of dilutive securities:       
     Common stock options 18,424,579  —  15,289,845  —
     Warrants to purchase common stock 9,122,277  —  7,871,369  —
Dilutive potential common shares 27,546,856  —  23,161,214  —
Weighted average common shares outstanding and dilutive

potential common shares 210,535,372  181,759,305  205,243,355  182,895,952

For the three and nine months ended September 30, 2014, options to purchase 3,358,000 shares of common stock and for the three and nine
months ended September 30, 2013 options and warrants to purchase 57,007,593 shares of common stock, were not included in the
computation of diluted loss per share as the effect would have been anti-dilutive.

11. Noncontrolling Interest

Arbor Point Advisors, LLC (“APA”), a registered investment advisor, which began operations in 2013, provides investment advisory
services through APA's licensed investment advisor representatives. Securities America holds an 80% interest in APA and an unaffiliated
entity owns a 20% interest. Because Securities America is the controlling managing member of APA, the results of operations of APA are
included in the Company's consolidated financial statements, and amounts attributable to the 20% unaffiliated investor are recorded as a
noncontrolling interest.
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12. Segment Information

The Company has three operating segments. The independent brokerage and advisory services segment includes the broker-dealer and
investment advisory services provided by Securities America, Triad and Investacorp to their independent contractor financial advisors and
wealth management services provided by Premier Trust. The Ladenburg segment includes the investment banking, sales and trading and
asset management services and investment activities conducted by Ladenburg and LTAM. The insurance brokerage segment includes the
wholesale insurance brokerage activities provided by Highland, which delivers life insurance, fixed and equity indexed annuities, as well as
long-term care solutions to investment and insurance providers.

Earnings before interest, taxes, depreciation and amortization, or EBITDA, adjusted for acquisition-related expense, amortization of
retention loans, change in the fair value of contingent consideration related to acquisitions, loss on extinguishment of debt, interest income
and non-cash compensation expense, is a key metric the Company's management uses in evaluating financial performance for its reportable
segments. EBITDA, as adjusted, is considered a non-GAAP financial measure as defined by Regulation G promulgated by the SEC under
the Securities Act of 1933, as amended. The Company considers EBITDA, as adjusted, important in evaluating its financial performance on
a consistent basis across various periods. Due to the significance of non-cash and non-recurring items, EBITDA, as adjusted, enables the
Company's Board of Directors and management to monitor and evaluate the business on a consistent basis. The Company uses EBITDA,
as adjusted, as a primary measure, among others, to analyze and evaluate financial and strategic planning decisions regarding future
operating investments and potential acquisitions. The Company believes that EBITDA, as adjusted, eliminates items that are not indicative
of its core operating performance, such as amortization of retention loans for the Securities America acquisition and other acquisition-
related expenses, or do not involve a cash outlay, such as stock-related compensation, which is expected to remain a key element in our
long-term incentive compensation program. EBITDA, as adjusted, should be considered in addition to, rather than as a substitute for, pre-
tax income, net income and cash flows from operating activities.

Segment information for the three months ended September 30, 2014 and 2013 was as follows:

 
Independent

Brokerage and
Advisory Services  Ladenburg  Insurance Brokerage  Corporate  Total

2014          
Revenues $ 197,730  $ 16,675  $ 9,242  $ 85  $ 223,732
Pre-tax income (loss) 1,186  3,400  (742)  (4,415) (2) (571)
EBITDA, as adjusted(7) 10,369  3,734  386  (2,429)  12,060
Identifiable assets 314,083  72,190 (6) 62,812  44,247  493,332
Depreciation and amortization 3,771  176  952  3  4,902
Interest 1,267  11  118  305  1,701
Capital expenditures 1,114  —  48  —  1,162
Non-cash compensation 2,640  153  58  828  3,679
          
2013        
Revenues $ 184,085  $ 16,325  $ —  $ 79  $ 200,489
Pre-tax (loss) income(3) 4,199  2,284  —  (3,525) (2) 2,958
EBITDA, as adjusted(3)(7) 12,592  2,654  —  (2,478)  12,768
Identifiable assets 315,401  34,526  —  4,908  354,835
Depreciation and amortization 3,550  214  —  12  3,776
Interest 1,906  3  —  374  2,283
Capital expenditures 1,090  479  —  —  1,569
Non-cash compensation 851  163  —  633  1,647
          

Segment information for the nine months ended September 30, 2014 and 2013 was as follows:
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Independent

Brokerage and
Advisory Services  Ladenburg  

Insurance
Brokerage  Corporate  Total

2014          
Revenues $ 588,987  $ 57,830  $ 9,242  $ 244  $ 656,303
Pre-tax income (loss) 6,927  13,176  (742)  (11,385) (2) 7,976
EBITDA, as adjusted(7) 32,318  14,123  386  (6,857)  39,970
Identifiable assets 314,083  72,190 (6) 62,812  44,247  493,332
Depreciation and amortization 11,082  486  952  7  12,527
Interest 4,121  18  118  936  5,193
Capital expenditures 4,805  926  48  108  5,887
Non-cash compensation 4,913  458  58  2,260  7,689
          
2013          
Revenues $ 535,702 (4) $ 50,890 (4) $ —  $ (4,929) (5) $ 581,663

Pre-tax (loss) income(3) 3,726  8,962  —  (14,004) (1)(2) (1,316)

EBITDA, as adjusted(3)(7) 36,874  10,135 (1) —  (9,374) (1) 37,635
Identifiable assets 315,401  34,526  —  4,908  354,835
Depreciation and amortization 10,880  626  —  47  11,553
Interest 10,830  71  —  2,494  13,395
Capital expenditures 3,575  1,031  —  —  4,606
Non-cash compensation 2,109  486  —  1,844  4,439

          

(1) Includes the elimination of $2,545, consisting of $5,148 of revenue net of employee brokerage commission expenses of $2,603
related to sales of the Company's Series A Preferred Stock.

(2) Includes interest on revolving credit and forgivable loan notes, compensation, professional fees and other general and administrative
expenses.

(3) Management fees paid by the Company's operating segments to the Company have been reclassified within segments to conform to
the current period’s presentation.

(4)  Includes brokerage commissions of $4,240 and $908 in the Ladenburg and Independent brokerage and advisory services segments,
respectively, related to the sale of the Company's Series A Preferred Stock (eliminated in consolidation).

(5)  Includes the elimination of $5,148 of revenue referred to in
(1).

(6)  Includes a temporary subordinated loan of $25,000 made to Ladenburg from Corporate and repaid on October 7,
2014.

(7)  The following table reconciles EBITDA, as adjusted, to pre-tax income (loss) for the three and nine months ended September 30,
2014 and 2013:
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Three months ended

September 30,  
Nine months ended

September 30,
EBITDA, as adjusted 2014  2013  2014  2013
Independent Brokerage and Advisory Services $ 10,369  $ 12,592  $ 32,318  $ 36,874
Ladenburg 3,734  2,654  14,123  10,135
Insurance Brokerage 386  —  386  —
Corporate (2,429)  (2,478)  (6,857)  (9,374)

Total Segments 12,060  12,768  39,970  37,635
        
Adjustments:        
Interest income 59  55  195  145
Change in fair value of contingent consideration —  —  12  (121)
Loss on extinguishment of debt —  (446)  (314)  (4,200)
Interest expense (1,701)  (2,283)  (5,193)  (13,395)
Depreciation and amortization (4,902)  (3,776)  (12,527)  (11,553)
Non-cash compensation expense (3,679)  (1,647)  (7,689)  (4,439)
Amortization of retention loans (1,538)  (1,690)  (5,108)  (5,339)
Acquisition-related expenses (850)  —  (1,308)  —
Net loss attributable to noncontrolling interest (20)  (23)  (62)  (49)

Pre-tax income (loss) $ (571)  $ 2,958  $ 7,976  $ (1,316)

13. Subsequent events

On October 15, 2014, the Company acquired 100% of the outstanding capital stock of KMS Financial Services, Inc. (“KMS”) for a
purchase price of $24,000, consisting of $11,000 in cash, $8,000 in notes and 1,440,922 shares of the Company's common stock valued at
$5,000. KMS is a Seattle-based independent broker-dealer and investment advisor with a strong presence in the Pacific Northwest.

On September 21, 2014, the Company entered into a stock purchase agreement with Securities Service Network, Inc. (“SSN”),
Renaissance Capital Corporation (“RCC”) and the shareholders of SSN and RCC, pursuant to which the Company agreed to acquire all of
the issued and outstanding capital stock of SSN and RCC. SSN is an independent broker-dealer, registered investment advisor and
insurance agency based in Knoxville, TN. Under the terms of the purchase agreement, the Company has agreed to pay to SSN's and RCC's
shareholders an aggregate of approximately $45,000, consisting of a $25,000 cash payment to be paid on the date following the closing of
the transaction (which is anticipated to occur in the fourth quarter of 2014) and $20,000 aggregate principal amount of promissory notes
secured by a pledge of the acquired shares of SSN and RCC.

In 2009 and 2011, the primary clearing firm of the Company’s subsidiaries, National Financial Services LLC (“NFS”), a
Fidelity Investments company, provided the Company with forgivable loans, the proceeds of which were used to help fund the Company’s
growth strategy. Under the terms of the loans, on an annual basis commencing November 2012, based on the Company’s subsidiaries
continuing to clear with NFS and, in the case of one of the loans, meeting certain annual clearing revenue targets, a portion of the principal
amount of the loans and related interest are forgiven. In November 2014, approximately $3,929 aggregate principal amount of the loans
was forgiven together with related interest, and the Company will recognize an increase in pre-tax income for the fourth quarter of 2014 of
approximately $3,100, net of related compensation expense, resulting from the forgiveness.

18



Item 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS
(dollars in thousands, except per share data)

Overview

We are a diversified financial services company engaged in independent brokerage and advisory services, investment banking,
equity research, institutional sales and trading, asset management services, wholesale life insurance brokerage and trust services through
our principal subsidiaries, Securities America, Inc. (collectively with related companies, “Securities America”), Triad Advisors, Inc.
(“Triad”), Investacorp, Inc. (collectively with related companies, “Investacorp”), Ladenburg Thalmann & Co. Inc. (“Ladenburg”),
Ladenburg Thalmann Asset Management Inc. (“LTAM”), Highland Capital Brokerage, Inc. (“Highland”), KMS Financial Services, Inc.
(“KMS”) and Premier Trust, Inc. (“Premier Trust”). We are committed to establishing a significant presence in the financial services
industry by meeting the varying investment needs of our clients.

Through our acquisitions of Securities America, Triad, Investacorp and KMS, we have established a leadership position in the
independent broker-dealer industry. During the past decade, this has been one of the fastest growing segments of the financial services
industry. With approximately 3,200 financial advisors located in 50 states, we have become one of the five largest independent broker-
dealer networks. We believe that we have the opportunity through acquisitions, recruiting and internal growth to continue expanding our
market share in this segment over the next several years. Since 2007, our plan has been to marry the more stable and recurring revenue and
cash flows of the independent broker-dealer business with Ladenburg’s traditional investment banking, capital markets, institutional, sales
and trading and related businesses.

    
Ladenburg’s traditional businesses are generally more volatile and subject to the cycles of the capital markets than our independent

broker-dealer subsidiaries, but historically have enjoyed strong operating margins in good market conditions. Our goal has been to build
sufficient scale in our independent brokerage business, with the accompanying more steady cash flows it can produce, so regardless of
capital market conditions, we as a firm can generate significant operating cash to create value for our shareholders.

The appealing growth profile of the independent brokerage and advisory business has been a key factor in setting our strategic path.
The independent brokerage channel has expanded significantly over the past decade, driven in large part by demographic trends, including
the graying of America, the retirement of the baby boomer generation and the expected transfer of retirement assets from 401(k) and group
plans to individual retirement accounts. The increasing responsibility of individuals to plan for their own retirement has created demand for
the financial advice provided by financial advisors in the independent channel, who are not tied to a particular firm’s proprietary products.
These developments have been occurring against a backdrop of the steady migration of client assets and advisors from the wirehouse,
insurance and bank channels to the independent channel.

We operate each of our independent broker-dealers separately under their own management teams in a network model, which reflects
our recognition that each firm has its own unique culture and strengths. We believe this is an important part of the glue that helps bind the
advisors to the firm. At the same time, we have taken advantage of the scale we have created across the multiple firms by spreading costs in
areas that are not directly visible to the advisors and their clients, such as technology, accounting and other back office functions.

While we keep each firm separate, we seek to share intellectual capital and best practices among the firms. For instance, we offer
Securities America’s industry best practice development tools to our other advisors. Similarly, the advisors in our independent brokerage
and advisory segment have resources to enhance their practices, including access to Ladenburg’s proprietary research, investment banking
and capital markets services, fixed income trading and syndicate products, Premier Trust’s trust services, Highland’s insurance solutions
and LTAM’s wealth management solutions.

Ladenburg is a full service broker-dealer that has been a member of the New York Stock Exchange (“NYSE”) since 1879. It provides
its services principally for middle market and emerging growth companies and high net worth individuals through a coordinated effort
among corporate finance, capital markets, asset management, brokerage and trading professionals.
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LTAM is a registered investment advisor. LTAM offers various asset management products utilized by Ladenburg's and Premier
Trust's clients, as well as clients of our independent financial advisors.

Highland is a leading independent insurance brokerage that delivers life insurance, fixed and equity indexed annuities and long-term
care solutions to investment and insurance providers. Highland provides specialized point-of-sale support along with advanced marketing
and estate and business planning techniques, delivering customized insurance solutions to both institutional clients and independent
producers.

Premier Trust, a Nevada trust company, provides trust administration of personal and retirement accounts, estate and financial
planning, wealth management and custody services. We acquired Premier Trust in September 2010 to provide our network of independent
financial advisors with access to a broad array of trust services. This was another important strategic step in our efforts to meaningfully
differentiate our independent broker-dealer platform by the breadth of the products and services we offer to our advisors.

Each of Securities America, Triad, Investacorp, Ladenburg and KMS is subject to regulation by, among others, the Securities and
Exchange Commission (“SEC”), the Financial Industry Regulatory Authority (“FINRA”), and the Municipal Securities Rulemaking Board
and is a member of the Securities Investor Protection Corporation. Securities America is also subject to regulation by the Commodities
Futures Trading Commission and the National Futures Association. Premier Trust is subject to regulation by the Nevada Department of
Business and Industry Financial Institutions Division.

Recent Developments

KMS Financial Services, Inc. Acquisition

On October 15, 2014, we acquired all of the issued and outstanding capital stock of KMS. KMS is a leading Seattle-based independent
broker-dealer and registered investment advisor with a strong presence in the Pacific Northwest. At the closing of the acquisition, we paid
approximately $24,000, consisting of $11,000 cash, $8,000 principal amount of our promissory notes, and 1,440,922 shares of our
common stock, which are subject to certain transfer restrictions. The notes are unsecured and bear interest at 1.84% per annum and are
payable in 16 equal quarterly installments. Mark Hamby, KMS’s Chairman and CEO, Eric Westberg, its President and COO, and the rest
of the KMS management team continue to operate KMS as a stand-alone business from its headquarters in Seattle, Washington.

Securities Service Network, Inc. Acquisition

On September 21, 2014, we entered into a stock purchase agreement with Securities Service Network, Inc. (“SSN”), Renaissance
Capital Corporation (“RCC”) and the shareholders of SSN and RCC, pursuant to which we agreed to acquire all of the issued and
outstanding capital stock of SSN and RCC. SSN is a leading independent broker-dealer, registered investment advisor and insurance
agency based in Knoxville, TN. Under the terms of the purchase agreement, we have agreed to pay to SSN's and RCC's shareholders an
aggregate of approximately $45,000, consisting of a $25,000 cash payment to be paid on the date following the closing of the transaction
(which is anticipated to occur in the fourth quarter of 2014) and $20,000 aggregate principal amount of promissory notes secured by a
pledge of the acquired shares of SSN and RCC. Upon completion of the transaction, SSN's President and Chief Executive Officer Wade
Wilkinson and the other members of the SSN management team will continue to operate SSN as a stand-alone business from its
headquarters in Knoxville.

Acquisition Strategy

We continue to explore opportunities to grow our businesses, including through possible acquisitions of other financial services firms,
both domestically and internationally. These acquisitions may involve payments of material amounts of cash, the incurrence of material
amounts of debt, which would increase our leverage, or the issuance of significant amounts of our equity securities, which may be dilutive
to our existing shareholders. We cannot assure you that we will be able to complete any such possible acquisitions on acceptable terms or at
all or, if we do, that any acquired business will be profitable. We also may not be able to integrate successfully acquired businesses into our
existing business and operations.

We were incorporated under the laws of the State of Florida in February 1996.
 

Critical Accounting Policies
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There have been no material changes from the critical accounting policies set forth in Item 7, “Management’s Discussion and Analysis
of Financial Condition and Results of Operations,” of our annual report on Form 10-K for the year ended December 31, 2013. Please refer
to those sections for disclosures regarding the critical accounting policies related to our business.

                       
Results of Operations

The following discussion provides an assessment of our results of operations, capital resources and liquidity and should be read in
conjunction with our unaudited condensed consolidated financial statements and related notes included elsewhere in this report. The
unaudited condensed consolidated financial statements include our accounts and the accounts of Securities America, Triad, Investacorp,
Ladenburg, Highland, Premier Trust and our other subsidiaries, other than KMS, which we acquired on October 15, 2014.

The following table includes a reconciliation of EBITDA, as adjusted, to net income (loss) attributable to the Company as reported:

 Three months ended September 30,  Nine months ended September 30,  
 2014  2013  2014  2013  
Total revenues $ 223,732  $ 200,489  $ 656,303  $ 581,663  
Total expenses 224,303  197,531  648,339  582,858  
Pre-tax (loss) income (571)  2,958  7,976  (1,316) (1) 
Net income (loss) attributable to the Company 12,803  2,402  20,032  (2,985)  
         
Reconciliation of EBITDA, as adjusted, to net

income (loss) attributable to the Company:         
         
EBITDA, as adjusted $ 12,060  $ 12,768  $ 39,970  $ 37,635 (1) 
Add:         
   Interest income 59  55  195  145  

 Change in fair value of contingent consideration —  —  12  (121)  
Less:         
    Loss on extinguishment of debt —  (446)  (314)  (4,200)  

Interest expense (1,701)  (2,283)  (5,193)  (13,395)  
Income tax benefit (expense) 13,354  (579)  11,994  (1,718)  
Depreciation and amortization (4,902)  (3,776)  (12,527)  (11,553)  
Non-cash compensation (3,679)  (1,647)  (7,689)  (4,439)  
Acquisition-related expense (850)  —  (1,308)  —  
Amortization of retention loans (1,538)  (1,690)  (5,108)  (5,339)  

Net income (loss) attributable to the Company $ 12,803  $ 2,402  $ 20,032  $ (2,985)  

(1)  2013 results included the elimination of $2,545, consisting of $5,148 of revenue net of employee brokerage commission expenses
of $2,603 related to sales of the Company’s Series A Preferred Stock. 

Earnings before interest, taxes, depreciation and amortization, or EBITDA, adjusted for acquisition-related expense, amortization of
retention loans, change in the fair value of contingent consideration related to acquisitions, loss on extinguishment of debt, interest income
and non-cash compensation expense, is a key metric we use in evaluating our financial performance. EBITDA, as adjusted, is considered a
non-GAAP financial measure as defined by Regulation G promulgated by the SEC under the Securities Act of 1933, as amended. We
consider EBITDA, as adjusted, important in evaluating our financial performance on a consistent basis across various periods.
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Due to the significance of non-cash and non-recurring items, EBITDA, as adjusted, enables the Company’s Board of Directors and
management to monitor and evaluate the business on a consistent basis.

We use EBITDA, as adjusted, as a primary measure, among others, to analyze and evaluate financial and strategic planning decisions
regarding future operating investments and potential acquisitions. We believe that EBITDA, as adjusted, eliminates items that are not
indicative of our core operating performance, such as amortization of retention loans for the Securities America acquisition and other
acquisition-related expenses, or do not involve a cash outlay, such as stock-related compensation. The presentation of EBITDA, as
adjusted, should not be construed as an inference that our future results will be unaffected by unusual or non-recurring items or by non-
cash items, such as non-cash compensation, which is expected to remain a key element in our long-term incentive compensation program.
EBITDA, as adjusted, should be considered in addition to, rather than as a substitute for, pre-tax income, net income and cash flows from
operating activities.

EBITDA, as adjusted, was $12,060 and $39,970 for the three and nine months ended September 30, 2014, respectively, a decrease of
$708 (6%) and an increase of $2,335 (6%), respectively, from EBITDA, as adjusted, of $12,768 and $37,635, respectively, for the three
and nine months ended September 30, 2013. The decrease in EBITDA, as adjusted, in the 2014 third quarter as compared to the 2013 third
quarter was driven by higher clearing expenses, while the year-to-date growth was primarily due to increased advisory and commission
revenues, as well as increased investment banking activities during 2014. 

Segment Description

We have three operating segments. The independent brokerage and advisory services segment includes the broker-dealer and
investment advisory services provided by Securities America, Triad and Investacorp to their independent contractor financial advisors and
the wealth management services provided by Premier Trust. The Ladenburg segment includes the investment banking, sales and trading and
asset management services and investment activities conducted by Ladenburg and LTAM. The insurance brokerage segment includes the
wholesale insurance brokerage activities provided by Highland, which delivers life insurance, fixed and equity indexed annuities and long-
term care solutions to investment and insurance producers.

 
Three months ended

September 30,  
Nine months ended

September 30,

 2014  2013  2014  2013
Revenues:        
   Independent Brokerage and Advisory Services $ 197,730  $ 184,085  $ 588,987  $ 535,702
   Ladenburg 16,675  16,325  57,830  50,890
   Insurance Brokerage 9,242  —  9,242  —
   Corporate 85  79  244  (4,929)
      Total revenues $ 223,732  $ 200,489  $ 656,303  $ 581,663

        
Pre-tax income (loss):        
   Independent Brokerage and Advisory Services $ 1,186  $ 4,199  $ 6,927  $ 3,726
   Ladenburg 3,400  2,284  13,176  8,962
   Insurance Brokerage (742)  —  (742)  —
   Corporate(1)   (4,415)  (3,525)  (11,385)  (14,004)
      Total pre-tax (loss) income $ (571)  $ 2,958  $ 7,976  $ (1,316)

(1) Includes interest on revolving credit agreement and forgivable loan notes, compensation, professional fees and other
general and administrative expenses.

Three months ended September 30, 2014 versus three months ended September 30, 2013

For the quarter ended September 30, 2014 we had net income attributable to the Company of $12,803 as compared to net income
attributable to the Company of $2,402 for the quarter ended September 30, 2013.
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The increase was attributable to a $14,125 income tax benefit resulting from the reversal of a valuation allowance previously provided to
offset deferred tax assets as discussed below. Net income attributable to the Company for the third quarter of 2014 was impacted positively
by a 12% increase in revenues, which was partially offset by a 14% increase in expenses. Highland, which we acquired in the third quarter
of 2014, had a loss of $742 from the acquisition date (July 31, 2014) through September 30, 2014.

Our total revenues for the three months ended September 30, 2014 increased $23,243 (12%) from the 2013 period, in part due to the
addition of $9,242 in revenues from Highland. Third quarter 2014 revenues included increases in commissions of $8,106, advisory fees of
$16,440 and investment banking revenue of $826, partially offset by decreases in service fees and other income of $1,655, principal
transactions of $408 and interest and dividends of $66. Revenues in the 2014 period increased in each of our operating segments from the
2013 period. Our independent brokerage and advisory services segment revenues increased $13,645 (7%) from the 2013 period, primarily
due to improved market conditions, successful recruitment of additional advisors and increased advisory assets under management. Our
Ladenburg segment revenues in the third quarter of 2014 increased $350 (2%) from the 2013 period also due to improved market
conditions and an increase in institutional sales personnel.

       
Our total expenses for the three months ended September 30, 2014 increased by $26,772 (14%) as compared to the 2013 period, in

part due to the addition of $9,984 from Highland. Third quarter 2014 expenses included increases in commissions and fees expense of
$16,487, compensation and benefits expense of $4,550, brokerage, communication and clearance fee expense of $1,588, depreciation and
amortization of $1,126, acquisition-related expenses of $850, professional services expense of $880 and other expense of $165, which
were partially offset by decreases in interest expense of $582 due to the prepayment of indebtedness and loss on extinguishment of debt of
$446.

The $8,106 (8%) increase in commissions revenue for the three months ended September 30, 2014 as compared to the 2013 period
was primarily attributable to the acquisition of Highland in the third quarter of 2014, which added $9,104 in commissions revenue. Our
independent brokerage and advisory services segment experienced a decrease of $1,011 (1%) in commissions revenue due to lower sales
of alternative investment products in the three months ended September 30, 2014 as compared to the prior-year period. Ladenburg segment
commissions revenue was flat for the third quarter 2014 as compared to the third quarter of 2013.

The $16,440 (24%) increase in advisory fee revenue for the three months ended September 30, 2014 as compared to the 2013 period
was primarily attributable to a $15,764 (23%) increase in advisory fee revenue in our independent brokerage and advisory services
segment. Advisory fee revenue for a particular period is primarily affected by the level of advisory assets and market conditions. For the
three months ended September 30, 2014, we experienced an increase in advisory assets of 14% as compared to the 2013 period, resulting
from strong new business development and improved market conditions. Assuming continued favorable market conditions, we expect
advisory fee revenue to increase in the near term due to newly-added advisory assets and the continued shift by our advisors toward the
advisory business.

The $826 (8%) increase in investment banking revenue for the three months ended September 30, 2014 as compared to the 2013 period
was primarily due to a $505 increase in capital raising revenue and a $321 increase in strategic advisory services revenue during the 2014
third quarter. We derive investment banking revenue from Ladenburg’s capital raising activities, including underwritten public offerings
and private placements, and strategic advisory services. Revenue from capital raising activities was $10,357 for the 2014 third quarter as
compared to $9,851 for the 2013 period, primarily due to an increase in capital raising activities for financial and energy companies and
favorable market conditions. Strategic advisory services revenue was $559 in the third quarter of 2014 as compared to $238 in the
comparable 2013 quarter.

The $408 (49%) decrease in principal transactions revenue for the three months ended September 30, 2014 as compared to the 2013
period was primarily attributable to our Ladenburg segment, which had a decrease of $419, due to a decrease in the value of the firm's
investments.

The $66 (4%) decrease in interest and dividends revenue for the three months ended September 30, 2014 as compared to the 2013
period was primarily due to a decrease of $29 related to interest earned on customers' margin accounts at our Ladenburg segment. Our
current cash sweep program expires in December 2014. We expect that interest and dividends revenue will decrease in the fourth quarter of
2014 and the first quarter of 2015 due to the wind-down and expiration of such program. We intend to implement a new cash sweep
program in 2015.
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The $(1,655) (10%) decrease in service fees and other income for the three months ended September 30, 2014 as compared to the 2013
period was primarily attributable to decreases in sponsor revenues of $1,372, primarily
due to lower sales of alternative investment products. We expect service fees and other income to increase in the fourth quarter of 2014 as
compared to the third quarter of 2014 due to forgiveness of principal and interest on the NFS forgivable loans.

The $16,487 (11%) increase in commissions and fees expense for the three months ended September 30, 2014 as compared to the
2013 period was directly correlated to the increase in advisory fees revenue in our independent brokerage and advisory services segment.
Commissions and fees expense comprises compensation earned by the registered representatives who serve as independent contractors in
our independent brokerage and advisory services segment. These payments to the independent contractor registered representatives are
calculated based on a percentage of revenues generated by such persons and vary by product. Accordingly, when our independent
contractor registered representatives increase their business, both our revenues and expenses increase because our representatives earn
additional compensation based on the revenues produced. The addition of Highland in the third quarter of 2014 increased commissions and
fees expense by $2,477.

The $4,550 (19%) increase in compensation and benefits expense for the three months ended September 30, 2014 as compared to the
2013 period was primarily attributable to the addition of $4,659 in compensation and
benefits expense from Highland and an increase of $908 in the independent brokerage and advisory services segment, partially offset by a
decrease of $1,053 in the Ladenburg segment.

The $2,032 (123%) increase in non-cash compensation expense for the three months ended September 30, 2014 as compared to the
2013 period was primarily attributable to an increase of $1,798 from stock option grants made to Securities America financial advisors in
connection with the 2011 acquisition. Compensation expense for share-based awards granted to independent financial advisors is measured
at their vesting date fair value. The compensation expense recognized each period is based on the awards' estimated value at the most recent
reporting date. We use a Black-Scholes model to estimate fair value, which uses volatility, price and interest inputs. Also, we estimate a
forfeiture rate based on historical experience. The increase in the price of our common stock and the decrease in the expected forfeitures for
these grants has contributed to the increase in our non-cash compensation expense.

The $1,588 (58%) increase in brokerage, communication and clearance fees expense for the three months ended September 30, 2014 as
compared to the 2013 period was primarily due to an increase of $1,163 in our independent brokerage and advisory services segment.
Clearance fee expense for the third quarter of 2014 increased as compared to the third quarter of 2013, during which period such expenses
were reduced by clearance expense credits of $1,495 provided by our primary clearing firm. These clearance expense credits expired in the
fourth quarter of 2013. As a result, we expect clearing expense to increase in future periods as compared to 2013 levels.

 
The $880 (39%) increase in professional services expense for the three months ended September 30, 2014 as compared to the 2013

period was attributable to increases at our independent brokerage and advisory services segment of $636 and the addition of Highland,
which added $180 in professional services expense.

The $582 (25%) decrease in interest expense for the three months ended September 30, 2014 as compared to the 2013 period resulted
from decreased average debt balances and decreased average interest rates. Our average outstanding debt balance was approximately
$61,447 for the third quarter of 2014 as compared to $80,868 for the 2013 period. The average interest rate was 9.8% for the three months
ended September 30, 2014 as compared to 10.6% for the 2013 period. Our outstanding debt balance for the 2014 period declined in
comparison to the prior-year period as a result of the prepayment of indebtedness in fiscal 2013 and an additional $10,000 prepayment of
indebtedness in the first quarter of 2014, partially offset by the assumption of $7,000 of indebtedness in connection with the Highland
acquisition. We expect increased interest expense in future periods from current levels due to the indebtedness we incurred in connection
with the acquisitions of Highland and KMS and the indebtedness expected to be incurred in connection with the planned acquisition of
SSN. We may prepay indebtedness with cash flows from operations and future proceeds, if any, from our “at the market” offering of
Series A Preferred Stock.

The $1,126 (30%) increase in depreciation and amortization expense for the three months ended September 30, 2014 as compared to
the 2013 period was primarily due to $951 of additional depreciation and amortization expense due to the Highland acquisition in the third
quarter of 2014.

  
The $165 (2%) increase in other expense for the three months ended September 30, 2014 as compared to the 2013 period was

primarily attributable to the addition of $1,090 in other expense from Highland, partially offset by
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a decrease of $762 in our independent brokerage and advisory services segment, which experienced increases in license and registration
expense of $153 and insurance expense of $166, offset by decreases in deferred compensation plan expense of $850 and forgiveness of
financial advisor loans of $111.

We had income tax benefit of $13,354 for the three months ended September 30, 2014 as compared to income tax expense of
$579 in the 2013 period. After consideration of all the evidence, both positive and negative, management has determined that a valuation
allowance at September 30, 2014 was necessary to fully offset the deferred tax assets based on the likelihood of future realization. A net
deferred tax liability of approximately $14,922 was recorded with the acquisition of Highland for the excess financial statement basis over
tax basis of the acquired assets and assumed liabilities. As Highland will be included in the Company’s consolidated federal and certain
combined state and local income tax returns, deferred federal and a portion of deferred state and local tax liabilities assumed in the
acquisition may be used to offset the reversal of the Company’s pre-existing deferred tax assets. Accordingly, the Company’s deferred tax
valuation allowance has been reduced by $14,125 of the deferred tax liability recorded in the acquisition and recorded as a deferred tax
benefit in the accompanying statements of operations for the three- and nine-month periods ended September 30, 2014. The income tax
rates for the 2014 period did not bear a customary relationship to effective tax rates, primarily due to the reduction of the deferred tax
valuation allowance, a tax provision related to amortization of goodwill for tax purposes and utilization of net operating loss carryforwards
for which valuation allowances had previously been provided.

Nine months ended September 30, 2014 versus nine months ended September 30, 2013

For the nine months ended September 30, 2014, we had net income attributable to the Company of $20,032 as compared to a net loss
attributable to the Company of $2,985 for the nine months ended September 30, 2013. The 2014 results reflect a $14,125 income tax
benefit resulting from the reversal of a valuation allowance previously provided to offset deferred tax assets as discussed below. This
change also reflects a 13% increase in revenues, which was partially offset by an 11% increase in expenses, including acquisition-related
expenses of $1,308. Highland, which we acquired in the third quarter of 2014, had a loss of $742 from the acquisition date (July 31, 2014)
through September 30, 2014.

Our total revenues for the nine months ended September 30, 2014 increased $74,640 (13%) from the 2013 period. 2014 revenues
included increases in commissions of $23,013, advisory fees of $44,372, investment banking revenue of $7,035, service fees and other
income of $218, principal transactions of $9 and a decrease in interest and dividends of $7. Revenues increased in each of our operating
segments from the 2013 period. Our independent brokerage and advisory services segment revenues increased $53,285 (10%) from the
2013 period, primarily due to improved market conditions, successful recruitment of additional advisors and increased advisory assets
under management. Our Ladenburg segment revenues increased $6,940 (14%) from the comparable 2013 period also due to improved
market conditions and an increase in institutional sales personnel.

      
Our total expenses for the nine months ended September 30, 2014 increased by $65,481 (11%) as compared to the 2013 period, which

included expenses from Highland of $9,984 and increases in commissions and fees expense of $52,191, compensation and benefits
expense of $12,075, non-cash compensation expense of $3,250, brokerage, communication and clearance fees expense of $4,918,
professional services expense of $1,690, depreciation and amortization of $974, acquisition-related expenses of $1,308, and other expense
of $1,040, which were partially offset by decreases in interest expense of $8,202, due to the prepayment of indebtedness, and loss on
extinguishment of debt of $3,886.

The $23,013 (8%) increase in commissions revenue for the nine months ended September 30, 2014 as compared to the 2013 period
was partially attributable to the acquisition of Highland in the third quarter of 2014 and the inclusion of Highland commission revenue
from that period of $9,104. Our independent brokerage and advisory services segment experienced an increase of $13,105 (5%) in
commissions revenue for the nine months ended September 30, 2014 as compared to the comparable prior year period. The increase in
commissions revenue resulted primarily from increased mutual fund and variable annuity sales in the 2014 period as compared to the 2013
period, partially offset by lower sales of alternative investment products. Ladenburg segment commissions revenue also increased $803
(6%) during the 2014 period as compared to the 2013 period due to improved market conditions and an increase in institutional sales
personnel.

The $44,372 (22%) increase in advisory fee revenue for the nine months ended September 30, 2014 as compared to the 2013 period
was primarily attributable to an increase of $42,365 (21%) in advisory fee revenue in our
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independent brokerage and advisory services segment. Advisory fee revenue for a particular period is primarily affected by the level of
advisory assets and market conditions. For the nine months ended September 30, 2014, we experienced an increase in advisory assets of
14% as compared to the 2013 period, resulting from strong new business development and improved market conditions. Assuming
continued favorable market conditions, we expect advisory fee revenue to increase in the near term due to newly-added advisory assets and
the continued shift by our advisors toward the advisory business.

The $7,035 (22%) increase in investment banking revenue for the nine months ended September 30, 2014 as compared to the 2013
period was primarily due to an increase in capital raising activities. Capital raising revenue increased $7,206 and strategic advisory services
revenue decreased $171 during the nine months ended September 30, 2014 as compared to the comparable 2013 period. We derive
investment banking revenue from Ladenburg’s capital raising activities, including underwritten public offerings and private placements,
and strategic advisory services. Revenue from capital raising activities was $37,309 for the nine months ended September 30, 2014 as
compared to $30,103 for the comparable 2013 period, primarily due to an increase in capital raising activities for healthcare and
biotechnology companies and favorable market conditions. Strategic advisory services revenue was $997 in the nine months ended
September 30, 2014 as compared to $1,168 in the comparable 2013 period.

The $218 (0%) increase in service fees and other income for the nine months ended September 30, 2014 as compared to the 2013
period was primarily attributable to the acquisition of Highland, which added $138 in service fees and other income. Our independent
brokerage and advisory services segment experienced increases in trading-related fees of $597 and conference revenue of $371, partially
offset by decreases in sponsor revenues of $574 due to lower sales of alternative investment products, and settlement of a claim at
Securities America related to the 2013 period of $553.

The $52,191 (12%) increase in commissions and fees expense for the nine months ended September 30, 2014 as compared to the 2013
period was directly correlated to the increase in commissions and advisory fees revenue in our independent brokerage and advisory services
segment. Commissions and fees expense comprises compensation earned by the registered representatives who serve as independent
contractors in our independent brokerage and advisory services segment. These payments to the independent contractor registered
representatives are calculated based on a percentage of revenues generated by such persons and vary by product. Accordingly, when our
independent contractor registered representatives increase their business, both our revenues and expenses increase because our
representatives earn additional compensation based on the revenues produced.

The $12,075 (17%) increase in compensation and benefits expense for the nine months ended September 30, 2014 as compared to the
2013 period, was due to increases of $3,329, $2,280 and $1,807 in compensation expense in the independent brokerage and advisory
services, Ladenburg and corporate segments, respectively, of which $3,183 was directly related to the increase in revenues. Highland
added additional compensation and benefits expense of $4,659 for the nine months ended September 30, 2014.

The $3,250 (73%) increase in non-cash compensation expense for the nine months ended September 30, 2014 as compared to the 2013
period was primarily attributable to an increase of $2,820 from stock option grants made to Securities America financial advisors in
connection with the 2011 acquisition. Compensation expense for share-based awards granted to independent financial advisors is measured
at their vesting date fair value. The compensation expense recognized each period is based on the awards' estimated value at the most recent
reporting date. We use a Black-Scholes model to estimate fair value, which uses volatility, price and interest inputs. Also, we estimate a
forfeiture rate based on historical experience. The increase in the price of our common stock and the decrease in the expected forfeitures for
these grants has contributed to the increase in our non-cash compensation expense.

The $4,918 (61%) increase in brokerage, communication and clearance fees expense for the nine months ended September 30, 2014 as
compared to the 2013 period was primarily due to an increase of $4,288 in our independent brokerage and advisory services segment.
Clearance fee expense in the comparable 2013 period was reduced by clearance expense credits of $3,936 provided by our primary clearing
firm. These clearance expense credits expired in the fourth quarter of 2013. As a result, we expect brokerage, communication and clearance
fees expense to increase in future periods as compared to 2013 levels. In addition, our Ladenburg segment incurred increases of $470 for
the nine months ended September 30, 2014 due to the addition of institutional salespersons and increased transaction volume. Highland
added additional expense of $141 for the nine months ended September 30, 2014.

 
The $1,690 (26%) increase in professional services expense for the nine months ended September 30, 2014 as compared to the 2013

period was attributable to increases in our independent brokerage and advisory services
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segment of $1,225, our corporate segment of $489 and expense of $180 due to the addition of Highland in 2014, partially offset by a
decrease in our Ladenburg segment of $204.

The $8,202 (61%) decrease in interest expense for the nine months ended September 30, 2014 as compared to the 2013 period resulted
from decreased average debt balances and decreased average interest rates. Our average outstanding debt balance was approximately
$62,242 for the 2014 period as compared to $159,229 for the 2013 period. The average interest rate was 10.1% for the nine months ended
September 30, 2014 as compared to 10.6% for the 2013 period. Our outstanding debt balance for the 2014 period declined in comparison
to the prior-year period as a result of the prepayment of indebtedness in fiscal 2013 and an additional $10,000 prepayment of indebtedness
during the nine months ended September 30, 2014, partially offset by the assumption of $7,000 of indebtedness in connection with the
Highland acquisition. We expect increased interest expense in future periods from current levels due to the indebtedness we incurred in
connection with the acquisitions of Highland and KMS and the indebtedness expected to be incurred in connection with the planned
acquisition of SSN. We may prepay indebtedness with cash flows from operations and future proceeds, if any, from our “at the market”
offering of Series A Preferred Stock.

The $974 (8%) increase in depreciation and amortization expense for the nine months ended September 30, 2014 as compared to the
2013 period was primarily due to $951 of additional depreciation and amortization expense due to the Highland acquisition in the third
quarter 2014.

  
The $1,040 (3%) increase in other expense for the nine months ended September 30, 2014 as compared to the 2013 period was

primarily attributable to the addition of $1,090 in other expense from Highland. Our independent brokerage and advisory services segment
experienced decreases in deferred compensation plan expense of $925, bad debt, errors and settlement expense of $794 and forgiveness of
financial advisor loans of $410, offset by increases in license and registration expense of $533, travel, meals and entertainment of $470 and
insurance expense of $425 in the nine months ended September 30, 2014 as compared to the prior year period. Our Corporate and
Ladenburg segments had increases in travel, meals and entertainment of $98 and $299, respectively, as compared to the prior year period.

We had income tax benefit of $11,994 for the nine months ended September 30, 2014 as compared to income tax expense of $1,718 in
the 2013 period. After consideration of all the evidence, both positive and negative, management has determined that a valuation allowance
at September 30, 2014 was necessary to fully offset the deferred tax assets based on the likelihood of future realization. A net deferred tax
liability of approximately $14,922 was recorded on the acquisition of Highland for the excess financial statement basis over tax basis of the
acquired assets and assumed liabilities. As Highland will be included in the Company’s consolidated federal and certain combined state and
local income tax returns, deferred federal and a portion of deferred state and local tax liabilities assumed in the acquisition are able to offset
the reversal of the Company’s pre-existing deferred tax assets. Accordingly, the Company’s deferred tax valuation allowance has been
reduced by $14,125 of the deferred tax liability recorded in the acquisition and recorded as a deferred tax benefit in the accompanying
statements of operations for the period ended September 30, 2014. The income tax rates for the 2014 period did not bear a customary
relationship to effective tax rates, primarily due to the reduction of the deferred tax valuation allowance, a tax provision related to
amortization of goodwill for tax purposes and utilization of net operating loss carryforwards for which valuation allowances had previously
been provided.

Liquidity and Capital Resources

Approximately 35% and 25% of our total assets at September 30, 2014 and December 31, 2013, respectively, consisted of cash and
cash equivalents, securities owned and receivables from clearing brokers and other broker-dealers, all of which fluctuate, depending upon
the levels of customer business and trading activity. Receivables from broker-dealers, which are primarily from clearing brokers, turn over
rapidly. Our total assets or the individual components of our total assets may vary significantly from period to period because of changes
relating to economic and market conditions.

Each of Securities America, Triad, Investacorp and Ladenburg is subject to a $250 minimum net capital requirement. At September 30,
2014, Securities America’s regulatory net capital was $8,516, Triad’s regulatory net capital was $3,558, Investacorp’s regulatory net capital
was $4,364, and Ladenburg’s regulatory net capital was $46,928, which included the proceeds of a $25,000 temporary subordinated loan
from us to Ladenburg. Failure to maintain the required net capital may subject our broker-dealer subsidiaries to suspension or expulsion by
FINRA, the SEC and other regulatory bodies and ultimately may require their liquidation. The Net Capital Rule also prohibits the payment
of dividends, redemption of stock and prepayment or payment of principal of subordinated indebtedness if net capital, after giving effect to
the payment, redemption or prepayment, would be less than specified percentages of the minimum net capital
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requirement. Compliance with the Net Capital Rule could limit Ladenburg’s operations that require the intensive use of capital, such as
underwriting and trading activities, and also could restrict our ability to withdraw capital from our subsidiaries, which in turn, could limit
our ability to pay dividends and repay debt.

Premier Trust, chartered by the state of Nevada, is subject to regulation by the Nevada Department of Business and Industry Financial
Institutions Division. Under Nevada law, Premier Trust must maintain stockholders’ equity of at least $1,000, including cash of at least
$250. At September 30, 2014, Premier Trust had stockholders’ equity of $1,301, including at least $250 in cash.

Our primary sources of liquidity include cash flows from operations, sales of securities in public or private transactions and funds
available under our $40,000 revolving credit agreement with an affiliate of Dr. Phillip Frost, our chairman and principal shareholder.

On June 24, 2013, we entered into an Equity Distribution Agreement under which we sold an aggregate of 3,000,000 shares of our
Series A Preferred Stock from time to time in an “at the market” offering under Rule 415 under the Securities Act of 1933, as amended (the
“Securities Act”). On June 13, 2014, we entered into another Equity Distribution Agreement under which we may sell up to an aggregate
of 3,000,000 shares of our Series A Preferred Stock from time to time in an “at the market” offering. During the nine months ended
September 30, 2014, we sold 4,683,709 shares of Series A Preferred Stock pursuant to the “at the market” offering, which provided us
with total gross proceeds of $105,764, before deducting the commission paid to unaffiliated sales agents and offering expenses aggregating
$2,302.

Borrowings under the $40,000 revolving credit agreement bear interest at a rate of 11% per annum, payable quarterly. We had no
outstanding balance under the revolving credit agreement at either September 30, 2014 or December 31, 2013. We may repay outstanding
amounts or re-borrow amounts under our revolving credit facility at any time prior to the maturity date of August 25, 2016, without
penalty. We believe our existing assets, sales of equity and debt securities, including possible sales under our “at the market” offering, and
funds available under our $40,000 revolving credit facility will provide adequate funds for continuing operations at current activity levels
and for payment of our obligations, including outstanding indebtedness and the required dividends for our outstanding Series A Preferred
Stock. We were in compliance with all covenants in our debt agreements as of September 30, 2014.

Cash used in operating activities for the nine months ended September 30, 2014 was $60, which primarily consisted of our net income
of $21,149 adjusted for non-cash expenses and increases in commissions and fees payable and securities sold, but not yet purchased and
decreases in cash surrender value of life insurance, partially offset by increases in receivables from clearing brokers, securities owned at
market value, other receivables, net, and decreases in accrued compensation, deferred compensation liability and accounts payable and
accrued liabilities. Cash provided by operating activities for the nine months ended September 30, 2013 was $16,206, which primarily
consisted of our net loss of $3,034 adjusted for non-cash expenses, decreases in receivables from other broker dealers, notes receivable
from financial advisors, net and other assets, and increases in accrued compensation, commissions and fees payable and deferred
compensation, partially offset by increases in securities owned at fair value, receivables from clearing brokers, other receivables, net and
cash surrender value of life insurance and decreases in accrued interest and accounts payable and accrued liabilities.

Investing activities used $9,140 for the nine months ended September 30, 2014, primarily due to the purchase of furniture, equipment,
leasehold improvements and the capitalization of software development costs and the acquisition of Highland. Investing activities used
$4,856 for the nine months ended September 30, 2013, primarily due to the purchase of furniture, equipment, leasehold improvements and
the capitalization of software development costs. The increase in the nine months ended September 30, 2014 as compared to the
comparable 2013 period is primarily due to increased capitalization of software development costs arising from the development of a new
technology platform for our independent brokerage and advisory business.

     
Financing activities provided $53,823 for the nine months ended September 30, 2014, primarily due to $103,462 from the issuance of

the Series A Preferred Stock under our “at the market” offering, $2,252 from the issuance of common stock upon option exercises and
under our employee stock purchase plan and borrowing under a term loan of $500, partially offset by $32,518 in payments relating to
outstanding indebtedness, including a $21,834 repayment of indebtedness owed by certain of Highland’s subsidiaries pursuant to a credit
agreement in connection with the Highland acquisition and a $10,000 loan repayment of outstanding notes related to the Securities America
acquisition, payment of $11,783 of dividends on our Series A Preferred Stock and $8,090 of common stock repurchases. Financing
activities provided $4,090 for the nine months ended September 30, 2013, primarily due to the issuance of the Series A Preferred Stock
and the issuance of common stock upon warrant and option exercises and under our employee stock
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purchase plan and third party investment in a noncontrolling interest, partially offset by loan repayments of outstanding notes related to the
Securities America acquisition, repayment of the outstanding balance on our revolving credit agreement, payment of dividends on our
Series A Preferred Stock and common stock repurchases.
    

At September 30, 2014 we were obligated under several non-cancelable lease agreements for office space, which provide for future
minimum lease payments aggregating approximately $24,396 through 2019, exclusive of escalation charges. We have subleased vacant
space under subleases to unrelated subtenants, some of whom are engaged in the financial services industry, which entitle us to receive
rents aggregating approximately $3,282 through February 2016. Should any of the sub tenants not pay their respective sublease payments
or otherwise default under a sublease, our results of operations may be materially adversely affected.

In connection with the Securities America acquisition, we entered into a senior loan agreement with various lenders, under which the
lenders loaned us $160,700, a portion of which we used to fund the acquisition. We refer to this loan as the November 2011 Loan. Interest
on this loan is payable quarterly at 11% per year. Interest is payable in cash; however, we may pay interest-in-kind with the consent of
certain lenders. This payment-in-kind feature increases the principal sum outstanding on the note that is due at maturity by the amount of
such payment-in-kind. All interest payments through September 30, 2014 have been paid in cash. This loan, together with accrued and
unpaid interest thereon, is due on November 4, 2016. We may voluntarily repay the November 2011 Loan at any time without premium or
penalty. In connection with this loan, we issued to the lenders warrants to purchase an aggregate of 10,713,332 shares of our common
stock. These warrants are exercisable at any time prior to their expiration on November 4, 2016 at $1.68 per share, which was the closing
price of our common stock on the acquisition closing date.

As of December 31, 2013, we had prepaid $110,850 of the November 2011 Loan with proceeds from the Series A Preferred Stock
offerings. These prepayments included the installments of the notes that would have been due
on December 31, 2014 and December 31, 2015. During the nine months ended September 30, 2014, we prepaid an additional $10,000 of
the November 2011 Loan with proceeds of the Series A Preferred Stock offerings. At September 30, 2014, $39,850 remained outstanding
under the November 2011 Loan.

The lenders under the November 2011 Loan included Frost Nevada Investments Trust (“Frost Nevada”), an affiliate of our chairman of
the board and principal shareholder, Dr. Phillip Frost, M.D., Vector Group, Ltd. (“Vector Group”), a principal shareholder, and our
president and chief executive officer and a director. At September 30, 2014, outstanding principal amounts loaned by Frost Nevada, Vector
Group and our President and Chief Executive Officer were $33,477, $3,720 and $43, respectively. A special committee of our board was
formed to review and consider the terms of the November 2011 Loan, the notes issued thereunder and the warrants. Upon such review and
consideration, which included the advice of the committee’s independent financial advisor, the committee determined that the financing was
fair from a financial point of view to us and our unaffiliated shareholders.

On November 4, 2011, National Financial Services LLC (“NFS”) provided us with a seven-year, $15,000 forgivable loan. We used
the proceeds to fund expenses related to the Securities America acquisition. Interest on the loan accrues at the average annual Federal
Funds effective rate plus 6% per annum, subject to the maximum rate of 11% per annum. If Securities America meets certain annual
clearing revenue targets set forth in the loan agreement, the principal balance of the loan will be forgiven in seven equal yearly installments
of $2,143 commencing on November 4, 2012 and continuing on an annual basis through November 2018.

Interest payments due with respect to each such year will also be forgiven if the annual clearing revenue targets are met. Any principal
amounts not forgiven will be due in November 2018, and any interest payments not forgiven are due annually. If during the loan term any
principal amount is not forgiven, we may have such principal forgiven in future years if Securities America exceeds subsequent annual
clearing revenue targets. We will expense interest under this loan agreement until such time as such interest is forgiven. Securities America
met the annual clearing revenue target for the periods ending November 4, 2012, 2013 and 2014, resulting in the forgiveness of $2,143
aggregate principal amount of the loan in each period.

The 2011 forgivable loan agreement contains other covenants including limitations on the incurrence of additional indebtedness,
maintaining minimum adjusted shareholders’ equity levels and a prohibition on the termination of our $40,000 revolving credit agreement
prior to its current maturity. Upon the occurrence of an event of default, the outstanding principal and interest under the 2011 forgivable
loan agreement may be accelerated and become due and payable. If the clearing agreements are terminated prior to the loan maturity date, all
amounts then outstanding must be repaid on demand. The 2011 forgivable loan agreement is secured by our, but not our subsidiaries’,
deposits and accounts held at NFS or its affiliates.
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In connection with entering into the new forgivable loan in 2011, Securities America and our other broker–dealer subsidiaries amended
their respective clearing agreements with NFS to, among other things, extend the term of those agreements through November 2018.
Also, we and NFS amended the terms of the 2009 forgivable loan made by NFS to us such that the remaining principal balance of $7,143
and the related accrued interest will be forgiven, subject to the terms and conditions of the loan, in four equal annual installments
commencing in November 2012 without us being required to satisfy the annual clearing revenue targets previously established. We have
expensed, and will continue to expense, interest under the 2009 NFS agreement until such interest is forgiven. The required conditions to
forgiveness were met in November 2014 for the 2009 and 2011 forgivable loans. Accordingly, we will recognize income in the fourth
quarter of 2014 of $3,929 and $839 from the forgiveness of principal and interest, respectively, and the outstanding balances under the
2009 and 2011 forgivable loans will be reduced to an aggregate of $10,357. We recognized income in 2013 of $3,929 and $1,067, and in
2012 of $3,929 and $1,365 from the forgiveness of principal and interest, respectively.

 
In November 2011, as part of the amendment of Ladenburg’s clearing agreement with NFS, NFS will provide an annual credit of

$1,000 to Ladenburg for a five-year period. The first such payment occurred on November 4, 2012. Such expense reduction must be
repaid pro-rata if the clearing agreement is terminated prior to the end of the term. We have reflected the expense reduction ratably in our
financial statements.

In connection with the Premier Trust acquisition in 2010, we issued a $1,161 promissory note to a subsidiary of Premier Trust’s
former shareholder. The note bears interest at 6.5% per annum, is payable quarterly and matures in September 2015. The outstanding
balance of this note at September 30, 2014 was $263.

On July 31, 2014, we acquired by way of merger HCHC Holdings, Inc. (“HCHC”), the parent company of Highland. Under the terms
of the merger agreement, all outstanding shares of HCHC common stock were converted into the right to receive $3,613 in cash and
2,540,762 shares of our common stock, which are subject to certain transfer restrictions. Also, we caused all indebtedness owed by certain
HCHC subsidiaries under a credit agreement (in the amount of $21,834) to be repaid. Approximately $7,000 of HCHC Acquisition Inc.'s
(as successor in interest to HCHC) 10% promissory notes due February 26, 2019 remain outstanding. Accrued interest on the promissory
notes is payable quarterly on the 15th of October, January, April and July. The promissory notes may be prepaid, except that if the
promissory notes are prepaid in full prior to August 26, 2016, the holders of the promissory notes are entitled to receive the total amount of
interest that would otherwise have been payable through August 26, 2016, less any interest already paid. Payment of the principal and all
accrued and unpaid interest under the promissory notes may be accelerated upon the occurrence of customary events of default, including
the failure to make payments when due and the commencement of bankruptcy or similar proceedings. We used approximately $25,900 of
cash to finance the Highland acquisition.

On October 15, 2014, we acquired all of the issued and outstanding capital stock of KMS. At the closing of the acquisition, we paid
approximately $24,000, consisting of $11,000 in cash, $8,000 principal amount of promissory notes, and 1,440,922 shares of our common
stock, which are subject to certain transfer restrictions. The notes are unsecured and bear interest at 1.84% per annum and are payable in 16
equal quarterly installments. The notes may be prepaid in full or in part at any time without premium or penalty. The holders may accelerate
the notes upon certain customary events of default.

We have agreed to pay an aggregate of approximately $45,000 upon consummation of our acquisition of SSN, consisting of a $25,000
cash payment to be paid on the date following the closing of the transaction (which is anticipated to occur in the fourth quarter of 2014) and
$20,000 aggregate principal amount of secured promissory notes.

In March 2007, our board of directors authorized the repurchase of up to 2,500,000 shares of our common stock from time to time on
the open market or in privately negotiated transactions depending on market conditions. In October 2011, our board amended the
repurchase program to permit the purchase of up to an additional 5,000,000 shares. As of September 30, 2014, 6,194,247 shares had been
repurchased for $14,179 under the program, including 1,280,400 shares for $4,674 and 2,444,490 shares for $8,090 repurchased during
the three and nine months ended September 30, 2014, respectively.

Off-Balance-Sheet Risk and Concentration of Credit Risk

Each of Securities America, Triad, Investacorp and Ladenburg, as guarantor of its customer accounts to its clearing broker, is exposed
to off-balance-sheet risks in the event that its customers do not fulfill their obligations with the
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clearing broker. Also, if Securities America, Triad, Investacorp or Ladenburg maintains a short position in certain securities, it is exposed
to off-balance-sheet market risk, because its ultimate obligation to purchase securities may exceed the amount recognized in the financial
statements.

Please see Note 8 to our unaudited condensed consolidated financial statements included elsewhere in this quarterly report on Form 10-
Q.

Market Risk

Market risk generally represents the risk of loss that may result from the potential change in the value of a financial instrument as a
result of fluctuations in interest and currency exchange rates, equity and commodity prices, changes in the implied volatility of interest
rates, foreign exchange rates, equity and commodity prices and also changes in the credit ratings of either the issuer or its related country of
origin. Market risk is inherent to both derivative and non-derivative financial instruments, and accordingly, the scope of our market risk
management procedures extends beyond derivatives to include all market risk sensitive financial instruments.

Current and proposed underwriting, corporate finance, merchant banking and other commitments are subject to due diligence reviews
by our senior management, as well as professionals in the appropriate business and support units involved. Credit risk related to various
financing activities is reduced by the industry practice of obtaining and maintaining collateral. We monitor our exposure to counterparty
risk through the use of credit exposure information, the monitoring of collateral values and the establishment of credit limits.

We maintain inventories of trading securities. At September 30, 2014, the fair market value of our inventories was $5,858 in long
positions and ($3,434) in short positions. We performed an entity-wide analysis of our financial instruments and assessed the related
market risk. Based on this analysis, we do not expect that the market risk associated with our financial instruments at September 30, 2014
will have a material adverse effect on our consolidated financial position or results of operations.

Special Note Regarding Forward-Looking Statements

We and our representatives may from time to time make oral or written “forward-looking statements” within the meaning of the Private
Securities Litigation Reform Act of 1995, including any statements that may be contained in the foregoing discussion in “Management’s
Discussion and Analysis of Financial Condition and Results of Operations” in this report, elsewhere in this report, and in other filings with
the SEC and in our reports to shareholders, which reflect our expectations or beliefs with respect to future events and financial
performance. These forward-looking statements are subject to certain risks and uncertainties and, in connection with the “safe-harbor”
provisions of the Private Securities Litigation Reform Act, we have identified under “Risk Factors” in our annual report on Form 10-K for
the year ended December 31, 2013, important factors that could cause actual results to differ materially from those contained in any
forward-looking statement made by or on behalf of us.

Results actually achieved may differ materially from expected results included in these forward-looking statements as a result of these
or other factors. Due to such uncertainties and risks, readers are cautioned not to place undue reliance on such forward-looking statements,
which speak only as of the date on which such statements are made. We do not undertake to update any forward-looking statement that
may be made from time to time by or on behalf of us.

Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

The information under the caption “Management’s Discussion and Analysis of Financial Condition and Results of Operations —
Market Risk” contained in this Quarterly Report on Form 10-Q is incorporated herein by reference. Through the end of the period covered
by this Quarterly Report on Form 10-Q, there have been no material changes to the information provided in Item 7A of our Annual Report
on Form 10-K for the year ended December 31, 2013.

Item 4. CONTROLS AND PROCEDURES

Disclosure controls and procedures (as defined in Rule 13a-15(e) or 15d-15(e) of the Securities Exchange Act of 1934, as amended)
are our controls and other procedures that are designed to ensure that information required to be disclosed by us in the reports that we file
or submit under the Exchange Act is recorded, processed, summarized and reported, within
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the time periods specified in the SEC’s rules and forms. Disclosure controls and procedures include, without limitation, controls and
procedures designed to ensure that information required to be disclosed by us in the reports that we file or submit under the Exchange Act
is accumulated and communicated to our management, including our principal executive officer and principal financial officer, as
appropriate, to allow timely decisions regarding disclosure.

Under the supervision and with the participation of our management, including our principal executive officer and principal financial
officer, we evaluated the effectiveness of our disclosure controls and procedures as of the
end of the period covered by this report, and, based on that evaluation, our principal executive officer and principal financial officer
concluded that these controls and procedures were effective as of such date.

Changes in Internal Control Over Financial Reporting

There were no changes in our internal control over financial reporting during the quarter ended September 30, 2014 that have materially
affected, or are reasonably likely to materially affect, our internal control over financial reporting.

PART II. OTHER INFORMATION

Item 1. LEGAL PROCEEDINGS

Please see Note 7 to our unaudited condensed consolidated financial statements included elsewhere in this Quarterly Report on Form
10-Q.

Item 1A. RISK FACTORS

There have been no material changes to the risk factors previously disclosed in Part 1, Item 1A of our Annual Report on Form 10-K
for the year ended December 31, 2013.

Item 2.   UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

Issuer Purchases of Equity Securities

This table shows information regarding our purchases of our common stock during the third quarter of 2014.

Period  

Total
Number of

Shares
Purchased  

Average Price
Paid

per Share  

Total Number
of Shares

Purchased as
Part of Publicly

Announced
  Plans or
Programs  

Maximum
Number

of Shares that
May Yet Be
Purchased
Under the
Plans or

Programs(1)

July 1 to July 31, 2014  218,124  $ 3.60  218,124  2,368,029
August 1 to August 31, 2014  588,254  3.68  588,254  1,779,775
September 1 to September 30, 2014  474,022  3.63  474,022  1,305,753
Total  1,280,400  $ 3.65  1,280,400   

(1) In March 2007, our board of directors authorized the repurchase of up to 2,500,000 shares of our common stock from time to time
on the open market or in privately negotiated transactions depending on market conditions. In October 2011, our board amended
this repurchase program to permit the purchase of up to an additional 5,000,000 shares. As of September 30, 2014, 6,194,247
shares had been repurchased for $14,179 under the program.
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Item 6. EXHIBITS

Exhibit No.  Description  
2.1

 

Stock Purchase Agreement, dated as of August 8, 2014 by and among Ladenburg Thalmann Financial Services
Inc., KMS Financial Services, Inc. and the shareholders of KMS Financial Services, Inc. (incorporated by
reference to exhibit 2.1 to the Company's Current Report on Form 8-K filed with the SEC on October 16, 2014).

 
2.2

 

Stock Purchase Agreement, dated as of September 21, 2014 by and among Ladenburg Thalmann Financial
Services Inc., Securities Service Network, Inc., Renaissance Capital Corporation and the shareholders of
Securities Service Network, Inc. and Renaissance Capital Corporation (the schedules, exhibits and annexes to the
Stock Purchase Agreement have been omitted from this filing pursuant to Item 601(b)(2) of Regulation S-K. The
Company will furnish copies of any such schedules, exhibits and annexes to the U.S. Securities and Exchange
Commission upon request.)*  

4.1

 

Form of Non-Negotiable Promissory Note, dated as of October 15, 2014, issued to the former shareholders of
KMS Financial Services, Inc. (incorporated by reference to exhibit 4.1 to the Company's Current Report on Form
8-K filed with the SEC on October 16, 2014).  

12.1
 

Statement re: Computation of Ratios of Earnings to Fixed Charges, and Ratios of Earnings to Combined Fixed
Charges and Preferred Stock Dividends*  

31.1
 

Certification of Chief Executive Officer, Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002*  

31.2
 

Certification of Chief Financial Officer, Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 302
of the Sarbanes-Oxley Act of 2002*  

32.1
 

Certification of Chief Executive Officer, Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002**  

32.2
 

Certification of Chief Financial Officer, Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906
of the Sarbanes-Oxley Act of 2002**  

101.INS  XBRL Instance Document.*  
101.SCH  XBRL Taxonomy Extension Schema.*  
101.CAL  XBRL Taxonomy Extension Calculation Linkbase.*  
101.DEF  XBRL Taxonomy Extension Definition Linkbase.*  
101.PRE  XBRL Taxonomy Extension Label Linkbase.*  
101.LAB  XBRL Taxonomy Extension Presentation Linkbase.*  

*Filed herewith
**Furnished herewith
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.

    LADENBURG THALMANN FINANCIAL SERVICES INC.  
    (Registrant)  
       

Date:  November 10, 2014  By: /s/ Brett H. Kaufman  
     Brett H. Kaufman  
     Senior Vice President and Chief Financial Officer  
     (Principal Financial and Accounting Officer)  
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2.1

 

Stock Purchase Agreement, dated as of August 8, 2014 by and among Ladenburg Thalmann Financial
Services Inc., KMS Financial Services, Inc. and the shareholders of KMS Financial Services, Inc.
(incorporated by reference to exhibit 2.1 to the Company's Current Report on Form 8-K filed with the
SEC on October 16, 2014).

2.2

 

Stock Purchase Agreement, dated as of September 21, 2014 by and among Ladenburg Thalmann
Financial Services Inc., Securities Service Network, Inc., Renaissance Capital Corporation and the
shareholders of Securities Service Network, Inc. and Renaissance Capital Corporation (the schedules,
exhibits and annexes to the Stock Purchase Agreement have been omitted from this filing pursuant to
Item 601(b)(2) of Regulation S-K. The Company will furnish copies of any such schedules, exhibits
and annexes to the U.S. Securities and Exchange Commission upon request.)*

4.1

 

Form of Non-Negotiable Promissory Note, dated as of October 15, 2014, issued to the former
shareholders of KMS Financial Services, Inc. (incorporated by reference to exhibit 4.1 to the
Company's Current Report on Form 8-K filed with the SEC on October 16, 2014).

12.1
 
Statement re: Computation of Ratios of Earnings to Fixed Charges, and Ratios of Earnings to
Combined Fixed Charges and Preferred Stock Dividends*

31.1
 
Certification of Chief Executive Officer, Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002*

31.2
 
Certification of Chief Financial Officer, Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002*

32.1
 
Certification of Chief Executive Officer, Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002**

32.2
 
Certification of Chief Financial Officer, Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002**

101.INS  XBRL Instance Document.*
101.SCH  XBRL Taxonomy Extension Schema.*
101.CAL  XBRL Taxonomy Extension Calculation Linkbase.*
101.DEF  XBRL Taxonomy Extension Definition Linkbase.*
101.PRE  XBRL Taxonomy Extension Label Linkbase.*
101.LAB  XBRL Taxonomy Extension Presentation Linkbase.*

* Filed herewith
** Furnished herewith
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STOCK PURCHASE AGREEMENT (this “Agreement”), dated as of September 21, 2014, by and among
SECURITIES SERVICE NETWORK, INC. (“SSN”), a Tennessee corporation, RENAISSANCE CAPITAL
CORPORATION, a Tennessee corporation (“RCC”; each of SSN and RCC, individually a “Company” and, together, the
“Companies”), the DAVID L and PATRICIA B COFFEY DESCENDANTS TRUST, the sole shareholder of RCC and
the principal shareholder of SSN (the “Trust”), the individuals who are the other shareholders of SSN identified on the
signature pages hereto (collectively with the Trust, the “Sellers”) and LADENBURG THALMANN FINANCIAL
SERVICES INC., a Florida corporation (“LTFS”). Capitalized terms used herein, but not otherwise defined herein, are
defined in ARTICLE I.

R E C I T A L S:

WHEREAS, upon the terms and subject to the conditions set forth in this Agreement, Sellers propose to sell to
LTFS, and LTFS proposes to purchase from Sellers (the “Transaction”), all of the issued and outstanding capital stock of
each of the Companies (collectively, the “Company Shares”); and

WHEREAS, concurrently with the execution of this Agreement, the individuals listed on Annex A hereto are
entering into employment agreements in connection with the Transaction in the forms of Exhibit A and Exhibit B hereto,
respectively, pursuant to which such individuals shall serve in the indicated officer positions immediately following the
Transaction (collectively, the “Management Employment Agreements”); and

WHEREAS, the Companies, Sellers and LTFS desire to make certain representations, warranties, covenants and
agreements in connection with this Agreement.

NOW, THEREFORE, in consideration of the premises and of the representations, warranties, covenants and
agreements set forth in this Agreement, and subject to and on the terms and conditions set forth in this Agreement, the
Parties agree as follows:

ARTICLE I
DEFINITIONS

1.1    Definition of Certain Terms. The terms defined in this Article I shall have the respective meanings indicated
below for all purposes of this Agreement (each such meaning to be equally applicable to the singular and the plural forms
of the respective terms so defined).

“338(h)(10) Adjustment” shall have the meaning set forth in Section 6.9(c).

“338(h)(10) Election” shall have the meaning set forth in Section 6.9(a).

“338(h)(10) Election Request” shall have the meaning set forth in Section 6.9(a).

“Acquisition Proposal” means any inquiry or proposal regarding any merger, sale of assets, sale of Equity
Securities or similar transactions involving a Company or any SSN Subsidiary other than the Transaction.
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“Adviser” shall have meaning set forth in Section 3.17(b).

“Advisory Contract” shall have the meaning set forth in Section 3.17(f).

“Affiliate” means, with respect to any Person, a Person that directly or indirectly through one or more
intermediaries, controls, is controlled by, or is under common control with such Person.

“Aggregate Net Worth” shall have the meaning set forth in Section 2.3(b).

“Agreement” shall have the meaning set forth in the opening paragraph of this Agreement.

“Assets” means all real, personal and mixed assets, both tangible and intangible, of every kind, nature and
description which are owned or leased by a Company or an SSN Subsidiary or used or held for use by a Company or an
SSN Subsidiary in connection with the Business.

“Balance Note” shall have the meaning set forth in Section 2.1(a)

“Benefit Plan” shall have the meaning set forth in Section 3.8(a).

“Business” means the broker-dealer, registered investment advisor and insurance business and related activities
conducted by SSN and the SSN Subsidiaries and the business and related activities conducted by RCC in connection
therewith.

“business day” means any day other than Saturday, Sunday or any other day on which banks in the City of New
York are required or permitted to close.

“Calculated 338(h)(10) Adjustments” shall have the meaning set forth in Section 6.9(e).

“Cap” shall have the meaning set forth in Section 8.2(e).

“Capped Covered Losses” shall have the meaning set forth in Section 8.2(e).

“Cap Note Principal Amount” shall have the meaning set forth in Section 2.1(a).

“Cap Notes” shall have the meaning set forth in Section 2.1(a).

“Closing” shall have the meaning set forth in Section 2.2(a).

“Closing Date” means be the date upon which the Closing occurs.

“Closing Statement” shall have the meaning set forth in Section 2.3(a).

“Code” means the Internal Revenue Code of 1986, as amended.

“Companies” shall have the meaning set forth in the opening paragraph of this Agreement.
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“Company” shall have the meaning set forth in the opening paragraph of this Agreement.

“Company Agreements” means (a) the shareholders agreement, dated November 29, 2010 (“Shareholders
Agreement”), by and among the Trust, Wade S. Wilkinson, Jayaprakash M. Patel, Ronald T. Klimas, Jonathan Maas and
SSN, (b) the SSN Stock Appreciation Right Plan and (c) the SSN Supplemental Executive Compensation Plan.

“Company Financial Statements” shall have the meaning set forth in Section 3.2(a).

“Company Shares” shall have the meaning set forth in the Recitals.

“Competitive Business” shall have the meaning set forth in Section 6.6(b).

“Consent” means any consent, approval, clearance, compliance, exemption, authorization, order, filing,
registration or qualification of or with any Person.

“Contested Adjustments” shall have the meaning set forth in Section 2.3(e).

“Contract” means any agreement, contract, commitment, instrument, undertaking, lease, note, mortgage,
indenture, license or arrangement, whether written or oral.

“Contract Rate” shall have the meaning set forth in the Short Term Notes.

“control” (including the terms “controlled by” and “under common control with”) means the possession, directly
or indirectly, of the power to direct or cause the direction of the management policies of a Person, whether through the
ownership of voting securities, by contract or credit arrangement, as trustee or executor, or otherwise.

“Covered Loss” means any and all losses, Liabilities, claims, fines, penalties, restitutions, rescission offers,
deficiencies, damages, obligations, payments (including those arising out of any settlement, judgment or compromise
relating to any Legal Proceeding), costs and expenses (including interest and penalties with respect thereto and reasonable
attorneys’ and accountants’ fees and any other reasonable out-of-pocket expenses incurred in investigating, preparing,
defending, avoiding or settling any Legal Proceeding), including any of the foregoing arising under, out of or in
connection with any Legal Proceeding, Governmental Order or award of any arbitrator of any kind or any Law, Contract,
commitment or undertaking.

“Disclosure Letter” shall have the meaning set forth in Section 2.1(b).

“Eligible Closing Day” means a business day where the next day is a business day.

“Employees” shall have the meaning set forth in Section 3.8(a).

“Environmental Law” means any federal, state, local or foreign Law, regulation, order, decree, permit,
authorization, common law or agency requirement relating to: (a) the protection, investigation or restoration of the
environment, health and safety, or natural resources, (b) the
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handling, use, presence, disposal, release or threatened release of any Hazardous Substance or (c) noise, odor, wetlands,
pollution, or contamination.

“Equity Security” has the meaning ascribed to such term in Rule 405 promulgated under the Securities Act as in
effect on the date hereof and, in any event, shall also include (a) any capital stock of a corporation, any partnership
interest, any limited liability company interest and any other equity interest, (b) any security or right convertible into,
exchangeable for, or evidencing the right to subscribe for any such stock, equity interest or security referred to in clause
(a), (c) any stock appreciation right, contingent value right or similar security or right that is derivative of any such stock,
equity interest or security referred to in clause (a) or (b), and (d) any contract to grant, issue, award, convey or sell any of
the foregoing.

“ERISA” shall have the meaning set forth in Section 3.8(a).

“Exchange Act” means the Securities Exchange Act of 1934, as amended.

“Excluded Taxes” means any (i) Taxes of the Companies or the SSN Subsidiaries for any period other than a Pre-
Closing Tax Period; (ii) Taxes attributable to any transaction or action taken, caused or requested by LTFS or any of its
Affiliates that occur on or after the Closing (including any transaction occurring or action taken by LTFS or the
Companies or the SSN Subsidiaries on the Closing Date after the Closing), (iii) Transfer Taxes described in Section
6.10(d) for which LTFS is responsible under the terms of Section 6.10(d) and (iv) any Taxes that are included in the
338(h)(10) Adjustment.

“Filing Deadline” shall have the meaning set forth in Section 6.9(a).

“Final Closing Statement” shall have the meaning set forth in Section 2.3(g).

“Final Determination” means with respect of Federal income Taxes, a "determination" as defined in Section
1313(a) of the Code or execution of an Internal Revenue Service Form 870-AD and, with respect to Taxes other than
Federal income Taxes, any final determination of liability in respect of a Tax that, under applicable law, is not subject to
further appeal, review or modification through proceedings or otherwise (including the expiration of a statute of
limitations or a period for the filing of claims for refunds, amended returns or appeals from adverse determinations).

“Final Net Worth” shall have the meaning set forth in Section 2.3(h).

“Financial Statements” shall have the meaning set forth in Section 3.2(b).

“FINRA” means the Financial Industry Regulatory Authority.

“FLIC” means Fort Loudon Insurance Co., Ltd., a British Virgin Islands company.

“Floor” shall have the meaning set forth in Section 8.2(e).

“Form ADVs” shall have the meaning set forth in Section 3.17(a).
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“Form BD” shall have the meaning set forth in Section 3.16(g).

“GAAP” means United States generally accepted accounting principles, consistently applied.

“Geographical Areas” shall have the meaning set forth in Section 6.6(c).

“Governmental Entity” means any foreign or domestic, federal, state, provincial, local, municipal or other
governmental judicial, arbitral, legislative, executive or regulatory department, division, commission, administration,
board, bureau, agency, court, tribunal, instrumentality or other body (whether temporary, preliminary or permanent),
including, without limitation, all self-regulatory organizations.

“Governmental Order” means any order, writ, judgment, injunction, decree, declaration, stipulation,
determination, request, offer of settlement, agreement or award entered by or with any Governmental Entity.

“Gross-Up Formula” shall have the meaning set forth in Section 6.9(d).

“Grossed-Up 338(h)(10) Adjustment(s)” shall have the meaning set forth in Section 6.9(d).

“Grossed-Up Penalties and Interest Payment” shall have the meaning set forth in Section 6.9(d).

“Hazardous Substance” means any substance that is, in relevant form or concentration: (a) limited, prohibited or
regulated pursuant to any Environmental Law, or (b) any petroleum product or by-product, asbestos-containing material,
lead-containing paint or plumbing, polychlorinated biphenyls, radioactive materials or radon.

“Indebtedness” means, with respect to any Person, (a) all indebtedness of such Person, whether or not contingent,
for borrowed money, (b) all obligations for cash overdrafts, (c) all obligations of such Person for the deferred purchase
price of property or services, (d) all obligations of such Person evidenced by notes, bonds, debentures or other similar
instruments, (e) all indebtedness created or arising under any conditional sale or other title retention agreement with
respect to property acquired by such Person (even though the rights and remedies of the seller or lender under such
agreement in the event of default are limited to repossession or sale of such property), (f) all obligations, contingent or
otherwise, of such Person under acceptance, letter of credit or similar facilities, (g) all obligations of such Person to
purchase, redeem, retire, defease or otherwise acquire for value any capital stock of such Person or any warrants, rights or
options to acquire such capital stock, valued, in the case of redeemable preferred stock, at the greater of its voluntary or
involuntary liquidation preference plus accrued and unpaid dividends, and (h) all Indebtedness of others referred to in
clauses (a) through (g) above secured by (or for which the holder of such Indebtedness has an existing right, contingent or
otherwise, to be secured by) any Lien on property (including accounts and contract rights)

5



owned by such Person, even though such Person has not assumed or become liable for the payment of such Indebtedness.

“Indemnified Parties” shall have the meaning set forth in Section 8.3.

“Independent Accounting Firm” shall have the meaning set forth in Section 2.3(e).

“Insurance Entities” means the entities set forth on Schedule 1.1 of the Disclosure Letter.

“Insurance Regulator” means, with respect to any jurisdiction, each Governmental Entity charged with the
supervision of insurance companies in such jurisdiction.

“Intellectual Property” shall have the meaning set forth in Section 3.12.

“Interim Financial Statements” shall have the meaning set forth in Section 3.2(b).

“Investment Advisers Act” means the Investment Advisers Act of 1940, as amended.

“Investment Assets” means any interest in any bonds, notes, debentures, mortgage loans, real estate, instruments of
indebtedness, stocks, partnership or joint venture interests and all other equity interests, certificates issued by or interests
in trusts, derivatives or other assets acquired for investment or hedging purposes.

“Knowledge” when used with respect to the Companies and/or the SSN Subsidiaries means the actual knowledge
of Wade Wilkinson, Ronald Klimas, Jayaprakash Patel, Douglas Baxley and/or David Michael Coffey.

“Laws” shall have the meaning set forth in Section 3.7(a).

“Lease Amendment” shall have the meaning set forth in Section 6.11.

“Legal Proceeding” means any judicial, administrative, regulatory, self-regulatory or arbitration actions, suits,
proceedings (public, private, civil or criminal), claims, complaints (including customer complaints), disputes,
investigations, actions or governmental proceedings.

“Liabilities” means any debt, liability or obligation, whether known or unknown, asserted or unasserted,
determined or determinable, absolute or contingent, accrued or unaccrued and whether due or to become due.

“Lien” means any mortgage, pledge, deed of trust, lien (including, without limitation, environmental and tax
liens), charge, adverse claim, security interest, title defect, encumbrance, charge or other similar restriction, lease,
sublease, option, easement, encroachment or other adverse claim of any kind, including without limitation any restriction
on the use, voting, transfer, receipt of income or other exercise of any attributes of ownership or encumbrance, other than
as a result of U.S. securities Laws.

“Losses” shall have the meaning set forth in Section 6.10(e).
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“LTFS” shall have the meaning set forth in the first paragraph of this Agreement.

“LTFS Financial Statements” shall have the meaning set forth in Section 5.6.

“LTFS Indemnified Parties” shall have the meaning set forth in Section 8.2(a).

“Management Employment Agreements” shall have the meaning as set forth in the Recitals.

“Material Adverse Effect” means any event, circumstance, change or effect that, individually or in the aggregate
with all other events, circumstances, changes and effects, is materially adverse to the business, Assets, Liabilities, financial
condition, prospects or results of operations of a Party or Parties and its Subsidiaries taken as a whole; provided, however,
that that the foregoing shall not include any event, circumstance, change or effect resulting from (a) any change in law,
rule or regulation or GAAP or interpretations thereof, (b) changes in general economic conditions that do not have a
materially disproportionate effect (relative to other industry participants) on such party and its subsidiaries, (c) general
changes in the securities industry, except those events, circumstances, changes or effects that adversely affect such party
and its subsidiaries to a materially greater extent than they affect other entities operating in the securities industry or (d)
the public announcement of the transactions contemplated hereby.

“Material Contracts” shall have the meaning set forth in Section 3.13.

“Maturity Date” shall have the meaning set forth in the Short Term Notes.

“MSRB” shall have the meaning set forth in Section 3.16(m).

“Organizational Documents” means, with respect to any corporation, its articles or certificate of incorporation
and by-laws and, with respect to any other type of entity, its organizational documents including limited liability
company operating agreements and partnership agreements.

“Parties” means each of the Companies and the Sellers, on the one hand, and LTFS, on the other hand.

“Permits” shall have the meaning set forth in Section 3.7(b).

“Permitted Liens” means such of the following as to which no enforcement, collection, execution, levy or
foreclosure proceeding shall have been commenced, and for which assessments or other charges are not yet due and
payable or are due but not delinquent or due but being contested in good faith by appropriate proceedings: (a) statutory
liens for Taxes, assessments or other governmental charges not yet due and payable, (b) materialmen’s, mechanics’,
carriers’, workmen’s and repairmen’s liens and other similar liens imposed by Law arising in the ordinary course of
business securing obligations that are not overdue for a period of more than thirty (30) days, (c) pledges or deposits made
in connection with, or to secure payment of, utilities or similar services, workers’ compensation, or similar legislation or
to secure public or statutory obligations, (d) purchase money Liens and Liens securing rental payments under
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capital lease arrangements, and (e) other Liens arising in the ordinary course of business and not incurred in connection
with the borrowing of money.

“Person” means any natural person, firm, partnership, association, corporation, company, trust, business trust,
Governmental Entity or other entity.

“Pre-Closing Taxes” shall have the meaning set forth in Section 6.10(b).

“Protest Notice” shall have the meaning set forth in Section 2.3(d).

“RCC” shall have the meaning set forth in the first paragraph of this Agreement.

“Releases” shall have the meaning set forth in Section 6.7(b).

“Representatives” shall have the meaning set forth in Section 10.12.

“Restricted Person” shall have the meaning set forth in Section 6.6(a)(ii).

“SAP” means statutory accounting practices prescribed or permitted by relevant Government Entities.

“SEC” means the United States Securities and Exchange Commission.

“SEC Report” shall have the meaning set forth in Section 5.6.

“Securities Act” means the Securities Act of 1933, as amended.

“Seller Indemnified Parties” shall have the meaning set forth in Section 8.3.

“Seller Tax Proceedings” shall have the meaning set forth in Section 6.10(i).

“Sellers” shall have the meaning set forth in the first paragraph of this Agreement.

“Short-Term Note” shall have the meaning set forth in Section 2.1(a).

“Short-Term Note Amount” shall have the meaning set forth in Section 2.1(a).

“Short Year Return” shall have the meaning set forth in Section 6.10(a).

“SIPC” shall have the meaning set forth in Section 3.16(f).

“SSN” shall have the meaning set forth in the first paragraph of this Agreement.

“SSN Advisory” shall have the meaning set forth in Section 3.17(a).

“SSN Subsidiaries” shall have the meaning set forth in Section 3.1(a).

“SSN Subsidiary” shall have the meaning set forth in Section 3.1(a).
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“Stock Pledge Agreement” shall have the meaning set forth in Section 2.1(a).

“Subsidiary” means, with respect to any Person (other than a natural Person), any other Person of which (a) the
first mentioned Person or any Subsidiary thereof is a general partner, (b) voting power to elect a majority of the board of
directors or others performing similar functions with respect to such other Person is held by the first mentioned Person
and/or by any one or more of its subsidiaries, or (c) at least 50% of the equity interests of such other Person is, directly or
indirectly, owned or controlled by such first mentioned Person and/or by any one or more of its subsidiaries.

“Target Aggregate Net Worth” shall have the meaning set forth in Section 2.3(c).

“Tax Period” shall have the meaning set forth in Section 3.5(a).

“Tax Proceeding” shall have the meaning set forth in Section 6.10(h).

“Tax Return” means all returns, information returns, estimates, declarations, statements, certifications, forms,
reports or other information (together with all schedules and other information included therewith) required to be
supplied to any Taxing Authority relating to Taxes.

“Taxes” means (a) all foreign, U.S. federal, state or local taxes, fees, assessments, levies or other charges
whatsoever, including, without limitation, all income, gross receipts, minimum, alternative minimum, franchise,
withholding, unemployment insurance, social security, sales, use, excise, real and personal property, municipal, capital,
stamp, transfer, license, payroll, service, occupation, ad valorem, net worth, disability, estimated, severance, VAT and
workers’ compensation taxes, or any liability for any of the foregoing together with all interest, penalties and additions
imposed by any Governmental Entity responsible for the imposition of any Tax (foreign or domestic) (a “Taxing
Authority”) and (b) liability for the payment of any amounts of the type described in (a) as a result of being a party to any
agreement or any express or implied obligation to indemnify another Person.

“Terminations” shall have the meaning set forth in Section 6.7(a).

“Third Party Claim” shall have the meaning set forth in Section 8.4(a).

“Transaction” shall have the meaning set forth in the Recitals.

“Transaction Consideration” means the Short Term Notes and the Transaction Notes (each as defined in Section
2.1(a) hereof).

“Transaction Documents” shall mean, collectively, this Agreement, the Management Employment Agreements,
the Short Term Notes, the Transaction Notes, the Stock Pledge Agreement and the Terminations and Releases prescribed
by Section 6.7 hereof.

“Transaction Expenses” shall have the meaning set forth in Section 10.1.
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“Transaction Notes” shall have the meaning set forth in Section 2.1(a).

“Transaction Notes Amount” shall have the meaning set forth in Section 2.1(a).

“Transfer” means any direct or indirect offer, sale, pledge, assignment, swap, hypothecation or other disposition
or encumbrance, or any contract to sell, any option or contract to purchase, any grant or warrant to purchase, or any loan
or other transfer or disposition, whether done voluntarily or involuntarily, whether done with or without consideration
and whether the Transfer is of the asset itself or any economic rights therein.

“Transfer Taxes” shall have the meaning set forth in Section 6.10(d).

“Trust” shall have the meaning set forth in the first paragraph of this Agreement.

“Unasserted Claims” means any facts or circumstances that may form the basis of a Legal Proceeding that have
come to the Knowledge of the Companies on or prior to the Closing Date, including, without limitation, facts or
circumstances set forth in any written or oral complaint made to a Company or any SSN Subsidiary or of which a
Company or any SSN Subsidiary have been notified by a Governmental Entity.

“Unpaid Indemnity Obligation Claim” shall have the meaning set forth in Section 8.5.

ARTICLE II
PURCHASE AND SALE; CLOSING

2.1    Purchase and Sale of Company Shares.

(a) Upon the terms and subject to the conditions set forth in this Agreement, at the Closing, LTFS
shall purchase from Sellers, and Sellers shall sell, assign, transfer and deliver to LTFS, all of the Company Shares, free
and clear of any Liens. At the Closing, in consideration for the sale and transfer of the Company Shares by Sellers to
LTFS, LTFS shall deliver to Sellers the following: (i) secured promissory notes made by LTFS in the aggregate
principal amount of $25,000,000 (the “Short Term Notes Amount”), in the form of Exhibit C-1 hereto (the “Short Term
Notes”), and (ii) secured promissory notes made by LTFS in the aggregate principal amount of $20,000,000 (the
“Transaction Notes Amount”) in the form of Exhibit C-2 hereto (the “Transaction Notes”). The Short Term Notes and
the Transaction Notes shall be secured by a pledge by LTFS of the Company Shares in the form of Exhibit D hereto (the
“Stock Pledge Agreement”). At the Closing, each Seller shall receive (x) a Short Term Note in the principal amount equal
to such Seller’s pro rata share (based on the Seller’s portion of the Transaction Consideration) of the Short Term Note
Amount and (y) two (2) Transaction Notes, one of which (the “Cap Note”) shall be in the principal amount (the “Cap
Note Principal Amount”) equal to the Seller’s pro rata share (based on the Seller’s portion of the Transaction
Consideration) of $4,000,000 (such amount being the amount of the Capped Covered Losses) and the second of which
(the “Balance Note”) shall be in the principal amount of the Seller’s
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portion of the Transaction Notes Amount minus the Cap Note Principal Amount. The Transaction Consideration is
subject to adjustment as provided in Section 2.3 hereof.

(b) The Transaction Consideration shall be allocated and delivered to each Seller as provided on
Schedule 2.1(b) of the disclosure letter delivered by Sellers and the Companies to LTFS immediately prior to the
execution of this Agreement (“Disclosure Letter”).

2.2        Closing.

(a) The closing of the Transaction and the other transactions contemplated by this Agreement
(“Closing”) shall take place at the offices of Graubard Miller, The Chrysler Building, 405 Lexington Avenue, 11th Floor,
New York, New York 10174, at 10:00 a.m., New York City time not later than the second business day following the
satisfaction or waiver of the conditions set forth in ARTICLE VII unless such day is not an Eligible Closing Day, in
which case the Closing shall occur on the next Eligible Closing Day following such second business day or, at such other
place, time and date as the Parties may agree. Unless the Parties agree otherwise, the Closing shall be deemed to have
occurred at the close of business local time in each applicable jurisdiction on the Closing Date.

(b) At the Closing, LTFS shall deliver, or cause to be delivered, to the applicable Sellers the
following:

(i) the Short Term Notes, by issuance of such notes in the respective principal amounts and
in the names of the Sellers on Schedule 2.1(b) of the Disclosure Letter;

(ii) the Transaction Notes by issuance of such notes in the respective principal amounts and
in the names of the Sellers on Schedule 2.1(b) of the Disclosure Letter;

(iii) the Stock Pledge Agreement, including delivery of the Pledged Shares as
contemplated in Section 13 of the Stock Pledge Agreement;

(iv) the officer’s certificate prescribed by Section 7.3(c) hereof;

(v) an incumbency and authority certificate from the duly appointed secretary of LTFS in
such form as shall be reasonably satisfactory to Sellers; and

(vi) such other documents and instruments necessary to consummate the transactions
contemplated by this Agreement upon the terms and conditions set forth in this Agreement, all of which, together with the
documents and instruments referred to above, shall be in form and substance reasonably satisfactory to Sellers.

(c) At or prior to the Closing, the Companies and Sellers shall deliver or cause to be delivered to
LTFS the following:

(i) certificates representing all of the Company Shares for transfer to LTFS, together with
executed stock powers;
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(ii) the Stock Pledge Agreement;

(iii) all minute books, stock record books (or similar registries) and corporate (or similar)
records and seals of the Companies and the SSN Subsidiaries;

(iv) the tender of funds to SSN by the Sellers in the amount set forth in Section 6.7(a)
hereof;

(v) the Terminations prescribed by Section 6.7(a) hereof;

(vi) the Releases prescribed by Section 6.7(b) hereof;

(vii) the officer’s certificates prescribed by Section 7.2(d) hereof;

(viii) incumbency and authority certificates from the duly appointed secretary of each of
the Companies in such form as shall be reasonably satisfactory to LTFS;

(ix) the opinions of counsel to the Companies and Sellers in the forms of Exhibit E-1 and
Exhibit E-2 hereto; and

(x) such other documents and instruments necessary to consummate the transactions
contemplated by this Agreement upon the terms and conditions set forth in this Agreement, all of which, together with the
documents and instruments referred to above, shall be in form and substance reasonably satisfactory to LTFS.

2.3        Transaction Consideration Adjustment.

(a) Within ninety (90) days following the Closing Date, LTFS shall prepare and deliver to the
Representatives a statement setting forth the Aggregate Net Worth of the Companies, including in reasonable detail the
basis for the computation thereof, as of the close of business on the Closing Date (the “Closing Statement”). During such
ninety (90) day period and the period of any dispute with respect to the application of this Section 2.3, Sellers shall
reasonably cooperate with LTFS in the preparation of the Closing Statement and the investigation of any disputed item.

(b) For purposes of this Agreement, “Aggregate Net Worth” shall be as defined and calculated in
the manner set forth in Annex B hereto.

(c) For purposes of this Agreement, “Target Aggregate Net Worth” shall be $4,000,000.

(d) The Representatives shall have forty-five (45) days after delivery of the Closing Statement by
LTFS to review the same and to deliver to LTFS a written statement thereon (the “Protest Notice”). The Representatives
and their accountants shall be entitled to any
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work papers, trial balances and similar materials relating to the calculation of the Aggregate Net Worth of the Companies
prepared by LTFS. LTFS shall also provide the Representatives and their accountants with timely access, during normal
business hours to LTFS’s relevant employees, properties, books and records to the extent involved with or related to the
calculation of the Aggregate Net Worth of the Companies. The Protest Notice shall list those items included in the
Closing Statement, if any, to which the Representatives, on behalf of the Sellers, take exception and any proposed
adjustment, including in reasonable detail the basis for the computation thereof. The failure of the Representatives to
deliver such Protest Notice within such forty-five (45) day period following delivery of the Closing Statement will
constitute their acceptance, on behalf of all Sellers, of the Closing Statement as prepared by LTFS. If the Representatives
timely deliver a Protest Notice to LTFS and LTFS does not give the Representatives notice of its objections to such
Protest Notice within forty-five (45) days following receipt of such Protest Notice, LTFS shall be deemed to have
accepted the Closing Statement as adjusted by the Representatives in the Protest Notice.

(e) If LTFS objects to the Protest Notice within said forty-five (45) day period following delivery
of the Protest Notice (the adjustments to which LTFS objects being referred to herein as the “Contested Adjustments”),
the Representatives and LTFS shall attempt to resolve the dispute regarding the Contested Adjustments. If a final
resolution thereof is not reached within ten (10) business days of the Representatives’ receipt of LTFS’s objections
thereto, either the Representatives or LTFS shall thereafter be entitled to refer any remaining Contested Adjustments to
an independent accounting firm acceptable to the Representatives and LTFS (the “Independent Accounting Firm”) or, in
the absence of agreement on the Independent Accounting Firm within five (5) days of notice by either the
Representatives or LTFS of intent to initiate such a referral, to Grant Thornton LLP (who will thereafter be considered
the Independent Accounting Firm). Each of the Sellers, the Companies and LTFS represent that he or it has not engaged
the services of Grant Thornton LLP at any time since January 1, 2010.

(f) If there is such a referral to an Independent Accounting Firm, the Representatives (on behalf of
Sellers), on the one hand, and LTFS, on the other hand, will, if requested by the Independent Accounting Firm, execute a
reasonable engagement letter and shall submit to the Independent Accounting Firm not later than ten (10) business days
after its appointment, a written statement summarizing its position on the Contested Adjustments, together with such
supporting documentation as it deems necessary. The Independent Accounting Firm shall act as an arbitrator to
determine, based solely on the materials submitted and presentations by the Representatives and LTFS, and not by
independent review, only the Contested Adjustments that have not been settled by negotiation and shall be instructed to
render its decision within forty-five (45) days of its appointment or as soon thereafter as is reasonably practicable. The
decision of the Independent Accounting Firm as to the Contested Adjustments shall be final and binding on, and shall not
be subject to appeal by, Sellers or LTFS and may be entered and enforced by any court having jurisdiction. The Closing
Statement shall be revised as necessary to reflect the decision of the Independent Accounting Firm and the other
modifications thereto previously agreed by the Representatives and LTFS.

(g) Sellers as a group shall bear their own expenses and those of the Representatives (pro ratably
among Sellers based on their respective share of the Transaction
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Consideration paid to all Sellers), and LTFS shall bear its own expenses incurred in connection with the resolution of the
Closing Statement. The fees and expenses of the Independent Accounting Firm shall be borne 50% by Sellers as a group
(and pro ratably among them based on their respective share of the Transaction Consideration paid to all Sellers), on the
one hand, and 50% by LTFS, on the other hand. The term “Final Closing Statement,” as used in this Agreement, shall
mean the definitive Closing Statement accepted or deemed to be accepted by the Representatives or LTFS or agreed to by
LTFS and the Representatives in accordance with Section 2.3(d) or 2.3(e), as applicable, or the definitive Closing
Statement resulting from the determinations made by the Independent Accounting Firm in accordance with Section
2.3(f) (in addition to those items theretofore accepted by LTFS or agreed to by LTFS and the Representatives).

(h) Within fifteen (15) days of the determination of the Final Closing Statement, if the Aggregate
Net Worth set forth on the Final Closing Statement (the “Final Net Worth”) (i) is less than the Target Aggregate Net
Worth, each Seller shall pay to LTFS a pro rata share (based on such Seller’s respective share of the Transaction
Consideration paid to all Sellers) of such shortfall or (ii) is greater than the Target Aggregate Net Worth, LTFS shall pay
to each Seller a pro rata share (based on such Seller’s respective share of the Transaction Consideration paid to all Sellers)
of such excess.

(i) Any payments pursuant to this Section 2.3 shall be made by wire transfers of immediately
available funds to the accounts designated by LTFS or Sellers, as the case may be. To the extent any Seller fails to pay
LTFS any amounts pursuant to this Section 2.3, LTFS or the applicable Affiliate thereof shall be entitled to offset the
amount of such obligation against payments to be made to such Seller under the Transaction Notes or against any other
payments due from LTFS or any Affiliate to such Seller. To the extent LTFS fails to pay any Seller any amounts
pursuant to this Section 2.3, the applicable Seller thereof shall be entitled to offset the amount of such obligation against
any payments due from such Seller to LTFS or any Affiliate of LTFS.

2.4        Further Assurances; Post-Closing Cooperation Subject to the terms and conditions of this Agreement, at any time
or from time to time after the Closing, each of the Parties shall execute and deliver such other documents and instruments,
provide such materials and information and take such other actions as may reasonably be necessary, proper or advisable,
to the extent permitted by Law, to fulfill its obligations under this Agreement and the other Transaction Documents to
which it is a Party.

ARTICLE III
REPRESENTATIONS AND WARRANTIES OF THE COMPANIES AND THE SELLERS

Each of the Companies and Sellers, jointly and severally, represent and warrant to LTFS that:

3.1    The Companies/Corporate Matters.
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(a) Organization. Each Company and each of the SSN Subsidiaries (defined below) is duly
organized, validly existing and in good standing under the laws of its respective jurisdiction of organization, each has all
requisite power and authority to own or lease and operate its properties and assets and to carry on its business as presently
conducted, and each is duly qualified or licensed to do business and is in good standing in each jurisdiction where the
ownership, lease or operation of its assets or properties or conduct of its business requires such qualification or license,
except where the failure to be so organized, qualified, licensed or in good standing, or to have such power or authority,
individually or in the aggregate, have not had or resulted and could not reasonably be expected to have or result in a
Material Adverse Effect on the Companies. A true and complete list of all the SSN Subsidiaries, together with the
jurisdiction of formation of each such Subsidiary and the percentage of the outstanding capital stock of each Subsidiary
owned by SSN is set forth in Schedule 3.1(a) of the Disclosure Letter (collectively, the “SSN Subsidiaries” and
individually, a “SSN Subsidiary”). RCC has no Subsidiaries.

(b) Organizational Documents. Each Company has furnished to LTFS a complete and correct copy
of the Organizational Documents of such Company and SSN has furnished LTFS a complete and correct copy of the
Organizational Documents of each of the SSN Subsidiaries. All such Organizational Documents are in full force and
effect and no other organizational documents are applicable to, or binding upon, such Company or the SSN Subsidiaries.
Each Company has made available to LTFS complete and correct copies of the minutes of the meetings or written
consents of the shareholders, members, partners (or other equity holders) and the board of directors (or similar bodies)
and any committee thereof of such Company and, with respect to SSN, the SSN Subsidiaries.

(c) Capitalization. The capitalization of each Company and each SSN Subsidiary is set forth in
Schedule 3.1(c) of the Disclosure Letter. The Company Shares constitute all of the outstanding Equity Securities of the
Companies, have been duly authorized and are validly issued. There are no other Equity Securities of the Companies
outstanding. There are no outstanding options, warrants, convertible debt or other derivative securities that entitle any
person to acquire Equity Securities of either of the Companies. The Transaction as contemplated by this Agreement is not
subject to any preemptive right, right of first refusal or other similar right or restriction.

(d) SSN Subsidiaries. SSN owns all of the issued and outstanding Equity Securities of each of the
SSN Subsidiaries. All issued and outstanding Equity Securities of each of the SSN Subsidiaries have been duly
authorized and are validly issued, fully paid and non-assessable, free and clear of any Liens. There are no issued and
outstanding Equity Securities, rights or obligations which are convertible into, exchangeable for, or exercisable to acquire
any Equity Securities of the SSN Subsidiaries.

(e) Agreements with Respect to Equity Securities. Except as set forth in Schedule 3.1(e) of the
Disclosure Letter, there are no, and neither of the Companies nor any SSN Subsidiary is bound by or subject to any, (i)
preemptive or other outstanding rights, subscriptions, options, warrants, conversion, put, call, exchange or other rights,
agreements,
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commitments, arrangements or understandings of any kind pursuant to which a Company or any SSN Subsidiary,
contingently or otherwise, is or may become obligated to offer, issue, sell, purchase, return or redeem, or cause to be
offered, issued, sold, purchased, returned or redeemed, any Equity Securities of a Company or any SSN Subsidiary; (ii)
shareholder agreements, voting trusts, proxies or other agreements or understandings to which a Company or any SSN
Subsidiary is a party or to which a Company or any SSN Subsidiary is bound relating to the holding, voting, sale,
purchase, redemption or other acquisition of Equity Securities of a Company or any SSN Subsidiary; or (iii) agreements,
commitments, arrangements, understandings or other obligations to declare, make or pay any dividends or distributions,
whether current or accumulated, or due or payable, on any Equity Securities of a Company or any SSN Subsidiary. All of
the agreements set forth in Schedule 3.1(e) of the Disclosure Letter shall terminate upon consummation of the
Transaction.

(f) No Equity Interests or Other Outstanding Investment Obligations. Except with respect to the
ownership of Equity Securities of each SSN Subsidiary as set forth in Schedule 3.1(f) of the Disclosure Letter, neither
Company nor any SSN Subsidiary owns, directly or indirectly, beneficially or of record, any Equity Securities or
interests in any other Person. Except as set forth in Schedule 3.1(f) of the Disclosure Letter, neither Company nor any
SSN Subsidiary is a party to any shareholder agreements, voting trusts or other agreements or understandings relating to
the voting, purchase, redemption or other acquisition of any Equity Securities of any other Person. There are no
outstanding obligations of either Company or any SSN Subsidiary to make any investment in or provide funds (whether
in the form of a loan, capital contribution or otherwise), and neither Company nor any SSN Subsidiary currently has
outstanding any such investment or provision of funds, to any other Person. To the Knowledge of the Companies, no
Person is in default with respect to such Person’s obligation to repay any loan to either Company or any SSN Subsidiary.

(g) Consents. Except for required FINRA approvals and except as set forth in Schedule 3.1(g) of
the Disclosure Letter, no Consent of or with any Governmental Entity or third Person (in respect of any Contracts to
which the either Company or any SSN Subsidiary is a party by which one or more of them is bound or to which their
Assets are subject) is required to be obtained, made or effected by or with respect to Sellers, either Company or any SSN
Subsidiary in connection with the execution and delivery of this Agreement by Sellers or the Companies or the
performance of their respective obligations hereunder.

(h) Due Authorization. (i) Each Company and each Seller has full power and authority to enter
into this Agreement, to perform his, her or its obligations hereunder and consummate the transactions contemplated
hereby; (ii) the execution, delivery and performance of this Agreement by each Company and each Seller and the
consummation by each of them of the transactions contemplated hereby have been duly authorized by all necessary action
of each Company and of each Seller; (iii) this Agreement has been duly executed and delivered by each Company and
each Seller; and (iv) assuming the due authorization, execution and delivery of this Agreement by LTFS, this Agreement
constitutes the legal, valid and binding obligation of each Company and each of the Sellers, enforceable against each
Company and each of the Sellers in accordance with its terms, except as limited by applicable bankruptcy, insolvency,
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fraudulent transfer, reorganization, moratorium and similar laws affecting the enforcement of creditors’ rights generally
or, as to enforceability, by general equitable principles.

(i) No Conflicts. (i) The execution and delivery of this Agreement by each Company and each
Seller, the performance of their respective obligations hereunder and the consummation of the transactions contemplated
hereby will not (i) result in a breach or violation of or constitute (or with notice or lapse of time or both constitute) a
default under (A) the Organizational Documents of the Companies or any Seller (if applicable) or (B) any Law,
Governmental Order or Permit to which either of the Companies or any Seller is a party or by which either of the
Companies or any Seller or his, her or its respective properties or assets is subject or bound, except for such breaches,
violations or defaults which would not, individually or in the aggregate, reasonably be expected to prevent, delay or
impair the ability of a Company or any Seller to consummate the transactions contemplated hereby; (ii) result in the
creation of, or give any third party the right to create, any Lien upon the assets of the a Company or any SSN Subsidiary;
(iii) terminate or modify, or give any third party the right to terminate or modify, the provisions or terms of any material
contract to which a Company or any SSN Subsidiary is a party; or (iv) result in any suspension, revocation, forfeiture or
nonrenewal of any permit, license, qualification, authorization or approval applicable to a Company or any SSN
Subsidiary.

3.2    Financial Statements; Books and Records; Internal Controls

(a) Each Company has provided to LTFS correct and complete copies of their respective
consolidated balance sheets, consolidated statements of income, stockholders' equity and cash flows (including the notes
thereto), as of December 31, 2013, December 31, 2012 and December 31, 2011, audited in the case of SSN and unaudited
in the case of RCC (collectively, “Company Financial Statements”). The Company Financial Statements (i) have been
prepared in accordance with GAAP applied on a consistent basis throughout the periods covered thereby (except as may
be indicated in the notes thereto and except that the unaudited financials of RCC do not contain all footnote disclosures
required by GAAP); (ii) have been prepared in accordance with the published rules and regulations of any Governmental
Entity with which such Company Financial Statements are required to be filed, in each case, as such rules and regulations
existed at the time such Company Financial Statements were so required to be filed; and (iii) present fairly, in all material
respects, the financial conditions and the results of operations of each Company (including, with respect to SSN, the SSN
Subsidiaries) as at the dates thereof and for the periods then ended.

(b) Each Company has provided to LTFS complete and correct copies of their respective monthly
unaudited consolidated statements of income, stockholders' equity and cash flow for each month from January 1, 2014 to
July 31, 2014, and their respective unaudited consolidated balance sheets as at the end of such period (collectively,
“Interim Financial Statements” and, together with the Company Financial Statements, “Financial Statements”). The
Interim Financial Statements (i) have been prepared in accordance with GAAP (except that the Interim Financial
Statements are subject to normal year-end adjustments and do not contain all footnote disclosure required by GAAP)
applied on a consistent basis throughout the periods covered thereby; (ii) have been prepared in accordance with the
published rules and regulations
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of any Governmental Entity with which such Interim Financial Statements are required to be filed, in each case, as such
rules and regulations existed at the time such Interim Financial Statements were so required to be filed; and (iii) present
fairly, in all material respects, the consolidated financial position of the Company (including with respect to SSN, the
SSN Subsidiaries) as at the dates thereof and the consolidated results of operation, changes in stockholders' equity and
cash flows of the Company (including with respect to SSN, the SSN Subsidiaries) for the periods then ended, subject to
normal year-end adjustments.

(c) Each Company maintains a system of internal accounting controls sufficient to provide
reasonable assurance that (i) transactions are executed in accordance with management’s general or specific
authorizations, (ii) the transactions of such Company are recorded as necessary to permit preparation of the financial
statements of such Company in conformity with GAAP and to maintain asset accountability, (iii) access to assets is
permitted only in accordance with management’s general or specific authorization, and (iv) the recorded accountability
for assets is compared with the existing assets at reasonable intervals and appropriate action is taken with respect to any
differences.

(d) Since January 1, 2010, to the Knowledge of the Companies, no director, officer, employee,
registered representative, auditor, accountant or representative of either Company has received any written complaint,
allegation, assertion or claim regarding the accounting or auditing practices, procedures, methodologies or methods of
such Company or its internal accounting controls, including any written complaint, allegation, assertion or claim that such
Company has engaged in questionable accounting or auditing practices. Since January 1, 2010, there have been no
internal investigations outside the course of customary review processes and procedures regarding the accounting or
revenue recognition practices of either Company.

(e) The books of account and other similar financial books and records of each Company and the
SSN Subsidiaries have been maintained, in all material respects, in accordance with good business practice in the industry
in which they operate, are complete and correct in all material respects and there have been no material transactions that
are required by either applicable regulatory requirements or by good business practice in the industry in which they
operate to be set forth therein and which have not been so set forth. Copies of all such books and records have been made
available to LTFS.

(f) Except as otherwise expressly noted in the Financial Statements or set forth in Schedule 3.2(f)
of the Disclosure Letter, the accounts and notes receivable of each Company and the SSN Subsidiaries reflected on the
balance sheets included in the Financial Statements (i) arose from bona fide sales transactions in the ordinary course of
business and are payable on ordinary trade terms, (ii) are, to the Knowledge of the Companies, legal, valid and binding
obligations of the respective debtors enforceable in accordance with their terms, except as such may be limited by
bankruptcy, insolvency, reorganization, or other similar laws affecting creditors’ rights generally, and by general
equitable principles, (iii) are, to the Knowledge of Companies, not subject to any valid set-off or counterclaim except to
the extent set forth in such balance sheet contained therein, (iv) are, to the Knowledge of the Companies, collectible in the
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ordinary course of business consistent with past practice in the aggregate recorded amounts thereof, net of any applicable
reserve reflected in such balance sheet referenced above, and (v) are not the subject of any actions or proceedings brought
by or on behalf of either Company or any SSN Subsidiary.

3.3    Absence of Undisclosed Liabilities. Neither Company nor any SSN Subsidiary has any Liabilities, except
for Liabilities (a) reflected or reserved against in the Financial Statements, (b) disclosed in Schedule 3.3 of the Disclosure
Letter or (c) incurred in the ordinary course of business consistent with past practice subsequent to December 31, 2013
that, individually or in the aggregate, have not had or resulted and could not reasonably be expected to have or result in a
Material Adverse Effect on the Companies.

3.4    Events Subsequent to Latest Financial Statements. Since December 31, 2013, (i) each Company and each
SSN Subsidiary have conducted their respective businesses only in the ordinary course consistent with past practice and
(ii) there has been no change, development or effect or combination of changes, developments or effects that, individually
or in the aggregate, have had or resulted or could reasonably be expected to have or result in a Material Adverse Effect on
the Companies. Since December 31, 2013, neither Company nor any SSN Subsidiary has declared, set aside or paid any
dividends or distributions on, or made any other distributions in respect of, Equity Securities other than those
distributions listed in Schedule 3.4 of the Disclosure Letter.

3.5    Taxes.

(a) Each Company and each SSN Subsidiary (and any consolidated, combined, unitary or
aggregate group for Tax purposes of which each Company is or has been a member) has timely filed all federal income
Tax Returns, and all other material foreign, federal, state and local Tax Returns that were or are required to be filed by it
and all such Tax Returns are true and correct in all material respects. For each taxable year or period (“Tax Period”) of
each Company and each SSN Subsidiary ended on or after December 31, 2009, the Companies have made available to
LTFS correct and complete copies of all such Tax Returns, examination reports and statements of deficiencies assessed
against or agreed to by either Company or any SSN Subsidiary.

(b) All Taxes shown or due and owing on any Tax Return of each Company and each SSN
Subsidiary have been timely paid. No Taxing Authority is now asserting or, to the Knowledge of the Companies,
threatening to assert against either Company or any SSN Subsidiary any deficiency or claim for additional Taxes. Except
as set forth in Schedule 3.5(b) of the Disclosure Letter, there are no current audits of any Tax Return filed by either
Company or any SSN Subsidiary, and neither Company nor any SSN Subsidiary has been notified by any Taxing
Authority that any such audit is contemplated or pending. No extension of time with respect to any date on which a Tax
Return was or is to be filed by a Company or any SSN Subsidiary is in force. No waiver or agreement by a Company or
any SSN Subsidiary is in force for the extension of time for the assessment or payment of any Taxes.
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(c) All material Taxes which a Company or any SSN Subsidiary has been required to collect or
withhold have been duly collected or withheld and, to the extent required when due, have been or shall be duly and timely
paid to the proper Taxing Authority (whether or not shown to be due and payable on any Tax Return).

(d) Neither Company nor any SSN Subsidiary has any liability for any Taxes of any Person other
than such Company or such SSN Subsidiary (i) under Treasury Regulation Section 1.1502-6 (or any similar provision of
state, local or foreign law), (ii) as a transferee or successor, (iii) by contract or (iv) otherwise.

(e) There are no Liens on any of the Assets of a Company or any SSN Subsidiary that arose in
connection with any failure (or alleged failure) to pay any Taxes.

(f) The Tax Periods of the Companies and each SSN Subsidiary for all U.S. federal, foreign, state
and local income Taxes end on December 31.

(g) Neither Company nor any SSN Subsidiary is a party to, or otherwise bound by or subject to,
any Tax sharing, allocation or indemnification or similar agreement, provision or arrangement (whether or not written)
pursuant to which it will have any obligation to make any payments to any Person after the Closing Date.

(h) No claim has been made in writing by a Taxing Authority since January 1, 2009 in a
jurisdiction where a Company or any SSN Subsidiary does not file Tax Returns that such Company or SSN Subsidiary, as
the case may be, is or may be subject to taxation by that jurisdiction. Schedule 3.5(h) of the Disclosure Letter contains a
list of all jurisdictions to which any income Taxes are properly payable by the Company or any Subsidiary.

(i) All registered representatives of each Company or any SSN Subsidiary are properly classified
as independent contractors for tax purposes.

(j) Schedule 3.5(j) of the Disclosure Letter sets forth each jurisdiction in which the Companies and
each Seller has nexus and is required to file a state or local Tax Return.

(k)  FLIC qualifies for and has timely filed a valid election under Section 831(b) of the Code.
FLIC has at all times operated its business in accordance with the requirements of Section 831(b) of the Code.

(l) Elections regarding “Subchapter S” status or “Qualified Subchapter S Subsidiary” status with
respect to United States federal income Taxes have been made for each Company and each SSN Subsidiary, except FLIC;
similar elections have been made with respect to similar status in each state in which such elections are permissible and in
which each Company and/or each SSN Subsidiary are subject to liability for income Taxes; all such elections are valid
and in effect and have been continuously in effect, with respect to each Company and each SSN Subsidiary, since the date
such elections were made and neither Company nor any
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SSN Subsidiary has any liability for United States federal and, for such states, state Taxes, in each case, based on income.

3.6    Litigation. Except as set forth in Schedule 3.6 of the Disclosure Letter, there are no (a) Legal Proceedings
pending or, to the Knowledge of the Companies, threatened against a Company or any SSN Subsidiary or (b) Unasserted
Claims against a Company or any SSN Subsidiary or any independent contractor or agent thereof relating to any act,
error or omission by such Person.

3.7    Compliance with Laws; Permits; Customer Complaints.

(a) Since January 1, 2010, the business of each Company and each SSN Subsidiary has not been,
and is not being, conducted in violation of any applicable federal, state or local law, statute, ordinance, rule, regulation,
judgment, order, injunction, decree, declaration, arbitration award, agency requirement, license or permit of any
Governmental Entity (collectively, “Laws”), other than such violations that, individually or in the aggregate, would not
have a Material Adverse Effect on the Companies. Neither Company nor any SSN Subsidiary or any of their respective
assets or properties is subject to any material Governmental Order specifically directed to it or its properties. Except as set
forth in Schedule 3.7(a) of the Disclosure Letter, neither Company nor any SSN Subsidiary have received any notice
from any applicable Governmental Entity, and to the Knowledge of the Companies, none is threatened, alleging that a
Company or any SSN Subsidiary is violating or has violated, or is not complying or has not complied with, any of the
foregoing.

(b) Each Company and each SSN Subsidiary has in full force and effect all governmental permits,
licenses, franchises, certificates, variances, exemptions, exceptions, orders and other governmental authorizations,
consents, clearances and approvals necessary to operate its properties and Assets and conduct its business as presently
conducted (“Permits”), except in each case for any Permits the failure of which to be in full force and effect, individually
or in the aggregate, have not had or resulted and could not reasonably be expected to have or result in a Material Adverse
Effect on the Companies. Except as set forth in Schedule 3.7(b) of the Disclosure Letter, there has occurred no material
breach of or default (with or without notice or lapse of time or both) under any such Permit and neither Company nor any
SSN Subsidiary has received any written notice, and there has been no action, suit or proceeding filed, commenced or, to
the Knowledge of the Companies, threatened alleging any such breach or default or otherwise seeking to revoke,
terminate, suspend or modify any such Permit or to impose any fine, penalty or other sanctions. Each Company and each
SSN Subsidiary have filed all reports, notifications and filings with, and have paid all regulatory fees to, the applicable
Governmental Entity necessary to maintain all of their Permits in full force and effect, except in each case for any
Permits the failure of which to be in full force and effect, individually or in the aggregate, have not had or resulted and
could not reasonably be expected to have or result in a Material Adverse Effect on the Companies.

(c) All customer complaints which have been made since January 1, 2009 against a Company, any
SSN Subsidiary, the Insurance Entities, any Advisers or any officers,
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directors, partners, employees, principals or investment advisors or registered representatives of the Companies and any
of the SSN Subsidiaries or any insurance representative of the Insurance Entities are set forth in Schedule 3.7(c) of the
Disclosure Letter and copies of each such complaint have been furnished or made available to LTFS. Except as set forth
in Schedule 3.7(c) of the Disclosure Letter, no such complaints are pending, or to the Knowledge of the Companies
threatened.

3.8    Employee Benefits.

(a) Schedule 3.8(a) of the Disclosure Letter sets forth all benefit or compensation plans, programs,
practices (e.g., payroll practices), employment agreements and other contracts, policies or arrangements covering current
or former employees of each of the Companies and the SSN Subsidiaries (“Employees”) or with respect to which each
Company or SSN Subsidiary has any Liability for such Employees, including, but not limited to, “employee benefit
plans” within the meaning of Section 3(3) of the Employee Retirement Income Security Act of 1974, as amended
(“ERISA”), deferred compensation, severance, change in control, stock option, stock purchase, stock appreciation rights,
stock based, incentive and bonus plans (“Benefit Plan”). Each Company and each SSN Subsidiary has furnished or made
available to LTFS true and complete copies of the most recent annual report (Form 5500), financial statement, actuarial
valuation and favorable determination letter, if any, with respect to each Benefit Plan.

(b) The Benefit Plans have been operated and maintained in all material respects in accordance
with their terms and with ERISA, the Code and other applicable Laws and all material tax Liabilities and penalties related
to the Benefit Plans have been satisfied.

(c) There has been no amendment to, announcement by a Company or any SSN Subsidiary
relating to, a change in employee participation or coverage under, the Benefit Plans which would materially increase the
expense of maintaining such plan above the level of the expense incurred therefor for the most recent fiscal year. Neither
the execution of this Agreement, approval of this Agreement by Sellers nor the consummation of the transactions
contemplated hereby will, under the terms of the Benefit Plans, (i) entitle any Employees to severance pay or any increase
in severance pay upon any termination of employment after the date hereof, (ii) accelerate the time of payment or vesting
or result in any payment or funding (through a grantor trust or otherwise) of compensation or benefits under, increase the
amount payable or result in any other material obligation pursuant to, the Benefit Plans, (iii) limit or restrict the right of a
Company or any SSN Subsidiary or, after the consummation of the transactions contemplated hereby, LTFS to merge,
amend or terminate the Benefit Plans or (iv) result in payments under the Benefit Plans which would not be deductible
under Section 280G of the Code.

3.9    Labor Matters. Neither Company nor any SSN Subsidiary is a party to any collective bargaining agreement
or other labor union contract applicable to any Employees and, to the Knowledge of the Companies, there are no activities
or proceedings of any labor union to organize any Employees.
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3.10    Real Property.

(a) Neither Company nor any SSN Subsidiary owns any real property.

(b) Other than as set forth in Schedule 3.10(b) of the Disclosure Letter, neither Company nor any
SSN Subsidiary is party to any real property leases or subleases. Sellers have provided to LTFS a complete and correct
copy of each lease or sublease set forth in Schedule 3.10(b) of the Disclosure Letter to which a Company or any SSN
Subsidiary is a party or is bound. Each lease set forth in Schedule 3.10(b) of the Disclosure Letter is in full force and
effect and, to the Knowledge of the Companies, is enforceable against the landlord or counterparty which is party thereto
in accordance with its terms, and there exists no material default or material event of default (or any event that with notice
or lapse of time or both would become a material default or material event of default) on the part of a Company or any
SSN Subsidiary under any such lease. Neither Company nor any SSN Subsidiary has assigned or sublet its interest under
any such lease.

(c) Except as, individually or in the aggregate, have not had or resulted and could not reasonably
be expected to have or result in a Material Adverse Effect on the Companies, each Company and each Subsidiary own (or
in the case of leased or licensed assets or properties, have a valid right to use) all of the Assets and properties of any kind
or nature reasonably necessary for the conduct of the Business as presently conducted.

(d) To the Knowledge of the Companies (i) the property subject to the leases set forth in Schedule
3.10(b) of the Disclosure Letter is in good and usable condition, subject to normal wear and tear and normal industry
practice with respect to maintenance, and is adequate and suitable for the purposes for which it is presently being used,
and (ii) the Company has rights of egress and ingress with respect to such leased property that is sufficient for it to
conduct the Business consistent with past practice.

3.11    Tangible Personal Property. The Companies or the SSN Subsidiaries have good, valid and marketable title
to or, in the case of leased tangible personal property included in the Assets, a valid, binding and enforceable leasehold
interest in, all tangible personal property included in the Assets reflected on the audited combined balance sheet dated
December 31, 2013 as being owned by the Company or any Subsidiary or purchased or acquired by a Company or any
SSN Subsidiary after December 31, 2013 (except for all tangible personal property included in the Assets sold since such
date in the ordinary course of business consistent with past practice), in each case free and clear of any Liens other than
Permitted Liens.

3.12    Intellectual Property. All material trademarks, service marks, trade names, copyrights, Internet domain
names and applications therefor (“Intellectual Property”) used in the operation of the Business and the activities of the
Companies and the SSN Subsidiaries (other than packaged computer software that is used in all material respects in
accordance with the licenses therefor) are owned by or registered in the name of a Company or a SSN Subsidiary. No
interest in any of such Intellectual Property has been assigned, transferred or licensed to any
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Person by a Company or any SSN Subsidiary, and, to the Knowledge of the Companies, there is no infringement or
asserted infringement by any Person of any Intellectual Property of another the effect of which, individually or in the
aggregate, would reasonably be expected to have a Material Adverse Effect on the Companies. No claim is pending by a
Company or any SSN Subsidiary against others to the effect that the present or past operations of such Person infringes
upon or conflicts with the rights of a Company or any SSN Subsidiary to the Intellectual Property, and to the Knowledge
of the Companies, no reasonable grounds for such action exist. There are no pending or, to the Knowledge of the
Companies threatened, cancellations or revocations of any agreement granting to a Company or any SSN Subsidiary any
Intellectual Property right of a third person, which, individually or in the aggregate, would reasonably be likely to result
in a Material Adverse Effect on the Companies.

3.13    Contracts. Schedule 3.13 of the Disclosure Letter lists all Material Contracts. The term “Material
Contracts” means all of the following types of Contracts to which a Company or any SSN Subsidiary is a party or by
which a Company or any SSN Subsidiary or any of their respective Assets is bound or otherwise subject (other than
Organizational Documents and Intellectual Property agreements):

(a) each Contract which (i) is reasonably likely to involve consideration or Indebtedness of more
than $25,000, in the aggregate over the term of such Contract, (ii) has a term longer than two years or (iii) is exclusive, or
which, in any case, cannot be cancelled without penalty or further payment and without more than 90 days’ notice;

(b) any Contract between a Company or any SSN Subsidiary or any Affiliate thereof, on the one
hand, and any Seller or any Affiliate thereof or any Affiliate of a Company or any SSN Subsidiary, on the other hand; or
any Contract between any of the Sellers respecting any of the Assets of the Companies or any Affiliate thereof;

(c) any Contract with any institutional client or institutional customer of a Company or any SSN
Subsidiary;

(d) any agreements with customers relating to the clearing of futures or securities transactions, the
custody of assets or the extension of credit, real property leases, Benefit Plans, and all material insurance policies
maintained by a Company or any SSN Subsidiary and which are in force as of the date hereof;

(e) all Contracts with respect to any hedging, swap, forward, future or derivative transaction or
option or similar Contract involving, or settled by reference to, one or more rates, currencies, commodities, equity or debt
instruments or securities, or economic, financial or pricing indices or measures of economic, financial or pricing risk or
any similar transaction or any combination of these transactions;

(f) all Contracts that limit, or purport to limit, the ability of a Company or any SSN Subsidiary
before or after the Closing to compete in any line of business or with any Person or to operate in any geographic area or
during any period of time;
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(g) any joint venture or strategic partnership agreement or similar arrangement;

(h) any Contract relating to the acquisition or disposition of Assets of a Company or any SSN
Subsidiary made outside of the ordinary course of business;

(i) all other material Contracts not made in the ordinary course of business; and
(j) all other Contracts, whether or not made in the ordinary course of business, which are material

to a Company or any SSN Subsidiary, or the absence of which, individually or in the aggregate, could reasonably be
expected to have or result in a Material Adverse Effect on the Companies.

The Companies have provided to LTFS complete and correct copies of all of the Material Contracts. Each Material
Contract is in full force and effect and, to the Knowledge of the Companies, valid, binding and enforceable against the
other parties thereto in accordance with its terms, subject to applicable bankruptcy, insolvency, fraudulent transfer,
reorganization, moratorium and similar laws affecting the enforcement of creditors’ rights generally or, as to
enforceability, by general equity principles. None of the Companies, the SSN Subsidiaries or, to the Knowledge of the
Companies, any other Person is in breach or violation of, or in default under, any Material Contract. To the Knowledge of
the Companies, no event has occurred which would, and the consummation of the transactions contemplated hereby will
not, result in a breach of or default under, require any consent or other action by any Person under, or give rise to any
penalty or right of termination, cancellation or acceleration of any right or obligation of a Company or any SSN
Subsidiary or to a loss of any benefit to which a Company or any SSN Subsidiary is entitled under (in each case, with or
without notice or lapse of time, or both) any Material Contract.

3.14    Affiliate Transactions. Other than as set forth in Schedule 3.14 of the Disclosure Letter, there are no
transactions or agreements between a Company or any SSN Subsidiary, on the one hand, and any Affiliate or partner,
employee, officer or director of a Company or any SSN Subsidiary, on the other, that require the fulfillment of any
obligations, Liabilities or payments by a Company or any SSN Subsidiary on or after the Closing Date.

3.15    Brokers, Finders. There is no investment banker, broker, finder or similar intermediary that has been
retained by, or is authorized to act on behalf of a Company, a SSN Subsidiary or any Seller who is or may be entitled to
any fee, commission, or other compensation or expense reimbursement in connection with the transactions contemplated
by this Agreement.

3.16    Certain Brokerage Matters.

(a) SSN is, and at all times since commencing brokerage activities has been, duly registered,
licensed or qualified as a broker-dealer under the Exchange Act and in each jurisdiction where the conduct of the business
requires such registration, licensing or
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qualification, and is, and at all times has been, in compliance in all material respects with all applicable Laws requiring
any such registration, licensing or qualification and is not subject to any material liability or material impediment to the
conduct of its business by reason of the failure to be so registered, licensed or qualified.

(b) SSN does not have in effect any “soft dollar” arrangements with any of its customers that do
not come within the “safe harbor” provisions of 28(e) of the Exchange Act.

(c) To the Knowledge of the Companies, all sales literature used by the SSN since January 1, 2010
does not contain any misstatement of a material fact and does not omit to state a material fact necessary to make the
statements therein not misleading in the light of the circumstances in which such statements are made.

(d) SSN is a member in good standing with FINRA and, except as set forth in Schedule 3.16(d) of
the Disclosure Letter, there has not been, since January 1, 2010, nor is there currently pending or, to the Knowledge of the
Companies, threatened in writing, any disciplinary proceeding undertaken by FINRA concerning SSN or, to the
Knowledge of Companies, any of its officers, directors, partners, employees, registered principals or registered
representatives.

(e) SSN is registered with the Central Registration Depository under CRD number 13318.

(f) SSN is duly registered with the Security Investors Protection Corporation (“SIPC”) and has
paid or has made adequate provision for the payment of all SIPC assessments as of and through July 31, 2014.

(g) Copies of the Uniform Application for Broker-Dealer Registration on Form BD of SSN on file
with the SEC, reflecting all amendments thereof that are in effect as of the date of this Agreement (the “Form BD”), and
all FOCUS reports, amendments and updates for the period ended July 31, 2014 has been filed by SSN with the SEC, and
have been made available to LTFS prior to the date of this Agreement. Such forms are in compliance in all material
respects with the applicable requirements of the Exchange Act.

(h) SSN has been and is in compliance with the applicable net capital provisions of the Exchange
Act and the applicable rules of all self-regulatory organizations including, without limitation, all applicable regulatory
net capital requirements (including any applicable “early warning” and “expansion-contraction” capital requirements).
SSN is in compliance in all material respects with all applicable regulatory requirements for the protection of customer or
client funds and securities. SSN has not made any withdrawals from any reserve bank account it is required to maintain
pursuant to SEC Rule 15c3-3(e), except as permitted by SEC Rule 15c3-3(g).

(i) SSN has established, maintains and enforces written compliance, supervisory and control
policies and procedures in compliance with applicable Laws, including FINRA Rules 3010 and 3012 and Section 15(g) of
the Exchange Act. SSN has been and remains
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in compliance in all material respects with such policies and procedures. Complete and correct copies of each of the
policies and procedures set forth on Schedule 3.16(i) of the Disclosure Letter have been made available to LTFS in the
form in effect on the date of this Agreement.

(j) Neither SSN nor any of its directors, officers, employees, registered representatives or
“associated persons” (as defined in the Exchange Act) is the subject of any material disciplinary proceedings or Orders of
any Governmental Entity arising under applicable Laws which would be required to be disclosed on Form BD or Form
U4 or U5 of an associated person that are not so disclosed on such Form BD or Form U4 or U5, and no such disciplinary
proceeding or Order is pending against SSN or, the Knowledge of the Companies, threatened against SSN, or pending or
threatened against the other Persons referred to above. Except as disclosed on the Form BD or Form U4 or U5, to the
Knowledge of the Companies, neither SSN nor its directors, officers, employees, registered representatives or associated
persons has been permanently enjoined by any Order from engaging or continuing any conduct or practice in connection
with any activity or in connection with the purchase or sale of any security. Except as disclosed on the Form BD or Form
U4 or U5, neither SSN, nor to the knowledge of SSN, any of its directors, officers, employees or associated persons is or
has been ineligible to serve as a broker-dealer or an associated person of a broker-dealer under Section 15(b) of the
Exchange Act (including being subject to any “statutory disqualification,” as defined in Section 3(a)(39) of the Exchange
Act).

(k) SSN has a “security entitlement” (as defined in the Uniform Commercial Code) in all securities
or investments held or purported to be held by it (except securities sold under repurchase agreements or held in any
fiduciary or agency capacity), free and clear of any Lien, except to the extent such securities are pledged in the ordinary
course of business consistent with past practices to secure its obligations. Such securities are valued on SSN's books in
accordance with GAAP.

(l) As of the date of this Agreement, SSN owes no fees or assessments to any self-regulatory
organization for which bills have been received by it.

(m) Since January 1, 2010, SSN has not made any contributions or payments, or failed to disclose
any other information, that would be required to be disclosed by SSN on Forms G-37/G-38t of the Municipal Securities
Rulemaking Board (“MSRB”) or recorded by SSN or any SSN Subsidiary pursuant to MSRB Rule G-8(a)(xvi).

(n) SSN is not acting as a specialist unit for any securities on any securities exchange.

(o) SSN currently has in effect a blanket broker-dealer fidelity bond as summarized in Schedule
3.16(o) of the Disclosure Letter.

(p) All swap, forward future, option, or any similar agreements or arrangements executed or
arranged by SSN were entered into (i) in accordance with all applicable Laws and regulatory policies and (ii) with
counter-parties believed by SSN at the time
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to be financially responsible; and each of them constitutes the valid and legally binding obligation of SSN and, to the
Knowledge of the Companies, such counter-parties, enforceable in accordance with its terms against SSN and, to SSN’s
knowledge, such counter-parties, except as enforceability may be limited by bankruptcy, insolvency, reorganization,
moratorium or other similar laws affecting the enforcement of creditors’ rights generally and by general equitable
principles (whether such enforceability is considered in a proceeding in equity or at law). Neither SSN nor, to the
Knowledge of the Companies, any other party thereto, is in breach of any of its obligations under any such agreement or
arrangement.

(q) Neither RCC nor any SSN Subsidiary operates or conducts any business that would require any
such entity, nor any officer, employee or independent contractor thereof, to register as a broker-dealer with the SEC
pursuant to Section 15 of the Exchange Act.

3.17    Investment Advisers.

(a) A copy of each of Part 1 and Part 2A of Form ADV of SSN Advisory, Inc., a subsidiary of SSN
(“SSN Advisory”), on file with the SEC as of the date of this Agreement (the “Form ADVs”), have been made available
to LTFS. The Form ADVs comply in all material respects with the applicable requirements of the Investment Advisers
Act.

(b) SSN Advisory (i) is, and at all times since it commenced investment advisory activities has
been, duly registered as an “investment adviser” under the Investment Advisers Act and SSN Advisory has made state
notice filings in each state where the conduct of its investment advisory activities requires such filings, except for any
failure to be registered or to have made any filing as would not have a Material Adverse Effect and (ii) is, and at all times
has been, in material compliance with all Laws requiring any such registration or filing and is not subject to any material
liability or disability by reason of the failure to be so registered or to have made such filings. Each Affiliate, officer,
director, employee, agent, representative and independent contractor of the Companies and the SSN Subsidiaries that is or
has been required under Law to register as an investment adviser (each, an “Adviser”) is properly registered, and at all
times during his or her employment with or engagement by the Companies or any such SSN Subsidiary, has been, as and
when required, properly registered.

(c) SSN Advisory has adopted written policies and procedures pursuant to Rule 206(4)-7 under the
Investment Advisers Act that are reasonably designed to prevent violations of the Investment Advisers Act. SSN
Advisory has adopted a written code of ethics pursuant to and in accordance with Rule 204A-1 under the Investment
Advisers Act. Material exceptions to and material violations of such policies and procedures and code of ethics occurring
since January 1, 2010 are set forth on Schedule 3.17(c) of the Disclosure Letter. Complete and correct copies of each of
the policies and procedures and code of ethics set forth on Schedule 3.17(c) of the Disclosure Letter have been made
available to LTFS in the form in effect on the date of this Agreement.

(d) Neither SSN Advisory nor, to the Knowledge of the Companies, any Adviser or any other
Person “associated” (as defined in Section 202(a)(17) of the Investment
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Advisers Act) with SSN Advisory has been convicted of any crime or subject to disqualification pursuant to Section 203
of the Investment Advisers Act to serve as an “investment adviser” (as defined under the Investment Advisers Act) or as
an associated person of an investment adviser; nor, to the Knowledge of the Companies, is there a current investigation,
whether formal or informal, or whether preliminary or otherwise, that is reasonably likely to result in any such denial,
suspension, revocation, or limitation. The facts and circumstances surrounding such disqualification (if any) have been
disclosed on the Form ADVs.

(e)  SSN Advisory has not been, nor has, to the Knowledge of the Companies, any Adviser or any
Affiliate, director, officer, employee or registered representative of SSN Advisory been, in connection with the
performance of his or her duties or services, (A) subject to any cease and desist, censure or other disciplinary or similar
order issued by, (B) a party to any written agreement, consent agreement, memorandum of understanding or disciplinary
agreement with, (C) a party to any commitment letter or similar undertaking to, (D) subject to any order or directive by
or (E) a recipient of any supervisory letter from, any Governmental Entity.

(f) SSN Advisory and, to the Knowledge of the Companies, each other Adviser, has at all times
been in compliance with the terms of each Advisory Contract and no event has occurred or condition exists that
constitutes, or with notice or the passage of time will constitute, an event of default, except as would not have a Material
Adverse Effect on the Companies. To Knowledge of the Companies, each Advisory Contract complies with the
restrictions set forth in Section 205 of the Investment Advisers Act. Except as set forth on Schedule 3.17(f) of the
Disclosure Letter, no Advisory Contract expressly requires the written consent of any client for assignment of such
Advisory Contract. “Advisory Contract” means any investment advisory, sub-advisory, investment management, trust or
similar agreement with any client to which any Adviser is a party and acts as an investment adviser (whether as manager,
sub-advisor, sub-manager or in another similar capacity).

(g) To Knowledge of the Companies, neither SSN Advisory nor any Adviser has deviated from the
standard forms of Advisory Contracts and addenda thereto used in the business of the Companies and/or the SSN
Subsidiaries, except for changes relating to compensation or changes that are not materially adverse to the interests of
such investment adviser. The Companies have provided LTFS with complete and correct copies of the standard forms of
Advisory Contracts and addenda thereto used in the business of the Companies and/or the SSN Subsidiaries.

(h) The Advisers have acquired for any assignment prior to the date hereof client consent for the
assignment of each Advisory Contract, as and if required by Section 205 of the Investment Advisers Act.

(i) SSN Advisory and, to the Knowledge of the Companies, each Adviser has maintained and
preserved books and records that comply with Section 204 of the Investment Advisers Act and the rules promulgated
thereunder and has disseminated no advertising material in contravention of Rule 206(4)-1.
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(j) Neither the Companies nor any SSN Subsidiary (other than SSN Advisory) operates or
conducts any business that would require any such entity to be a registered investment adviser with the SEC pursuant to
Section 203 of the Investment Advisers Act.

3.18    Insurance Matters.

(a) Each of the Insurance Entities (i) is, and at all times since commencing its insurance business
has been, duly registered, licensed or qualified as an insurance entity in each jurisdiction where the conduct of the
business requires such registration, licensing or qualification, except for any failure to be so registered, licensed or
qualified that, individually or in the aggregate, has not had and would not reasonably be expected to have a Material
Adverse Effect and (ii) is, and at all times has been, in compliance in all material respects with all applicable Laws
requiring any such registration, licensing or qualification and is not subject to any material liability or disability by reason
of the failure to be so registered, licensed or qualified. Schedule 3.18(a) of the Disclosure Letter sets forth each state in
which an Insurance Entity is licensed as a business entity insurance producer and for each state in which it is not licensed,
but is required to be licensed, whether a license application has been filed and disapproved.

(b) Each of the Insurance Entities’ officers, employees and independent contractors who is
required to be registered, licensed or qualified with any Governmental Entity to conduct the business of the Insurance
Entities is duly and properly registered, licensed or qualified as such, and has been so registered, licensed or qualified at
all times while in the employ or under contract with the Insurance Entities, and such licenses are in full force and effect,
or are in the process of being registered as such within the time periods required by applicable Law, except as the failure
to be so registered, licensed or qualified would not, or would not reasonably be expected to, individually or in the
aggregate, have a Material Adverse Effect.

(c) Each of the Insurance Entities has, to the extent applicable, complied with FINRA Rules 2320
and 2330 governing the activities of members with regard to the offer and sale of variable contracts and has maintained
appropriate compensation records in accordance therewith.

(d) Each of the Insurance Entities has, to the extent applicable, substantially followed the
guidelines set forth in FINRA Rule 2210 as it applies to its communications to the public about variable annuities,
whether those communications be individualized letters, presentations, sales literature or advertisements.

(e) None of the Insurance Entities has, nor has, to the Knowledge of the Companies, any Affiliate,
officer, director, employee, agent or independent contractor thereof, been disciplined in any manner by any
Governmental Entity for activity related to the offer or sale of insurance by the Insurance Entities, except as listed in
Schedule 3.18(e) of the Disclosure Letter.
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(f) FLIC has filed all material reports, statements, registrations, filings or submissions required to
be filed with any Insurance Regulator since January 1, 2010, and no material deficiencies have been asserted in writing by
any Governmental Entity since January 1, 2010 with respect to any such reports, statements, registrations, filings and
submissions that have not been cured or otherwise resolved. The Companies have made available to LTFS true, correct
and complete copies of all material reports, statements, registrations, filings and submissions and any supplements or
amendments thereto filed since January 1, 2010 with any Governmental Entity in respect of FLIC and all financial
examination reports of all Insurance Regulators with respect to FLIC issued since January 1, 2010. FLIC is not subject to
any pending or, to the Knowledge of the Companies, threatened financial or other investigation by an Insurance
Regulator.

(g) To the extent required under Law, all insurance contracts and policies issued by FLIC, and all
endorsements, riders, applications and certificates pertaining thereto, were, if required, issued on policy forms approved
by and/or filed with the applicable Insurance Regulator. To the Knowledge of the Companies, all benefits claimed by any
Person, and all charges and other amounts required to be paid, under any insurance policy issued by FLIC have in all
material respects since January 1, 2010 been paid (or provision for payment thereof has been made) in accordance with
the terms of the policies or contracts under which they arose. All such payments were not materially delinquent and were
paid (or will be paid) without fines or penalties, except for (i) any such claim for benefits for which FLIC reasonably
believes or believed that there is a reasonable basis to contest payment and (ii) any such claim for benefits the payment of
which has been denied or contested in the ordinary course of business.

(h) Reinsurance. Neither of the Companies nor any SSN Subsidiary is a party to any reinsurance
agreement.

(i) Set forth in Schedule 3.18(i) of the Disclosure Letter is a true, correct and complete list of all
Investment Assets owned by FLIC as of July 31, 2014. All Investment Assets were acquired in compliance, in all material
respects, with Law. FLIC has good and marketable title in and to all of the Investment Assets it purports to own, and after
the Closing, FLIC will have good and marketable title in and to all Investment Assets, in each case free and clear of all
Liens, other than Permitted Liens, except to the extent an Investment Asset is on deposit with Insurance Regulators
pursuant to Law on behalf of FLIC. Except as set forth in Schedule 3.18(i) of the Disclosure Letter, FLIC has no material
funding obligations of any kind, or material obligation to make any additional advances or investments (including any
obligation relating to any currency or interest rate swap, hedge or similar arrangement), in respect of any of the
Investment Assets. There are no material outstanding commitments, options, put agreements or other arrangements
relating to the Investment Assets to which the Companies or the SSN Subsidiaries may be subject upon or after the
Closing.

(j) The Companies have provided LTFS true, correct and complete copies of (i) the audited annual
statutory financial statements of FLIC as of and for the years ended December 31, 2012 and December 31, 2013 and (ii)
the unaudited interim statutory financial statements of FLIC as of and for the seven-month period ending July 31, 2014
(collectively, the
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“Statutory Statements”). Except as set forth in Schedule 3.18(j) of the Disclosure Letter, the Statutory Statements were
prepared in accordance with SAP and fairly present, in all material respects, the assets, liabilities and capital and surplus
of FLIC at their respective dates and the results of operations, changes in surplus and cash flows of FLIC at and for the
periods indicated, subject, in the case of the Statutory Statements referenced in clause (ii) above, to normal recurring
year-end adjustments.

(k) Neither the Companies nor any SSN Subsidiary or Affiliate of SSN (other than the Insurance
Entities) operates or conducts any business that would require any such entity to be a registered, licensed or qualified as
an insurance company or business entity insurance producer in any jurisdiction, nor is any officer, employee or
independent contractor thereof required to be registered, licensed or qualified as an insurance producer in such capacity.

3.19    Disclosure. No representation or warranty contained in this Agreement contains any untrue statement of a
material fact or omits a material fact necessary in order to make the statements contained herein or therein not misleading
in light of the circumstances in which such statements were made. No information contained in the Disclosure Letter
furnished to LTFS pursuant to this Agreement contains any untrue statement of a material fact or omits a material fact
necessary in order to make the statements contained herein or therein not misleading in light of the circumstances in
which such statements were made.

3.20    No Illegal or Improper Transactions. To the Knowledge of the Companies, since January 1, 2010, neither
Company nor any SSN Subsidiary or any officer, director, employee, registered representative, agent or Affiliate of a
Company or any SSN Subsidiary on behalf thereof has offered, paid or agreed to pay to any Person (including any
governmental official), or solicited, received or agreed to receive from any such Person, directly or indirectly, any money
or anything of value for the purpose or with the intent of (a) obtaining or maintaining business for a Company or any
SSN Subsidiary, (b) facilitating the purchase or sale of any product or service, or (c) avoiding the imposition of any fine
or penalty, in each case with respect to items (a), (b) and/or (c), in any manner which is in violation of any applicable
ordinance, regulation or Law. To the Knowledge of the Companies, no Employee or registered representative of a
Company, any SSN Subsidiary or any Investment Adviser affiliated with a Company or any SSN Subsidiary has
provided or is providing information to any law enforcement agency regarding the commission or possible commission
of any crime, or the violation or possible violation of any applicable law, in each case, by a Company, any SSN
Subsidiary or any Investment Adviser affiliated with a Company or any SSN Subsidiary. As of the date hereof, to the
Knowledge of the Companies, no Person has asserted or has threatened to assert, any claim for any Proceeding, against a
Company or any SSN Subsidiary arising out of any discharge, demotion, suspension, threat, harassment or any
discrimination against an employee or registered representative of such company because of any act of such Employee or
registered representative described in 18 U.S.C. § 1514A(a).

3.21    Bank Accounts. Schedule 3.21 of the Disclosure Letter sets forth the name of each bank or brokerage firm
with which a Company or any SSN Subsidiary has an account or safe deposit box, vault, lock-box or other arrangement,
the account number and description of
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each account at each bank or brokerage firm and the names of all Persons authorized to draw thereon or to have access
thereto; and the names of all Persons, if any, holding tax or other powers of attorney from a Company or any SSN
Subsidiary other than in the ordinary course of business.

3.22    Licensed Employees. Each Company has made available to LTFS a true and complete list of all registered
representatives of a Company and any SSN Subsidiary and other Persons holding securities or insurance licenses in
connection with their duties performed for a Company and/or any SSN Subsidiary and each state or jurisdiction in which
each individual is so registered.

3.23    Restrictions on Business Activities. There is no agreement, commitment, judgment, injunction, order or
decree binding specifically upon a Company or any SSN Subsidiary or their respective Assets or to which a Company or
a SSN Subsidiary is a party which has or could reasonably be expected to have the effect of prohibiting or impairing the
business practices of a Company or any SSN Subsidiary as currently conducted or any acquisition of property by a
Company or any SSN Subsidiary that would otherwise be permitted by applicable Law.

3.24    Environmental Matters. Except as would not, individually or in the aggregate, have a Material Adverse
Effect on the Companies, (a) neither Company nor any SSN Subsidiary has violated or is in violation of any
Environmental Law; (b) to the Knowledge of the Companies, none of the real properties currently or formerly leased or
operated by a Company or any SSN Subsidiary (including, without limitation, air, soils and surface and ground waters) is
contaminated with any Hazardous Substance; (c) neither Company nor any SSN Subsidiary is actually or alleged in
writing to be liable for any off-site contamination by Hazardous Substances; and (d) each Company and the SSN
Subsidiaries have all permits, licenses and other authorizations required under any Environmental Law in order to
conduct its business as presently conducted, except to the extent the failure to have any of the items referenced in this
clause (d), individually or in the aggregate, have not had or resulted in and could not reasonably be expected to have a
Material Adverse Effect on the Companies.

ARTICLE IV
SELLER REPRESENTATIONS

Each Seller, solely with respect to himself, herself or itself, represents and warrants to LTFS as follows:

4.1    Organization. If Seller is not a natural person, it is duly formed, validly existing and in good standing under
the laws of its jurisdiction of organization and in good standing under the laws of its respective jurisdiction of
organization, and has all requisite power and authority to own or lease and operate its properties and assets and to carry on
its business as presently conducted.
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4.2    Consents. Except for required FINRA approvals and except as set forth in Schedule 3.1(g) of the Disclosure
Letter, no Consent of or with any Governmental Entity or third Person is required to be obtained in connection with the
execution and delivery of this Agreement by such Seller or the performance of its obligations hereunder.

4.3    Due Authorization. (a) He, she or it has full power and authority to enter into this Agreement, to perform his,
her or its obligations hereunder and consummate the transactions contemplated hereby; (b) the execution, delivery and
performance by such Seller of this Agreement and the consummation by such Seller of the transactions contemplated
hereby have been duly authorized by all necessary action of each of such Seller; (c) this Agreement has been duly
executed and delivered by such Seller; and (d) assuming the due authorization, execution and delivery of this Agreement
by LTFS, this Agreement constitutes the legal, valid and binding obligation of such Seller, enforceable against such
Seller in accordance with its terms, except as limited by applicable bankruptcy, insolvency, fraudulent transfer,
reorganization, moratorium and similar laws affecting the enforcement of creditors’ rights generally or, as to
enforceability, by general equitable principles.

4.4    No Conflicts. The execution and delivery of this Agreement by such Seller, the performance of his, her or its
obligations hereunder and the consummation of the transactions contemplated hereby will not (a) result in a breach or
violation of or constitute (or with notice or lapse of time or both constitute) a default under (i) the Organizational
Documents of that Seller, if not a natural person or (ii) any Law, Governmental Order or Permit to which such Seller is a
party or by which such Seller or his, her or its properties or assets is subject or bound, except for such breaches, violations
or defaults which would not, individually or in the aggregate, reasonably be expected to prevent, delay or impair the
ability of that Seller to consummate the transactions contemplated hereby; (b) result in the creation of, or give any third
party the right to create, any Lien upon the assets of that Seller; (c) terminate or modify, or give any third party the right
to terminate or modify, the provisions or terms of any material contract to which that Seller is a party; or (d) result in any
suspension, revocation, forfeiture or nonrenewal of any permit, license, qualification, authorization or approval
applicable to such Seller.

4.5    Ownership. Such Seller is the record and beneficial owner of, and has good and valid title to, his, her or its
respective number of Company Shares as set forth in Schedule 3.1(c) of the Disclosure Letter, free and clear of any Liens.
Upon consummation of the Transaction, LTFS will acquire good and valid title to his, her or its Company Shares, free
and clear of any Liens.

4.6    Brokers, Finders. There is no investment banker, broker, finder or similar intermediary that has been
retained by, or is authorized to act on behalf of such Seller who is or may be entitled to any fee, commission, or other
compensation or expense reimbursement in connection with the transactions contemplated by this Agreement.

4.7    Investment Intent. Such Seller is acquiring his or its Short Term Notes and Transaction Notes for his or its
own account, for the purpose of investment only and not with a view to, or for sale in connection with, any distribution
thereof in violation of applicable
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securities Laws. Such Seller has not, directly or indirectly, offered his or its Short Term Notes or Transaction Notes to
anyone or solicited any offer to buy the Short Term Notes or Transaction Notes from anyone, so as to bring such offer
and sale of the Short Term Notes and Transaction Notes by such Seller within the registration requirements of the
Securities Act. Such Seller agrees and acknowledges that the Short Term Notes and Transaction Notes are not registered
under any federal or state securities laws. Accordingly, such Seller will not sell, convey, transfer or offer for sale the
Short Term Notes or Transaction Notes except in compliance with the terms of the Short Term Notes or Transaction
Notes and the Securities Act, any applicable state securities Laws or pursuant to any exemption therefrom. Such Seller
has had access to all reports that LTFS has filed with the SEC, and anything else which such Seller has requested relating
to the foregoing and has been afforded the opportunity to obtain any additional information deemed necessary or
advisable by such Sellers to evaluate Seller’s acquisition of the Short Term Notes and Transaction Notes. Such Seller
believes that he, she or it has been fully apprised of all facts and circumstances necessary to permit him or it to make an
informed decision about acquiring the Short Term Notes and Transaction Notes, that he, she or it has sufficient
knowledge and experience in business and financial matters, that he, she or it is capable of evaluating the merits and risks
of holding the Short Term Notes and Transaction Notes, that he, she or it has the capacity to protect his or its own
interests in connection with the transactions contemplated hereby and understands that he, she or it may be required to
hold the Short Term Notes and Transaction Notes for an indefinite period and acknowledges that he, she or it can bear the
loss of the entire value of the Short Term Notes and Transaction Notes.

ARTICLE V
REPRESENTATIONS AND WARRANTIES OF LTFS

LTFS represents and warrants to each of the Sellers as follows:

5.1    Corporate Matters.

(a) LTFS is a corporation duly incorporated, validly existing and in good standing under the laws
of the State of Florida.

(b) LTFS has full power and authority to enter into this Agreement, to perform its obligations
hereunder and consummate the transactions contemplated hereby. The execution, delivery and performance by LTFS of
this Agreement and the consummation by LTFS of the transactions contemplated hereby have been duly authorized by all
necessary corporate action of LTFS, and this Agreement has been duly executed and delivered by LTFS and, assuming
the due authorization, execution and delivery of this Agreement by the other Parties, constitutes the valid and binding
obligation of LTFS, enforceable against LTFS in accordance with its terms, except as limited by applicable bankruptcy,
insolvency, fraudulent transfer, reorganization, moratorium and similar laws affecting the enforcement of creditors’
rights generally or, as to enforceability, by general equitable principles.
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5.2    No Conflicts; Consents.

(a) The execution and delivery of this Agreement by LTFS does not, and the performance of its
obligations hereunder and the consummation of the transactions contemplated hereby will not (i) result in any violation
of the Organizational Documents of LTFS or (ii) breach or violate any Law, Governmental Order or Permit to which
LTFS is a party or by which it or its properties or assets is subject or bound, except in the case of clause (ii) for such
breaches, violations or defaults which would not, individually or in the aggregate, reasonably be expected to prevent,
materially delay or materially impair the ability of LTFS to consummate the transactions contemplated hereby or have a
Material Adverse Effect on LTFS.

(b) Except for required FINRA approvals and except as set forth in Schedule 3.1(g) of the
Disclosure Letter, no Consent of or with any Governmental Entity or third party (in respect of any Contracts to which
LTFS or any of its Affiliates is a party or by which it or any of its Affiliates is bound or to which its or any of its
Affiliates’ assets are subject) is required to be obtained, made or effected by or with respect to LTFS in connection with
the execution and delivery of this Agreement or the performance of its obligations hereunder, except for such Consents
the failure of which to obtain would not, individually or in the aggregate, reasonably be expected to prevent, materially
delay or materially impair the ability of LTFS to consummate the transactions contemplated hereby or have a Material
Adverse Effect on LTFS.

5.3    Litigation. There are no Legal Proceedings pending or, to the knowledge of LTFS, threatened against LTFS,
that question the validity of this Agreement or that would reasonably be expected to prevent, materially delay or
materially impair the ability of LTFS to consummate the transactions contemplated hereby or have a Material Adverse
Effect on LTFS.

5.4    Availability of Funds. LTFS has, as of the date of this Agreement, cash in an aggregate amount sufficient for
LTFS to pay the Short Term Note Amount, when and as due under the terms of the Short Term Notes, and to
consummate the Transaction as contemplated herein.

5.5    Brokers, Finders. LTFS does not have any Liability to pay any brokerage or finder’s commission, fee or
similar compensation in connection with the transactions contemplated by this Agreement.

5.6    SEC Filings. LTFS has timely filed all forms, reports and documents required to be filed by LTFS with the
SEC since the filing of LTFS’s annual report on Form 10-K for the fiscal year ended December 31, 2013 (each such
filing, together with LTFS’s annual report on Form 10-K for the fiscal year ended December 31, 2013, an “SEC
Report”). Each SEC Report, as of its respective filing date and, if subsequently amended, as of the respective filing date of
each subsequent amendment thereto: (a) was prepared in all material respects in accordance with the requirements of the
Securities Act or the Exchange Act, as the case may be, and the rules and regulations of the SEC promulgated thereunder
applicable to such SEC Report; and (b) did not contain any untrue statement of a material fact or omit to state a material
fact required to be stated therein or necessary in order to make the statements therein, in the light of the
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circumstances under which they were made, not misleading. The consolidated financial statements of LTFS and its
subsidiaries included in the SEC Reports (“LTFS Financial Statements”) comply as to form in all material respects with
all applicable accounting requirements and the published rules and regulations of the SEC with respect thereto, and the
LTFS Financial Statements have been prepared from and in accordance with the books and records of LTFS and in
accordance with GAAP applied on a consistent basis during the periods covered, except as may be indicated in the notes
thereto, subject to normal year-end audit adjustments in the case of all financial statements that are interim or unaudited
financial statements, and fairly present the financial condition of LTFS and its subsidiaries as of their respective dates and
the results of operations and cash flows of LTFS and its subsidiaries for the periods covered thereby in accordance with
GAAP in all material respects.

5.7    Regulatory Matters. There are no regulatory proceedings against LTFS or any Subsidiary of LTFS pending
or, to the knowledge of LTFS, threatened by any Governmental Entity, any adverse outcome of which would reasonably
be expected to prevent, materially delay or materially impair the ability of LTFS to consummate the transactions
contemplated hereby or have a Material Adverse Effect on LTFS.

ARTICLE VI
COVENANTS AND AGREEMENTS

6.1    Conduct of the Companies and the SSN Subsidiaries.

(a) From the date hereof through the Closing, except as expressly provided in this Agreement or as
otherwise consented to in writing in advance by LTFS (such consent not to be unreasonably withheld), Sellers shall cause
the Companies and the SSN Subsidiaries to conduct their businesses only in the ordinary course of business consistent
with past practice and Sellers shall cause the Companies and the SSN Subsidiaries to use all commercially reasonable
efforts to (i) preserve intact in all material respects their respective material Assets, current business organizations and
material relationships with employees, registered representatives, investment adviser representatives, agents, independent
contractors, product sponsors, clearing firms, customers, suppliers and other third parties, (ii) make all filings, pay all fees
and take all other actions necessary to operate the Business, (iii) preserve, in all material respects, the goodwill and
relationships with employees, registered representatives, investment adviser representatives, agents, independent
contractors, product sponsors, clearing firms, customers, suppliers and other third parties, (iv) maintain in full force and
effect until the Closing at least substantially the same levels of coverage of errors and omissions and other insurance with
respect to the Assets, operations and activities of the Companies and the SSN Subsidiaries as are in effect as of the date of
this Agreement, (v) comply in all material respects with all Laws applicable to any of the Companies and/or the SSN
Subsidiaries, (vi) in all material respects maintain in full force and effect, and comply with, all of the material Permits,
(vii) maintain their respective books and records in accordance with past practice, (viii) upon the reasonable request of
LTFS, confer with LTFS concerning operational matters and (ix) otherwise report periodically to LTFS, upon the
reasonable request of LTFS, concerning the status of the business, operations and finances of the Companies and the SSN
Subsidiaries.
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(b) From the date hereof through the Closing, except as expressly provided in this Agreement,
described in Schedule 6.1(b) of the Disclosure Letter or consented to in writing in advance by LTFS (such consent not to
be unreasonably withheld), Sellers shall cause the Companies and the SSN Subsidiaries to not:

(i) amend or modify their Organizational Documents or corporate structure, or the terms
of any Equity Securities;

(ii) (A) issue or otherwise encumber any Equity Securities of a Company or any SSN
Subsidiary, (B) declare or pay any dividends or distributions on, or make any other distributions in respect of, any Equity
Securities of a Company or any SSN Subsidiary, except for distributions by the Companies, consistent with past practice,
to their shareholders in respect of estimated income tax payments to be made by such shareholders (and, in the case of
SSN, a corresponding distribution to the participants in the SSN Stock Appreciation Right Plan and the SSN
Supplemental Executive Compensation Plan in accordance with the terms of such plans), or (C) purchase, redeem or
otherwise acquire or dispose of any Equity Securities of a Company or any SSN Subsidiary;

(iii) incur any Indebtedness, make any investment in, or make any loan, advance or capital
contribution to, any Person or make any capital expenditure otherwise than in the ordinary course of business consistent
with past practice or in an aggregate amount in excess of $100,000;

(iv) (A) sell, lease or otherwise dispose of, or extend or exercise any option to sell, lease or
otherwise dispose of, any material Assets or (B) mortgage or pledge any Assets of a Company or any SSN Subsidiary, or
create or suffer to exist any Lien (other than a Permitted Lien) thereupon, in each case other than in the ordinary course of
business consistent with past practice;

(v) fail to maintain its books and records in accordance with GAAP or make any material
change in any method of accounting or Tax, pension or accounting practice, policy, principle or procedure, except as
required by any changes in GAAP or applicable Law;

(vi) amend any Tax Return, file any claim for a refund, change any method of Tax
accounting, make or change any election or settle or compromise any liability with respect to Taxes that could reasonably
be expected to result in an increase in Tax liability of LTFS or a Company or any SSN Subsidiary after the Closing Date;

(vii) pay, discharge, cancel or satisfy (a) Taxes or (b) any claims or Liabilities, other than
the payment, discharge or satisfaction when due or otherwise in the ordinary course of business consistent with past
practice;

(viii) cancel, amend or waive any claims or rights of substantial value;
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(ix) commence, compromise or settle, or take any material action with respect to, any
Legal Proceedings;

(x) except as may be required under the terms of the Benefit Plans or by Law (1) adopt,
amend or terminate any Benefit Plan (other than any termination of a Benefit Plan in connection with the Transaction);
(2) take any action to accelerate the vesting or payment, or fund or in any other way secure the payment, of compensation
or benefits under a Benefit Plan, to the extent not already provided in such Benefit Plan; (3) change the manner in which
contributions to any Benefit Plan are made or the basis on which such contributions are determined, except as may be
required by GAAP; (4) forgive any loans to directors, officers or Employees of a Company or any SSN Subsidiary or any
Seller; or (5) forgive any loans to any registered representatives other than in the ordinary course of business consistent
with past practice;

(xi) grant, pay or provide to any director, officer, registered representative or Employee of
a Company or any SSN Subsidiary any severance or termination payments or benefits or any increase in or enhancement
to wages, commissions, bonus, severance, profit sharing, retirement, deferred compensation, insurance or other
compensation or benefits; or

(xii) take, offer, propose or authorize any of, or commit or agree to take any of, the
foregoing.

6.2    Filings; Other Actions.

(a) Each of LTFS and Sellers shall, and Sellers shall cause the Companies and the SSN
Subsidiaries to, cooperate with each other and use commercially reasonable best efforts to take or cause to be taken all
actions, and do or cause to be done all things, necessary, proper or advisable on its part under this Agreement and
applicable Law to consummate the transactions contemplated by this Agreement as soon as practicable, including
preparing and submitting as promptly as practicable all documentation to effect all necessary notices, reports, submissions
and other filings and to obtain as promptly as practicable all Consents and Permits necessary or advisable to be obtained
from any third party or any Governmental Entity in order to consummate the transactions contemplated by this
Agreement, including any required Consents.

(b) Sellers shall promptly cause SSN to file with FINRA all applications and documentation as is
necessary for compliance with FINRA Rule 1017 and for FINRA’s consideration of the approval of the change of control
of SSN and the SSN Subsidiaries that will result from the Transaction and shall make all commercially reasonable best
efforts to promptly respond to all inquiries and requests for additional information made by FINRA. LTFS shall use all
commercially reasonable best efforts to cooperate promptly with SSN in the production of any information related to
LTFS required by the foregoing process.
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(c) Promptly after the date of this Agreement, Sellers shall cause SSN Advisory to deliver to all
clients who are parties to an Advisory Contract a notification of change of ownership letter substantially in the form set
forth in Schedule 6.2(c) of the Disclosure Letter.

6.3    Access and Information.

(a) Subject to applicable Laws relating to the exchange of information, prior to the Closing, Sellers
shall provide and shall use commercially reasonable efforts to cause the Companies to provide to LTFS and its
representatives after the date of this Agreement any information and documents reasonably requested by LTFS primarily
relating to the Companies and the SSN Subsidiaries and their respective businesses, operations, affairs, properties, books
and records and shall use commercially reasonable efforts to provide LTFS and its representatives with reasonable access
to personnel from Coulter & Justus, P.C. directly involved in the audit of the 2013 Audited Financial Statements (it being
understood that all such access shall be coordinated through the Companies).

(b) To the extent permissible under applicable Law, from the Closing until the fourth anniversary
of the Closing, LTFS will afford to Sellers and their agents reasonable access at reasonable times to the books, records
and auditors of the Companies and the SSN Subsidiaries to the extent reasonably required by Sellers for financial
reporting and accounting matters and the preparation and filing of any Tax Returns for any period ending on or before
the Closing Date or any taxable period beginning on or before the Closing Date; provided that any such access by Sellers
may not unreasonably interfere with the conduct of the business of the Companies, any SSN Subsidiary or LTFS. From
and after the Closing, Sellers shall (i) hold all information relating to the Companies and the SSN Subsidiaries or the
Business possessed by or subject to the control of Sellers (including all information provided or obtained pursuant to the
immediately preceding sentence) in strict confidence and use of such information by Sellers and its representatives in the
same manner and to the same degree as it restricts disclosure of its own confidential information and such restrictions are
to remain in effect after the Closing without any time limitation and (ii) not use any such information to the detriment of
the Business.

6.4    No Solicitation; Acquisition Proposals. Between the date hereof and the Closing (or earlier termination of
this Agreement pursuant to ARTICLE IX), each of Sellers and the Companies shall not, and shall cause the Companies’
and the SSN Subsidiaries’ respective Affiliates, directors, employees, agents and representatives (including any
investment banker, financial advisor, attorney or accountant retained by Sellers, a Company or any SSN Subsidiary) to
not, directly or indirectly, initiate, solicit or knowingly encourage any Acquisition Proposal, or furnish any information
to any other Person with respect to, or agree to, any Acquisition Proposal. Between the date hereof and the Closing (or
earlier termination of this Agreement pursuant to Article IX), each Seller other than those listed in the preceding sentence
shall not, and shall cause such Seller's Affiliates and their respective directors, employees, agents and representatives
(including any investment banker, financial advisor, attorney or accountant retained by such Seller) to not, directly or
indirectly, initiate, solicit or knowingly encourage any Acquisition Proposal, or furnish any information to any other
Person with respect to, or agree to, any Acquisition Proposal. Each Seller shall promptly notify LTFS after receipt of any
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Acquisition Proposal or any request for information relating to a Company or any SSN Subsidiary by any Person who
has informed such Seller that such Person is considering making, or has made, an Acquisition Proposal (which notice
shall identify the Person making, or considering making, such Acquisition Proposal and shall set forth the material terms
of any Acquisition Proposal received), and each Seller shall keep LTFS informed in reasonable detail of the terms, status
and other pertinent details of any such Acquisition Proposal or request.

6.5    Publicity. Sellers, on the one hand, and LTFS, on the other hand, shall, and the Representatives shall cause
the Companies and the SSN Subsidiaries to, consult with each other prior to issuing the initial press releases regarding the
transactions contemplated by this Agreement and any other press releases or otherwise making public announcements
with respect to the transactions contemplated by this Agreement, except as may be required by Law or by obligations
pursuant to any listing agreement with, or rules of, any applicable securities exchange.

6.6    Non-Competition; Non-Solicitation.

(a) The Trust (including for purposes of this Section 6.6, the trustee of the Trust and any successor
trustee who is a family member of the trustee of the Trust) agrees that for a period commencing as of the date hereof and
ending on the fifth (5th) anniversary of the Closing Date and each of Wade Wilkinson, Ronald Klimas and Jayaprakash
Patel agree that for a period commencing as of the date hereof and ending on the third (3rd) anniversary of the Closing
Date, such Seller shall not, without the prior written consent of LTFS, directly or indirectly through another Person:

(i) engage in a Competitive Business (as defined below), including but not limited to, as an
officer, employee, director, agent, consultant, contractor, shareholder, member or partner, in the Geographical Areas (as
defined below); provided, however, that notwithstanding the foregoing, such Seller shall be permitted to own less than
five (5%) percent of the stock of any publicly traded firm or corporation and same shall not be deemed, in and of itself, a
breach of this Section 6.6;

(ii) hire, recruit, attempt to hire, solicit or assist others in recruiting or hiring any Person
who is an executive, manager, employee, client, customer, consultant or registered representative (including any known
prospective registered representative) of a Company or any SSN Subsidiary, LTFS or any Affiliate of LTFS (each, a
“Restricted Person”) or induce or attempt to induce any such Restricted Person to terminate, cancel or withdraw his
employment or business relationship with, or the provision of his services to, a Company, any SSN Subsidiary, LTFS or
an Affiliate of LTFS or to take employment with, or utilize the services of, another party other than a Company, an SSN
Subsidiary, LTFS or an Affiliate of LTFS. The previous sentence shall not preclude general solicitations in newspapers
or similar mass media not targeted toward Restricted Persons; or

(iii) register with any broker-dealer or affiliate himself with any registered investment
adviser other than a Company, an SSN Subsidiary or an Affiliate of LTFS.
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(b) “Competitive Business” means owning, managing, operating, selling or controlling, or
participating in the ownership, management, operation, sale or control of (i) any securities brokerage business (including
the sale of variable annuity products), (ii) any investment advisory business, (iii) any business providing asset
management services or (iv) any business marketing life insurance.

(c) “Geographical Areas” means the territorial United States. Each Seller agrees and acknowledges
that the Companies and/or the SSN Subsidiaries and Subsidiaries of LTFS conduct business in all 50 U.S. states.

(d) Each Seller agrees and acknowledges that (i) the scope and period of restrictions in this Section
6.6 and the geographic area to which the restrictions apply are fair and reasonable and are reasonably required for the
protection of LTFS and its Affiliates, (ii) this Section 6.6 accurately describes the business to which restrictions are
intended to apply and (iii) the obligations and restrictions contained in this Section 6.6 are an integral part of the
consideration motivating LTFS to enter into this Agreement and to complete the Transaction and that LTFS would not
consummate the transactions contemplated by this Agreement without same. It is the intent of the Parties that the
provisions of this Section 6.6 will be enforced to the fullest extent permissible under applicable law. If any particular
provision or portion of this Section 6.6 is adjudicated to be invalid or unenforceable, Section 6.6 will be deemed amended
to revise that provision or portion to the minimum extent necessary to render it enforceable. Such amendment will apply
only with respect to the operation of this subsection (d) in the particular jurisdiction in which such adjudication was
made.

(e) Each Seller recognizes that the obligations imposed on it in this ARTICLE VI are special,
unique, and of extraordinary character, and that in the event of breach by any of them, damages will be an insufficient
remedy; consequently, it is agreed that LTFS may have specific performance (in addition to damages) as a remedy for the
enforcement hereof, without proving damages. The Trust hereby waives any requirement to post bond or other security in
connection with actions instituted for injunctive relief, specific performance or other equitable remedies.

6.7    Termination of Certain Agreements and Release of Obligations.

(a) Immediately prior to the Closing, (i) the Sellers will contribute to the capital of SSN by wire
transfer of immediately available funds, an amount equal to the aggregate obligations under the SSN Stock Appreciation
Right Plan and the SSN Supplemental Executive Compensation Plan and certain bonuses to be paid to certain of such
participants and (ii) SSN will thereupon deliver to each of the respective participants of the SSN Stock Appreciation
Right Plan and the SSN Supplemental Executive Compensation Plan by wire transfer of immediately available funds, the
amounts specified in clause (i) which shall be set forth in a written notice to be delivered by the Sellers to LTFS no less
than five (5) business days prior to the Closing Date. Such payments shall be made solely out of the funds contributed
pursuant to this Section 6.7(a) without any other payment by the Companies or the SSN Subsidiaries, notwithstanding
any

42



reserves therefor reflected on the Companies’ consolidated financial statements (and such reserves shall be deemed to be
released and the amount thereof included in calculating Aggregate Net Worth). At the Closing, the Sellers shall cause
each Person that is a party to the Company Agreements to execute and deliver to LTFS, for the benefit of the Companies
and the SSN Subsidiaries, termination agreements in form and substance reasonably satisfactory to LTFS terminating
each of the foregoing, and acknowledging payment in full under the SSN Stock Appreciation Right Plan and the SSN
Supplemental Executive Compensation Plan, as of the Closing Date (collectively, the “Terminations”).

(b) At the Closing, each Seller shall, as to himself or itself, execute and deliver to LTFS, for the
benefit of the Companies and the SSN Subsidiaries, a general release and discharge, in form and substance reasonably
satisfactory to LTFS and the Representatives, releasing and discharging the Companies and the SSN Subsidiaries from
any and all Liabilities to each Seller existing on or prior to the Closing (or which could arise after Closing from events
transpiring or circumstances existing prior to Closing), including, but not limited to (i) any and all such obligations under
the Company Agreements, (ii) those obligations of the Companies to such Seller, if any, set forth in Schedule 6.7(b) of
the Disclosure Letter and (iii) any and all claims or causes of action that any such Person has against a Company, any SSN
Subsidiary and their respective, officers, directors and employees, arising out of, relating to, or otherwise in connection
with (A) the Companies or the SSN Subsidiaries or (B) the Company Shares and any rights associated therewith (the
“Releases”), except that the Release shall not release (x) any right to be indemnified by the Companies or SSN
Subsidiaries (as the case may be) against, any claim asserted against such Seller, to the extent such Seller would, but for
this Agreement, be entitled to such indemnification in respect such claim, other than to the extent such Seller is obligated
under Article VIII hereof to indemnify LTFS Indemnified Parties in respect of such claim or (y) any rights of such Seller
under the Transaction Documents.

6.8    Monthly Financial Information. Between the period commencing on the date hereof and ending on the
earlier of the Closing Date or the date on which this Agreement is terminated, Sellers shall make available to LTFS as
soon as practicable following the filing thereof, the FOCUS Reports filed during such period with respect to the
Companies and/or the SSN Subsidiaries. The financial statements filed as part of such FOCUS Reports and such other
financial statements shall be prepared in conformity with GAAP applied on a consistent basis throughout the periods
covered thereby and present fairly the financial position of the Companies and the SSN Subsidiaries at the respective
dates thereof and their results of operations for the periods covered thereby, except, in each case, (a) to the extent notes to
such Financial Statements or statements of stockholder’s equity and/or cash flows would be required for such conformity
to GAAP, would disclose deviations from GAAP or would reflect matters that would impact such financial position or
results of operations, and (b) that such Financial Statements are subject to normal adjustments that, if made as a result of
an audit, would not have a Material Adverse Effect on the Companies.

6.9    Code §338(h)(10) Election. Subject in all events to Section 6.9(d) below, the Parties agree as follows:
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(a) Upon the written request (the “338(h)(10) Election Request”) by LTFS given to the
Representatives at least ninety (90) days prior to the earlier to occur of the due date for filing of the 338(h)(10) Election
(defined below) and the extended due date (including an automatic extension period) for filing of the Short Year Return
(the earlier to occur of the foregoing filing deadlines is hereinafter referred to as the “Filing Deadline”), each Seller shall
join with LTFS and the Companies in making an election under Code §338(h)(10) (and any corresponding election under
state, local, and foreign Tax law) with respect to the purchase and sale of the Companies' stock hereunder (collectively, a
“338(h)(10) Election”). LTFS shall be responsible for the preparation and filing of the 338(h)(10) Election forms. The
Sellers shall include any income, gain, loss, deduction, or other tax item resulting from the 338(h)(10) Election on their
Tax returns to the extent required by applicable Law.

(b) If LTFS, the Companies and Sellers make the 338(h)(10) Election, LTFS and Sellers agree
that the Transaction Consideration (plus other relevant items) will be allocated to the assets of the Companies for Tax
purposes in a manner consistent with Code §§338 and 1060 and the regulations thereunder and the 338(h)(10) Allocation
Schedule set forth on Annex C hereto. LTFS and the Sellers shall file all Tax Returns (including amended returns and
claims for refund) and information reports in a manner consistent with such allocations.

(c) If LTFS, the Companies and Sellers make the 338(h)(10) Election, LTFS shall reimburse and
pay to Sellers, in the time and manner provided below in Section 6.9(e), any additional Tax liability imposed upon any
Company, any SSN Subsidiary or any Seller pursuant to the Code, and any similar Tax (including, but not limited to, the
Tennessee state franchise and excise Tax or any other state income Tax or Transfer Tax) that may be imposed in lieu
thereof or in addition thereto in connection with the 338(h)(10) Election by LTFS, the Companies and the Sellers, in
excess of the Tax obligation that would have been imposed on the Companies, the SSN Subsidiaries and the Sellers had
the 338(h)(10) Election not been made and the Sellers had been taxed solely on the sale of the Company Shares with
respect to the Companies (the “338(h)(10) Adjustment”). For the avoidance of doubt, it is the intent of the parties that
after application of the 338(h)(10) Adjustment, Sellers will have received the same after-Tax proceeds from the
transactions contemplated hereunder that Sellers would have received had the 338(h)(10) Election not been made and the
Sellers had been taxed solely on the sale of the Company Shares with respect to the Companies.

(d) To the extent a 338(h)(10) Adjustment constitutes income to the Companies, any SSN
Subsidiary and/or the Sellers subject to additional federal, state or local income and/or employment or other Taxes, the
338(h)(10) Adjustment shall be increased to and include the amount computed under the Gross-Up Formula, as defined
and provided below (each, as increased, a “Grossed-Up 338(h)(10) Adjustment”; collectively, the “Grossed-Up
338(h)(10) Adjustments”). Each Grossed-Up 338(h)(10) Adjustment shall be in the amount computed under the
following formula (the “Gross-Up Formula”): Divide the gross taxable amount of each 338(h)(10) Adjustment to a
Seller (or a Company or SSN Subsidiary) by a number equal to one minus the highest combined marginal U.S. federal
income tax rate plus any other applicable tax rates (e.g., FICA, Medicare and employment (self and otherwise) tax rates)
payable by the applicable party as a result of the 338(h)(10) Adjustment or such other combined
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Tax rates that are similar to or replace such combined Tax rates applicable to such party that are in effect at the time each
such 338(h)(10) Adjustment is made. Notwithstanding anything to the contrary in the Gross-Up Formula above, the
Parties agree that (i) an adjustment for any overpayment of FICA, Medicare and employment (self and otherwise) Taxes
shall be made to a Grossed-Up 338(h)(10) Adjustment to take into account the extent (if any) to which all or a portion of
either Seller's FICA, Medicare and employment (self and otherwise) Taxes has been previously paid by such Seller in
order to avoid any double payment thereof and (ii) if a 338(h)(10) Adjustment is taxable, in whole or in part, at the long-
term capital gains rate (excluding any FICA, Medicare or employment Taxes) that is in effect at the applicable time rather
than at the highest combined marginal U.S. federal income tax rate, then the Gross-Up Formula shall be adjusted to
provide that such long-term capital gains rate shall be used for all or such portion of the 338(h)(10) Adjustment that is
taxable at such long-term capital gains rate. For example, if a $100.00 338(h)(10) Adjustment is subject to the Gross-Up
Formula and it is taxable at the ordinary income tax rate, and the highest combined marginal tax rate applicable to such
Seller at such time (including federal income tax rates and all other applicable tax rates (e.g., FICA, Medicare and
employment (self and otherwise) tax rates)) is 40%, the 338(h)(10) Adjustment shall be increased under the Gross-Up
Formula to, and the Grossed-Up 338(h)(10) Adjustment shall be, $166.67. Alternatively, if a $100.00 338(h)(10)
Adjustment is subject to the Gross-Up Formula and it is taxable at the long-term capital gains rate, and the long-term
capital gains rate applicable to such Seller at such time (excluding any FICA, Medicare or employment Taxes) is 15%, the
338(h)(10) Adjustment shall be increased under the Gross-Up Formula to, and the Grossed-Up 338(h)(10) Adjustment
shall be, $117.65. In addition, any interest or penalties imposed against a Seller by any federal, state or local taxing
authority as a result of any increase in the Tax liability owed by such Seller due to a change in the allocation of the
Transaction Consideration amongst the assets of the Companies deemed to be purchased shall be paid or reimbursed by
LTFS and increased by the Gross-Up Formula (the “Grossed-Up Penalties and Interest Payment”) in the time and manner
provided below in Section 6.9(e) or, if later, when imposed.

(e) Within thirty (30) days after the receipt by the Representatives of the 338(h)(10) Election
Request, Sellers shall calculate the amount of the 338(h)(10) Adjustment and the Grossed-Up 338(h)(10) Adjustment
(such calculated amount shall be collectively the “Calculated 338(h)(10) Adjustments”), if any, for each such Seller and
each Company and SSN Subsidiary pursuant to Section 6.9(d) above and provide such calculation to LTFS for LTFS's
review. LTFS shall have the right to review such calculation of the Calculated 338(h)(10) Adjustments for each such
party and object to it to the extent LTFS disagrees with the Calculated 338(h)(10) Adjustments as a result of such
payments being inconsistent with the provisions of Section 6.9(d) above. If LTFS does not object to the Calculated
338(h)(10) Adjustments by written notice delivered to the Representatives within fifteen (15) days after receipt of such
calculation, LTFS shall be deemed to have agreed to the Calculated 338(h)(10) Adjustments. If LTFS timely objects to
the Calculated 338(h)(10) Adjustments by written notice delivered to the Representatives within fifteen (15) days after
receipt of such calculation, the Parties shall immediately attempt in good faith to resolve such dispute. If LTFS and
Sellers cannot agree upon the amount of the Calculated 338(h)(10) Adjustments within ten (10) days after
commencement of negotiations with respect thereto, such dispute shall be submitted to the Independent Accounting Firm
for
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final and binding determination. Upon the final determination with respect to the Calculated 338(h)(10) Adjustments,
whether by agreement (or deemed agreement) of the Parties or determination by the Independent Accounting Firm, such
determination shall be final, binding and non-appealable and, as directed by such determination, LTFS shall pay to the
Sellers (or their designees) any and all amounts owed thereto within the earlier to occur of five (5) business days
thereafter, or five (5) business days prior to the Filing Deadline. LTFS will pay the Grossed-Up Penalties and Interest
Payment to the Sellers no less than five (5) business days prior to the date that the amount is payable to the appropriate
taxing authorities after final determination of any penalties or interest has been made.

(f) Notwithstanding anything hereinabove specified to the contrary, it is specifically understood
and agreed that Sellers shall not be considered to have agreed hereunder to the making of the 338(h)(10) Election, nor
shall they join in making such election, nor in any event shall LTFS or any of the Companies file or make the 338(h)(10)
Election, until LTFS shall have paid in full to the Sellers the Calculated 338(h)(10) Adjustments, as finally determined
pursuant to the preceding sub-section. Concurrent with the payment of any Calculated 338(h)(10) Adjustments (or
promptly upon the request of LTFS if no such payment is due), the Sellers shall execute and deliver such Tax documents
and instruments reasonably necessary to effectuate the 338(h)(10) Election.

6.10    Tax Matters.

(a) The Representatives will file, or cause to be filed, timely Tax Returns for the Companies and
the SSN Subsidiaries for the Tax Period ending on or immediately before the Closing Date (each a “Short Year Return”)
and all other Tax Returns required to be filed (taking into account all duly obtained extensions) on or before the Closing
Date. Such Tax Returns shall be prepared and filed in a manner which is consistent with past practice and no position shall
be taken and no election shall be made or method adopted that is inconsistent with positions taken, elections made or
methods used in preparing and filing similar Tax Returns in prior Tax Periods (including, but not limited to, positions
that would have the effect of deferring income to Tax Periods after the Closing Date or accelerating deductions to Tax
Periods ending on or prior to the Closing Date), except as may be required by applicable Tax Law. LTFS will file, or
cause to be filed, timely Tax Returns for the Companies and the SSN Subsidiaries for Tax Periods beginning on or after
the Closing Date and all other Tax Returns required to be filed (taking into account all duly obtained extensions) after the
Closing Date. Such Tax Returns filed by LTFS with respect to which Sellers may have an indemnification obligation
hereunder shall be prepared and filed in a manner which is consistent with past practice and no position shall be taken and
no election shall be made or method adopted that is inconsistent with positions taken, elections made or methods used in
preparing and filing similar Tax Returns in prior Tax Periods, except as may be required by applicable Tax Law. Sellers
and LTFS agree to provide the other party with such information as is necessary or appropriate to permit such other party
to fulfill its Tax filing requirements.

(b) Except for any Excluded Taxes and subject to Section 8.2(d), Sellers shall be liable for and
shall indemnify and hold LTFS harmless from any and all Taxes imposed on the Companies or the SSN Subsidiaries for
any Tax Period that ends on or before the Closing Date
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and, with respect to any Tax Period that ends after the Closing Date, the portion of such Tax Period ending on and
including the Closing Date (“Pre-Closing Taxes”). LTFS shall pay or cause to be paid to Sellers any refunds of Taxes
attributable to any Pre-Closing Taxes that are received by LTFS, the Companies or the SSN Subsidiaries after the
Closing Date, net of any costs attributable to the receipt of such refund, within thirty (30) days after the receipt of such
refund.

(c) Where the Pre-Closing Taxes involve a Tax Period which begins before and ends after the
Closing Date, such Pre-Closing Taxes shall be calculated as though the taxable year of the Companies and the SSN
Subsidiaries terminated as of the close of business on the Closing Date; provided, however, that in the case of a Tax not
based on income, receipts, proceeds, profits or similar items, Pre-Closing Taxes shall be equal to the amount of Tax for
the Tax Period multiplied by a fraction, the numerator of which shall be the number of days from the beginning of the
Tax Period through the Closing Date and the denominator of which shall be the number of days in the Tax Period. Sellers
shall pay to LTFS an amount equal to the Pre-Closing Taxes due with any Tax Returns filed by LTFS pursuant to Section
6.10(a) at least ten (10) days before LTFS is required to cause to be paid the related Tax liability.

(d) All transfer, documentary, sales, use, stamp, registration and other such Taxes (excluding
income taxes) and fees (including any penalties and interest) incurred in connection with this Agreement (“Transfer
Taxes”), and any expenses associated with filing the applicable Tax Returns, shall be borne 50% by LTFS and 50% by
Sellers, and the party required by Law to file the applicable Transfer Tax Returns shall file all such Tax Returns and other
documentation with respect to all such transfer, documentary, sales, use, stamp, registration and other Taxes and fees, and,
if required by applicable Law, the other party shall join in the execution of any such Tax Returns and documentation;
provided, however, that LTFS shall have the sole responsibility to bear any additional Transfer Taxes incurred as a result
of the making of the 338(h)(10) Election.

(e) Sellers shall indemnify LTFS, the Companies and the SSN Subsidiaries from and against (i)
any Pre-Closing Taxes and all losses, claims, liabilities, costs and expenses (including without limitation reasonable
expenses of investigation and reasonable attorneys’ fees and disbursements) (“Losses”) relating to such Taxes, including
as a transferee or successor or by contract and (ii) any Losses attributable to the breach of any representation or warranty
contained in Section 3.5 or any covenant in this Section 6.10 with respect to any Pre-Closing Tax Period.
Notwithstanding anything in this Agreement to the contrary, the representations set forth in Section 3.5 may be relied on
only for purposes of liability for Pre-Closing Tax Periods, and are not a guarantee of any Tax positions taken or to be
taken after the Closing Date.

(f) Any Tax sharing or Tax allocation agreement or arrangement between Sellers, on the one hand,
and a Company or any SSN Subsidiary, on the other hand, is hereby terminated effective as of the Closing and shall have
no further effect for any Tax year.

(g) Neither LTFS nor any Affiliate of LTFS (including after the Closing, any Company or SSN
Subsidiary) shall amend or cause any Company or SSN Subsidiary to amend any Tax Return of any Company or SSN
Subsidiary for any Pre-Closing Tax Period without the
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prior written consent of the Representatives. Without the prior written consent of the Representative, neither LTFS nor
any Affiliate of LTFS shall (or shall cause either Company or any of the SSN Subsidiaries to) seek any Tax audit or
similar review of or relating to any Company or SSN Subsidiary or initiate any correspondence or other communication
with any taxing authority relating to any Pre-Closing Tax Period of any Company or SSN Subsidiary.

(h) If any Governmental Entity issues to any Company or any SSN Subsidiaries a written notice of
its intent to conduct an audit, inquiry or other proceeding relating to any Tax claim or deficiency (a “Tax Proceeding”), in
each case for any Pre-Closing Taxes or with respect to any Tax for which Sellers could reasonably be expected to be
responsible by reason of the indemnity provisions of this Agreement or otherwise, LTFS shall promptly (and in all events
within ten (10) days of receipt) notify the Representatives of its receipt of such communication from the Governmental
Entity.

(i) The Representatives shall have the exclusive right to represent the interests of the Company and
its Subsidiaries in any and all Tax Proceedings relating to Pre-Closing Taxes to the extent that such Tax Proceeding (i)
involves any income Tax Returns of the Companies or SSN Subsidiaries; (ii) may affect the Tax liability of (or the
amount of any Tax refund, credit or offset of) the Sellers for any Pre-Closing Tax Period or (iii) could reasonably be
expected to give rise to a Seller indemnification obligation under this Agreement (all such Tax Proceedings, “Seller Tax
Proceedings”). The Representatives and LTFS shall jointly agree on the conduct of any Tax Proceedings relating to any
Straddle Period Tax Return to the extent that the Sellers may have an indemnification obligation with respect to such
Straddle Period Tax Return under this Agreement.

(j) In the event that, after the Closing, the Representatives control a Seller Tax Proceeding, then (i)
the Representatives shall control such contest diligently and in good faith; (ii) the Representatives shall keep LTFS
reasonably informed regarding the status of such Seller Tax Proceeding and shall provide to LTFS copies of any and all
correspondence received from the Taxing Authority related to such Seller Tax Proceeding; (iii) LTFS, at its sole cost and
expense, shall have the right to participate, or cause the Companies or SSN Subsidiaries, to participate in such Tax
Proceeding and in connection therewith, the Representatives shall provide LTFS with the opportunity to attend
conferences with the Taxing Authority and to review and provide comments with respect to written responses provided to
the Taxing Authority; and (iv) the Representatives shall not settle, resolve, compromise or abandon (and shall not allow
the Companies or SSN Subsidiaries to settle, resolve, or abandon) such Tax Proceeding without the prior written
permission of LTFS (which shall not be unreasonably withheld, conditioned or delayed).

6.11    Lease Amendment. On the Closing Date, SSN will enter into an amendment of the lease agreement, dated
March 1, 2010, between Cogdill Capital, LLC and SSN, in the form of Exhibit F hereto (“Lease Amendment”).

6.12    Disclosure of Certain Matters. Each of Sellers, the Companies and LTFS will provide the others with
prompt written notice of any event, development or condition that (a)
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would cause any of such Party’s representations and warranties to become untrue or misleading or which may affect its
ability to consummate the transactions contemplated by this Agreement, (b) had it existed or been known on the date
hereof would have been required to be disclosed under this Agreement, (c) gives such Party any reason to believe that any
of the conditions set forth in ARTICLE VII will not be satisfied or (d) is of a nature that would be reasonably likely to
have a Material Adverse Effect on the Companies or LTFS, as the case may be. Seller and the Companies shall have the
obligation to amend or supplement the Disclosure Letter being delivered concurrently with the execution of this
Agreement with respect to any matter hereafter arising or discovered which, if existing or known at the date of this
Agreement, would have been required to be set forth or described in the Disclosure Letter. Notwithstanding any such
amendment or supplementation, for purposes of Sections 7.2(a), 7.3(a), 9.1(c) and 9.1(d), the representations and
warranties of the Companies and Sellers shall be made with reference to the Disclosure Letter as it existed at the time of
execution of this Agreement, subject to changes expressly contemplated by this Agreement or which are set forth in the
Disclosure Letter as they exist on the date of this Agreement; provided, however, if the disclosure or modification of the
Disclosure Letter would entitle LTFS to terminate this Agreement pursuant to Article IX hereof, then unless LTFS
exercises such termination right within thirty (30) days following receipt of such notice, the remedy of termination shall
be deemed to have been waived with respect to such disclosure or modification; and provided further, however, that such
waiver shall in no way impair any other remedy LTFS may have with respect to such disclosure or modification.

6.13    Confidentiality. Each Party agrees to maintain in confidence any non-public information received from the
other party, including non-public information provided pursuant to Section 2.3(d), and to use such non-public
information only for purposes of consummating the transactions contemplated by this Agreement. Without limiting the
generality of the prior sentence, the trustee of the Trust may disclose such information regarding the transactions
contemplated herein to the beneficiaries of the Trust as he, in his fiduciary judgment, determines appropriate to inform
them of the matters contemplated herein. Such confidentiality obligations will not apply to (i) information which was
known to one Party or their respective agents prior to receipt from the other party; (ii) information which is or becomes
generally known; (iii) information acquired by a Party or their respective agents from a third party who was not bound to
an obligation of confidentiality; (iv) disclosure required by law, regulation or stock exchange rule; or (v) disclosure
consented to by the other Party. If reasonably practicable and legally permitted, notice shall be given by a Party prior to
any disclosure pursuant to clause (iv) above so that the Party whose information is being disclosed may, at its sole cost
and expense, seek a protective order or other appropriate remedy, except that, no notice shall be required for any
disclosure required pursuant to the Exchange Act or the Securities Act or, to a self-regulatory organization, federal or
state regulatory agency or governmental agency in the course of such authority’s routine examinations or inspections. In
the event this Agreement is terminated as provided in ARTICLE IX, each Party will destroy or return or cause to be
destroyed or returned to the other all documents and other material obtained from the other in connection with the
transactions contemplated by this Agreement.
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ARTICLE VII
CONDITIONS TO CLOSING

7.1    Conditions to the Obligations of Sellers and LTFS. The obligations of Sellers and LTFS to effect the
transactions contemplated by this Agreement shall be subject to the fulfillment or waiver by Sellers and LTFS on or prior
to the Closing Date of each of the following conditions:

(a) All required approvals by FINRA, Governmental Entities and other regulatory authorities shall
have been obtained.

(b) No Governmental Order shall have been entered and shall remain in effect, and no Law shall
have been enacted, entered, enforced or promulgated by any Governmental Entity and be in effect, which in either case
would restrain, enjoin or otherwise prevent the performance of this Agreement or the consummation of any of the
transactions contemplated hereby in accordance with the terms of this Agreement. No investigation, review or Legal
Proceeding by any Governmental Entity with respect to LTFS, a Company or any SSN Subsidiary shall be pending or, to
the knowledge of LTFS or Sellers, respectively, threatened, nor shall have any Governmental Entity indicated an
intention to conduct the same.

7.2    Conditions to the Obligation of LTFS. The obligation of LTFS to effect the transactions contemplated by
this Agreement shall be subject to the satisfaction or waiver by LTFS on or prior to the Closing Date of each of the
following conditions:

(a) Each of the representations and warranties contained in ARTICLE III and ARTICLE IV that is
qualified as to materiality or Material Adverse Effect shall be true and correct, and the representations and warranties that
are not so qualified shall be true and correct in all material respects, in each case, at the time made and as of the Closing
Date as if made at and as of such time, except to the extent that such representation or warranty is made as of a specified
date, in which case such representation or warranty shall be true as of the specified date.

(b) The Management Employment Agreements shall be in full force and effect as of, and subject to
the occurrence of the Closing on, the Closing Date.

(c) Sellers shall have duly performed and complied in all material respects with all covenants and
agreements contained in this Agreement that are required to be performed or complied with by them together or
individually at or before the Closing and shall have delivered or caused the delivery of the items prescribed by Section
2.2(c) hereof.

(d) Each of the Companies shall have delivered to LTFS a certificate, dated the Closing Date and
signed by an officer of such Company, as to the fulfillment of the conditions set forth in Section 7.2(a) and Section 7.2(c).
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(e) The Lease Amendment shall be in full force and effect as of, and subject to the occurrence of
the Closing on, the Closing Date.

(f) Since the date of this Agreement, there shall not have occurred any change, event, circumstance
or development that has had, or could reasonably be expected to have or result in, a Material Adverse Effect on the
Companies.

7.3    Conditions to the Obligation of Sellers and the Companies. The obligation of Sellers and the Companies to
effect the transactions contemplated by this Agreement shall be subject to the satisfaction or waiver by the Companies and
Sellers on or prior to the Closing Date of each of the following conditions:

(a) Each of the representations and warranties contained in ARTICLE V that is qualified as to
materiality or Material Adverse Effect shall be true and correct, and the representations and warranties that are not so
qualified shall be true and correct in all material respects, in each case, at the time made and as of the Closing Date as if
made at and as of such time, except to the extent that such representation or warranty is made as of a specified date, in
which case such representation or warranty shall be true as of the specified date.

(b) LTFS shall have duly performed and complied in all material respects with all covenants and
agreements contained in this Agreement that are required to be performed or complied with by LTFS at or before the
Closing and shall have delivered or caused the delivery of the items prescribed by Section 2.2(b) hereof.

(c) LTFS shall have delivered to Sellers a certificate, dated the Closing Date and signed by an
officer of LTFS, as to the fulfillment of the conditions set forth in Section 7.3(a) and Section 7.3(b).

(d) Since the date of this Agreement, there shall not have occurred any change, event, circumstance
or development that has had, or could reasonably be expected to have, a Material Adverse Effect on LTFS.

ARTICLE VIII
INDEMNIFICATION

8.1    Survival.

(a) The representations and warranties in this Agreement shall survive the Closing as follows:

(i) the representations and warranties in Sections 3.1, 3.15, 4.1, 4.5, 4.6, 5.1 and 5.5 shall
survive the Closing indefinitely;

(ii) the representations and warranties in Section 3.5 shall survive the Closing and will not
terminate until the date that is thirty (30) days after the earlier of (A) six (6)
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years after the Closing Date or (B) the expiration of the applicable statute of limitations to the matters covered thereby;
and

(iii) all other representations and warranties in this Agreement shall survive the Closing
and will not terminate until the later of (A) March 31, 2016 and (B) the date that is fifteen (15) months following the
Closing Date.

(b) The covenants and agreements of the Parties contained in this Agreement shall survive the
Closing indefinitely or until they expire by their applicable terms.

(c) No claim for indemnification, reimbursement or any other remedy pursuant to Section 8.2 may
be brought with respect to breaches of representations or warranties contained herein after the applicable expiration date
set forth in Section 8.1(a); provided, however, that if, prior to such applicable date, LTFS shall have notified the
Representatives or the Representatives shall have notified LTFS in writing of a claim for indemnification under this
ARTICLE VIII (whether or not formal legal action shall have been commenced based upon such claim), such claim shall
continue to be subject to indemnification in accordance with this ARTICLE VIII notwithstanding such expiration date.

8.2    Indemnification of LTFS by Sellers.

(a) Subject to the limitations set forth in this ARTICLE VIII, from and after the Closing Date,
Sellers shall, jointly and severally, indemnify and save and hold harmless LTFS, the Companies and the SSN Subsidiaries
and their respective employees, officers, directors and Affiliates (collectively, the “LTFS Indemnified Parties”) from and
against any Covered Losses resulting from, arising out of or incurred in connection with (i) any act, error or omission by
any Person that occurred on or prior to the Closing Date to the extent such Covered Losses arise from matters disclosed in
Schedules 3.6 or 3.7(c) of the Disclosure Letter as updated as of the Closing Date, or of which the Companies had
Knowledge and were required to be, and were not, disclosed in Schedules 3.6 or 3.7(c) of the Disclosure Letter as updated
as of the Closing Date, which exceed in the aggregate, the amount reserved, if any, for such Covered Losses on the
financial statements of FLIC and SSN, (ii) any inaccuracy or breach of a representation or warranty made in ARTICLE
III, other than the representations and warranties made in Sections 3.6 or 3.7(c), but only if the Companies had
Knowledge that such representations and warranties were not true and correct when made and (iii) any non-fulfillment or
breach of any covenant or agreement made by a Company or the Representatives in this Agreement. For purposes of
Section 8.2(a)(ii), matters for which the Companies have Knowledge after the date of this Agreement and prior to the
Closing shall be deemed Knowledge as of the date of this Agreement.

(b) Notwithstanding anything to the contrary contained herein, no claim for indemnity may be
asserted by LTFS or claimed by any of the LTFS Indemnified Parties as a breach of any provision of this Agreement or
may otherwise be a subject of indemnity or reimbursement from the Sellers hereunder with respect to any of the
following: (i) any Taxes or condition that would not have existed if LTFS had purchased the Company Shares and had
not
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made a 338(h)(10) Election or any similar election, including, without limitation, the unavailability of any “step-up” in
the basis of the assets of the Company and its Subsidiaries under Section 1012 of the Code or any similar or
corresponding provision; and (ii) any Taxes (or any Covered Losses in respect thereof) other than Taxes for any Pre-
Closing Tax Period.

(c) No Seller shall have any obligation to indemnify for more than its pro rata share (based on such
Seller’s portion of the Transaction Consideration) of any item of Covered Loss arising under Section 8.2(a).

(d) Notwithstanding anything to the contrary contained herein, from and after the Closing Date,
each Seller shall indemnify and save and hold harmless the Indemnified Parties from and against any Covered Losses
resulting from, arising out of or incurred in connection with: (i) any failure of any representation or warranty made by
such Seller in ARTICLE IV of this Agreement to be true and correct as of the date of this Agreement or as of, and as if
made on, the Closing Date or if made as of a specified date, on that specified date; and (ii) any non-fulfillment or breach
of any covenant or agreement made by such Seller in this Agreement.

(e) No indemnity shall be payable under Sections 8.2(a)(ii) or 8.2(d)(i) until the aggregate
Covered Losses provided for under such Sections (“Capped Covered Losses”) exceed $250,000 (the “Floor”) and then,
indemnity shall be payable only for up to an aggregate of $4,000,000 (the “Cap”), except that, Covered Losses arising
under Sections 3.1, 3.15, 4.1, 4.5 and 4.6 shall not be treated as Capped Covered Losses and shall not be limited to the Cap,
and except that, for purposes of Section 8.2(d)(i), indemnification for Covered Losses arising under ARTICLE IV, other
than Sections 4.1, 4.5 and 4.6, shall not be payable until the Covered Losses to be indemnified by a Seller under
ARTICLE IV, other than Sections 4.1, 4.5 and 4.6, exceed such Seller’s pro rata share of the Floor and then indemnity
shall be payable only for up to such Seller’s pro rata share of the Cap, with such pro rata shares to be based on each
Seller’s shares of the Transaction Consideration.

(f) The aggregate amount of a Seller’s indemnification obligation under this ARTICLE VIII shall
not exceed a Seller’s portion of the Transaction Consideration.

8.3    Indemnification of Sellers by LTFS. From and after the Closing Date, LTFS shall indemnify and save and
hold harmless Sellers, and in the case of the Trust, its trustee and beneficiaries (collectively, the “Seller Indemnified
Parties” and, together with the LTFS Indemnified Parties, the “Indemnified Parties”) from and against any Covered
Losses resulting from, arising out of or incurred in connection with (i) any breach of a representation or warranty by
LTFS in this Agreement or (ii) any non-fulfillment or breach of any covenant or agreement made by LTFS.

8.4    Procedures Relating to Indemnification.

(a) If an Indemnified Party shall desire to assert any claim for indemnification provided for under
this Article VIII in respect of, arising out of or involving a claim or demand made by any Person (other than a Party
hereto or Affiliate thereof) against the Indemnified Party
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(a “Third-Party Claim”), such Indemnified Party shall notify the Representatives or LTFS, as applicable in writing (in
reasonable detail taking into account the information then available to such Indemnified Party) of the Third-Party Claim
promptly after receipt by such Indemnified Party of written notice of the Third-Party Claim; provided, however, that, so
long as such notification is given within the applicable time limit set forth in Sections 8.1(a) and 8.1(b), the failure to give
such notification shall not affect the indemnification provided hereunder except to the extent the indemnifying party or
parties shall have been actually prejudiced as a result of such failure. The Indemnified Party shall deliver to the
Representatives or LTFS, as applicable, promptly after the Indemnified Party’s receipt thereof, copies of all notices and
documents (including court papers) received by the Indemnified Party relating to the Third-Party Claim; provided,
however, that the failure to deliver such copies shall not affect the indemnification provided hereunder except to the
extent the indemnifying party shall have been actually prejudiced as a result of such failure. The Representatives shall
promptly notify all applicable indemnifying parties of any such claim upon Representatives’ receipt of notice of same as
prescribed hereby.

(b) If a Third-Party Claim is made against an Indemnified Party, the indemnifying party will be
entitled to participate in the defense thereof and, if it so chooses and acknowledges without reservation its obligation to
indemnify the Indemnified Party therefor, it may assume the defense thereof with counsel selected by the indemnifying
party and reasonably satisfactory to the Indemnified Party. Should the indemnifying party so elect to assume the defense
of a Third-Party Claim, the indemnifying party will not be liable to the Indemnified Party for legal expenses
subsequently incurred by the Indemnified Party in connection with the defense thereof, unless the Third-Party Claim
involves potential conflicts of interest or substantially different defenses for the Indemnified Party and the indemnifying
party. If the indemnifying party assumes such defense, the Indemnified Party shall have the right to participate in defense
thereof and to employ counsel, at its own expense (except as provided in the immediately preceding sentence), separate
from the counsel employed by the indemnifying party, it being understood that the indemnifying party shall control such
defense. The indemnifying party shall be liable for the fees and expenses of counsel employed by the Indemnified Party
for any period during which the indemnifying party has not assumed the defense thereof and as otherwise contemplated
by the two immediately preceding sentences. If the indemnifying party chooses to defend any Third-Party Claim, all the
Parties shall cooperate in the defense or prosecution thereof. Such cooperation shall include the retention and (upon the
indemnifying party’s request) the provision to the indemnifying party of records and information that are reasonably
relevant to such Third-Party Claim, and use reasonable efforts to make employees available on a mutually convenient
basis to provide additional information and explanation of any material provided hereunder. Whether or not the
indemnifying party shall have assumed the defense of a Third-Party Claim, the Indemnified Party shall not admit any
liability with respect to, or settle, compromise or discharge, such Third-Party Claim without the indemnifying party’s
prior written consent (which consent shall not be unreasonably withheld or delayed). The indemnifying party may pay,
settle or compromise a Third-Party Claim with the written consent of the Indemnified Party, so long as such settlement
includes (i) an unconditional release of the Indemnified Party from all Liabilities in respect of such Third-Party Claim,
(ii) does not subject the Indemnified Party to any injunctive relief or other equitable remedy and (iii)

54



does not include a statement or admission of fault, culpability or failure to act by or on behalf of any Indemnified Party.

(c) If an Indemnified Party shall desire to assert any claim for indemnification provided for under
this ARTICLE VIII other than a claim in respect of, arising out of or involving a Third-Party Claim, such Indemnified
Party shall notify the Representatives or LTFS, as applicable, in writing making specific reference to this Section 8.4(c)
of this Agreement, and in reasonable detail (taking into account the information then available to such Indemnified
Party), of such claim promptly after becoming aware of the existence of such claim; provided, however, that so long as
notification is given within the applicable time limit set forth in Sections 8.1(a) and 8.1(b), the failure to give such
notification shall not affect the indemnification provided for hereunder except to the extent the indemnifying party shall
have been actually prejudiced as a result of such failure. If the indemnifying party does not respond to such notice within
thirty (30) days after its receipt, it will have no further right to contest the validity of such claim. The Representatives or
LTFS, as applicable, shall promptly notify all applicable indemnifying parties of any such claim upon Representatives’ or
LTFS’s, as applicable, receipt of notice of same as prescribed hereby.

8.5    Indemnity Payments. Notwithstanding anything to the contrary in this Agreement, if any Seller is obligated
to indemnify an Indemnified Party under this ARTICLE VIII such obligation shall be satisfied, subject to the limitations
provided for in this ARTICLE VIII, as follows: (i) indemnity obligations arising under Sections 8.2(a)(ii) (except for
those relating to Sections 3.1 and 3.15) or Section 8.2(d)(i) (except for those relating to Sections 4.1, 4.5 and 4.6) shall be
satisfied first, by LTFS offsetting such obligations against payments to be made to such Seller under such Seller’s Cap
Note, until (together with offsets, if any, under Section 8.5(ii)) the amount of the Cap Note is fully offset and then, by
payment by such Seller in cash to the Indemnified Party within ten (10) days following written demand therefor made by
LTFS to the Representatives, and (ii) indemnity obligations arising under any other provision of this ARTICLE VIII
(including those relating to Sections 3.1, 3.15, 4.1, 4.5 and 4.6) shall, at the election of LTFS, be offset by LTFS against
payments to be made to such Seller under such Seller’s Cap Note or by payment by such Seller in cash to the Indemnified
Party within ten (10) days following written demand therefor made by LTFS to the Representatives. The Balance Notes
shall not be subject to a right of offset, unless such offset is agreed to in writing in advance by the applicable Seller in his
or its sole discretion. If a Seller fails to make payment in cash to the Indemnified Party as claimed under this Section 8.5
or to consent to an offset against the Balance Note in respect of such claim (an “Unpaid Indemnity Obligation Claim”),
then the reasonable fees and expenses (including legal fees and disbursements) incurred by the Party who prevails in any
suit, action or proceeding with respect to such Unpaid Indemnity Obligation Claim shall be an Indemnification
Obligation under this Article VIII of (x) the Sellers whose Unpaid Indemnity Obligation Claim is determined to be valid,
in proportion to their respective shares of such Unpaid Indemnity Obligation Claim or (y) LTFS, if such Unpaid
Indemnity Obligation Claim is determined not to be valid.

8.6    Knowledge. No Party shall be liable under this ARTICLE VIII for any Covered Losses resulting from or
relating to any inaccuracy in or breach of any representation or warranty
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in this Agreement if the Party seeking indemnification for such Covered Losses had acquired actual knowledge of such
breach on or prior to the date of this Agreement, provided that this Section 8.6 shall not apply to Sellers’ indemnification
obligations arising under Section 8.2(a)(i). For purposes of this Section 8.6, actual knowledge by LTFS shall mean the
actual knowledge of Richard Lampen, Adam Malamed, Brian Heller, and/or Brett Kaufman, and actual knowledge of
Sellers shall mean Knowledge of the Companies, and provided further that a Party who receives actual knowledge to
which this Section 8.6 applies after the date of this Agreement but prior to Closing shall promptly notify the other Party
of such knowledge and any such knowledge as is obtained by LTFS shall be deemed to have supplemented the Disclosure
Letter as contemplated, in, and with the same effect as if made, pursuant to Section 6.12 hereof.

8.7    Transaction Consideration Adjustment. All payments made pursuant to this Article VIII shall be treated by
the Parties hereto as adjustments to the Transaction Consideration for all tax purposes to the extent permitted by Law. An
indemnity payment due and payable by an indemnifying party under this Article VIII shall be decreased to the extent of
any net reduction in Taxes actually realized by the Indemnified Party resulting from the Covered Losses.

8.8    Insurance and Tax Benefit; Mitigation. Notwithstanding anything set forth in this Agreement to the
contrary, Covered Losses of the LTFS Indemnified Parties shall be determined without duplication of any other Covered
Loss for which an indemnification claim has been made or could be made under any other representation, warranty,
covenant, or agreement and shall be net of any insurance or other prior or subsequent recoveries (including under or
pursuant to any insurance policy, indemnity, reimbursement agreement or contract pursuant to which or under which any
LTFS Indemnified Party is a party or has rights) actually received by the LTFS Indemnified Parties in connection with
the facts giving rise to the right of indemnification, and Covered Losses of the Seller Indemnified Parties shall be
determined without duplication of any other Covered Loss for which an indemnification claim has been made or could be
made under any other representation, warranty, covenant, or agreement and shall be net of any insurance or other prior or
subsequent recoveries (including under or pursuant to any insurance policy, indemnity, reimbursement agreement or
contract pursuant to which or under which any Seller Indemnified Party is a party or has rights) actually received by the
Seller Indemnified Parties in connection with the facts giving rise to the right of indemnification. Each Indemnified
Party shall use commercially reasonable efforts to take all actions reasonably necessary to file and pursue claims under
any applicable insurance policies. Any indemnity payments made pursuant to this Agreement shall be made net of the
receipt or accrual of any tax benefit realized by the recipients of such payments that results from the Covered Loss giving
rise to such indemnity payments. Each Indemnified Party shall use commercially reasonable efforts to mitigate any
Covered Losses such Indemnified Party may sustain.

8.9    Exclusive Remedy. The indemnification provided for in this Article VIII shall be the exclusive post-Closing
remedy, other than in the case of fraud or intentional misrepresentation, available to an Indemnified Party in connection
with any Covered Losses arising out of the matters set forth in this Agreement or the transactions contemplated hereby,
except, where otherwise available, for the right to injunctive or other equitable relief to enforce rights under this
Agreement.
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ARTICLE IX
TERMINATION

9.1    Termination. This Agreement may be terminated at any time prior to the Closing Date:

(a) By mutual written consent of LTFS and Sellers and the Companies;

(b) By Sellers and the Companies or by LTFS, by written notice to the other party, if the Closing
shall not have occurred by April 30, 2015, unless such date is extended by the mutual written consent of the Company,
Sellers and LTFS; provided, no party may terminate this Agreement pursuant to this Section 9.1(b) if that party has
breached its obligations under this Agreement in a manner that shall have proximately contributed to the failure of the
Closing to occur by such date;

(c) By Sellers and the Companies, by written notice to LTFS, if (i) at any time the representations
and warranties of LTFS contained in this Agreement shall fail to be true and correct, or LTFS shall at any time have
failed to perform and comply with all agreements and covenants of LTFS contained in this Agreement requiring
performance or compliance prior to such time, and in either case, such failure (i) shall be such that, if not cured, the
conditions set forth in Section 7.3(a) or Section 7.3(b) would not be fulfilled and (ii) shall not have been cured within
twenty (20) days of the receipt of written notice thereof from Sellers and the Companies; or

(d) By LTFS, by written notice to Sellers and the Companies, if at any time the representations and
warranties of any or all of Sellers or the Companies contained in this Agreement shall fail to be true and correct, or any or
all of Sellers or the Companies shall at any time have failed to perform and comply with all agreements and covenants of
relating to such Persons contained in this Agreement requiring performance or compliance prior to such time, and in
either case, such failure (i) shall be such that, if not cured, the conditions set forth in Section 7.2(a) or Section 7.2(c)
would not be fulfilled and (ii) shall not have been cured within twenty (20) days of the receipt of written notice thereof
from LTFS.

9.2    Effect of Termination. In the event of the termination of this Agreement pursuant to the provisions of
Section 9.1, this Agreement shall become void and have no effect, without any Liability to any Person in respect hereof or
of the transactions contemplated hereby on the part of any party hereto, or any of its directors, officers, employees, agents,
legal and financial advisors, representatives, shareholders or Affiliates; provided, however, that the agreements contained
in Sections 6.5, 10.1 and this Section 9.2 shall survive the termination of this Agreement; and provided, further, that
except as otherwise provided herein, no such termination shall relieve any party hereto of any Liability or damages
resulting from any willful or intentional breach of this Agreement prior to the time of such termination.     
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ARTICLE X
GENERAL PROVISIONS

10.1    Expenses. Except as otherwise specifically provided in this Agreement, (i) Sellers shall bear the expenses,
costs and fees, including attorneys’, auditors’ and financing fees, if any (collectively, the “Transaction Expenses”) of the
Companies and Sellers and (ii) LTFS shall bear the Transaction Expenses of LTFS in connection with the transactions
contemplated hereby, including the preparation, execution and delivery of this Agreement and compliance herewith,
whether or not the transactions contemplated hereby are effected.

10.2    Further Actions. Each party shall execute and deliver such certificates and other documents and take such
other actions as may reasonably be requested by the other party in order to carry out the provisions of this Agreement and
consummate and make effective the transactions contemplated by this Agreement.

10.3    Notices. All notices and communications hereunder shall be deemed to have been duly given and made
only if in writing and if served by personal delivery upon the party for whom it is intended, delivered by registered or
certified mail, return receipt requested or delivered by recognized overnight courier to the Person at the address set forth
below, or such other address as may be designated in writing hereafter, in the same manner, by such Person:

(a) if to Sellers, Representatives or the Companies:

Securities Service Network, Inc.
9729 Cogdill Road
Suite 3001
Knoxville, TN 37932
Attention: Wade Wilkinson

and

David Michael Coffey
129 Twin Coves Drive
Lenoir City, TN 37772

with copies to (which copies shall not constitute notice):

Bass, Berry & Sims PLC
150 Third Avenue South, Suite 2800
Nashville, TN 37201
Attention: Samuel E. Stumpf, Jr., Esq.

and

Hodges Doughty & Carson
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617 Main Street
P.O. Box 869
Knoxville, TN 37901-0869
Attention: Christopher A. Hall, Esq.

and

(b) if to LTFS:

Ladenburg Thalmann Financial Services Inc.
4400 Biscayne Boulevard, 12th Floor
Miami, FL 33137
Attention: Richard J. Lampen, President

with copies to (which copies shall not constitute notice):

Ladenburg Thalmann Financial Services Inc.
4400 Biscayne Boulevard, 12th Floor
Miami, FL 33137
Attention: Brian L. Heller, Esq.

and

Graubard Miller
The Chrysler Building
405 Lexington Avenue, 11th Floor
New York, NY 10174-1901
Attention: David Alan Miller, Esq.

or, in each case, at such other address as may be specified in writing by notice to the other Parties.

10.4    Assignment; Successors; Third-Party Beneficiaries. This Agreement shall not be assignable by any Party
hereto without the prior written consent of all of the other Parties and any attempt to assign this Agreement without such
consent shall be void and of no effect. This Agreement shall inure to the benefit of, and be binding on and enforceable
against, the successors, executors, administrators, legal representatives, heirs and permitted assigns of the respective
Parties. All representations, warranties, covenants, agreements, rights and privileges made, granted or delivered to the
Companies pursuant to this Agreement or any document or agreement entered into or executed pursuant to this
Agreement shall, following the Transaction, vest in the Representatives to be exercised for the benefit of all Sellers as
their interest may appear. Nothing in this Agreement, expressed or implied, is intended or shall be construed to confer
upon any Person other than the Parties and the successors, executors, administrators, legal representatives, heirs and
assigns permitted by this Section 10.4 any right, remedy or claim under or by reason of this Agreement, except that each
indemnitee shall be a third party beneficiary
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with respect to Article VIII and shall be entitled to the rights and benefits of, and to enforce, the provisions thereof.

10.5    Amendment; Waivers, Etc. No amendment, modification or discharge of this Agreement, and no waiver
hereunder, shall be valid or binding unless set forth in writing and duly executed by the Party against whom enforcement
of the amendment, modification, discharge or waiver is sought. Any such waiver shall constitute a waiver only with
respect to the specific matter described in such writing and shall in no way impair the rights of the party granting such
waiver in any other respect or at any other time. The waiver by any of the Parties of a breach of or a default under any of
the provisions of this Agreement or to exercise any right or privilege hereunder, shall not be construed as a waiver of any
other breach or default of a similar nature, or as a waiver of any of such provisions, rights or privileges hereunder. The
rights and remedies herein provided are cumulative and none is exclusive of any other, or of any rights or remedies that
any party may otherwise have at law or in equity.

10.6    Entire Agreement. This Agreement (including the Annexes, Exhibits and Schedules (including the
Disclosure Letter) referred to herein and all documents delivered at closing or otherwise delivered hereunder) constitutes
the sole and entire agreement among the Parties with respect to the subject matter of this Agreement and supersedes all
prior agreements and understandings, both written and oral, between the Parties with respect to the subject matter hereof.

10.7    Severability. Whenever possible, each provision or portion of any provision of this Agreement shall be
interpreted in such manner as to be effective and valid under applicable Law, but if any provision or portion of any
provision of this Agreement is held to be invalid, illegal or unenforceable in any respect under any applicable Law or rule
in any jurisdiction, such invalidity, illegality or unenforceability shall not affect the validity, legality or enforceability of
any other provision or portion of any provision in such jurisdiction, and this Agreement shall be reformed, construed and
enforced in such jurisdiction in such manner as will effect as nearly as lawfully possible the purposes and intent of such
invalid, illegal or unenforceable provision.

10.8    Headings. The headings contained in this Agreement are for purposes of convenience only and shall not
affect the meaning or interpretation of this Agreement.

10.9    Counterparts. This Agreement may be executed in several counterparts, each of which shall be deemed an
original and all of which shall together constitute one and the same instrument.

10.10    Governing Law. This Agreement shall be construed, performed and enforced in accordance with the laws
of the State of Delaware, without giving effect to its principles or rules of conflict of laws to the extent such principles or
rules would require or permit the application of the laws of another jurisdiction.

10.11    Consent to Jurisdiction, Etc.
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(a) The Parties consent to exclusive jurisdiction of the state and federal courts located in Fulton
County, Georgia (and any courts from which appeals from judgments of such courts are heard) as to any dispute or claim
as to which there is subject matter jurisdiction in that court. Each of the Parties agrees that a final judgment (subject to
any appeals therefrom) in any such action or proceeding shall be conclusive and may be enforced in other jurisdictions by
suit on the judgment or in any other manner provided by law.

(b) Each of the Parties hereby irrevocably and unconditionally waives, to the fullest extent it may
legally and effectively do so, any objection which it may now or hereafter have to the laying of venue of any suit, action
or proceeding arising out of or relating to this Agreement or the transactions contemplated hereby, in the state or federal
courts located in Fulton County, Georgia, in accordance with the provisions of Section 10.11(a). Each of the Parties
hereby irrevocably waives, to the fullest extent permitted by law, the defense of an inconvenient forum to the
maintenance of such action or proceeding in any such court.

(c) Each of the Parties hereto hereby irrevocably and unconditionally consents to service of
process in the manner provided for notices in Section 10.3. Nothing in this Agreement will affect the right of any party to
this Agreement to serve process in any other manner permitted by law.

10.12    Representatives. Each Seller hereby appoints Wade Wilkinson and David Michael Coffey as its, his or her
exclusive agent and attorney-in-fact (the “Representatives”) (i) to give and receive notices and communications with
respect to the provisions of this Agreement (including under Article VIII hereof), (ii) to amend the terms of this
Agreement, (iii) to agree to, negotiate, enter into settlements or compromises of matters arising under the provisions of
this Agreement and (iv) to take any and all actions necessary or appropriate in the judgment of the Representatives to be
taken on behalf of Sellers under such provisions of this Agreement (including under Article VIII hereof). Such agency is
irrevocable and coupled with an interest. Upon the death or incapacity of either Representative, or his ceasing to be an
employee or independent contractor of the Companies or any Affiliate or a trustee of the Trust, the remaining
Representative shall be the sole Representative and shall notify the LTFS of such change in writing. Upon the death or
incapacity of both Representatives, or their both ceasing to be an employee or independent contractor of the Companies
or any Affiliate thereof or a trustee of the Trust, the Sellers shall appoint a successor Representative and shall notify the
LTFS of such successor in writing. Any successor Representative must be an employee of a Company or any Affiliate
thereof or a trustee of the Trust. Notwithstanding the foregoing, no bond shall be required of the Representatives and
Sellers shall be responsible for the expenses of the Representatives incurred in the course of their duties as Representative,
including reasonable attorneys’ fees. Notices or communications to or from a Representative shall constitute notice to or
from Sellers in respect of matters relating to this Agreement. Any decision, act, consent or instruction of a Representative
shall constitute a decision, act or consent of all Sellers, and shall be final, binding and conclusive upon each Seller, and
LTFS may rely upon any decision, act, consent or instruction of a Representative as being the decision, act, consent or
instruction of each and every Seller. Each Seller shall indemnify and hold harmless the Representatives pro rata based
upon such Seller’s pro rata share of the Transaction Consideration, from any and all
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Covered Losses that are incurred by the Representatives as a result of actions taken, or actions not taken, by the
Representatives herein, except to the extent that such Covered Losses arise from the gross negligence or willful
misconduct of the Representatives. The Representatives shall not be liable to Sellers for any act done or omitted
hereunder as the Representatives, excluding acts which constitute gross negligence or willful misconduct.

10.13    Equitable Relief. Irreparable damage would occur in the event that any of the provisions of this
Agreement were not performed in accordance with their specific terms or were otherwise breached. Accordingly, the
Parties shall be entitled to an injunction or injunctions to prevent breaches of this Agreement and to enforce specifically
the provisions of this Agreement, this being in addition to any other remedy to which they are entitled at Law or in equity.
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IN WITNESS WHEREOF, the Parties have duly executed this Agreement as of the date first written above.

SECURITIES SERVICE NETWORK, INC.

By: /s/ Wade Wilkinson________
Name: Wade Wilkinson
Title: President, CEO

RENAISSANCE CAPITAL CORPORATION

By: /s/ Wade Wilkinson________
Name: Wade Wilkinson
Title: President

LADENBURG THALMANN FINANCIAL SERVICES INC.

By: /s/ Brian Heller____________
Name: Brian Heller
Title: Senior Vice President- Business
and Legal Affairs

[Sellers signature page follows]



SELLERS SIGNATURE PAGE:

DAVID L AND PATRICIA B COFFEY
DESCENDANTS TRUST

By: /s/ David Michael Coffey____
Name: David Michael Coffey
Title: Trustee

/s/ Wade Wilkinson            
WADE WILKINSON

/s/ Ronald Klimas            
RONALD KLIMAS

/s/ Jayaprakash Patel            
JAYAPRAKASH PATEL

/s/ Jonathan Maas            
JONATHAN MAAS



EXHIBIT 12.1

Ladenburg Thalmann Financial Services Inc.
Ratio of Earnings to Fixed Charges

and Ratio of Earnings to Combined Fixed Charges and Preferred Stock Dividends
(dollars in thousands)

(unaudited)

  

Nine Months
Ended September

30,  Year Ended December 31,  
  2014  2013  2012  2011  2010  2009
Ratio of Earnings to Fixed
Charges             
             
Income (loss) before income
taxes  $ 7,976  $ 2,404  $ (14,892)  $ (12,302)  $ (10,090)  $ (17,604)
Add: Fixed charges  6,845  17,534  26,741  7,814  4,344  4,999

             
Income (loss) before income
taxes and fixed charges  $ 14,821  $ 19,938  $ 11,849  $ (4,488)  $ (5,746)  $ (12,605)

             
Fixed Charges:             
Total interest expense  $ 5,193  $ 15,438  $ 24,541  $ 6,543  $ 3,241  $ 3,977
Interest factor in rents (1)  1,652  2,096  2,200  1,271  1,103  1,022

             

Total fixed charges  $ 6,845  $ 17,534  $ 26,741  $ 7,814  $ 4,344  $ 4,999

             
Ratio of earnings to fixed charges               2.2  1.1   *   *   *   *
             
* Deficiency of earnings available
to cover fixed charges  $ —  $ —  $ (14,892)  $ (12,302)  $ (10,090)  $ (17,604)
             
             Ratio of Earnings to Combined Fixed Charges and Preferred Stock Dividends   
             
Income (loss) before income
taxes  $ 7,976  $ 2,404  $ (14,892)  $ (12,302)  $ (10,090)  $ (17,604)
Add: Fixed charges  6,845  17,534  26,741  7,814  4,344  4,999

                          
Income (loss) before income
taxes and combined fixed charges
and preferred stock dividends  $ 14,821  $ 19,938  $ 11,849  $ (4,488)  $ (5,746)  $ (12,605)

                          
Fixed Charges:             
Total interest expense  $ 5,193  $ 15,438  $ 24,541  $ 6,543  $ 3,241  $ 3,977
Interest factor in rents (1)           1,652  2,096  2,200  1,271  1,103  1,022
Preferred stock dividends (2)  19,638  11,518  —  —  —  —

             
Total combined fixed charges and
preferred stock dividends  $ 26,483  $ 29,052  $ 26,741  $ 7,814  $ 4,344  $ 4,999

             
Ratio of earnings to combined
fixed charges and preferred stock
dividends   *   *   *   *   *   *
             
* Deficiency of earnings available
to cover fixed charges and
preferred stock dividends  $ (11,662)  $ (9,114)  $ (14,892)  $ (12,302)  $ (10,090)  $ (17,604)

(1) One-third of rent expense is the portion deemed representative of the interest factor.
(2) The preferred stock dividend amounts represent pre-tax earnings required to cover dividends on preferred stock.



EXHIBIT 31.1

RULE 13a-14(a) CERTIFICATION OF CHIEF EXECUTIVE OFFICER

I, Richard J. Lampen, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Ladenburg Thalmann Financial Services Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to
the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods
presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act rules 13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this
report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting;
and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of registrant’s board of directors (or persons
performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report
financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

Date: November 10, 2014

/s/ Richard J. Lampen     
Richard J. Lampen
President and Chief Executive Officer
(Principal Executive Officer)



EXHIBIT 31.2

RULE 13a-14(a) CERTIFICATION OF CHIEF FINANCIAL OFFICER

I, Brett H. Kaufman, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Ladenburg Thalmann Financial Services Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to
the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this
report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act rules 13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this
report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting;
and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of registrant’s board of directors (or persons
performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report
financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

Date: November 10, 2014

/s/ Brett H. Kaufman     
Brett H. Kaufman
Senior Vice President and Chief Financial Officer
(Principal Financial and Accounting Officer)



EXHIBIT 32.1

SECTION 1350 CERTIFICATION OF CHIEF EXECUTIVE OFFICER

In connection with the Quarterly Report of Ladenburg Thalmann Financial Services Inc. (the “Company”) on Form 10-Q for the period
ended September 30, 2014 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Richard J. Lampen,
President and Chief Executive Officer of the Company, certify, pursuant to 18 U.S.C. section 1350, as adopted pursuant to section 906 of the
Sarbanes-Oxley Act of 2002, that, to my knowledge:

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934;
and

2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.

Date: November 10, 2014
/s/

Richard J. Lampen     
Richard J. Lampen
President and Chief Executive Officer
(Principal Executive Officer)

The certification set forth above is being furnished as an exhibit solely pursuant to Section 906 of the Sarbanes – Oxley
Act of 2002 and is not being filed as part of the Report or as a separate disclosure document of Ladenburg Thalmann
Financial Services Inc., or the certifying officers.



EXHIBIT 32.2

SECTION 1350 CERTIFICATION OF CHIEF FINANCIAL OFFICER

In connection with the Quarterly Report of Ladenburg Thalmann Financial Services Inc. (the “Company”) on Form 10-Q for the period
ended September 30, 2014 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Brett H. Kaufman,
Senior Vice President and Chief Financial Officer of the Company, certify, pursuant to 18 U.S.C. section 1350, as adopted pursuant to section
906 of the Sarbanes-Oxley Act of 2002, that, to my knowledge:

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934;
and

2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.

Date: November 10, 2014

/s/ Brett H. Kaufman     
Brett H. Kaufman
Senior Vice President and Chief Financial Officer
(Principal Financial and Accounting Officer)

The certification set forth above is being furnished as an exhibit solely pursuant to Section 906 of the Sarbanes – Oxley
Act of 2002 and is not being filed as part of the Report or as a separate disclosure document of Ladenburg Thalmann
Financial Services Inc., or the certifying officers.


