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A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER: SECURITIES AND EXCHANGE COMMISSION o

OHIO SAVINGS {AVINgt SECURITIES, INC. , RECEIVED

} N(}V 2 4 ‘7nnﬁ FIRM 1D, NO.
ADDRESS OF (l;RINCIPAL PLACE OF BUSINESS: - '
(Do notuse P.0. Box No.J BRANCH OF REGISTRATIONS
1801 EAST NINTH STREET Mﬂﬁ“ﬁm
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(City) (State) (Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON T(O CONTACT IN REGARD TO THIS REPORT

ALAN W. PRESBY ' 216-588-4455

(Area Code -~ Telephone No.)}

B. ACCOUNTANT IDENTIFICATION o PROCES_S_E[L

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report"

{(Name -- if individual, state lagt, firgt, middle name) . DEC 2 G 20[]6
DELOITTE & TOUCHE LLP - THO

: | ) FINANCIAL
127 PUBLIC SQUARE CLEVELAND 'OH : 44114
(ADDRESS) Number and Street ' City State Zip Code
CHECK ONE:. '

X | Certified Public Accountant
Public Accountant

Accountant not resident in United States or any of its possessions.

FOR OFFICIAL USE ONLY

*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public

accountant must be supported by a statement of facts and circumstances relied on as the basis for the exemption. See section
240.17a-5(e)(2).
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OATH OR AFFIRMATION

I, CAROL SEVERINO swear (or affirm) that, to the best of my lmowledge and belief the accompanying
financial statements and supporting schedules pertaining to the firm of OHIO SAVINGS SECURITIES,
INC as of SEPTEMBER 30,.2006, are true and correct. I further swear (or affirm) that nexther the
com oy, @d partner, proprletor, principal officer or director has any proprietary interest in any

aceoy solely as that of a customer. .
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s (e = CAROL SEVERINO
E.k ) TS  VICE PRESIDENT AND DIRECTOR OF
z WY 5 COMPLIANCE
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Notary P ub;hc Notary Public, State of Ohio. >/

My Commission Expires /, ,,?.3/;).9,9
Hecorded In Lake County /

This report ** contams (check all appliceble boxes):

(a) Facing Page
(b) Statement of Financial Condition
{(c) Statement of Income
(d) Statement of Cash Flows
(e) Statement of Changes in Stockholder's Equity of Partners or Sole Proprietor's
Capital
() Statement of Changes in Liabilities Subordinated to Clmms of Creditors
(g) Computation of Net Capital ;
(b) Computation for Determination of Reserve Requirement Pursuant to Rule 15¢3-3
(i) Informatlon Relating to the Possession or Control Requirements Under Rule
- 15¢3-3 4
G A Reconciliation, including app;’opnate explanation, of the computation of Net
Capital Under Rule 15¢3-1 and the Computation for Determination of the
Reserve Requirements Under Exhibit A Rule 15¢3-3
Schedule of Segregation Requirements and Funds in Segregatlon Pursuant to
Commodity Exchange Act
(k) A Reconciliation between the audited and unaudited Statements of Financial
‘ Condition with respect to methods of consolidation

t

¥

(1) An Oath or Affirmation !
(m) A Copy of the SIPC Supplemental Report ’

(n) AReport descrlbmg any material 1nadequacles found to exist or found to have
' existed since the date of the previous audit 3 ‘

4 OHO0 0 O0H] B

{0) . Independent Auditors' report on Internal Control

** For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(eX3)
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' To the Board of Directors of

Deloitte. IR—

| Suite 3300 |

r' 127 Public Square
Cleveland, OH 44114-1291
usa

Tel: +1 216 589 1300
Fax: +1 216 589 1369

4 www.deloitte.com

INDEPE_NDENT AUDITORS’ REPOR

|
|
|
|
|
I
r
l
[
Ohio Savmgs Securities, Inc. |
Cleveland Ohlo l

i

We have audited the following financial statements of Ohio Savings Seeurmes Inc. (the “Company™), a
wholly owned subsidiary of Ohio Savings Ftnanc1al Corporation, for the year ended September 30 ;, 2006,
that you are ﬁlmg pursuant to Rule 17a-5 under the Securities Exchange Act of 1934: :

—————

!
| i ‘ Page
State:ment of Financial Condition | : F | 3
|
Statement of Operations : T 4
State':ment of Changes in Stockhclllers Equity i ' )
Statement of Cash Flows ' : | 6
These ﬁnalnglal statements are the responSIblhty of the Company’s management Our responsnblllty is to
express an oplmon on these financial statements based on our audit. :

We conducted our audit in accordance wnth auditing standards generally accepted in the United States of
Ameérica. 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 consideration of
Jinternal ccntrol over financial reporting as a basis for desngnmg audit p'rodedures that are appropriate in -
the circumstances, but not for the purpose'of expressing an opinion on the effectiveness of the Company’s
internal control over financial repomng Accordlngly, we express no sdch opinion. An audit also includes
‘examining, on a test basis, evidence supportmg the amounts and dlsclosures in the financial statements,
‘assessing thé accounting principles used and significant estimates made bly management, as well as
evaluating the overall financial statement presentatlon We believe that our audit provides a reasonable -

basis for our opmion | I
i i
b

- l
In our 0p|n|on such financial statements present fairly, in all material respects the financial position of

'the Company at September 30, 2606, and the results of its operations and s cash flows for the year then
ended in conformity with accounting prmclples generally accepted in the United States of America.

r

! }

Member of
Deloitte Touche Tohmatsu




Our audlt was conducted for the purpose of forming an opinion on the basxlc financial statements taken as
a whole The.followmg supplemental schedule of the Company as of September 30, 2006, is presented for
the purpose of additional analysis and is not a required part of the basic It:onsolldated financial statements,
but is supplementary information required by Rule 17a-5 under the Securities Exchange Act of 1934

. Page
L |

: P Computatlon of Net Capital Pursuant to Rule 15¢3-1 of the Securities

LI I T and Exchange Commission I 11
L

i Thls schedule is the responsibility of the Company’s management. Such schedule has been subjected to
- the audltmg procedures applied in our dudlt of the basic financial statements and, in our opinion, is fairly
oo stated in all materlal respects when con51dered in relation to the basic ﬁnanc:al statements taken asa

whole Y | ’
|

m |
'
§
i

i
t
i
|
f
|
|
I
i
t
i.
1.




1.14. l

OHIO SAVINGS SECURITIES INC

(A Wholly Owned Subsidiary of Ohio Savings Financial

STATEMENT OF FINANCIAL CONDITION

Corporation)

AS OF SEPTEMBER 30,2006 |

ASSETS

CASH AND CASH EQUIVALENTS
INVESTMENT IN SECURITIES
RECE!NAB;I,E FROM BROKERS AT\ID DEALERS

DEPOSIT WITH CLEARING BROKER

OFFICE PR:OPERTIES AND EQUIPME}'IT—net

‘ I
PREPAID EXPENSES AND OTHER ASSETS
i |
TOTAL ' :
- |
LIABILITIES AND STOCKHOLDER'SJ
[
LIABILITIES
Due to affiliate—net
Accounts payable and accrued expenses
Deferred: tax liability :

EQUITY

t

+ Total habllmes )
' | | I
STOCKHOLDER'S EQUITY: \

Capltal stock, no par value—500 shares e:luthonzed issued and outstandmg

Paid-in capital
Accumulated other comprehensive i mcome
Accumulated deficit

Totalfstockho!der's equity

TOTAL : ’

See notes to financial statements.

$ 1,699,918
19,453
350,802
50,000
84,809
36,373

$ 2231355

$ 136,075
696,808
5,920

838,803

500
1,549,500
3,752

(161.200)
1,392,552

$ 2231355



OHIO SAVINGS SECURITIES, INC.

(A'Wholly |0wned Subsidiary of Ohlo Savings Financial’ Corporatton)

STATEMENT OF OPERATIONS

|
. FOR THE YEAR ENDED SEPTEMBER 30, 2006

b

1
| FEDERAL INCOME TAX EXPENSE:

=.te B

REVENUES :
! Commissions :
Interest Q |

Management fees—Ohio Savings ]nsuran]ce Agency

Other';i

ﬁ Total revenues

i

EXPENSES |

! Compensatlon i
Management fess—Ohio Savings Bank '

| Clearance charges
Commumcat:ons and data processing
Equrpment rental and office occupancy expenses
Professronal services !

| Postage | || f

' Reahzed loss on sale of securities
'Loss on dlsposal of fixed assets
Other operaitmg expenses

Total'expenses
. |
INCOME BEFORE FEDERAL INCOME®
\ t

. ______’_i___ﬁ —_—

Current tax Iexpense
Deferred tax benefit

: thaltlgfederal 1n_come tax expense

N
NET mcor\‘as

i l
' cle
See notes to ‘financial statements.
! '
i

AX EXPENSE

$7,707,794
03,273
41,959 -

17

7,753,043

4,392,940
1,629,864
249,532
35,610

- 149,156
102,352
70,932

' 3,444
32,206
120,380

6,786,416

966,627

|
3?3,600
(6,800)

336,800

$ 629,827



- ———

B i e il fm—— e T— .

et —— gt e

Lot

1

]
OHIO SAVINGS SECURITIES, INC

(A Wholly Owned Subsidiary of Ohio Savings FlnanclaI‘Corporation)
' I
STATEMENT OF CHANGES IN STOCKHOLDER S EQUITY ' l
FOR THE YEAR ENDED SEPTEMBER 30, 2006 \
t S B N
RN |
o ] i . I Accumulated
SRR - | Other
l o ' Capital  Paid-in Accumulated Comprehensive
P |i ! Stock Capital Def'c||t Income Total
N : |
' BALANCE——-i- ptcmbcr30 2005 "~ %500 $2,549,500 $ (791,027 $ - $ 1,758,973
| Comprehens:ve income: . j
! Net income % ' 629,827 629,827
' Unrcahzcd gam on securities classified ' ; J‘
as avallablc for sale—net of tax effect ' ‘ 3,752 3,752
H | '
| : ’
! Total é:omprchcnsivc income f 633,579
l : L i I i
Rclum of capltal !
. (52,000 per share) | (1,000,000) ! {1,000,000)
' I :
BALANCI::—;Sr::ptembcr 30, 2006 $ |500 $1,549,500 $ (161,200) $3,752 $ 1,392,552 :
- | |
See notes to fnj%mcial statements. | ’
' : |
| 1
‘ |
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|
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OHIO SAVINGS SECURITIES INC. '
(A Wholly Owned Sub3|d|ary of Ohio Savings Flnanclall Corporation)

} i [
STATEMENT OF CASH FLOWS !
FOR THE YEAR ENDED SEPTEMBER 30, 2006

CASH FLOWS FROM OPERATING ACTIVITIES: \

Net income - $ 629,827
Ad_]ustments to reconcile net income to net cash provided by operating activities:
_ ' Deprecmtlon and amortization. | | : 39 470
! Loss on'sale of securities \ | " 3,444
Loss on dlsposal of fixed assets ‘ *32 206
! Deferred tax beneﬁt 1(6,800)
" Net purchases and sales of securities (2 586)
¢ Changes m assets and liabilities: : }
‘ Decrease in recewables from brokers and dealers *S 1 ,969
! | Decrease in deposnt with clearing broker : 24,027
Increase in prepaid expenses and other assets l (18,720)
! Increase in due to affiliate ' o 81,221
: Increase} in accounts payable and accrued expenses | 152,509
! i \ i |
Pt [,
- Net CI?Sh provided by operatmg actmtles : ! 986,567
CASH FLOWS FROM INVESTING ACTIVITIES |
: Purchase oil’ office properties and equ:pmlent | (50,746)
i' I I r‘ ! )
* ! |
Cash hsed in investing activities | | (50,746)
! : H
CASH FLOWS FROM FINANCING ACTIVITIES: |
Retum of cépual ; (1,000,000)
; !
Caslh used in financing activities l : (1,000,000)
v 5 { | i | :
| .
NET| DEC‘REASE IN CASH AND CASHEEQUIVALENTS |1 : § (64,179)
i ! ! ’
CASH AND CASH EQUIVALENTS | | '
L Begmmng of year .i | 1,764,097
\ I
End of 3 yeaxj ' ! $ 1,699,918
o | '
Cobe :
o | )
See notes to financial statements. l 'r
i P! ' 1!
| |
| I
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-OHIO SlAVINGS SECURITIES INC. - f
(A Whollyllowned Subsidiary of Ohlo Savmgs Financial Corporation)

|
NOTES TO FINANCIAL STATEMENTS '
AS OF AND FOR THE YEAR ENDED SEPTEMBER 30, 2006 '

. - T

| ' |-
. GENERAL INFORMATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Ch |
' | tho Savmgs Securities, Inc. (thex“Company Yisa reglstered noncleanng broker and dealer in
, secuntles The Company was mcorporated in June 1983, obtained’ 1ts securities dealer licenses in
’ January 1984, and began offering’ aco{ounts shortly thereafter. The ‘Company primarily operates in Ohio,
i Florlda and Arizona by offering mvestment advice and completing transactions for its customers. The
I { Company is a wholly owned sub51dlary of Ohio Savings F 1nanc1al Corporatlon :
; | I
i Bas:.sl of Presentation—The ﬁnancnal statements have been prepared in oonfonmty with accounting
prmc1ples generally accepted in the qmted States of America. In preparmg the financial statements,
management is required to make estimates and assumptions that af’fect the reported amounts of assets
| " ‘and hablhtles and disclosures of contmgent assets and liabilities at the date of the financial statements
. and the reported amounts of revenues and expenses for the reportmglpenod Actual results could differ
from, thpse estimates. f :
l
CashI Eqmva!ents-u'l’he Company con51ders all highly liquid mvestments with a term of three months
-or less to be cash equivalents. Such amounts are considered short:term in nature; therefore the carrying
am](:ount| approximates fair value.
| il
i | Comm:ssmns Recewable—Comm:ssnons receivable and related revenues and accrued expenses are
recorldjd in the accompanying financial statements on a trade-date ba51s :
! !
}
Inveslmems—The Company holds an investment in NASD stock Wthh is considered avallable for sale
and is valued at fair value. Purchases and sales of investments are recorded on a trade-date basns '
? Reallzed gains and losses from investment transactions are reported on the specific identification
method i
' i
: DeprI'ecltatmn—Deprecmtlon is provnded on a straight-line basis using the estimated useful life of assets
I - ranglmg from 3 to 10 years. |
o, b ! }
f : ‘
\ ' Federtil Income Taxes—The Comp:llny provides federal income taxes in accordance with the asset and
: i lrablltty method as if it filed separatelly - | '
! . . }I |
2. RELATED PARTY TRANSACTIONS i
. i , { ! .
- The Company maintains noninterest-bearing deposits at Ohio Sav /ings Bank (the “Bank”), a wholly
owned subsidiary of Ohio Savings Fmanmal Corporation. As of ?eptember 30, 2006, the Company held

$1,3 16 806-0n deposit with the Bank. . y
|

Underfan agreement with the Bank the Bank provndes certain management services for the benefit of the
b Company Services include office space furnishings, general management accounting, and clerical
: serv;ces In consideration for the ser}v:ces provided, the Company mcurred $1,629,864 in management

. fees! and $49,457 in rent for the year ended September 30, 2006. In addition, the Bank pays select

Y o .
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1

' pretax aecountmg income for fiscal 2006

operatlng expenses for the Company for which the Company subs

eql.ilently reimburses the Bank. At

September 30, 2006, the Company had net payables in the amount.of $136,075 due to the Bank.

Fmanc:al Corporation, the Company provides certain management
Savmgs Insurance Agency. Services mclude general management

: Under an agreement with Ohio Savings Insurance Agency, a who]ly owned subsidiary of Ohio Savings

t servnces for the benefit of Ohlo
] sales and clerical services: In

consideration for the services prov1ded $41,959 in management fees for the year ended September 30,

2006, was earned from Ohio Savmgs'[nsurance Agency.

OFFICE PROPERTIES AND EQUIPMENT
I

!
F
\

At September 30, 2006, office properties and equipment, less accumulated depreciation and

amortlziatton consisted of the followmg
L l
Fumlture and fixtures a
Equrpment }
Leasehold rmprovements
Ccinsltruetron in process ‘i

|
Total office properties and bquipment

!
L
|||
l

F
Less accumulated depreciation and amortization
TOtaj office properties and equipment—net
o
1o

. '
LFEDIERAL INCOME TAXES |

| !
The o;i)leratmg results of the Company and other affiliated entztles

, | f

| $ 49,265
_ } 117,499
46,235

100

(128,290)

i | | 213,099
1’ $ . 84,809
’ '

are included in the consolldated

federal i rincome tax return of its parent Ohio Savings Financial Corporatlon The Company relmbursed

its pardnt company $359,100 for federal income taxes paid on it

behalf. The federal income tax expense

shown in the accompanying statemer'rt of operations is equal to ap'proxmately 35% of the Company’s

The net tax effects of temporary differences that give rise to signifi
assets and deferred tax liabilities at September 30, 2006, are as fo

ifi cant portions of the deferred tax
llows:

Defelrred tax assets—accrued expenses $ 3,980
[

Dieferred tax liabilities: '

Prepald expenses ' ~ F 3,590
| Premtses and equipment primarily due to dlfferences in depreciation - 1,490
State taxes . | 2,800
Unreallzed gain on securities av:'ulable for sale I 2,020
Tot_al gross deferred tax habrhtles{I r 9,900
b | .

N'ettldeferred tax liability | | $ 5920

f j - i

Of the total net deferred tax llabllrtyI of $5,920 at September 30 2006, the amount reported in

shareholders equity as part of unrealtzed gains on securities avai
o X |
P ' | : *

+

i i |
1 .

!

ilable for sale is a liability of $2,020.

RN : [
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. ' ;l
Under the asset and liability method olf accounting for income taxes, a valuation allowance is establlshed
to reduce the deferred tax asset if i it is/more likely than not that the'related tax benefits will not be -
reallzed' In management’s opinion, it lS more likely than not that the tax benefits will be realized; -

: consequently, no valuation allowance has been established as of September 30, 2006.

| :
NET CAPITAL RULE (I

. r : :
The Company, as a registeréd broker and dealer in securities, is subje!ct to the Securities and Exchange
Commrssmn Umform Net CapltaI[Rule (rule 15¢3-1). Such rule reqmres the maintenance of minimum
net caprtal and prohrb:ts the Companylr from engaging in any secuntles transactions whenever its

aggregate indebtedness” (as defi ned) exceeds 15 times its “net capltal” (as defined). Under siich rule,
and the related rules of the Natlonal Assoc:at:on of Securities Dealers Inc., the Company may 'be
prohlbrted from expanding its busmess if i its ratio of “aggregate mclebtedness” to “net capltal“ exceeds
10 tO 1 - . ! ] :

| i[ | R :

The Company is required to mamtam minimum “net capital” of $57,633 according to the Uniform Net
Caprtal Rule. The Company’s ‘net capital” and ratio of “aggregate mdebtedness” to “net capital” at
Septemlber 30, 2006, were $443, 860 and 1.95, respectively. :

t
|

!

RULE I1 5C3-3 EXEMPTION T
3k '
The G Cci)mpany is exempt from rule 15.1c3-3 of the Securities Exchange Commrssron under subsectlon k)
of that rule Under this exemption, the “Computation for Determmatlon of Revenue Requirements” and
“]nfonnatlon Relatmg to the Possession or Control Requrrementsi are not required.
I |

.
' r
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OHIO SAVINGS SECURITIES INC, |
(A Wholly Owned Subsidiary of Ohio Savings Fmanclal
il

C

orporation)

COMPUTATION OF NET CAPITAL PURSUANT TO RULE 15c3-1 OF THE

SECURITIES AND EXCHANGE COMMISSION
AS OF. SEPTEMBER 30, 2006

|
“ P B [ \I
“ COMPUTATION OF NET CAPITAL ' ;
’ Tlotal stockholder s equity ‘ :
i Deductlons and other charges—nonallowable assets: i
Recelvables from brokers and dealers :
Due from afﬁhate :
Cash ' k f
Halrcuts secultles available for sale I
. Office propemes and equipment—net |
| Prepald expenses and other assets , '
‘ Other deductlons and charges |

.!!l . |

Totalldeducuons and other charges

|

. ! I
: ;

NET CARITAL ’ |
S ,

AGGREGATE INDEBTEDNESS—ItemiIncluded n statement of ﬁnancml condition:

' Llabnhtles !
Due from affiliate ! |
Accrued expenses . |

Deferred tax liability |

:
TOTAL A(?GREGATE . INDEBTEDNESS—Net |
|

COMPUTAT[ON OF BASIC NET CAPITAL REQUIREMENT: |
Mmlmum net capital required !

! B ! ) :
Excess net capital '

I

!

t

Ratlo—rlggregate indebtedness to net capltai ;
|

| RECONC[LIATION WITH COMPANY]
"IN PART Il OF FORM X-17a-5 AS OFISEPTEMBER 30, 2006):

S COMPUTATION (INCLUDED

5 Aggregate indebtedness as reported in Company’s Part Il (unaudlted) FOCUS report

Audlt adjustment to properly state--Deferred tax liability !
Co e :
AGGREGATE INDEBTEDNESS PER ABOVE :
! i

-11-

$1,392,552

(43,565)
(14,509)
(750,912)
1 (1,418)
(84,809)
(36,373)

(17,106)
(948,692)
$ 443860
$ 838,803

128,006
3,610

(3,920)
$ 864,499

$ 386227

1.95

$ 870419
(5,920)

$. '864,499



Deloitte.

Deloitte & Touche LLP
Suite 3300

127 Public 5quare
Cleveland, OH 44114 1291
USA
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Fax: +1 216 589 1369
www.deloitte.com
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REPORT ON INTERNAL CONTROL STRUCTURE REQUIRED

' BY- SEC RULE 17a-5 FOR A BROKER-DEALER CLAIMING AN EXEMPTION C
FROM SEC RULE 15¢c3-3 ' '

|
To the Board of Directors of : l : :
Ohio Savmgs Securities, Inc. '

Cleveland, Ohro X i

In planning and performing our audit of thfa financial statements of Ohro Savmgs Securities, In¢,
(the “Company’ ) for the year ended September 30, 2006 (on which we llssued our report dated November
14, 2006), we considered its internal control including control actrvrtres for safeguardmg securities, in
order to determme our auditing procedures for the purpose of expressmg an opinion on the fi nancial
statements and not to provide assurance on the Company’s internal control.

1

Also, as requrred by Rule 17a-5(g)(1) under the Securities Exchange Act of 1934, we have made a study

_of the practrces and procedures (including ‘tests of compliance with such practrces and procedures)

followed by 1 the Company that we considered relevant to the objectrves stated in Rule 17a-5(g) in makmg-
the penodllc computations of aggregate mdebtedness and net capital under Rule 17a-3(a)(11) and for
determining compliance with the exemptive provisions of Rule 15¢3-3. ! We did not review the practices -
and procedures followed by the Company fin making the quarterly secu'rmes examinations, counts,
verifications) and comparisons, and the rec':ordatron of differences requrred by Rule 17a-13 orin
complying with the requirements for prompt payment for securities under Section 8 of Regulation T of
the Board of' Governors of the Federal Reserve System, because the Company does not carry securities
accounts for .customers or perform custodial functions relating to customelr securities.

|
The management of the Company is responsrble for establishing and maintaining internal contro! and the
practices and procedures referred to in. the' preceding paragraph. In fulﬁllmg this responsibility, estimates

-and Judgments by management are requlred to assess the expected benef ts and related costs of internal
‘control and 'of the practices and procedures and to assess whether those practlces and procedures can be

-expected to. achleve the Securities and Exchange Commission’s (the “Commtssron ’) above-mentioned

'objectwes Two of the objectives of mternal control and the practices and procedures are to prov1de
,management wrth reasonable, but not absolute assurance that assets for which the Company has
'responsrbrllry are safeguarded against loss from unauthorized acqursltlon{ use, or disposition, and that
.transactions are executed in accordance with management’s authorization and recorded properly to permit

the preparatlon of financial statements in conforrmty with accounting prrncrples generally accepted in the

United States of America. Rule 17a-5(g) IflStS addrtronal objectives of the'practrces and procedures listed

in the precedmg paragraph.

Becausc of mherent limitations in any mtemal control or the practices and procedures referred to above,

!
: mlsstatements due to error or fraud may occur and not be detected. Also,|projections of any evaluation of

the internal control or of such practices add procedures to future perrods are subject to the risk that they

. may become madequate because of changes in conditions or that the degree of compliance with the

|
practlces or.procedures may deteriorate. ; |
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' Our consrderatlon of the Company’s mternal control would not necessanly dlsclose all matters in the

Company s mtemal control that might be matertal weaknesses under standards established by the I
Amencan lnstrtute of Certified Public Accountants A material weakness lS a condition in which the
desngn or operatron of one or more of the mternal control components does not reduce to a relatrvely low
level the nsk that misstatements caused by error or fraud in amounts that uiould be material in relation to
the consolldated ﬁnancral statements being ‘audited may occur and not be detected within a timely penod

by employees in the normal course of performmg their assigned functlo:ns IHowever we noted no matters

mvolvmg the Company s internal control and its operatton (including ' control activities for safeguardmg
secunttes) thﬁt wr. consider to be maten!ai weaknesses as defined above'l _ v

P : !
We understand that practices and procedures that accomplish the objectlves referred to in the second
paragraph of thls report are considered by the Commission to be adequate for its purposes in accordance
w1th the Securltles Exchange Act of 1934 and related regulations, and that ;practices and procedures that
do not accomphsh such objectives in all matenal respects indicate a matenal inadequacy for such |
purposes ' Based on this understanding a and'on our study, we believe that the Company’s practices and
procedures w'ere'adequate at September 30, 2006 to meet the Commission’s objecttves

i
i

This report is mtended solely for the mformatlon and use of the board of dlrectors management the
Securltres and Exchange Commission, the New York Stock Exchange, Inc and other regulatory agencies

: that rely ¢ on Rule I?a—S(g) under the Securmes Exchange Act of 1934 i ln thelr regulation of registered

brokers and dealers and is not intended to be and should not be used’ by anyone other than these specified
parties.

November 14, 2006




