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OATH OR AFFIRMATION

I, BRUCE BENT 11 , swear (or affirm) that, to the best of
my knowledge ind belief the accompanying financial statement and supporting schedules pertaining to the firm of
RESRY PARTNERS ., [INC.

of DECEMBER 31 , 2005

, as

, are truc and correct. | further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprictary ipterest in any account
classified solelyas that of a customer, except as foilows:

Signature

: “ACed veayven st See
. t_r;' . ; f|' UEST Y ¢ Tillc ;
& A L LYDH: GUZMAN
, f;yzfd‘_i‘_‘/t_. _',//“{?»"./‘ff?—"-" P Notary Publiz, Slate of New York

= ' 3 No. 41-4951080
Notary Publlcy'

) Qualltied in Queens Count
d %emi:qatg Fiiec?' i New York COU"X‘Y.’;
This report ** contains (check all applicable boxes): emmmission Expiies hiay 13, 0 :
X (a) FacingPage.
& (b) Statemeat of Financial Condition.
& (c) Statement of Income (Loss).
Bl (d) Statement of Changes in Fihrtrt€wnairn. CASH FLOWS
& (e) Statement of Changes in Stockholders” Equity or Partners’ or Sole Proprietors’ Capital.
O () Statemem of Changes in Liabilities Subordinated to Clzims of Creditors.
X (g) Computation of Net Capital.
O (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
0 (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
O () A Receaciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requiremems Under Exhibit A of Rule 15¢3-3.
0
&
O

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect 10 methods of
consolidation.

(1Y An Oath or Affirmation.

(m) A copyof the SIPC Supplemental Report.
0 (n) Arepor describing any material inadequacies found to exist or found to have existed since the date of the previous audit.
X (o) Reconciliation between audited and unaudited computation of Net Capital under
“*For conditioss of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3). Pa rt 1IA Filing



SANFORD BECKER & CO,, P.C.

CERTIFIED PUBLIC ACCOUNTANTS AND BUSINESS ADVISORS

RICHARD S. BECKER, C.P.A.

1430 BROADWAY
SANFORD E. BECKER, C.P.A. NEW YOorK, N.Y. 10018
GEORGE S. GETZ, CP.A. TELEPHONE - (212)921 - 9600
FACSIMILE - (212354 - 1822
SANFORD BECKIR, C.P.A. 1992-1994

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Board of Directors
Resrv Partners, Inc.
New York, NY

We have audited the accompanying statement of financial condition of Resrv Partners,
Inc. as of December 31, 2005 and the related statements of income, changes in stockholder’s
equity and cash flows for the year then ended, that you are filing pursuant to Rule 17a-5 under
the Securtties 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 accepled 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 opinton.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Resrv Partners, Inc. as of December 31, 2005 and the results
of their operations and their cash flows for the year then ended in conformity with accounting
principles generally accepted in the United States of Amernica,

Our audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The information contained in the schedules listed on the
accompanying index is 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 of the
Securities and Exhange Commission. 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 material respects in relation to the basic financial statements taken as a whole.

New York, New York
February 11, 2006
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART I1A

BROKERORDEALER  RESRV PARTNERS, INC
¥

NaIIII | | w‘o

STATEMENT OF FINANCIAL GONDITION FOR NONCARRYING, NONCLEARING AND

1. Cash s

2. Receivables from brokers or dealers:
A, Clearance accound .........ueeomnereornen,

8. Other e,
3. Receivable from non-customers

4, Securities and spol commaodities
owned at market value:

A Exempled SECUities ......oeeeeonne e

B. Debt securities
G. Options
D. Qther securities .,

CERTAIN OTHER BROKERS OR DEALERS
25 af {MM/DD/YY)

12/31/05 99

SECFILEND. § 26731 98

Allowable
- § 1,555,584 | 200

Consotidated
Unconsalidate X | 199

Non-Allowable Total

5 1,555,564 [750]

i 295
- 175,712 3008 550 175,712 | 810
............ 355 600 | % 830

157,823 [ 418
419
420
424

E. Spol commodiies
5. Securities and/or ether investments

ot readily marketable:

A Atcosty $

% 430

B. Atestimated far value .

6. Securities borrowed under subordination

........... 440

157,823 [850]

610 860

agreements and partners’ individual and capital

segurities accounts, at market value:
A Exempled
securities §

460

8. Other
securities §

7. Secured demand A01ES: .o..ooervereecrnrnn.

Market value of colateral:
A, Exempted
securities $

........... 470

630 880

540 | 880

B. Other
securities §

8. Memberships in exchanges;
A Owned, at
market  §

150

B. Owned, at oSt .vvevcrrnee e

C. Contibuted for use of the eompany, at
MAKEIVAIUL et

9. Investment in and receivables from affiliates,

subsidiaries and associated partnerships .......

10. Property, fumiture, equipment, leasehold

650

660 800

................ 480

670 810

improvements ang rights under lease agreements,

al cost-net of accumulated depeeciation and
Fmoitization ......

450

11, Other assets

680 |y 820

535

12.  TOTAL ASSETS

735 930

1,883 899 1540%

4015 1.98% 299 940

SEE NOTES TO FINANCIAL STATEMENTS
: PAGE 2

OMIT PENRIES
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART 1A

BROKER OR DEALER RESRV PARTNERS, INC.

asof 127/31/05

STATEMENT OF FINANGIAL CONDITION FOR NONCARRYING, NONCLEARING AND
CERTAIN OTHER BROKERS OR DEALERS

LIABILITIES AND OWNERSHIP EQUITY

SEE NOTES TO FINANCIAL STATEMENTS
PAGE 3

SEC 1696 (02-03) 5 of 16

Al Non-A.L
Liabilities Liabilities Liabilities Total
13. Bank 10ans payable .......oeeeeeoereeeeeeeeerere e § [1045] § [1255]% § f1470}
14, Payable to brokers or dealers: .
A, ClBArance 3C00UN ... seesaeeneenenoenn 1,524 034 [i114 1315 1,524 084 1560
8. Other . " o 1115 1305 1540
15. Payable to non-customers 1155 1355 1610
16. Securities sold notyet purchased,
A MAKEL VAL ... e teeesibes oo [1360] {1620l
17. Accounts payable, accrued liabilities,
xPENSES AN OMEN .oe.eerr e 1205 [1385] [1e83)
18. Notes and morigages payable:
A URSBEUMBD oo s bt saes e 1210 1690
B. Secured 1211] %, [1390] %, 1700
19. E. Liabilities subortinated to claims .
of general creditors:
Ao Cash DOMOWINS: ...ovoevoe oo 1400 [17106]
1. from outsidersy $ [Cg7d]
2. includes equity subordination [15¢3-1{d
of ... $ [_980]
B. Securities bomwings, at market value ............ 1410} [1739)
from outsiders 13 [Tg90]
C. Pursuant to secured demand note
callataral GQrEAmMENLS ooomeeeeiere v eaeens {1420 [1730]
1. from qutsiders $ - f1000] :
2. includes equity subardination [15¢3-1(d - :
of ... $ 1010
D. Exchange memberships ¢antributed far
use of company, at market value .......ococovvene.e 1430 1740)
E. Accounts andother bomowings not
qualitied for net capital purposes .........ceccevuecene, . 1220 . 1440 1750
,20. TOTAL LEBILITIES oooreer v vorevcvrvssess s s $_ 1,524 084 [1230} s 1450 $_1,524 0R4 . [176D
Ownership Equity '
21, G018 PTODTBIOISRUP e ovvccveeeeenceeceieees e oo bas b beess eesems et e ses e s smsmss st eSSttt et £ ot et oemeeseeresoeemeeeene T 1770
22. Partnership (lEmited parers) .ooeveveeeeeeee e (3 10201) 1780
23. Corporation:
A Preterred Stock .oeeeecenns e | Fihl
B. Common StOck................ 175.000 1792
C. Additional paid-in capital 179
D. Retained earmigs .. 139 815 1794
[ (11 D - Jed 315 1795
F. 1255 CADHAL SIOCK IN ABASURY ..o oo ceececeeee sy s sta st st st st crmmse s emseses e seeeee s s sm et s eet et et eS8 ses e seeseess oo sl ) 1796
24. TOTAL ONNERSHIP EQUITY .. Je4 215. |1800
25, TOTAL LIBILITIES AND OWNERSHIP EQUITY o.oo..orveriesoss i snsrssssieesss e esstteeammssesesesesemscenssessssseeesssseressassseesssssmssessseseeseons $ 1.23%% %939 -[1810
OMIT PENNIES



RESRV PARTNERS, INC.
STATEMENT OF EARNINGS
YEAR ENDED DECEMBER 31, 2005

REVENUE

Fees 16,903,272

Dividends Received 36,510
TOTAL 16,939,782

EXPENSE

Distribution Assistance 16,865,689

State and Local Taxes 1,115

General Expenses 2,850
TOTAL 16,869,654

INCOME BEFORE FEDERAL INCOME TAX 70,128

Deduct: Provision for Federal Income Tax (2) -

NET INCOME 70,128

SEE NOTES TO FINANCIAL STATEMENTS
PAGE 4



RESRV PARTNERS, INC.
STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY
YEAR ENDED DECEMBER 31, 2005 |

COMMON RETAINED
STOCK EARNINGS TOTAL

BALANCE January 1, 2005 175,000 119,687 294,687
Add:

Net Income for the Year ) 70,128 70,128
Deduct:

BALANCE at December 31, 2005 175,000 189,815 364,815

SEE NOTES TO FINANCIAL STATEMENTS
PAGE 5




RESRV PARTNERS, INC.
STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2005
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

Cash Flows from Operating Activities:

Net Income 70,128
Adjustments to Reconcile Net Income to Net Cash
Provided by Operating Activities

Increases in Amounts Payabie to Brokers or Dealers 139,858
Increase in Receivables from Non-Customers and Customers - (131,615) 8,243
Net Cash Provided by Operating Activities ' 78,371

Cash Flows from Investing Activities:

Decrease in Securities Owned ' 46,814

Nel Cash Provided by Investing Activities ' 46,814

Net Increase in Cash and Cash Equivalents 125,185
Cash and Cash Equivalents at Beginning of Year 1,430,379
Cash and Cash Equivalents at End of Year 1,555,564

SEE NOTES TO FINANCIAL STATEMENTS
PAGE 6




RESRVE PARTNERS, INC,
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2005

(}) Summary of Significant Accounting Policies:
Securities owned are valued at market

The corporation was incorporated in New York State on August 26, 1981 and became

registered as a broker-dealer on October 19, 1981.

(2) The corporation and its shareholders have elected effective January 1, 2002 to be treated
as a Subchapter S Corporation under applicable Federal and New York State law.
Accordingly, no provision has been made for Federal and NY State Corporation taxes,

(3) Net Capital Requirements:
The corporation is subject to the Uniform Net Capital Rule (Rule 15C3-1) of the
Securities Act of 1934, which requires the corporation to maintain a ratio of aggregate
indebtedness to net capital as defined not exceed 15 to | . At December 31, 2005 Resrv
Partners, Inc. Net Capital was $330,552 whereas the required Net Capital was $101,605.

The ratio of Aggregate Indebtedness to net Capital was 461% compared to a maximum
amount allowable of 1500%.

(4) Nature of Operations:

Resrv Partners, Inc. is a distributor of the Reserve/Hallmark Family of Funds portfolios.
The corporation is a “Principal Underwriter” for the fund within the meaning of the
investment company act of 1940

(5) Use of Estimates in the preparation of financial statements:
The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and
habilities 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.

(6) The corporation maintains cash in bank accounts which at times may exceed federally
insured limits.

(7) The corporation is exempt under Rule 17a(5)(d)(4) the computation of Net Capital and
aggregate indebtedness as of December 31, 2005 shows no material differences from

corresponding unaudited statements filed by Resrv Partmers, Inc. as of December 31,
200s.

(8) The corporation is exempt under Rule 15C3-3. We have ascertained that the condition of
this exemption was being complied with as of December 31, 2005 and that no facts came

to our attention to indicated that the exemption had not been complied with during this
period. '

PAGE 7



FINANCIAL AND OPERATIONAL COMB[NED UNIFORM SINGLE REPORT
PARTIA

BROKER OR DEALER RESRV PARTNERS, INC. asof _12/31/05

COMPUTATION OF NET CAPITAL

1. Total ownership ety from Statement of FINANCIAI CORMION ..........eooveecesecresiseceisme e e reesesenme s e sseesseseeemsssssasnesssseesemessessmnsre 364 315 |3480
2. Deduct ownership equity not allowable for Net Capital - Tl 1 3490
3. Total ewnership ecuity qualilied for Net Capitai ......... 384 815 3500
4. Add:
A, Liabilities subodinated te clzims of general creditors allowable in ComMPUIBHON 0F AEL CAPIAL ....vco. oo s sressserremervereee 3520
B. Other {deductions} or allowable Credits (LISt .o ene s eneaee 3525
5. Total capital and akwable SUDOFGINAMED HADIEES .........veeeeeeeee oo ecssss oo e eses st eanaese st seeeseeeeeess s sese s $ 364 .815 -}3630
6. Deductions and/or tharges:
A. Tolal non-allowable assets from
Statement of Fnancial Condition (Notes B and €)...cvvveveveeceeeee. e L § 3540
8. Secured demard note delinguency .. 3530
C. Commodity fuires contracts and spot commodmes -
proprietary captal charges ... . bbbk sbes 3600
0. Other deductions and/Or CRARGES ... ettt ee e ees et reme e 3810) ¢ 113620
7. Other additions andor BHOWEDIE CTEAIS {LIST) _o..v.iiiiuroicre e eeeec e cescoeersaessaneessecsmsse s e esesaesemeemre s resseresersessss oes e eree oo oee oo eoos oo 3630
B. Net capital before hircuts en securities positions e PR RS 4 E e e e et e mes seres $ 384 815 13640
9, HaircUts on Securites {computed, where applicable, pursuant to 15¢3- 1(!])
A, Contractual SEUItES COMMEBMEBILS ....vovvueieersesveesscsssossescoseceseee e reeesessessesresessseseeseerasessessaes 3 3660
8. Subordinated securities borrawings 3670
C. Trading and imestment securities: -
1, EXEMPLEd SBEUNIES .. ovvvevevevessssterese e ceoneecosesee emssssm e sssssanrenans T 34,243 [3735
2. Debt securities ... et reneeaee ek aes oy € aeueem st e eebrec e s e cr e At e 3733
J OPlONS oottt e ettt bt e et et s e e st s ent st oo seareranreneemn 3730
4, Qther secuities.... 3734
D. Undue Conceryation ... e b ek feseaseeen e es e e 1 et et SeR SRR e 8 et eemsent et ren 3650] . .
T (1 SO 3736] | 34,263 3740} -

B HEL CDIAL 1rv e ececeeeecece s tnesar et smsase s e sesssses s eese s e smrmeneme st s 1ot oo sesessesesoeeeeeeeees e oereeeeeeeronreeees | § 330,552 [a7s0)

OMIT PENNIES

SEE NOTES TO FINANCIAL STATEMENTS
PAGE 8
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART lIA

BROKER OR DEALER RESRV PARTNERS, INC asof _12/31 /05

COMPUTATION OF NET CAPITAL REQUIREMENT

Part A

11 Minimym aet capital iequired (6%,% of line 19) T Y 101 . &0S 31756)
12. Minimum dollar nel capital requirement of reporting broker or deales and minimum pet capital requirement
of subsidiaries compuled in accordance with Note (A) .. . $ 25,000 (3158
$ 101,605 [37e0
s
S

13. Net capital requirement (greater of fine 11 or 12} ...
14. Excess net capital {line 10 less 13} oo . 2728 947 1770
15. Excess net capital al 1000% {line 10 tess 10% of line 19) e s b A e e et seee et oo 23 3780

COMPUTATION OF AGGREGATE INDEBTEDNESS

16. Total A.l. liabilities trom Statement of Financial U S .524 034 [7790]
17. Ada:

A, Drafts tor immediate credit OSSO ROD 1Y (3800

B. Market value of secusities borrowed for which no equivalent value

i5 03I OF CREOLEM ooceverermemeerever e 3810

€. Oter unrecorded amounts {List) .. 3820 % 3830
18. Tetal aggreqate indebledness ..... ..o . $_1.574 084 [3aw
19, Percentage of aggiegate indebledness to net capital fing 18 + by line 10) ... .. T L1 del7Z {1850
20. Percentage of cebllo debt-equity total computed in accordance with Aule 15¢3-3{d) ...... % ~ 3860

' COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT

Part B
21, 2% of combined aggregate debil items as shown in Formula for Reserve Requirenents pursuant to Rute 15¢3-3 NOT

prepared a5 of the dale of the net capital computation.including both brokers or dealers and consolidated subsidiaries' dedits.......... s APPL [ CABL Ef3a70)
22. Minimum dollar ne! capital requirement of reporting broker or dealer and minimum net capilat requirement of

subsidiaries compuied in accordance with Note {A) ................ s JBA0
23. Net capital requirement (greater of line 21 or 22} .... s 3760
24. Excess capital (ine 109885 23} .o H 1010
25. Net capitat in excess of the greater of;

A. 5% of combined aggregate debit items o $120.000 OO OSSN 1 3520

NOTES:

(A) The minimum net capital requirement should be computed by adding the minimum dollar net ¢apital requirement of the reporting broxer dealer and, tar each

subsidiary 1o be cansolidated, the greater of:
1. Minimum dollar net capital requirement | or
2. BY% of aggregate incebledness or 4% of agoregate debits i aliemnative method is used.

{8} Do not deduct the value of securities borrowed under subardination agreements or secured demand note covered by subordination agreements not in satistactory foim
2nd the market vahes of memberships in exchanges contributed for use of company (contra to item 1740) and pariners’ securities which were included in non-allowable
assels.

(C) For reports filed pursuant to paragraph {d) of Rule 17a-5, respondent shauld provide a list of matertal non-allowable assets.

SEE NOTES TO FINANCIAL STATEMENTS
PAGE 9
SEC 1696 (02-03) 9 of 16
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART 11A

BROKER OR DEALER RESRV PARTNERS, INC. - asof _12/31/05

EXEMPTIVE PROVISION UNGER RULE 15¢3-3

24. If an exemption from Aule 15¢3-1 is claimed, identify belaw the section upon which such exemption is based (check one only)

A (M — . , A LIMITED BUSINESS MUTUAL FUNDS ONLY X 1550
B. (KH2)A) — "Special Account for the Exclusive Benefit of CUSIIMETS™ MAINAIR oo 4560
C. (K)(2)(B) — Al customer transactions cleared through another broker-dealer on a fully disclosed basis.
Name of clearing firm?, 4335 4570
D. (k)(3) — Exempted by order of the Commissian (include copy of leten)........ooooooooooo 4580
Gwnership Equity and Subordinated Liabilities maturing or proposed to be withdrawn within the next six months
and acervals, (as defined below), which have not been deducted in the computation of Net Capital,
Type of Proposes Amount to be
Withdrawal or Withdrawn (cash (MMDDYY) _ Expect
Accrual Insider or amount and/ar Net . Withdrawal ar {0
(See below Outsider? Capital Value of Maturity Renew
for coda ) Name of Lender or Contributar {In or Out) Securities) Date {Yes or No}
W [4600] [4601 4602 {4603} [4604] 4605]
s {451 1]} I 4611 4612 I 4613] 4614 4615 |
k" 4620 [4621] 4622 4623 4524 4625]
k7 4630 4631{ 4632 l 4633 4634 [ 4635
%5 4640 4641 4642 [ 4643 4644] {4645
Total $% 4639
OMIT PENNIES

Instructions: Detail Listing must inglude the totat of items maturing during the six manth peniod following the repant date, regardiess af whether or nol the capital contribution is
expected o be renewed. The schedule must also include proposed capital withdrawals scheduled within the six manth peried following the report date including
the proposed redemption of stack and anticipated accruals which would cause a reduction of Net Capital. These anticipaied accruals would include amaunts of
bonuses, partners' drawing accounts, taxes. and interest an capital, voluntary contibutions to pension er profis sharing plans, etc., which have not been deducted
in the computation of Net Capital, but which you anticipate will be paid within the next six months.

WITHDRAWAL CODE: DESCRIPTIONS
1. Equity Capital )
2. Subordinated Liabilities - i
3. Accruals

SEE NOTES TO FINANCIAL STATEMENTS
PAGE 10
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RECONCILIATION OF COMPUTATION OF NET CAPITAL PURSUANT TO
UNIFORM NET VAPITAL RULE 15c3-1 TO CORPORATION'S CORRESPONDING
UNAUDITED FORM X-17A-5 PART IIA FILING
December 31, 2005

Unaudited computation of Net Capital — December 31, 2005 Filing 330,552

l _ RESRV PARTNERS, INC.
|
By Broker/Dealer

Audited Computation of Net Capital — December 31, 2005 Filing 330,352
By Broker/Dealer

SEE NOTES TO FINANCIAL STATEMENTS
PAGE 11



SANFORD BECKER & CO,, P.C.

CERTIFIED PUBLIC ACCOUNTANTS AND BUSINESS ADVISORS

RICHARD S. BECKER, C.PA.

1430 BROADWAY
SANFORD E. BECKER, C.PA. NEw York, N.Y. 10012
GEORGE S. GETZ, C.P.A. TELEPHONE - (212) 971 - 9000
FACSIMILE -(212) 154 ~ 1812
SANFORD BECKER, C.P.A. 1922-1994

REPORT ON INTERNAL CONTROL

Board of Directors
Resrv Partners, Inc.

In planning and performing our audit of the financial statements and supplemental
schedules of Resrv Fund, Inc., for the year ended December 31, 2005, we considered its internal
control structure including procedures 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 the internal contro} structure.

Also, as required by rule 17A-5 (g) (1) of the Securities and Exchange Commission, we
have made a study of the practices and procedures followed by Resrv Partners, Inc., 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 indebtedness (or aggregate debits)
and net capital under rule 17A-3 (a) (ii) and or determining compliance with the exemptive
provisions of Rule 15¢3-3. Because the company does not carry securities account for customers
or perform custodial functions relating to customer securities, we did not review the practices
and procedures followed by the company n 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 Systems.

The management of the company is responsible for establishing and maintaining an
internal control structure and practices and procedures referred to in the preceding paragraph. In
fulfilling this responsibility, estimates and Judgments by management are required to assess the
expected benefits and related costs of internal control structure policies and procedures and of
the practices and procedures referred to in the preceding paragraph and to assess whether those
practices and procedures can be expecled to achieve the Commission’s above-mentioned
objectives. Two of the objectives of an internal control structure and the practices and
procedures are to provide management with reasonable, but not absolute, assurance that assets
for which the company has responsibility and safeguarded against loss from unauthorized use or
disposition and that the transactions are executed in accordance with management’s
authorization and recorded properly to permit preparation of financial statements in conformity

PAGE 12



with generally accepted accounting principles. Rule 17a-5(g) lists additional objectives of the
practices and procedures listed in the preceding paragraph.

Because of inherent limitations in an internal control structure or the practices and procedures
referred to above, errors or irregularities 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 an operation may
deteriorate.

Our consideration of the internal control structure would not necessarily disclose ail
matters in the intemal control structure that might be matenal witnesses under standards
established by American Institute of Certified Public Accountants. A material witness is a
condition in which the design or operation of the specific internal control structure elements does
not reduce to a relatively low level the risk that errors or irregularities 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 the internal control structure, including procedures for
safeguarding secunties that we considered 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 Commission 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 accomplish such objectives in all material respects
indicated 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 Commission’s objectives.

This report is intended solely for the use of management, the Securities Exchange
Commission, and other regulatory agencies which rely on Rule 17a-5(g) under the Securities
Exchange Act of 1934 and should not be used for any other purpose.

New York, New York
February 12, 2006
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