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OATH OR AFFIRMATION
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This report ** contains (check all applicable boxes):
T (a) Facing Page.
[4" (b) Statement of Financial Condition.
B,(c) Statement of Income (Loss).
(d) Statement of Changes in Financial Condition.
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BDO Seidman, LLP 1100 Peachtree Street, Suvite 700
B D Accountants and Consultants Atlania, Georgia 303094516
— L.} Telephone: 404-688-6841
Fax: 404-688-1075

Independent Auditors’ Report

To the Board of Directors and Shareholder of
Neovest Trading, Inc.
Atlanta, Georgia

We have audited the accompanying statement of financial condition of Neovest Trading, Inc. (a
wholly-owned subsidiary of Neovest Holdings, Inc.) as of December 31, 2005 and the related
statements of income, changes in shareholder’s equity, and cash flows for the year then ended. These
financial statements are the responsibility of the Company's management. Our responsibility is to
express an opinton 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
consideration of internal control over financial reporting as a basis for designing audit procedures
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 reporting. Accordingly, we express no
such opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements, 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 Neovest Trading, Inc. (a wholly-owned subsidiary of Neovest Holdings, Inc.) at
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.

80O g, ¢.0/

February 24, 2006




Assets

Cash and cash equivalents $1,005,841
Commissions receivable 466,413
Accounts receivable and other assets 304,494
Prepaid expenses 11,582

Furniture, equipment and capitalized software at cost, less
accumulated depreciation and amortization of $1,743 1,919
Deferred tax asset 969,772
Goodwill 642,921
Intangibles 233,333
$3,636,275

e S U G,
Liabilities and Shareholder’s Equity

Liabilities
Accounts payable $ 124,469
Compensation payable 33,805
Referral fees payable 203,538
Other accrued liabilities 417,792
Due to affiliates 88,279
Deferred tax liability 92,867

Total Liabilities 960,750

Commitments and contingencies

Shareholder’s eguity
Common stock (no par value; 6,000,000 shares authorized;
3,200,000 shares issued and outstanding) -
Additional paid-in-capital 2,976,875

Accumutated deficit (301,350)
Total sharcholder’s equity 2,675,525
$3,636,275

.
See accompanying notes to financial statements.




(A wholly-owned subsidiary of Neovest Holdings,

Year ended December31;2(

Neovest Tradiiig nc:

Statement f Income.

Revenues
Securities commissions $ 17,703,006
Other revenue 133,841
Total revenues 17,836,847
Expenses
Clearance, execution and service cost 16,117,752
Employee compensation and benefits
Administrative 720,381
Brokerage 402,991
Occupancy and equipment 48,715
Other general operating and administrative 427,898
Total expenses 17,717,737
Operating income 119,110
Other expenses {20,107)
Income before income taxes 99,003
Income tax expense (39,975)
Net income $ 59,028

See accompanying notes to financial statements.




Neovest Tradiﬁ

Statement of Changes in Shareholdet::?_g; quity.
52005

Common Paid-in Accumulated
Stock Capital Deficit Total
(Shares)

Balance, December 31, 2004 3,200,000 $ 714,077 $(360,378) $ 353,699
Push-down accounting (Note 1) - 1,723,419 - 1,723,419
Capital contribution from Parent - 500,479 - 500,479
Warrants (Note 5) - 38,900 - 38,900
Net income - - 59,028 59,028

Balance, December 31, 2005 3,200,060 $2,976,875 $ (301,350 $2,675,525

See accompanying notes to financial statements.




Neovest Tradin‘ :
(A wholly-owned subsidiary of Neovest Holdings;:Inc:

Statement of C
Year ended December-31;:2005 . °

Operating activities
Net income $ 59,028
Adjustments to reconcile net income to cash used
in operating activities:

Depreciation and amortization 11,267
Issuance of warrants 38,900
Net (increase) decrease in operating assets:
Commissions receivable (98,001)
Prepaid expenses 9,494
Accounts receivable and other assets (251,612)
Deferred tax asset {39,774)
Net increase (decrease) in operating liabilities:
Amounts due to affiliates, net (11,006)
Accounts payable and other accrued liabilities 185,227
Referral fees payable (733,647)
Compensation payable (30,135)
Net cash used in operating activities (860,259)
Investing activity
Purchase of equipment (1,61%9)
Financing activity
Capital contribution from Parent 500479
Net decrease in cash and cash equivalents (361,399)
Cash and cash equivalents, at beginning of year 1,367,240
Cash and cash ﬁuivalena at end of year $1,005,841

See accompanying notes fo financial statements.




(A wholly-owned subsidiary of Neovest Holdings, I

1. Significant
Accounting Policies

Neovest Tradiﬁg;i

Notes to Financial S

Organization and Basis of Presentation

Neovest Trading, Inc. (the “Company™) is a wholly-owned subsidiary of
Neovest Holdings, Inc. (the “Parent™). The Company is incorporated in
the state of Georgia and is a broker-dealer registered with the Securities
and Exchange Commission and the National Association of Securities
Dealers, Inc. The Company provides research and brokerage services,
and primarily serves institutional customers. Customer transactions are
cleared through a clearing broker on a fully disclosed basis. The
Company’s customers are located primarily throughout the eastern region
of the United States. As of September 1, 2005, Neovest Holdings, Inc. is
a wholly-owned subsidiary of JPMorgan Chase & Co. Inc. (JPMorgan
Chase).

Merger and Purchase Accounting

On September 1, 2005, Neovest Holdings, Inc., the Parent of the
Company, was acquired by, and became a wholly-owned subsidiary of,
JPMorgan Securities Holdings LLC (JPMorgan). JPMorgan is a wholly-
owned subsidiary of JPMorgan Chase The aforementioned transaction
was accounted for using the purchase method of accounting which
resulted in the Company recording a new basis for its assets and liabilities
as of September 1, 2005. The push-down to the Company of the related
purchase accounting entries resulted in the recording of goodwill of
$642,921, amortizable intangibles related to the Company’s trademark of
$250,000, the fair value of deferred tax assets related to the Company’s
net operating losses and other deferred tax assets of $929,998, and a
deferred tax liability related to the amortizable intangible assets of
$99,500. The deferred tax benefit is expected to be utilized by JPMorgan
Chase. An informal tax sharing agreement is in place which provides for
inter-company payments to the Company for the use of deferred tax
assets by JPMorgan Chase. The purchase accounting also resulted in an
increase in the Company's additional paid-in capital account of
$1,723,419. These entries are excluded from the Statement of Cash
Flows as they are non-cash.

The amortizable intangible amount of $250,000 is being amortized over
its estimated useful life of five years. Amortization expense recognized
for the year ended December 31, 2005 amounted to $16,667. Future
amortization expense for each of the years ending December 31, 2006,
2007, 2008 and 2009 is estimated to be $50,004, and amortization
expense for the year ending December 31, 2010 is expected to be
$33,317.




Neovest Trading
(A wholly-owned subsidiary of Neovest Holdings,

Notes to Financial Stat

Cash and Cash Equivalents

Cash on hand and on deposit and all highly liquid investments with an
original maturity of three months or less are considered cash and cash
equivalents. Cash and cash equivalents include a money market account
held with the clearing broker.

Commissions Receivable

Commissions receivable primarily represents amounts due from the
clearing broker for commissions earned on customer transactions, net of
clearance service contract costs. These amounts arise through normal
business operations and are current in nature.

Valuation of Allowance for Doubtful Accounts

The Company evaluates each receivable account to determine its
collectability and establishes an allowance, where necessary, to properly
reflect receivables at their net realizable amount. As of December 31,
2005, the Company has no allowance for doubtful accounts.

Furpiture and Equipment

Furniture and equipment are stated at cost less accumulated depreciation.
Assets are depreciated using the straight-line method over their estimated
useful lives. The Company’s furniture and equipment consists primarily
of office and computer equipment with a net book vealue of $1,919 as of
December 31, 2005. Furniture and equipment are being depreciated
using estimated useful lives that range between three and five years.

Goodwill

Goodwill is not amortized but instead is tested for impairment on an
annual basis, or when events or more often if events or circumstances,
such as adverse changes in the business climate, indicate there may be an
impairment. Goodwill was not impaired as of December 31, 2005, nor
was any goodwill impaired during 2005.




(A wholly-owned subsidiary of Neovest Holdings, In

Notes to Financial S

Long-Lived Assets '

Loog-lived assets are reviewed for impairment whenever events or
changes in circumnstances indicate that the carrying amount may not be
recoverable. If the sum of the expected future undiscounted cash flows is
less than the carrying amount of the asset, a loss is recognized for the
difference between the fair value and carrying value of the asset.

Securities Transactions

Commission income and expense and clearing costs are recorded on the
date earned or incurred.

Other Revenue

Fee income is recognized when carned and represents payments received
from other broker-dealers for order flow and are accrued in the same
period as the related securities fransactions. Interest income primarily
represents income earned on an interest bearing money market account
held with the clearing broker, which serves as the Company’s operating
account, Fee income recognized during 2005 amounted to $62,230;
interest income recognized during 2005 amounted to $17,494. Fee and
interest income appear in other revenue on the accompanying Statement
of Income. The Company provides investment research services to
certain customers on a daily, weekly and monthly basis. Customers
subscribing to the Company’s research services are charged a contractual
or agreed-upen fee. Rescarch fees are recognized as they are earned over
the contractual period. Research fees recognized during 2005 amounted
to $16,700, and appear in other revenue on the accompanying Statement
of Income.

Income Taxes

The Company uses the asset-and-liability method required by SFAS 109,
"Accounting for Income Taxes", to provide income taxes on all
transactions recorded in the financial statements. The results of
operations of the Company are included in the consolidated federal and
unitary state income tax returns of JPMorgan Chase. In addition the
Company files state income tax returns on a separate return basis.
Pursuant to a tax sharing arrangement, JPMorgan Chase allocates to the
Company its share of the consolidated tax expense or benefit based upon
statutory rates applied to the Company's eamings as if it were filing
separate returns. State taxes are provided on the Company's taxable
income at the marginal income tax rate applicable. An informal tax
sharing agreement between JPMorgan Chase and the Company allows for

9




(A wholly-owned subsidiary of Neovest Holding

2. Related Party
Transactions

Notes to Financial St? e

intercompany payments to or from JPMC for outstanding deferred tax
agsets or liabilities.

Management Estimates

The preparation of financial statements in conformity with accounting
principles generally accepted 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.

In the ordinary course of business, the Company deals with its Parent,
JPMorgan Chase, and other affiliated parties. Accounts receivable due
from affiliates, net, represents amounts due to and from the Parent and
Neovest, Inc., an affiliated company engaged in the selling of investment
research software. Additionally, the Company, through its clearing
broker, holds certain employee and affiliated accounts.

During the year ended December 31, 2005, the Company earned
$314,460 in securities cormmission income from the trading activities of
its employees and affiliates.

The Company utilizes an affiliated company’s order entry software to
execute trades on behalf of certain customer accounts. The affiliated
company charges the Company a license and usage fee for the
Company’s use of the order entry software. The order entry execution
fees paid to the affiliated company during the year ended December 31,
2005 were $5,303,378, and are included in clearance, execution and
service contract costs in the Statement of Income.

10




Neovest Tradiﬁg;. Inc:
(A wholly-owned subsidiary of Neovest Holdings, Inc:

Notes to Financial S(_t“f::itémént's

Ay A S
The Company has recorded receivables due from the affiliated
company of $22,320 as of December 31, 2005. The Company also had
a payable due to the affiliated company in the amount of $159,289 at
December 31, 2005 for order entry software fees. The components of

the amounts due to affiliates, net, appearing on the Statement of
Financial Condition arc as follows:

Receivable from the affiliated company $ 71,010
Payable to the affiliated company (159,289)

Pazable due to affiliate, net g 588,2792

3. Receivable from The Company has a clearing agreement with a broker-dealer whereby
Clearing Broker the broker acts as the Company’s clearing broker. The clearing
broker extends margin credit to the Company’s customers secured by
the customers’ securities, clears transactions and acts as custodian.
The Company earns commissions as an introducing broker for the
transactions of their customers. The clearing broker charges the
Company for clearance, and other service contract costs. The
Company uses the clearing broker’s systems to support daily
operations. The risk of customers’ failure to settle securities
transactions is borne by the Company. The Company’s exposure to
credit risk can be directly impacted by volatile securities markets,
which may impair the ability of customers to satisfy their contractual
obligations. The Company has indemnified the clearing broker
against certain losses, including margin losses, the clearing broker
may sustain from customer accounts introduced by the Company.
Amounts receivable from the clearing broker at December 31, 2005
were $90,493 and are included in Commissions Receivable in the
accompanying Statement of Financial Condition as of December 31,
2005.

11




4.

5.

(A wholly-owned subsidiary of Neovest Holdings, Inc:

Income Taxes

Customer Warrants

Neovest Tradii;g ne.:

Notes to Financial Sf_il

The tax effect of temporary differences that give rise to significant
portions of the deferred tax asset and deferred tax liability at
December 31, 2005, is presented below:

Deferred tax benefit

Net operating loss carryforwards $969,772
Total deferred tax asset 969,772
Deferred tax benefit

Amortizable intangibles 52,867

Total deferred tax ﬁabili2 $92,867

The Company has recognized income tax expense of $39,975 for the
year ended December 31, 2005, related to the Company’s recognition
of current tax expense associated with its federal and state income tax
obligations,

The Company has approximately $2.4 million of federal net
operating losses that can be carried forward for 20 years that will
begin to expire in 2019. The Company has not provided a valuation
allowance against the benefit of the net operating losses as it believes
that it is more likely than not that the net operating losses will be
utilized by JPMorgan Chase prior to expiration. An informal tax
sharing agreement exists between the Company and JPMorgan which
allows for inter-company payments for the use of deferred tax assets.

The Company was a party to a Strategic Relationship Agreement {the
Strategic Agreement), through its Parent, with a customer that
required the Parent to issue common stock warrants giving the
customer the rights to the Parent’s common stock based on Net
Operating Margin carned by the Company and Neovest, Inc., an
affiliated company. The number of vested warrants was calculated
monthly by calculating the Net Operating Margin, as defined,
obtained from the customer and dividing this amount by defined
warrant allocation prices. The conversion price for such warrants is
$.60 per share. Anti-dilutive measures were also in place to lower
the exercise price of the warrants if common stock of the Company is
sold at a price less then agreed upon exercise price. In the aggregate,
the customer earned 2,483,097 of such warrants before the agreement
was terminated concurrent with the acquisition of the Parent by
JPMorgan Chase. Of the total warrants earned, approximately

12




(A wholly-owned subsidiary of Neovest Holdings, Inc¢

6. Employee Benefit
Plans and
Compensation
Payable

Neovest Tradiin" - In

Notes to Financial S

576,000 were attributable to Net Operating Margin earned by the
Company over the life of the Strategic Agreement. During the year
ended December 31, 2005 the customer eamed approximately
166,000 warrants. The fair value associated with these warrants was
treated as a sales incentive and reduced revenues from this customer
as the warrants were earned. For the year ended December 31, 2005
the Company reduced commission revenue eamed from this
customer by the estimated fair value of warrants issued in the amount
of $38,500.

The Company’s employees are eligible to participate in certain
benefit plans sponsored by JPMorgan Chase, including a defined
benefit pension plan, a defined contribution benefit plan, an
employee stock purchase plan and a medical benefit plan.

The Company’s employees participate in the JPMorgan Chase U.S.
qualified defined benefit pension plan, which is noncontributory,
There are no separate plans solcly for the employees of the Company
and, therefore, pension expense for the Company is determined by an
inter-company charge from JPMorgan Chase. Assets of the U.S.
qualified defined benefit pension plan exceeded the projected benefit
obligation at December 31, 2005. Inter-company charges for pension
expense amounted to $4,700 for the year ended December 31, 2005.

Additionally, the Company’s employees participate in the JPMorgan
Chase sponsored 401(k) Savings Plan, a contributory plan. Matching
contributions are made on a dollar for dollar basis on the first 5% of
“benefits pay” contributed by participants. Matching contributions
made by the Company amounted to $13,640 for the year ended
December 31, 2005.

In addition to providing retirement benefits, the Company’s
employees participate in health care and life insurance plans
sponsored by JPMorgan Chase. The Company’s health care and life
insurance expense totated $30,378 for the year ended December 31,
2005 and is included as a component of employee compensation and
benefits in the accompanying statement of income.

13




7. Fair Value of
Financial
Instruments

8. Commitment and
Contingencies

(A wholly-owned subsidiary of Neovest Holdinig'.s_', ]

Neovest Tradi‘;n“'g e

Certain employees of the Company are eligible for incentive
compensation, which is based on certain financial targets approved
by the Company’s Board of Directors. Incentive expense of $3,344
for the year ended December 31, 2005 is included in employee
compensation and benefits in the accompanying statement of income.

. Statements of Financial Accounting Standards No, 107, “Disclosures

about Fair Value of Financial Instruments,” require the disclosure of
estimated fair value for financial instruments. The Company’s
financial instruments are ail short-term financial instruments with
carrying amounts that approximate fair value. These financial
instruments generally expose the Company to limited credit risk.

In the normal course of business, securities transactions of brokerage
customers of the Company are introduced and cleared through a
clearing broker on a fully disclosed basis. Pursuant to an agreement
between the Company and the clearing broker, the clearing broker
has the right to charge the Company for unsecured losses that result
from a customer’s failuorc to complete such transactions.
Additionally, the Company indemnifies the clearing broker for losses
on margin accounts of the customers introduced by the Company to
the clearing broker.

The Company leased office space under a noncancelable operating
lease, which expired in 2005. In November 2005, the Company
entered into a new non-cancelable lease arrangement for office space.
Total rental expense for the ycar ended December 31, 2005 was
$46,659. TFuture minimum lease payments at December 31, 2005
totaled $122,553 and will be incurred as follows:

Year Amount
2006 $ 50,052
2007 57,656
2008 14,845

$122,553

14




9. Risk Management In the normal course of business, the Company’s customer and clearing
activities involve the execution, settlement, and financing of various
customers securities transactions that settle in accordance with the
industry practice, which for most securities, is currently three business
days after trade date. These activities may expose the Company to off-
balance sheet credit and market risk in the event the customer or the
other broker is unable to fulfill its contractual obligations and the
Company is required to purchase or sell the financial instruments
underlying the contact at a loss. The risk of default depends on the
credit worthiness of the customer.

The Company’s ten largest customers in 2005 accounted for
approximately 93% of securities commissions’ revenue. One such
customer accounted for 74% of securities commissions revenue in

2005.
10. Net Capital The Company is subject to the Securities and Exchange Commission’s
Requirements Uniform net Capital Rule (Rule 15¢3-1), which requires the

maintenance of minimum regulatory net capital and a ratio of
aggregate indebtedness to net capital not to exceed 15 to 1. Net capital
changes on a daily basis. Business restrictions may b¢ imposed if net
capital falls below the Company’s minimum requirement. At
December 31, 2005, the Company’s regulatory net capital under the
rule was $495,728, which was $431,646 in excess of the minimum
regulatory required net capital of $64,082. The ratio of agpregate
indebtedness to net capital was 1.9 to 1.




Independent Auditors’ Report on Supplemental Material

Our audit of the financial statements included in the preceding section of this report was performed for
the purpose of forming an opinion on those statements taken as a whole. The supplemental material
presented in the following section of this report is presented for purposes of additional analysis and is not
a required part of the financial statements, but is supplementary information required by Rule 17a-5 of the
Securities and Exchange Commissior. Such information has been subjected to the auditing procedures
applied in the audit of the financial statements and, in our opinion, is fairly stated in all material respects
in relation to the financial statements taken as a whole.

BI0 /Mm, LLP

Atlanta, Georgia
February 24, 2006
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Schedule I — Computation of Net Capital Pursuant to SEC R
and Statement Pursuant to SEC Rulel7a (d)@

Computation of Net Capital :
Total shareholder’s equity $2,675,525

Less — deductions and/or charges:
Non allowable assets:
Fumiture, equipment and capitalized software, net
of accumulated depreciation and amortization 1,919
Prepaid expenses 11,581
Accounts receivable and other assets 304,645
Deferred tax assets 969,772
Goodwill and intangibles 876,254
Net capital before haircuts on investment positions 511,354
Haircuts on investments
Money market fund 15,626
Net caEital $ 495i728

Total ﬁ%te Indebtedness from Statement of Financial Condition $ 960,749

Computation of Basic Net Capital Requirement

1. Minimum net cagital reﬂuired 56-2/3% of aEEt.:ﬁate indebtedness: 5 64i082

2. Minimum net cagital of broker-dealer $ 50,000
3. Net caaital ﬁuirement sﬁater of 1. or 2.: ) ' | 3 64i082
4. Excess net capital (net capital less net capital requirement $ 431,646
5. Ratio of ﬁﬁﬁﬁaw indebtedness to net ﬁital : 1911

There were no differences in the computation of net capital included in Part II of the Company’s Form X-
17A-5 (as amended) as of December 31, 2005 and the Company’s computation of net capital appearing
herein.

17




BDO Seldman, LLP 1100 Peachtree Street, Suite 700
B D O Accountants and Consultants Adlanta, Georgia 30309-4516
e — Telephonc: 404-688-6841

Fax: 404-688-1075

Independent Auditors’ Report on Internal Accounting Control
Required by SEC Rule 17a-5

To the Board of Directors and Shareholder of
Neovest Trading, Ing.
Atlanta, Georgia

In planning and performing our audit of the financial statements and supplemental information of
Neovest Trading, Inc. for the year ended December 31, 2005, we considered its intemnal 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
the internal control.

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 Neovest Trading, Inc., 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)(1!) 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 the 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 fulfilling this responsibility,
estimates and judgments by management are required to assess the expected benefits and related
costs of control and 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
ate executed in accordance with management's authorization and recorded properly to permit
preparation of financial statements in accordance with generally accepted accounting principles in
the United States of America. Rule 17a-5(g) lists additional objectives of the practices and
procedures listed in the preceding paragraph.

Because of inherent limitations in internal control or the practices and procedures referred to above,
errors or fraed may occur and not be detected. Also, projection of any evaluation of internal control
to future periods is subject to the risk that controls may become inadequate because of changes in
conditions or that the effectiveness of their design and operation may deteriorate.
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Our consideration of internal control would not necessarily disclose all matters in internal contro}
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 one or
more of the specific internal control components does not reduce to a relatively low level 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 assipned functions. We noted no matters involving internal control, including
activities for safeguarding securities that we consider to be material weaknesses as defined above.
However, we noted certain matters involving internal control and its operation that we consider to be
reportable conditions, under standards established by the American Institute of Certified Public
Accountants. Reportabie conditions involve matters coming to our attention relating to significant
deficiencies in the design or operation of internal control that, in our judgment, could adversely
affect the organization’s ability to record, process, summarize, and report financial data consistent
with the assertions of management in the financial statements. Such reportable conditions include a
lack of adequate segregation of duties and certain control inadequacies surrounding the safeguarding
of the Company’s information system.

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 purpose 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, except for certain
matters involving ‘internal control and its operation that we consider to be reportable conditions as
mentioned in the preceding paragraph.

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 which rely on
Rule 17a-5(g) under the Securities Exchange Act of 1934 in the regulation of registered brokers and
dealers, and is not intended to be and should not be used for anyone other than these specified
partics.,

B0 o/m , LLP

Atlanta, Georgia
February 24, 2006




