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OATH OR AFFIRMATION
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McGladrey & Pullen

Certified Public Accountants

Independent Auditor's Report

To the Board of Directors and Stockholders
Berthel Fisher & Company Financial Services, Inc.
Marion, lowa

We have audited the accompanying statement of financial condition of Berthel Fisher & Company Financial Services,
Inc. (the “Company”), a majority owned subsidiary of Berthel Fisher & Company, as of December 31, 2005, and the
related statements of operations, changes in stockholders' equity and cash flows for the year then ended that you are
filing pursuant to Rule 17a-5 under The Securities Exchange Act of 1934, These financial statements are the
responsibility of the Company's management. Our responsibility is to express an opinion on these financial
statements based on our audit,

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of Berthel Fisher & Company Financial Services, Inc. as of December 31, 2005, and the results of its operations and
its cash flows for the year then ended in conformity with accounting principles generally accepted in the United States
of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as a whole.
The information contained in Schedules |, It and 1li are presented for purposes of additional analysis and is not a
required part of the basic financial statements, but is supplementary information required by Rule 17a-5 under The
Securities Exchange Act of 1934. Such information has been subjected to the auditing procedures applied in the
audit of the basic financial statements and, in our opinion, is fairly stated in all materiaf respects in relation to the
basic financial statements taken as a whole.

NN JS\Q&% < JL,, LW

McGladrey & Pullen LLP
Cedar Rapids, fowa
February 6, 2006

McGladrey & Pullen, LLP is a member firm of RSM International -
an affiliation of separate and independent legal entities.



Berthel Fisher & Company
Financial Services, Inc.
(A Majority Owned Subsidiary Of Berthel Fisher & Company)

Statement Of Financial Condition
December 31, 2005

Assets
Cash and cash equivalents $ 6,214,682
Deposit with correspondent broker 101,641
Due from correspondent broker 824,286
Other commissions receivable 185,959
Other receivables 145,360
Due from affiliates (Note 2) 1,040,676
Investments in securities:
Marketable, at market value 21,553
Not readily marketable, at estimated fair value, cost of $1,699,006 (Note 3) 602,248
Notes receivable, less allowance for doubtful accounts of $82,556 (Note 4) 433,999
Property and equipment (Note 6) 208,586
Other assets 106,234
Deferred income taxes (Note 5) 179,000
Intangibles assets, less accumulated amortization $329,725 749,375
Gooedwill 2,100,771
; $ 12914370
Liabilities and Stockholders' Equity
Liabilities:
Commissions payable $ 1,474,076
Accounts payable and other accrued expenses 2,506,384
Total liabilities 3,980,460

Commitments and contingencies (Note 7)

Stockholders' equity:
Common stock, no par value; authorized 250,000 shares;
issued and outstanding 195,069 shares 2,821,148
Series A cumulative, convertible preferred stock,
authorized 50,000 shares; issued and outstanding

4,182 shares (Note 8) : 300,142
Additional paid-in capital 3,298,635
Retained earnings 2,513,985

Total stockholders' equity 8,933,910
$ 12,914,370

See Notes to Financial Statements.



Berthel Fisher & Company
Financial Services, inc.
(A Majority Owned Subsidiary Of Berthel Fisher & Company)

Statement Of Operations
Year Ended December 31, 2005

Revenues:
Commissions (Note 12)
Underwriting (Note 12)
Fee income (Note 12)
Interest and dividends
Net unrealized investment gains
Net realized investment (losses)
Other
Total revenues

Expenses:

Commissions
Employee compensation
Employee benefits (Note 11)
Management fees (Note 10)
Occupancy (Note 10)
Clearing charges
Stock reporting services
Data processing
Other general and administrative expenses
Interest

Total expenses

Income before income taxes

Income tax expense {Note 5)
Net income

See Notes to Financial Statements.

$

43,436,724
607,601
3,053,952
369,990
151,933
(689,312)
1,170,848

48,101,736

34,899,350
3,695,453
521,466
720,000
962,599
1,160,317
196,825
242,569
2,158,942
75,092

44,632,613

3,469,123

1,331,062

$

2,138,061




Berthel Fisher & Company
Financial Services, Inc.
{A Majority Owned Subsidiary Of Berthel Fisher & Company)

Statement Of Changes In Stockholders’ Equity
Year Ended December 31, 2005

Series A Additional
Common .. Preferred Paid-In Retained
Stock Stock Capital Eamings Total
Balance, December 2004 $ 2821148 § 300142 $ 3208635 § 1873933 § 87293858
Net income - - 2,138,061 2,138,061
Dividends on preferred stock - (18,009) (18,009)
Dividends on common stock
($7.59 per share) - - - {1,480,000) (1,480,000
Balance, December 31, 2005 $ 2821148 $ 300,142 ¢ 3208635 $ 2513,985 ¢ 8,933,910

See Notes to Financial Statements.



Berthel Fisher & Company
Financial Services, Inc.

(A Majority Owned Subsidiary Of Berthel Fisher & Company)

Statement Of Cash Flows
Year Ended December 31, 2005

Cash Flows from Operating Activities:
Net income
Adjustments to reconcile net income to net cash flows
provided by operating activities:
Net unrealized investment (gains)
Amortization expense
Deferred income taxes
Depreciation expense
Loss on sale of property and equipment
Change in assets and liabilities:
Deposit with correspondent broker
Due from correspondent broker
Other commissions receivables
Notes and other receivables
Due to/from affiliates
Investments in securities
Other assets
Commissions payable
Accounts payable and other accrued expenses
Net cash flows provided by operating activities

Cash Flows from Investing Activities:
Purchase of property and equipment
Issuance of notes receivable
Collection of notes receivable
Net cash flows (used in) investing activities

Cash Flows (Used In) Financing Activities:
Dividends on common stock
Dividends on preferred stock
Net cash flows (used in) financing activities

Increase in cash and cash equivalents
Cash and Cash Equivalents:

Beginning
Ending

See Notes to Financial Statements.

$

2,138,061

(151,933)
140,475
368,000

40,114
5,623

(1,103)
25,281
230,289
373,483
(329,712)
1,091,351
131,995
(456,255)
(212,055)

3,393,614

(90,609)
(64,327)
65,704

{89,232)

{1,480,000)
{18,009)

(1,498,009)

1,806,373

4,408,309

6,214,682




Berthel Fisher & Company
Financial Services, inc.
(A Majority Owned Subsidiary Of Berthel Fisher & Company)

Notes To Financial Statements

Note 1. Nature of Business and Significant Accounting Policies

Nature of business:

Berthel Fisher & Company Financial Services, Inc. (the “Company”) is a majority owned subsidiary of Berthel Fisher
& Company (the “Parent”). The Company is a registered broker-dealer operating exclusively in the securities
industry. The Company operates under the provisions of Paragraph (k)(2)(ii) of Rule 15¢3-3 of The Securities
Exchange Act of 1934 and, accordingly, is exempt from the remaining provisions of the Rule, Essentially, the
requirements of Paragraph (k)(2)(ii) provide that the Company clear all transactions on behalf of customers on a fully
disclosed basis with a clearing broker-dealer and promptly transmit all customer funds and securities to the clearing
broker-dealer. The clearing broker-dealer carries all of the accounts of the customers and maintains and preserves
all related books and records as are customarily kept by a clearing broker-dealer.

Significant accounting policies:

Cash and cash equivalents: The Company considers all highly liquid investments purchased with a maturity of three
months or less to be cash equivalents.

Use of estimates: The preparation of financial statements, in conformity with generally accepted accounting
principles in the United States of America, requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period. Actual results could
differ from those estimates. Significant estimates include the valuation of not readily marketable securities and notes
receivable, the allowance for doubtful accounts, the valuation allowance for deferred tax assets and the
determination of litigation accruals. :

Investments in securities; Investments in securities consist primarily of marketable equity securities. Security
transactions are recorded on a trade date basis.

In accordance with accounting practices for broker-dealers, marketable securities are valued at market value and
securities not readily marketable are valued at estimated fair value, as determined by the Board of Directors. The
resulting difference between cost and market is included in the statement of operations. Realized gains and losses
are recognized using the specific-identification method.

In determining fair value for securities not readily marketable, investments are initially stated at cost until significant
subsequent events require a change in valuation. Among the factors considered by the Board of Directors in
determining the fair value of investments are the cost of the investment, developments since the acquisition of the
investment, the sale price of recently issued securities, the financial condition and operating results of the issuer, the
long-term business potential of the issuer, the quoted market price of securities with similar quality and yield that are
publicly traded and other factors generally pertinent to the valuation of investments. The Board of Directors, in
making its evaluation, has relied on financial data of investees provided by management of the investee companies.



Berthel Fisher & Company
Financial Services, inc.
(A Majority Owned Subsidiary Of Berthel Fisher & Company)

Notes To Financial Statements

Note 1. Nature of Business and Significant Accounting Policies (Continued)

Notes receivable: Notes receivable are carried at the present value of the future principal payments and the related
discount, if any, is accreted over the life of the note.

Goodwill: The Financial Accounting Standards Board has issued Statement No. 142, Goodwill and Other intangible
Assefs. Under Statement No. 142, goodwill is not amortized but is subject to impairment tests performed at least
annually. As of December 31, 2005, management determined there was no impairment based on its annual testing.

Intangible assets: intangibles include customer lists amortized by the straight-line method over a nine-year period.
The following is a schedule by year of estimated amortization expense:

Year ending December 31:

2006 $ 118,800
2007 119,900
2008 119,900
2009 119,900
2010 119,900
Thereafter 149,875

$ 749,375

Income taxes: The Company is included in the consolidated federal income tax return filed by the Parent. Federal
income taxes are calculated as if the Company filed on a separate return basis, as the amount of current tax or
benefit calculated is either remitted to or received from the Parent. The amount of current and deferred taxes
payable or refundable is recognized as of the date of the financial statements, utilizing currently enacted tax laws and
rates. Deferred tax expenses or benefits are recognized in the financial statements for changes in deferred tax
liabilities or assets between years.

Deferred taxes are provided on a liability method whereby deferred tax assets are recognized for deductible
temporary differences and operating loss and tax credit carryforwards and deferred liabilities are recognized for
taxable temporary differences. Temporary differences are the differences between the reported amounts of assets
and liabilities and their tax bases. Deferred tax assets are reduced by a valuation allowance when, in the opinion of
management, it is more likely than not that some portion or all of the deferred tax assets will not be realized.
Deferred tax assets and liabilities are adjusted for the effects of changes in tax laws and rates on the date of
enactment.

Property and equipment: Property and equipment is stated at cost less allowances for depreciation. For financial
reporting purposes, depreciation is computed by the straight-line method over the estimated useful lives. The
Company uses accelerated methods in computing depreciation for income tax purposes.



Berthel Fisher & Company
Financial Services, Inc.
(A Majority Owned Subsidiary Of Berthel Fisher & Company)

Notes To Financial Statements

Note 1. Nature of Business and Significant Accounting Policies (Continued)

Other assets: Included within other assets are capitalized interface licensing fee charges of $200,498. These
charges are being amortized using the straight-line method over a period of five years. Amortization of $20,575 was
incurred during 2005 and accumulated amortization totaled $152,182 as of December 31, 2005.

Revenue recognition: Commission revenue and related expenses are recorded on a trade date basis. Income from
underwriting and fees are typically earned in accordance with the fee agreement.

Note 2, Due from Affiliates and Due to Affiliates

The Company enters into various financing arrangements with other affiliated entities primarily for purposes of
financing.

Due from affiliates, consists of the following: :
Interest receivable $ 328,247

Other receivables 712,429
$ 1,040,676

Note 3. Not Readily Marketable Securities

Not readily marketable securities, reported at estimated fair value, are comprised of the following as of December 31,
2006:

Guardian Technologies International, Inc., 50,214 shares

of common stock, cost $226,382 $ 93197

American Defense Systems, Inc., 277,895 shares of
common stock, cost $138,948 138,948
Other, cost $1,333,676 370,103
Total $ 602,248




Berthel Fisher & Company
Financial Services, Inc.
(A Majority Owned Subsidiary Of Berthel Fisher & Company)

Notes To Financial Statements

Note 4. Notes Receivable

Notes receivable as of December 31, 2005, consist of the following:

Uncollateralized notes receivable, 8%, interest and principal

due October 2004 through May 2007 $ 120,833
Uncollateralized notes receivable, 8%, interest and principal
due December 2004 through March 2007 45,185
Uncollateralized notes receivable, 8%, interest and principal
due March 2005 through December 2007 147,667
Uncollateralized notes receivable, 8%, interest and principal
due November 2004 through May 2007 107,350
Various uncollateralized notes receivable due from brokers 95,520
516,555
Less allowance for doubtful accounts (82,556)
$ 433,999

As of December 31, 2005, the principal maturities of notes receivable are as follows:

Year ending December 31:

2006 $ 307,251
2007 126,748
$ 433,999




Berthel Fisher & Company
Financial Services, Inc.
(A Majority Owned Subsidiary Of Berthe! Fisher & Company)

Notes To Financial Statements

Note 5. Income Taxes

The results of the Company's operations are included in the consolidated tax returns of the Parent. The entities
included in the consolidated returns have adopted the policy of allocating income tax expense or benefit based upon
the pro rata contribution of taxable operating income or losses. Generally, this allocation results in profitable
companies recognizing a tax provision as if the individual company filed a separate return and loss companies
recognizing benefits to the extent their losses contribute to reduce consolidated taxes. Deferred income taxes have
been established by each member of the consclidated group based upon the temporary differences within the entity.

Current and deferred components of the income tax expense for the year ended December 31, 2005 are summarized
as follows:

Current $ 963,062

Deferred 368,000
Income tax expense - $ 1,331,062

The provision for income taxes for the year ended December 31, 2005 is greater than the amounts computed by
applying the statutory federal income tax rate of 34% to income before income taxes due to the following items:

Computed expected amount $ 1,179,501
Nondeductible expenses 27,401
State income taxes, net of federal tax benefit 120,000
Other 4,160

$ 1,331,062

Deferred taxes are provided on differences between financial reporting and income tax bases of accounting. The
differences arise primarily from differing methods used to account for the allowance for doubtful accounts, accrued
expenses and amortization of intangibles. The deferred income tax assets (liabilities) consist of the following:

Gross deferred income tax assets $ 224,000
Gross deferred income tax liabilities {45,000)
Net deferred income tax asset $ 179,000

During the year ended December 31, 2005, the Company did not record a valuation allowance on the deferred tax
assets as management believes the fult amount will ultimately be realized.

10



Berthel Fisher & Company
Financial Services, Inc.
(A Majority Owned Subsidiary Of Berthel Fisher & Company)

Notes To Financial Statements

Note 6. Property and Equipment

Property and equipment as of December 31, 2005, consists of the following:

Fumniture and fixtures $ 208,666

Leasehold improvements 93,296

Accumulated depreciation (93,376)

Property and equipment, net $ 208,586
Note 7. Commitments and Contingencies

The Company leases office facilities and certain equipment under various noncancellable month-to-month operating
leases. Lease expense of $530,344 was incurred during the year ended December 31, 2005.

The Company is invoived in various pending or threatened legal proceedings arising from the normal course of its
business operations. Management of the Company, after consultation with counsel and a review of available facts,
believes the resolution of these various proceedings will have no material adverse effect on the Company's financial
condition, results of operations or cash flows.

in September 2004, a complaint was filed against the Parent alleging accounting and recovery of preferential and
fraudulent transfers with respect to the purchase of certain assets by the Parent. In addition, in December 2004, a
motion for declaratory judgment and related relief was filed in order to compel the Parent to deliver certain payments,
stock and warrants pursuant to the asset purchase agreement. This motion was denied by the bankruptey courtin its
entirety in July 2005. In August 2005, a second complaint, seeking an unspecified amount of damages, was filed
against the Parent, which was based on the same facts and circumstances as the original complaint, but asserts
different legal theories for recovery under the Bankruptcy Code and Ohio state law. The alleged liability per the
original complaint is approximately $2,350,000; however, Parent's management and legal counsel are unable to
reasonably estimate the amount of liability which may be incurred if an adverse decision is rendered because it is
dependent upon the interpretation by the court as to the preferential and fraudulent transfers. In the event of an
unfavorable outcome, the Company may need to make distributions ta the Parent to fund any potential obligations. It
is management's intent to vigorously defend their position and believe that this suit is without substantial merit.

The Parent has pledged its ownership interest in the Company (195,069 shares of common stock) as collateral for
notes payable.

1



Berthel Fisher & Company
Financial Services, Inc.
(A Majority Owned Subsidiary Of Berthel Fisher & Company)

Notes To Financial Statements

Note 8. Series A Cumulative, Convertible Preferred Stock

The Board of Directors has authorized 50,000 shares of Series A cumulative, convertible preferred stock. The
preferred stock has preference in liquidation over the common stockholders. The shares earn a cumulative annual
dividend of $.06 per share. The dividends are payable from net profits of the Company and will be paid before any
dividends are paid to common stockholders. Unpaid dividends will accrue in arrears and become a liability of the
Company if net profits are insufficient to pay the stockholders. Series A stockholders may convert each of their
shares of preferred stock into one share of common stock of the Company, as subject to adjustment, from time to
time, in accordance with the agreement. The Company, by resolution of the Board of Directors, at any time, may
redeem any outstanding preferred shares by paying the stockholders the consideration originally given plus all
accrued and unpaid dividends.

Note 9. Net Capital Requirements

The Company is subject to The SEC Uniform Net Capital Rule (Rule 15¢3-1), which requires the maintenance of a
minimum amount of net capital and requires that the ratio of aggregate indebtedness to net capital, both as defined,
shall not exceed 15 to 1. Rule 15¢3-1 also provides that equity capital may nct be withdrawn or cash dividends paid
if the resulting net capital ratio would exceed 10 to 1. As of December 31, 2005, the Company had net capital of
$3,340,444, which was $3,078,822 in excess of its required net capital of $261,622. The Company’s net capital ratio
was 1.17t0 1.

Note 10.  Related Party Transactions

The Company enters into various transactions and arrangements with its Parent and affiliated companies.

The Company has an unwritten, discretionary, month-to-manth agreement with its Parent in which the Company's
Parent provided management services at a monthly rate of $60,000 for the year ended December 31, 2005.

During the year ended December 31, 2005, the Company paid $363,269 to Berthel Fisher & Company Management

Corp. (a wholly owned subsidiary of the Parent) for the use of office facilities. The Company's rental obligation is
month to month.

12



Berthel Fisher & Company
Financial Services, Inc.
{A Majority Owned Subsidiary Of Berthel Fisher & Company)

Notes To Financial Statements

Note 11.  Profit Sharing Plan

Substantially all employees are covered by the Company's qualified profit sharing plan under Internal Revenue Code
Section 401(a), including a qualified cash or deferred arrangement under Section 401(k). Under the terms of the
plan, each participant may elect to defer compensation from 2% to 20%. The employee contribution will be matched
by an employer contribution of 50% of the first 4% of the employee contribution. The employee contributions to the
plan are fully vested and employer contributions vest over five years. The Company's contributions for the year
ended December 31, 2005 aggregated $55,517.

Note 12. Financial Instruments

Off-balance-sheet risk and concentration of credit risk:

Customer transactions are introduced to and cleared through clearing brokers. Under the terms of its clearing
agreement, the Company is required to guarantee the performance of its customers, in meeting contracted
obligations. Such transactions may expose the Company to significant off-balance-sheet risk in the event margin
requirements are not sufficient to fully cover losses that customers may incur. In the event the customer fails to
satisfy its obligations, the Company may be required to purchase or sell financial instruments at prevailing market
prices to fulfill the customer's obligations. In conjunction with the clearing brokers, the Company seeks to control the
risks associated with its customer activities by requiring customers to maintain collateral in compliance with various
regulatory and internal guidelines. Compliance with the various guidelines is monitored daily and, pursuant to such
guidelines, the customers may be required to deposit additional collateral or reduce positions where necessary.

The Company does not anticipate nonperformance by customers or its clearing brokers. In addition, the Company
has a policy of reviewing, as considered necessary, the clearing broker with which it conducts business.

The Company maintains its cash accounts in one commercial bank. The amount on deposit at December 31, 2005
exceeded the insurance limits of the Federal Deposit Insurance Corporation by approximately $2,493,890.

Fair value considerations:
Substantially all of the Company's financial instruments are carried at fair value or amounts that approximate fair

value. Investments in marketable securities are valued using quoted market prices. The Company's remaining
financial instruments are generally short-term in nature and liguidate at their carrying values.

13



Berthel Fisher & Company
Financial Services, Inc.
(A Majority Owned Subsidiary Of Berthel Fisher & Company)

Schedule . Computation Of Net Capital Under Rule 15¢3-1
December 31, 2005

Computation of net capital:
Total stockholders' equity
Total nonallowable assets and other charges:
Petty cash
Excess deposits with correspondent broker
Other receivables
Due from affiliates
Investments in securities not readily marketable
Notes receivable
Property and equipment
Other assets
Deferred income taxes
Non-allowable commissions receivable
Intangible assets
Goodwill
Insurance deductible
Fee-based commissions
Other deductions
Net capital before haircuts on securities positions
Haircuts on securities positions
Undue concentration
Net capital

Computation of aggregate indebtedness:
items from statement of financial condition:
Commissions payable, net of payroll advances
Accounts payable and other accrued expenses
Dividends declared on Series A preferred stock
Assets with credit balances/liabilities with debit balances
Total aggregate indebtedness

Computation of basic net capital requirement:
Minimum net capital required, the greater of 6 2/3% of total
aggregate indebtedness or $100,000

Excess net capital, net capital less net capital requirement

Percentage of aggregate indebtedness to net capital

Statement pursuant to paragraph (d) of Rule 17a-5:

8,933,910

400

1,641
41,219
1,040,676
602,248
433,999
208,586
106,234
179,000
2,871
749,375
2,100,771
18,913
16,692
11,410

3,418,875
78,431

3,340,444

1,367,401
2,540,984
4,539
11,410

3,924,334

261,622

3,078,822

7%

There are no material differences between the amounts presented in the computations of net capital set forth
above and the amounts reperted in the Company's unaudited Part Il A Focus report as of December 31, 2005.
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Berthel Fisher & Company
Financial Services, Inc.
(A Majority Owned Subsidiary Of Berthel Fisher & Company)

Schedule il. Computation for Determination of Reserve Requirements
Under Rule 15¢3-3
December 31, 2005

None, the Company is exempt from Rule 15¢3-3 pursuant to the provisions of
subparagraph (k)(2)(ii) thereof.

Schedule lll. Information Relating to Possession or Control Requirements
Under Rule 15¢3-3
December 31, 2005

None, the Company is exempt from Rule 15¢3-3 pursuant to the provisions of
subparagraph (k)(2)(ii} thereof,
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McGladrey & Pullen

Certified Public Accountants

Independent Auditor’s Report
On Internal Control

To the Board of Directors and Stockholders
Berthel Fisher & Company Financial Services, Inc.
Marion, lowa

In planning and performing our audit of the financial statements and supplemental schedules of Berthel Fisher &
Company Financial Services, Inc. (Company) for the year ended December 31, 2005, we considered its internal
control, including control activities for safeguarding securities, in order to determine our auditing procedures for the
purpose of expressing our opinion on the financial statements and not to provide assurance on internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have made a study of
the practices and procedures followed by the Company, including tests of compliance with such practices and
procedures that we considered relevant to the objectives stated in Rule 17a-5(g) in making the periodic computations
of aggregate indebtedness and net capital under Rule 17a-3(a)(11) and for determining compliance with the
exemptive provisions of Rule 15¢3-3. Because the Company does not carry securities accounts for customers or
perform custodial functions relating to customer securities, we did not review the practices and procedures followed
by the Company in any of the following:

(1) Making quarterly securities examinations, counts, verifications and comparisons
(2) Recordation of differences required by Rule 17a-13

(3) Complying with the requirements for prompt payment for securities under Section 8 of Federal Reserve
Regulation T of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control and the practices
and procedures referred to in the preceding paragraph. In fulfiling this responsibility, estimates and judgments by
management are required to assess the expected benefits and related costs of controls, and of the practices and
procedures referred to in the preceding paragraph, and to assess whether those practices and procedures can be
expected to achieve the SEC's above-mentioned objectives. Two of the objectives of internal control and the
practices and procedures are to provide management with reasonable, but not absolute assurance, that assets for
which the Company has responsibility are safeguarded against loss from unauthorized use or disposition and that
transactions are executed in accordance with management's authorization and recorded properly to permit the
preparation of financial statements in conformity with accounting principles generally accepted in the United States of
America. Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the preceding paragraph.

McGladrey & Pullen, LLP is a member firm of RSM International -
an affiliation of separate and independent legat entities.
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Because of inherent limitations in internal control or the practices and procedures referred to above, error or fraud
may occur and not be detected. Also, projection of any evaluation of them to future periods is subject to the risk that
they may become inadequate because of changes in conditions or that the effectiveness of their design and
operation may deteriorate. Our consideration of internal control would not necessarily disclose all matters in internal
control that might be material weaknesses under standards established by the American Institute of Certified Public
Accountants. A material weakness is a condition in which the design or operation of the specific internal control
components does not reduce to a relatively low levei the risk that error or fraud in amounts that would be material in
relation to the financial statements being audited may occur and not be detected within a timely period by employees
in the normal course of performing their assigned functions. However, we noted no matters involving internal control,
including control activities for safeguarding securities, which we consider to be material weaknesses as defined
above.

We understand that practices and procedures that accomplish the objectives referred to in the second paragraph of
this report are considered by the SEC to be adequate for its purposes in accordance with The Securities Exchange
Act of 1934 and related regulations and that practices and procedures that do not accomplish such objectives in all
material respects indicate a material inadequacy for such purposes. Based on this understanding and on our study,
we believe that the Company's practices and procedures were adeqguate at December 31, 2005 to meet the SEC's
objectives.

This report is intended solely for the information and use of the Board of Directors, management, the SEC, the
National Association of Securities Dealers and other regulatory agencies that rely on Rule 17a-5(g) under The
Securities Exchange Act of 1934 in their regulation of registered brokers and dealers, and is not intended to be and
should not be used by anyone other than these specified parties.
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McGladrey & Pullen, LLP

Cedar Rapids, lowa
February 6, 2006
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