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OATH OR AFFIRMATION

1, Robert J. Eide , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Aegis Capital Corp. ' , a5

of November 30 , 20 06 , 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:

74

Signature

CEO

Title

ary lic

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

{a) Facing Page.

(b) Statement of Financial Cendition.

(¢) 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.

(k) 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 15¢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.

00K 0 OOKKEEEKEER

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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@  CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS" REPORT

To the Board of Directors of
Aegis Capital Corp.

We have audited the accompanying statement of financial condition of Aegis Capital Corp. as of
November 30, 2006 and the related statements of income, changes in stockholder's equity, changes in
subordinated borrowings, and cash flows for the year then ended that you are filing pursuant to Rule 17a-5
under the Securities Exchange Act of 1934. These financial statements are the responsibility of the

o - Company's management. Our responsibility is to express an opinion on these financial statements based
on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test

® basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

in our opinion, the financial statements referred o above present fairly, in all material respects, the financial

® position of Aegis Capital Corp. as of November 30, 2006 and the results of its operations and its cash flows
for the year then ended, in conformity with accounting principles generally accepted in the United States of
America.

Our audit was made for the purpose of forming an opinion on the basic financial statements taken as a
whole. The accompanying supplementary information 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 under the Securities Exchange Act of 1934. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated in all
material respects in refation to the basic financial statements taken as a whole.

o Tef Fte Motbvils 1o/

RAICH ENDE MALTER & CO. LLP
New York, New York
January 12, 2007
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Statement of Financial Condition
November 30, 2006

M

ASSETS
Cash and cash equivalents
Receivables from brokers
Receivables from affiliate companies
Receivables from officers, directors, and employees
Securities owned:
Marketable, at market value
Not readily marketable, at estimated fair value
Prepaid expenses and other
Equipment, fixtures, and improvements - net of
accumulated depreciation and amortization of $622,220
Cash value life insurance of $256,804 - net borrowings
of $234,737
Deposits

LIABILITIES AND STOCKHOLDER'S EQUITY

Liabilities
Notes payable
Accounts payable and accrued expenses
Due to brokers
Securities sold, not yet purchased at market value
Other

Subordinated Loans
Commitment and contingencies

Stockholder's equity:
Common stock - $1.00 par value - 1,000 shares
authorized, 100 shares issued and outstanding
Additional paid-in capital
Accumulated {deficit)

See notes to financial staterments.

$ 79755
1,822,592
50,478
1,529,803

203,744
1,028,056
10,912

219,953

22,067
81,314

$5,048674

$ 39,385

271,092

1,111,173

600

10,000
1,432,250

2,450,000

100
1,501,865
(345,541)

1,156,424

$5.048,674
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AEGIS CAPITAL CORP.

Statement of Income
For the Year Ended November 30, 2006

Revenues
Commissions
Realized gain on firm trading investments
Unrealized gains on firm investments
Income from investment partnerships
Management fee income
Interest and dividends
Miscellaneous income

Expenses

Commissions
Clearing and brokerage charges
Salaries - trading

- officers

- administration
Employee payroll taxes
Regulatory fees and expenses
Consulting and professional fees
Office, administrative, and other operating
Occupancy cost - rent

- utilities and taxes

Settlements of claims

Income Before Depreciation, Amortization, and Interest Expense

Depreciation and Amaortization
Interest Expense

Net Income

See notes to financial statements.

$5,838,153
3,377,587
381,342
362,670
295,754
517,997
5,941
10,779,444

2,255,612
1,187,833
1,373,556
192,988
659,591
191,246
122,881
1,581,156
1,626,244
483,879
162,914
98,999
9,937,299

842,145
107,961
224,874

$ 509,310




AEGIS CAPITAL CORP.

Statement of Changes in Stockholder’'s Equity
For the Year Ended November 30, 2006

Common Additional Accumulated
Stock Paid-in Capital {Deficit) Total
Balance - November 30, 2005 $ 00 $ 1,501,865 § (854,851) $ 647,114
Net Income - - 509,310 509.310
Balance - November 30, 2006 3 100 % 1,501,865 $ {(345.541) $ 1,156,424
]

See notes to financial statements.
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AEGIS CAPITAL CORP.

) Statement of Changes in Subordinated Borrowings

For the Year Ended November 30, 2006
#

Subordinated Borrowings - November 30, 2005 $ 2,480,000
Increases - issuance of subordinated note -

Subordinated Borrowings - Novernber 30, 2006 $ 2460000

@
s

® See notes to financial staterments. 5



AEGIS CAPITAL CORP.

Statement of Cash Flows
For the Year Ended November 30, 2006

Cash Flows From Operating Activities
Net income

Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation and amortization
Reclassification of employee advances to salaries :

Accrual of interest on receivables from officers, directors, and empioyees

Loss on disposal of asset
Changes in operating assets and liabilities:
(Increase) decrease in:
Receivables from brokers
Securities owned
Prepaid expenses and other
Deposits
Increase {decrease) in:
Accounts payable and accrued expenses
Due to brokers
Securities sold, not yet purchased at market value
Other

Cash Flows From Investing Aclivities
Acquisition of equipment, fixtures, and improvements
Payments increasing cash value life insurance
Advances to affiliate companies
Advances to officers, directors, and employees

Cash Flows From Financing Activities
Proceeds from note payable
Principal payments of note payable
Repayment of advances to affiliated companies
Repayment of advances to officers, directors, and employees
Proceeds from borrowings against cash value of life insurance policies

Decrease in Cash and Cash Equivalents
Cash and Cash Equivalents - beginning

Cash and Cash Equivalents - end

Supplemental Cash Flow Information
Cash paid for interest

See notes fto financial statements.

$ 509,310

107,961

496,416

(57,523)
12,974

(365,698)

(936,273)
7,236
14,394

17,852
336,177
(21,689)

{6,250}
114,887

(5,750)
(59,208)
(1,018,960)
(440,444)
(1,524,362)

37,500

(8,308)
1,017,413
10,000
40,473
1,007,078

(312,397)
392,152

3 79,755

|

$ 122,043

-




AEGIS CAPITAL CORP.

® Notles to Financial Statements
November 30, 2006

P )

1 = ORGANIZATION AND BUSINESS

Aegis Capital Corp. (the "Company"} was incorporated on January 30, 1984 under the laws of the
State of New York. The Company is a wholly-owned subsidiary of Aegis Capital Holding Corp. (the
® "Parent") and maintains offices in New York, Virginia, and Florida.

The Company is registered with the Securities and Exchange Commission as a broker/dealer
pursuant to the Securities Exchange Act of 1934. It is a member of the National Assaciation of
Securities Dealers (NASD) and the Securities Investor Protection Corporation.

o - - The Company earns commissions from the purchase and sale of securities on behalf of customers
as an introducing broker. All transactions related to publicly traded equity and debt securities are
cleared through other broker/dealers (the "Clearing Brokers") on a fully disclosed basis and,
therefore, the Company is exempt from SEC Rule 15¢3-3. The Company's business also includes
‘making markets in certain publicly traded securities whereby the Company realizes gains and
losses from trading.

The Company also acts on behalf of customers in managing certain security offerings and in the
placement of corporate debt, bank loans, and other debt instruments.

£ - SUMMARY OF SIONIFIGANT ACCOUNTING POLICIED

¢ a. Cash Equivalents - For purposes of the Statement of Cash Flows, the Company considers
all short term debt securities purchased with a maturity of three months or less as well as
money market funds to be cash equivalents.

b. Securities Transactions - Securities transactions and the related revenue and expenses are

recorded on the trade date, as if they had settled. Marketable securities are valued at market

@ value and securities not readily marketable are valued at fair value as determined by
management.

c. Revenue Recognition - Commissions on trades executed on behalf of customers refated to

securifies traded on exchanges registered with the SEC or whose prices are reported by the

NASDAQ are recorded on a trade date basis as required by generally accepted accounting

® principles. Commissions earned from other trading activities are recorded as transactions
when closed between buyers and sellers.

d. Depreciation and Amortization - Equipment, fixtures, and improvements are stated at cost.
Replacements, maintenance, and repairs which do not improve or extend the life of an asset
are expensed. Equipment, fixtures, and improvements are depreciated using the straight-line
and accelerated methods over estimated useful lives of five to seven years.

@ Continued 7




Confinued

e. Income Taxes - The Company, with the consent of its stockholder, files as a subsidiary
included in the consolidated federal and state income tax returns of its Parent. The Parent
has eiected under the Internal Revenue Code to be an S corporation. The stockholders of an
S corporation individually report for tax purposes their proportionate share of the Company's
taxable income or loss. Therefors, no provision or liability for federal or state income taxes
has been included in these financial statements.

f. Use of 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. The estimates and assumptions affect the reported amounts of
assets and liabilities and the 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.

RECEIVABLES AND PavaBLES TO BROKERS

The clearing and depository operations for the Company’'s and customers' securities transactions
are provided by the Clearing Brokers pursuant to clearance agreements. At November 30, 2006,
the amount due from the Clearing Brokers represents cash deposits maintained at the Clearing
Brokers and commission revenue earned as an introducing broker for its customers, net of clearing
expenses. The amount payable to Clearing Brokers at November 30, 2006 represents margin cost,
clearing charges, and other fees.

The amount receivable from and payable to the Clearing Brokers consist of the following:

Receivable Payable
Clearing deposits $ 1,357,641 $ -
Cash held in accounts at clearing brokers 440,624 -
Fees and commissions receivable 24,327 -
Payable to clearing brokers - (1,111,173)

$ 1,822,592 § 51,111.173!

The Company has agreed to indemnify the Clearing Brokers for losses that they may sustain from
the customer accounts introduced by the Company. Losses, if any, on customer accounts are
recorded as an offset of commission income.

ReEcEIVABLES FROM AFFILIATE COMPANIES

The Company has advanced funds to its Parent and corporations wholly-owned by the stockholders
of its Parent. The advances are without interest and are payable on demand.

ReceswvasLESs FRom OFFicERsS, DIRECTORS, AND EMPLOYEES

The Company has advanced funds to certain officers, directors, and employees. The advances to
employees are made on a short-term basis and do not bear interest. Funds loaned to officers and
directors are payable on demand and bear interest at 4% per annum. At November 30, 2008, the
aggregate amount of accrued and unpaid interest is $277,473. Included in interest income for the
year ended November 30, 2006 is interest from officers and directors totaling $57,623.




Included in consulting and professional fees for the year ended November 30, 2006 are payments
to officers and directors totaling $886,173.

®
68 - SecuRmEs OWNED AND SOLD, NOT YET PURCHABED
Marketable securities owned and sold, not yet purchased, consist of trading and investment
securities at market values as follows:
b Sold, Not Yet
Owned Purchased
Corporate stocks $ 203744 & 600
® Securities not readily marketable include investment securities (a) for which there is no market on a i
securities exchange or no independent publicly quoted market, (b) that cannot be publicly offered or
sold unless registration has been effected under the Securities Act of 1933, or (c) that cannot be
offered or sold because of other arrangements, restrictions, or conditions applicable to the
securities or to the Company.
o At November 30, 2006, these securities at estimated fair vatues consist of the following:
Equities - corporate stocks $ 47,469
Warrants 705,587
Other 275,000
$ 1028056
o
7 - EqQuiPMENT, FIxTuRESs, AND IMPROVEMENTS
Equipment, fixtures, and improvements are stated at cost and are summarized as follows:
Equipment - office and data processing $ 582,304
® Furnitue and fixtures 153,215
Leasehold improvements 106,654
842,173
Less: Accurmnulated depreciation
and amortization 622,220
$ 219,953
L
- Depreciation and amortization expense for the year ended November 30, 2006 amounted to
$107,961.
@ - Notes PAvaBLE
®
Notes payable consist of obligations to the NASD in the original aggregate amounts of $52,5600.
The balance remaining as of November 30, 2006 is $39,385. The notes bear interest between
8.5% and 11.25% per annum and are payable in monthly installments of $2,418, including interest,
and are due on demand.
®

@ Continued g




® Continued

SUBORDINATED LoANS

The borrowings under subordination agreements at November 30, 2006 are as follows:

Subordinated notes payable to ADP Clearing and Qutsourcing Services,
Inc. ("ADPCOSI") - interest at 6% per annum - due September 30, 2010

‘ $ 2,000,000
Subordinated notes payable to officers and directors - interest at 10% per
annum - due June 30, 2008 ‘ 100,000
Subordinated notes payable to officers and directors - interest at 15% per
annum - due June 30, 2008 _ 100,000
Subordinated notes payable to officers and directors - interest at 12% per
annum - due June 1, 2010 35,000
Subordinated notes payable to officers and directors - interest at 12% per
annum - due August 30, 2010 125,000
Subordinated notes payable to officers and directors - interest at 8% per
annum - due December 30, 2010 100,000

8 2460,000,

The subordinated borrowings are available in computing net capital under the SEC's uniform net
capital rule. To the extent that such borrowings are required for the Company's continued
compliance with minimum net capital requirements, they may not be repaid.

One of the Company's officers has agreed to guarantee $500,000 of the subordinated loans
payable to ADPCOSI.

For the year ended November 30, 2006, interest expense on all subordinated loans at stated
interest rates is $172,200. However, interest payable, in the amount of $52,200, on the notes
maturing in June 2008, June 2010, August 2010, and December 2010, was waived by the lenders
and, therefore, interest expense related to subordinated loans reflected in the Statement of
Operations is $121,333.

COMMITMENTS AND CONTINGENCIES

The Company subleased office space located in Valley Stream, New York from its Parent pursuant
to a rent-sharing agreement. For the year ended November 30, 20086, the total amount of rent and
related charges paid by the Company under this agreement was $146,509. The Company has
surrendered occupancy of this office space and has been released from further obligation in the
future effective November 2006.

The Company subleases office space located in New York City, New York, from its Parent under a
rent sharing agreement. The rent sharing agreement requires the Company to pay a proportionate
share of the annual rent and other charges through May 2015, the expiration of the underlying
lease obligation of the Parent. For the year ended November 30, 2006, the total amount paid by
the Company under this agreement was $277,803.

The Company is obligated under a lease agreement for its office space located in Springfield,

Virginia effective August 1, 2006. The lease provides for annual rent payments of approximately
$50,000 and increases each year at 3% through July 31, 2009, the expiration date.

10




Net minimum future rental payments pursuant to the above leases as of November 30, 2006 for the
next five years and in the aggregate are:

November 30,
2007 $ 257 517
2008 $ 259,046
2009 $ 242,249
2010 $ 216414
2011 $ 226,251
Thereafter $ 791,879

Net rent expense amounted to $483,879 for the year ended November 30, 2006.

The Company has agreed to pledge $125,658 of cash held in bank accounts as collateral for
certain loans of its Parent company.

" The Company maintains cash balances at financia! institutions subject to Federal Deposit

Insurance Corporation ("FDIC") regulations. At times, amounts on deposit exceed the FDIC
insurance limit of $100,000.

During the year ended November 30, 2006, the Company and one of its officers and directors
settled a claim. The amount of the settlement was $550,000, however, the Company was only
obligated to pay $50,000 and the remaining $500,000 of the settliement was the obligation of the
officer and director of the Company. As part of the setilement, the Company has agreed to
guarantee the obligation of the officer and director which as of November 30, 2006 the remaining
balance is $230,000. As of November 30, 2006, the officer and director's obligation was not in
default. '

ITAL REQUIREMENTS

J;npany is subject to the Uniform Net Capital requirements of the Securities and Exchange
ymision (“SEC") Rule 15¢3-1. At November 30, 2006, the Company was in compliance with

e Conpany is subject to the Securities and Exchange Commission Uniform Net Capital Rule
(HRule 123-1). which requires that the Company maintain minimum net capital, as defined, and
ggregat: indebtedness and debt-to-debt equity ratios. At November 30, 2006, the Company had
net capits of $517,628, which was $417,628 in excess of its required net capital of $100,000. The
Company" het capital ratio was 277to .

12 -’{ OFF-BaLan’>E-SHEET RisK

Pursuant to = clearance agreement, the Company introduces all of its securities transactions to a
clearing brokeion a fully-disclosed basis. All of the customers’ money balances and long and short
security positiors are carried on the books of the clearing broker. In accordance with a clearance
agreement, the (ompany has agreed to indemnify the clearing broker for losses, if any, which the
clearing broker mrly sustain from carrying securities transactions introduced by the Company. In
accordance with i'dustry practice and regulatory requirements, the Company and the clearing
broker monitor collatgal on the customers’ accounts. "

In the normal course ~f business, the Company's customer aclivities involve the execution,
settlement, and financ:ing f various customer securities transactions. These activities may expose
the Company to off-balance-sheet risk in the event the customer or other broker is unable to fulfill
its contracted obligations «nd the Company has to purchase or sell the financial instrument
underlying the contract at a 128S.

11




AEGIS CAPITAL CORP.

® Supplementary Information - Computation of Net Capital t/nder Rule 15¢c3-1 of
the Securities and Exchange Commission
November 30, 2006 Schedule /
COMPUTATION OF NET CAPITAL
@ Total Stockholder's Equity Qualified for Net Capital $1,156,424
Additions:
Liabilities subordinated to claims of general creditors aliowable in
the computation of net capital 2,460,000
3,616,424
Deductions:
¢ Non-allowable assets - assets not readily convertibie to cash:
Restricted cash 125,658
Securites owned not readily marketable 1,028,056
Equipment, fixtures, and improvements - net book value 219,953
Receivables from non-customers 1,580,281
-~ Prepaid expenses and other 40,912
@ T Cash value life insurance 22,067
™ Deposits 81,314
3,068,241
Net capital before haircuts 548,183
. Haircuts on securities:
Securities 30555
Net Capital $ 517628
COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
) Computation of Aggregate Indebtedness:
) Notes Payable $ 39,385
Accounts payable and accrued expenses 271,092
Due to brokers 1,114,173
Other 10,000
Aggregate indebtedness $1 431,650
W
¢ Minimum Net Capital Requirement - 6.67% of adjusted aggregate
indebtedness $ 95401
Net Capital Requirement - under SEC Rule 15¢3-1, greater of
minimum net capital requirement or $100,000 $ 100,000
® Net Capital in Excess of SEC Rule 15¢3-1 Requirement 3 _417.628
Percentage of Aggregate indebtedness to Net Capital 277%
Ratio of Aggregate Indebtedness to Net Capital 277 to 1
[ ] There were no material differences noted between the computation of net capital under Rule 15¢3-1 of the

Securities Exchange Act of 1934 as reported above and as centained in the unaudited FOCUS report dated
December 21, 2006 as filed by the Company.
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AEGIS CarPiTaAL CORP.

Supplemental Information - Computation for Determination of Reserve Requirements
Under Rule 15¢3-3 of the Securities and Exchange Commission
November 30, 2006 _ Schedule Il

The Company is exempt from the provisions of Rule 15¢3-3 of the Securities and Exchange Commission as of
November 30, 2006 in accordance with Rule 15¢3-3(k){2)(ii).

13
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. CERTIFIED PUBLIC ACCOUNTANTS

@
INDEPENDENT AUDITORS' REPORT ON INTERNAL
ACCOUNTING CONTROL REQUIRED UnDER RULE 174a-5
OF THE SECURITIES AND EXCHANGE COMMISSION
To the Board of Directors of
® Aegis Capital Corp.

in planning and performing our audit of the financial statements of Aegis Capital Corp. for the year ended
November 30, 2006, we considered its internal control, including control activities for safeguarding securities, in
order to determine our auditing procedures for the purpose of expressing our opinion on the basic 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 (SEC), we have made a study
of the practices and procedures 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
indebtedness (or aggregate debits) and net capital under rule 17a-3(a)(11) and for determining compliance with
the exemptive provisions of rule 15¢3-3. Because the Company does not carry securities accounts for customers
¢ or perform custodial functions relating to customer securities, we did not review the practices and procedures
followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons and recordation of
differences required by rule 17a-13.

2. Complying with the requirements for prompt payment for securities under Section 8 of Federal
Reserve Regulation T of the Board of Governors of the Federa! Reserve System.

o 3. Obtaining and maintaining physical possession or control of all fully paid and excess margin
securities of customers as required by Rule 15¢3-3.

The management of the Company is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraph. In fulfiling this responsibility, estimates and
judgments by management are required to assess the expected benefits and related costs of controls and of the
¢ practices and procedures referred to in the preceding paragraph and to assess whether those practices and
procedures can be expected to achieve the SEC’s abovementioned objectives. Two of the objectives of internal
control and the practices and procedures are to provide management with reasonable, but not absolute,
assurance that assets for which the Company has responsibility are safeguarded against loss from unauthorized
use or disposition and that transactions are executed in accordance with management’s authorization and
recorded property to permit the preparation of financial statements in conformity 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 fimitations in internal control or the practices and procedure referred above, eror or fraud
may occur and not be detected. Also, projection of any evaluation of them to future periods is subject to the risk
that they may become inadequate because of changes in conditions or that the effectiveness of the design and
operation may deteriorate.

® 14
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To the Board of Directors of
Aegis Capital Corp.
Page Two

Our consideration of internal control would not necessarily disclose all matters in internal control that might be
material weaknesses under standards established by the American Institute of Certified Public Accountants. A
material weakness is a condition in which the design or operation of one or more of the internal control
components does not reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may occur and not be
detected within a timely period by employees in the normal course of performing their assigned functions.
However, we noted no matters involving internal control, including control activities for safeguarding securities,
that we consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second paragraph
of this report are considered by the SEC to be adequate for its purposes in accordance with the Securities
Exchange Act of 1934 and related regulations, and that practices and procedures that do not accompilish 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 November 30, 2006
to meet the SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors, management, the SEC, the
NASD, and other regulatory agencies that refy on Rule 17a-5(g} under the Securities Exchange Act of 1934 in
their regulation of registered brokers and dealers and is not intended to be and should not be used by anyone
other than these specified parties.
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RAICH ENDE MALTER & CO. LLP.
New York, New York
January 12, 2007
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