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OATH OR AFFIRMATION

A Y

I, Frank Almada , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Union Capital Company

, as
of December 31, , 2005 , are true and correct. [ further swear (or affirm) that
neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

N/A
VICK!E | um:\g:%::”ﬂ(}; / //77
\ MNotary Public - Arizona / /%
PiA COUNTY aaedl A
My Commission Expires | Si%ﬁre

‘ MARCH 19, 2007

President / Principal

it 5 Mo

Notary Public

-

his report ** contains (check all applicable boxes):

(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule [5¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

OOl B OoBoRPRNEse

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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[_UdLUi9, SCHICICH' & K|ewer, PLLC cerfified public accountants & consultants
I

Chr‘isropher Wm. Ludwi9
Wendg G. Schacht
Julie S. Klewer

H;\IDEPENDENT AUDITORS' REPORT

To the Board of Directors and Stoc kholders
Union Capital Holdings Corp. and Subsndlary
Union Capital Company ‘

We have audited the accompar{nying consolidated statement of financial condition of Union Capital
Holdings Corp. (a Corporation) and subsidiary Union Capitai Company (a Corporation) as of December
31, 2005 and the related consoliclated statements of operations, stockholders' equity and cash flows for
the year then ended that you are filing pursuant to rule 17a-5 under the Securities and 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 consolidated f nancial statements are free of material misstatement. An audit includes
examining, on a test basis, ev1dexnce supporting the amounts and disclosures in the financial statements.
An audit also includes assessu"ug the accounting principles used and significant estimates made by
management, as well as evaluating the overall consolidated 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
consolidated financial position of Union Capital Holdings Corp. and subsidiary Union Capital Company as
of December 31, 2005 and the resuits of their operations and their cash flows for the year then ended in
conformity with generally accepted accounting principles accepted in the United States of America.

Our audit was made for the purpbse of forming an opinion on the consolidated financial statements taken
as a whole. The supplementary information is presented for purposes of additional analysis and is not a
required part of the basic consolijdated financial statements. However, this information is required by Rule
17a-5 of the Securities and Exchange Commission. Such information has been subjected to the auditing
procedures applied in the audjt of the consolidated financial statements and, in our opinion, the
information is fairly stated in all matenal respects in relation to the consolidated financial statements taken
as a whole.

%M‘ﬂﬁ/ Sehucrot w /iaw, /-

February 3, 2006

4783 L. Comp Lowell Drive #* Tjucson, Arizona 85712 * 520-545:0500 * fax 520-545-0555




UNION CAPITAL HOLDINGS CORP. AND SUBSIDIARY UNION CAPITAL COMPANY

CONSOL!DATED STATEMENT OF FINANCIAL CONDITION
December 31, 2005

ASSETS
Assets:
Cash ‘ $ 376
Clearing deposit 35,000
Commissions receivable 17,299
Due from stockholders ‘ 22,543
Employee receivables 3,488
Deferred income tax asset, net 34,400
Total current assets 113,106
Deposits ‘ 1,705
Intangible asset, net ‘ 2,493
Property and equipment, net 9,673
Total assets $ 126,977
AEj‘»ILlT|ES AND STOCKHOLDERS' EQUITY
Liabilities:
Accounts payable and accrued ‘expenses $ 8,253
Bank overdraft 186
Income taxes payable ‘ 50
Capital lease payable, current portlon 1,281
Deferred income tax liability | 750
Total current liabilities ‘ 10,520
Capital lease payable, non-curr‘;‘ent portion 1,753
Total liabilities j 12,273

Stockholders' equity:
Common stock, no par value; 2 ,000,000 shares
authorized, 1,034,759 shares issued and outstanding -

Paid-in capital 458,724
Accumulated deficit (344,020)
Total stockhoiders' equity 114,704
Total liabilities and stockholders' equity $ 126,977

See inde}pendent auditors' report and accompanying notes.
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CONSCi)LIDATED STATEMENT OF OPERATIONS
For the year ended December 31, 2005

Revenues:
Commissions
Other income

Total revenue

Operating expenses:
Compensation and benefits
Rent :
Fioor brokerage and clearmg} costs
Legal and professional fees
Advertising
Automobile
Telephone
Office expenses
Depreciation and amortlzatlon
Travel and entertainment
Licenses and fees
Contract labor
Quotes
Website and internet

Total operating expenses
Operating loss

Other income (expense):
Interest income
Interest expense
Loss on disposal of property(and equipment

Total other income (expen}

|

Loss before income tax benefit

se)

Income tax provision

Net loss

See indep}»endent auditors’ report and accompanying notes.
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UNION CAPITAL HOLDIPJ\!GS CORP. AND SUBSIDIARY UNION CAPITAL COMPANY

$ 338,741
420

338,161

206,468
24,176
21,337
13,172
11,953
11,910
11,828
11,784

7,779
5,811
4,916
4,168
3,797
2,111

341,210

(2,049)

1,235
(558)
(4,786)

(4,109)

(6,158)
12,200

$ (18,358)




UNION CAPITAL HOLDIP!JGS CORP. AND SUBSIDIARY UNION CAPITAL COMPANY
|

CONSOLIDATi‘ED STATEMENT OF STOCKHOLDERS' EQUITY
For the year ended December 31, 2005

Common Paid-in Accumulated
Stock Capital Deficit Total
Balance, December 31, 2004 $ - $ 458,724 § (325662) $ 133,062
Net loss (18,358) (18,358)
Balance, December 31, 2005 3 - $ 458,724 $ (344,020) $ 114,704

See indep}endent auditors’ report and accompanying notes.
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UNION CAPITAL HOLDII\ﬂGS CORP. AND SUBSIDIARY UNION CAPITAL COMPANY

CONSOLIDATED STATEMENT OF CASH FLOWS

For the year ended December 31, 2005

Cash flows from operating activitie:s:

Net loss ‘ $ (18,358)
Adjustments to reconcile net Iosr‘s to net
cash used in operating activiti“as:
Depreciation and amortization 7,779
Deferred income taxes, neti 12,150
Loss on disposal of propert{/ and equipment 4,786
Changes in operating assets an“d liabilities:
Commissions receivable 3,010
Due from stockholder 12,394
Employee receivables | (3,488)
Accounts payable and accrped expenses (18,711)
Bank overdraft ‘ 186
Unearned commissions (34,224)
Total adjustments (16,118)
|
Net cash used in operating|activities (34,476)
Cash flows from investing activitie{es -
Cash flows from financing activities:
Principal repayments of capital lease payable (1,202)
Net cash used in financing|activities (1,202)
Net change in cash ‘ (35,678)
Cash, beginning of year 36,054
Cash, end of year $ 376
Supplemental disclosure of cash|flow activities:
Cash paid during the year for ir‘\terest $ 558
Cash paid during the year for il:mome taxes $ 50
Supplemental disclosure of nonclash investing and financing activities:
Furniture and equipment finam‘:ed with capital lease $ 2,835

See inde;{)endent auditors’ report and accompanying notes.
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UNION CAPITAL HOLD”}‘IGS CORP. AND SUBSIDIARY UNION CAPITAL COMPANY

NOTES Td CONSOLIDATED FINANCIAL STATEMENTS

Organization

The consolidating financial sta‘tements include the accounts of Union Capital Holdings Corp. (UCHC)
and its wholly owned subsndtary Union Capital Company (UCC), collectively referred to as the
Company.

UCC, an Arizona corporation, ‘began operations in December 1999 as Inversionista Online.com, Inc.
and became a registered securities broker-dealer during 2001. The name was changed to Union
Capital Company during 2002‘ UCC operates a customer business whereby transactions are cleared
through another broker-dealer{on a fully disclosed basis in accordance with the exemption under rule
15¢3-3(k)(2)(ii) of the Securltles and Exchange Commission.

Summary of Significant Accountmq Policies
Basis of Accounting

The consolidated financial sta1ements include the accounts of UCHC and its wholly -owned subsidiary
UCC. All intercompany balapces and transactions have been eliminated in consolidation. The
consolidated financial statements of the Company have been prepared on the accrual basis of
accounting and, accordingly, reflect all significant receivables, payables and other liabilities.

Cash

For purposes of the statemelj'nt of cash flows, the Company considers all highly-liquid investments
purchased with a maturity of three months or less to be cash equivalents. There were no cash
equivalents at December 31, 2005.

P | .
Commissions Revenue and R‘ecelvable

Commissions revenue and r«=lated expenses are recognized on a trade date basis and recorded
monthly. Commissions recelvable represent commissions earned on transactions that occurred prior
to and on December 31, 2005 and paid to UCC after December 31, 2005.

Property and Equipment

Property and equment is stated at cost. The cost of maintenance, repairs and minor renewals is
charged to expense in the ye ar incurred. Expenditures that increase the useful lives of the assets are
capitalized and deprecnated | When items are retired or disposed of, the cost and accumulated
depreciation are removed from the accounts and any gain or loss is included in income.

For financial statement purposes depreciation is computed using the straight-line method over the
following estimated useful hves of the various classes of assets:

Furniture and equnpment 7 years
Computer equipment|and software 5 years

Intangible Asset

The costs for UCC to purchase its website domain name are stated at cost. These costs are being
amortized using the straight-line method over an estimated useful life of five years.

Income Taxes

UCHC and UCC file a consolidated income tax return and maintain a December 31 year-end for
financial and income tax repcértmg purposes.

The Company records deferred income tax assets and liabilities based on items of income and
expense that are reported for financial statement purposes in different periods than for income tax
purposes. The differences relate principally to the use of different methods of depreciation for

financial and tax purposes aﬂd net operating loss carryovers.

8




3.

UNION CAPITAL HOLDH\jIGS CORP. AND SUBSIDIARY UNION CAPITAL COMPANY

NOTES TOj- CONSOLIDATED FINANCIAL STATEMENTS

Summary of Significant Accourjltinq Policies, Continued

Accounting Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to makel 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.
Concentration of Credit Risk

UCC, as an introducing broks’r clears all transactions with and for customers on a fully-disclosed
basis with a clearing broker and promptly transmits all customer funds and securities to the clearmg
broker who carries all of the a‘ccounts These activities may expose UCC to off-balance sheet risk in
the event that the customer and/or clearing broker is unable to fulfill their obligations. UCC does not
maintain margin accounts for its customers, and therefore, there were no excess margin securities at

December 31, 2005.

UCC transacts its business wi1::h customers located throughout the United States and Latin America.

Net Capital

UCC, as a registered broker-dealer in securities, is subject to the Uniform Net Capital Rule of the
Securities and Exchange Commission and the related rules of the National Association of Securities
Dealers, inc. Such rules prohibit the UCC from engaging in any securities transactions whenever its
“aggregate indebtedness” (as}deﬁned by SEC rules) exceeds eight times its “net capital’ (as defined
by SEC rules) for the first year, and fifteen times its “net capital” for subsequent years.

At December 31, 2005, UCC ‘lhad a net capital requirement of $5,000 and net capital and aggregate
indebtedness of $47,673 and 8,489, respectively.

Deposits

The clearing deposit at Decerinber 31, 2005 in the amount of $35,000 represents monies on deposit
with RBC Dain Corresponder‘xt Services, the broker-dealer through which ali UCC transactions are
cleared. The deposit in the amount of $1,705 at December 31, 2005 represents monies paid in

connection with the rental of tme Company's office space.

Property and Equipment

Property and equipment consfsts of:

Furniture and equipment $ 17,705
Computer equipment and software 18,992
Total property and equi;‘ament, at cost 36,697
Less: accumulated deprecia:ltion (27,024)
Property and equipmen:t, net $ 9,673

Intangible Asset ‘
The intangible asset consists }of:

Website domain name 3 3,400
Accumulated amortization {907)
intangible asset, net ‘ $ 2,493




UNION CAPITAL HOLDleGS CORP. AND SUBSIDIARY UNION CAPITAL COMPANY
NOTES TO‘CONSOLIDATED FINANCIAL STATEMENTS

Capital Leases Payable

The Company is obligated und(=r two capital leases. The total cost of computer equipment under
these leases was $5,304 and accumulated depreciation was $1,559 at December 31, 2005.

Dell Financial, capital lease with payments of $99 per month
including interest through ‘June 2006; collateralized by computer

equipment $ 487

Dell Financial, capital lease with payments of $113 per month
including interest through July 2008; collateralized by computer

equipment 2,547
Net minimum lease paymerjlts 3,034
Capital leases, current {1,281)
Capital leases, non-current; $ 1,753

The future maximum lease paﬁ/ments due under the capital leases at December 31, 2005 are:

Year ending
December 31
2006 $ 1,952
2007 1,359
2008 793
Total lease payments 4,104
Less imputed interest ~(1,070)
Net minimum lease payments $ 3,034

Income Taxes

~ The income tax provision for fhe year ended December 31, 2005 is:

Current:
Federal $ -
State 50
50
Deferred:
Federal 10,900
State 1,250
12,150
$ 12200

The income tax provision approxmates the expected taxes using combined federal and state
statutory rates. Deferred taxes are calculated based on temporary differences in the recognition
of certain income and expense items for financial reporting and income tax purposes.
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UNION CAPITAL HOLDINJGS CORP. AND SUBSIDIARY UNION CAPITAL COMPANY

NOTES TOICONSOLIDATED FINANCIAL STATEMENTS

Income Taxes, Continued

The deferred tax asset and liability in the accompanying financial statements consists of the following
at December 31, 2005:

Deferred tax liability ‘ $ 750
Deferred tax asset $ 47,000
Less: valuation allowance (12,600)

Deferred tax asset, net $ 34,400

The net deferred tax asset is{‘ the result of approximately $208,000 and $210,000 in federal and
Arizona net operating loss carryovers, respectively. These loss carryovers are available to offset
future taxable income. The federal loss carryover expires in 2021, and the Arizona loss carryover
expires in 2006. The deferred|tax liability is the result of differences between depreciation methods
used for income tax and financial reporting purposes.

Related Party Transactions

As of December 31, 2005, UC(::: was owed $22,543 from short-term advances made to stockholders.

Commitments and Continqenciy

Commitments

The Company leases office :.pace under an operating lease that expires December 2006. Rent
expense under this lease dunqng the year ended December 31, 2005 was $24,176. The company also
leases a vehicle under an operating lease that expires July 2009. Rent expense under this lease

during the year ended December 31, 2005 was $11,910.

Future minimum lease payments under these leases are:

2006 $ 30,382
2007 6,369
2008 6,369
2009 3,719
$ 46,839
Contingency

UCC does not carry general Ii‘ability insurance, therefore, the Company’s assets are subject to loss in
the event of damage of busmess property and equipment or malpractice claims filed against the
Company or its employees As described in Note 1 above, UCC is an introducing broker and does not

hold client funds in any of its ﬁ‘sccounts

Common Stock and Options -

As of December 31, 2005, U“CHC has issued warrants for the purchase of 8,643 shares of common
stock. The warrants are convertible to one share of common stock for each warrant held. The

warrants are exercisable at $0.01 per share and expire October 26, 2006.

As of December 31, 2005, l‘JCHC has options outstanding for the purchase of 325,000 shares of
common stock at $0.01 per s1are
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UNION CAPITAL HOLDII\TIGS CORP. AND SUBSIDIARY UNION CAPITAL COMPANY

CONSOLIDATING STATEMENT OF FINANCIAL CONDITION

Assets:
Cash
Clearing deposit
Commissions receivable
Due from stockholders
Employee receivables
Investment in Union Capital Company
Deferred income tax asset, net

Total current assets

Deposits
Intangible asset, net
Property and equipment, net

Total assets

December 31, 2005

ASSETS

Liabilities: ‘
Accounts payable and accrued expenses“,
Bank overdraft
Income taxes payable
Capital lease payable, current portion
Deferred income tax liability

Total current liabilities

Capital lease payable, non-current portio[n

Total liabilities

Stockholders' equity: :
Common stock, no par value; 2,000,000
shares authorized, 1,034,759 shares
issued and outstanding
Paid-in capital
Accumulated deficit

Total stockholders' equity

Union Capital Union Capital Consolidating Consolidated
Holdings Corp. Company Adjustments Totals

$ - $ 376  § - $ 376
- 35,000 - 35,000
- 17,299 - 17,299
- 22,543 - 22,543
3,488 3,488

114,940 (114,940) -
- 34,400 - 34,400
114,940 113,106 (114,940) 113,106
- 1,705 - 1,705
- 2,493 - 2,493
- 9,673 - 9,673
$ 114,940 $ 126977 $  (114,940) § 126,977

{
LIABILITIES AND STOCKHOLDERS' EQUITY
|

$ - $ 8,253 % - $ 8,253
186 - 186
50 - - 50
- 1,281 - 1,281
- 750 - 750
236 10,284 - 10,520
- 1,753 - 1,753
236 12,037 - 12,273
458,724 458,624 (458,624) 458,724
(344,020) (343,684) 343,684 (344,020)
114,704 114,840 (114,940) 114,704
$ 114,840 § 126,877 % (114,940) § 126,977

Total fiabilities and stockholders' equity

Supplementary Information.
See independent auditors’ report.
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\
. UNION CAPITAL HOLDINGS CORP. AND SUBSIDIARY UNION CAPITAL COMPANY

CONSO“LIDATING STATEMENT OF OPERATIONS
For the year ended December 31, 2005

Union Capital Union Capital Consolidating Consolidated
Holdings Corp. Company Adjustments Totals
Revenues:
Commissions $ - $ 338,741 3 - $ 338,741
Management fees 363 - (363) -
Other income - 420 - 420
Equity in earnings of subsidiary (18,131) - 18,131 -
Total revenue (17,768) 339,161 17,768 339,161
Operating expenses:
Compensation and benefits - 206,468 - 206,468
Rent - 24,176 - 24,178
Floor brokerage and clearing costs - 21,337 - 21,337
Legal and professional fees - 13,172 - 13,172
Advertising - 11,953 - 11,953
Automobile - 11,910 - 11,910
Telephone - 11,828 - 11,828
Office expenses 540 11,244 - 11,784
Depreciation and amortization - 7,779 - 7,779
Travel and entertainment - 5,811 - 5,811
Licenses and fees - 4,916 - 4,918
Contract labor - 4,168 - 4,168
Quotes - 3,797 - 3,797
Website and internet - 2,111 - 2,111
Management fees - 363 (363) -
Total operating expenses 540 341,033 (363) 341,210
Operating loss (18,308) (1,872) 18,131 (2,049)
Other income (expense):
Interest income - 1,235 - 1,235
interest expense - (558) - (558)
Loss on disposal of property and equipment - (4,786) - (4,786)
Total other income (expense) - (4,109) - (4,109)
Loss before income tax (provision) benefit (18,308) (5,981) 18,131 (6,158)
Income tax provision 50 12,150 - 12,200
Net loss $ (18,358) § (18,131) § 18,131 $ (18,358)

Supplementary Information.
See independent auditors’ report.
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UNION CAPITAL HOLDINIGS CORP. AND SUBSIDIARY UNION CAPITAL COMPANY

CONSOLIDATIJNG STATEMENT OF STOCKHOLDERS'’ EQUITY
For the year ended December 31, 2005

Union Capital Union Capital  Consolidating  Consolidated

Holdings Corp. Company Adjustments Totals

Common stock:

Balance, December 31, 2004 3 - $ - $ - $ -

Balance, December 31, 2005 $ - $ - $ - 3 -
Paid-in capital:

Balance, December 31, 2004 3 458724 $ 458,624 §$  (458,624) $ 458,724

Balance, December 31, 2005 $ 458724 $ 458,624 $ (458,624) $ 458,724
Accumulated deficit:

Balance, December 31, 2004 $ (325,662) $ (325,553) $ 325553 % (325,662)

Net loss ‘ {18,358) (18,131) 18,131 {18,358)

Balance, December 31, 2005 ‘ 3 (344,020) $ (343,684) $ 343,684 $ (344,020)

Supplementary Information.
See independent auditors’ report.
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UNION CAPITAL HOLDIN]GS CORP. AND SUBSIDIARY UNION CAPITAL COMPANY

COMPUTATI(}DN OF NET CAPITAL UNDER RULE 15¢3-1 OF
THE SEq:URITIES AND EXCHANGE COMMISSION
For the year ended December 31, 2005

Net Capital
Consolidated stockholders' equity qlfJaIiﬂed for net capital $ 114,704
Add: ‘
Allowable credits:
Deferred tax liability ‘ 750
Capital lease for computers (allowable under SEC Rule
15¢3-1(c)(1){vii)) and (2)(iv)) 3,034
Total capital and allowable credits - 118,488
Deductions:
Nonallowable assets:

Due from stockholder ‘ 22,543

Lease deposit 1,705

Deferred tax asset ‘ 34,400

Property and equipment, net 9,673

Intangible asset, net ‘ 2,493
Net capital before haircuts ‘ 47,674
Haircuts on money market accounl} (2%) (1)
Net capital 47,673
Minimum net capital requirement 5,000
Net capital in excess of required arfnount $ 42,673
Aggregate indebtedness $ 8,489
Ratio: aggregate indebtedness to net capital 0.18

Supplementary Information.
See independent auditors’ report.
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UNION CAPITAL HOLDIPJJGS CORP. AND SUBSIDIARY UNION CAPITAL COMPANY

RECONCILIATIONS UNDER RULE 17a-5(d)(4) OF THE SECURITIES AND EXCHANGE COMMISSION

For the year ended December 31, 2005

Reconciliation of Computation of’ Net Capital:

Net Capital ‘
Net capital, per FOCUS Repoﬂ't, Part llA, page 10, line 10

Net capital, per December 31 2005 audited financial statement

The difference between net czjlpital per the FOCUS report and the audited
financial statement is due to audit adjustments with a net income effect
and consolidation of Union Capital Company with its parent company,

Union Capital Holdings Corp. for financial reporting purposes.

Aggregrate Indebtedness

Aggregate indebtedness, per FOCUS Report, Part lIA, page 11, line 19
Aggregate indebtedness, per/December 31, 2005 audited financial statement

The difference between aggrégate indebtedness per the FOCUS report and
the audited financial stateqent is due to audit adjustments and the
consolidation of Union Capital Company with its parent company, Union
Capital Holdings Corp. for financial reporting purposes.

Supplementary Information.
See independent auditors’ report.
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$ 47,673
$ 10,856
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UNION CAPITAL HOLDIl\fIGS CORP. AND SUBSIDIARY UNION CAPITAL COMPANY

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS AND INFORMATION
RELATING TO POSSESSION OR CONTROL OF SECURITIES UNDER RULE 15¢3-3 OF THE
SECURITIES AND EXCHANGE COMMISSION

Fq‘;r the year ended December 31, 2005

Exemption Provisions

The Company has claimed an exemption from Rule 15¢3-3 under Section (k)(2)(ii}, in which all customer
transactions are cleared through another broker-dealer on a fully disclosed basis.

Supplementary Information.
See independent auditors’ report.
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l_UdLUig, SCHICJCH' 8 K|eLuer‘, PLLC certified public accountants & consulrants

Chrisl‘opher Wm. Ludwig
WendH G. Schachr
Julie S. Klewer

REPORT ON INTERNAL CON';I'ROL REQUIRED BY SEC RULE 17a-5 FOR A BROKER-DEALER
CLAIMING AN EXEMPTION FROM SEC RULE 15¢3-3

To the Board of Directors and Stoc‘kho!ders
Union Capital Holdings Corp. and :ub5|drary
Union Capital Company

in planning and performing our audit of the consolidated financial statements and supplemental
schedules of Union Capital Holdings Corp. and Subsidiary Union Capital Company (the Company), for
the year ended December 31, 2()05 we considered its internal control, including control activities for
safeguardrng securities, in order to determine our auditing procedures for the purpose of expressing our
opinion on the consolidated fi fnancral statements and not to provide assurance on internal control.

Also, as required by rule 17a- 5(g)( ) of the Securities and Exchange Commission (SEC), we have made
a study of the practices and procadures followed by the company including tests of such practices and
procedures that we considered relevant to the objectives stated in rule 17a-5(g) in making the periodic
computations of aggregate |ndeb‘tedness 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 perforrn custodial functions relating to customer securities, we did not review

the practices and procedures foIloWed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons
2. Recordation of drﬁerences required by rule 17a-13

Complying with the requi rements for prompt payment for securities under Section 8 of Federal
Reserve Regulation T of t"le Board of Governors of the Federal Reserve System

The management of the Compan\/ is responsible for establishing and maintaining internal control and the
practices and procedures referrecl to in the preceding paragraph. in fulfilling this responsibility, estimates
and judgments by management are required to assess the expected benefits and related costs of controls
and of the practices and procedures referred to in the preceding paragraph and to assess whether those
practices and procedures can be [expected to achieve the SEC's above-mentioned objectives. Two of the
objectives of internal control ar‘\d 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 guthorization and recorded properly to permit the preparation of financial
statements in conformity with generalfy accepted accounting principles. Rule 17a-5(g) lists additional
objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations injinternal 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 m=‘1y become inadequate because of changes in conditions or that the
effectiveness of their design and operation may deteriorate.

Our consideration of internal cohtrol would not necessarily disclose all matters in internal control that
might be material weaknesses upder 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
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control components does not reddce to a relatively low level the risk that error or fraud in amounts that
would be material in relation to tre financial statements being audited may occur and not be detected
within a timely period by emplo&lees in the normal course of performing their assigned functions.
However, we noted no matters mvolvmg internal control, including control activities for safeguarding
securities that we consider to be materlal weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are con5|dered 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 adequate 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, and other regulatory agenues that rely on rule 17a-5(g) under the Securities and Exchange Act of

1934 in their regulation of reglstered brokers and dealers, and is not intended to be and should not be
used by anyone other than these ! pecn" led parties.

M{OL‘Q / JM%’@M&D) 2

February 3, 2006




