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OATH OR AFFIRMATION

. William T. Payna.

, swear (or affirm) that, to the best of

A 1 "
my knowledge and belief the accompanying financial statemént and supporting schedules pertaining to the firm of
ri. Sty Ainancia s
of = ary 31 ,200F , are true and correct. | further swear (or affirm) that
H

neither the company nor any pariner, proprietor, principal officer or director has any proprietary interest in any ‘account
classified solely as thal of a cusiomer, except as follows:

l oy LARA M. MEEKER
370,575 Notary Public, State of Texas P
AP g My Commission Expires ‘
A November 25, 2007 . _ ?(ﬂ‘) (dent
| Title

Notary Public

'EP'S repori ** contains (check all applicable boxes):
B/(a) Facing Page.
(b) Statement of Financial Condition.
(c) Statement of Income (Loss).
0 (d) Statement of Changes in Financial Condition.
(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
O (f) Statement of Changes in Liabililies Subordinated to Claims of Creditors. '
{8) Computation of Net Capial.
O Computation for Determination of Reserve Requiremenis Pursuant 1o Rule 15¢3-3.
[J 4i) 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 (o methods of
consolidation. : : :
O (1) An Oath or Affirmation.
O mA copy of the SIPC Supplemental Report.
(n) Areport describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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. SEIDEL, SCHROEDER & COMPANY

CERTIFIED PUBLIC ACCOUNTANTS / BUSINESS ADVISORS

‘ INDEPENDENT AUDITORS’ REPORT F
' [

Mutual Money Investments, Inc. |
d.b.a. Tri-Star Financial ' ' !

[ . :

We have audited the acéompan:ying balance sheet of Mutual Money Investments, Inc. d.b.a. Tri-
Star Financial as of Janulary 31, 2007, and the related statements of income, comprehensive in(_%ome,
changes in stockholders”equity 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 Company's management. Our responsibility is to express an opinion on these
financial statements based on our audit. i

|
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, onE a test 'basis, evidence supporting the amounts and disclosures 11&1 the
financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by mana’gement, as well as evaluating the overall financial statement presentétion.
We believe that our audit provides a reasonable basis for our opinion. ' i
In our opinion, the ﬁnancxal statements referred to above present fairly, in all material respects, the -
financial position of Mutual Money Investments, Inc. d.b.a. Tri-Star Financial as of January 31,
2007, and the results of i 1ts operations and its cash flows for the year then ended in conformity’ w1th

{
accountmg principles general]y accepted in the United States of America. [

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The mformatlon contained in Schedules 1, II and III is presented for purposes of
additional analysis and 1 is not a required part of the basic financial statements, but is supplementary
information required by rule 17a-S under the Securities Exchange Act of 1934. Such information
has been subjected to the auditing procedures applied in the audit of the basic financial staterr!tents '
and, in our opinion, is:fairly stated in all material respects in relation to the basic financial .
statements taken as a whéle. ‘

March 29, 2007

. |
i
304 East Blue Bell Rd. » Brenham, Texas 77833 » 979/836-6131 « FAX 079/830-8131 ;
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Mutuial Money Investmenfs, Inc. d.b.a. Tri-Star Financial ) ‘ I
{ J Balance Sheet i |
Z January 31, 2007 !
. , |
g |
! |
' ;
Assets i _ o f
Cash (Note 2) : $ . 349910
Deposits with clearing organization and others : 182,230
Commissions receivable (Note 1) .' 31,496
Federal income tax rei:ceivable ! '3,106I _
Prepald expenses ! ' s 18,457
Fumniture and eqmpment (Note 1) 7 - : 146,343
Other assets ; , 27,8511
] ¥
! ' : |
Total assets : $ 759,393
; a
| I
Liabilities |
Commissions payabl $ 22 483
Accounts payable ' | 269
Accrued and other habllmes : 74 298
Notes payable (Note 4) " . _ 33 242
Deferred income tax payable (Note 3) 25, 657
| |
Total liabilities . . 156,949
Stoékholders’ equity {Note 6) '
Preferred stock _ _ _ 131,1 05I
Common stock o 7 547,253
Retained earnings C . 2068, 956
Treasury stock F : ' . (350, 000)
Accumulated other comprehensive income: unrealized [
gain (loss) on securities- 5,1 30l
Total stockholders’ Eequity . | 602,444
Total liabilities and; stockholders' equity $ 759,393,

?

i . |
i
+ Sec accompanying notes to financial statements. I
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Mutugzil Money Investments, Inc. d.b.a. Tri-Star Financial
Statement of Income
For the Year Ended January 31, 2007

Revenues :
Commissions | $ 3,350,817.
Interest and other income . 47,240

Total revenué | 3,398,057

Expenses f |
Employee compensation and benefits 2,21 2,]47E
Marketing and promotion - 633,668
Ticket charges ' 146,575
Communications . 39,525

‘Occupancy and equipment expense 267,201
Fees and assessmentsf 31,089 |
Other operating expenses 127,488,

Total expenses : ) ' 3,457,693

Income (loss) before tax , : (59,636j

Income tax provision (benefit) (Note 3) (3,425)I
Net income (loss) $

(56,211)

;See accompanying notes to financial statements.
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Mutual Money Investments, Iric. d.b.a. Tri-Star Financiai
Statement of Comprehensive Income ‘
For the Year Ended January 31, 2007

I
|
|
I
Net income (loss) i
Other comprehensive incoxpe, net of tax;
Unrealized gains (losses) on securities:
Unrealized holding gains (losses) arising during the period,
net of applicable deferred income taxes -
|
Other comprehensive income (loss), net of income tax
|
¥

- Total comprehensive inconfe (loss)

|
|
|

l
See accompanying notes to financial statements.
t
!

4

$

$

(56,211)

(2,374)
(2,374)

{58,585)

|
i
|
|
|

——— e
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Mutual Money Investments, Inc. d.b.a. Tri-Star Financial
o Statement of Changes in Stockholders' Equity
For the Year Ended January 31, 2007

. Other
! Common Preferred Retained  Comprehensive  Treasury
! Stock Stock Earnings Income Stock
Balance at January 31, 2006 | $ 547,253 $ 131,105 % 325,166 % 7.504 §  (350,000)
| ' |
. !
Net income (loss) for current year - ' - (56,211) . - b
[ .
Change in unrealized gain ' l
(loss) on securities ; - , - - (2,374) S
Balance at January 31, 2007 ' 3 547,253 8§ 131,105  § 268,956 % 5130 $  (350,000)
1

Pl

See accompanying notes to financial statements.

i

I
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Muttual Money Investments, Inc. d.b.a. Tri-Star Financial

L4

; Statement of Cash Flows

! For the Year Ended January 31, 2007
1

, . N

/

Cash flows from operating activities:
Net income (loss) 7 4
Adjustmcﬁtg to recon'cille net income to net cash provided
by operating activities:
Depreciation '
Deferred incomé-ta'%x benefit
Increase (decrease)iin cash due to changes in assets
" and liabilities: ’
Commissions. recewable
Federal income;tax receivable
Prepaid expenses
Deposits with clearmg orgamzatlons and others
Other assets
Commissions payable
Accounts payable
Accrued and other fiabilities N
Total adjustments
Net cash provided by (used in) operating actmtles
I
Cash flows from investin’g activities
Cash payments for equipment
Net cash used by investing activities

Cash flows from financing activities-

¥

Note payments ‘
Net cash used by investing activities

Net increase (decrease) in cash and equivalents

Cash and equivalents, beginning of year
|

|
Cash and equivalents, end of year-

6 )

See accompanying notes to financial statements.

|
|
|
|
|
|

(36.211)
|

54,5909
(7.319)
|
22,(:)72
8,771
30, 013
(139)
9,724
18, 159
(32, 899)
(31,631)

71,660

15,449

f
(13,067)

(13,067)

f

(3.877)

(3,877)

i
(1,495)
;

351,405
|

349,910

|
1
!
!
|
|
|




MUTUAL MONEY INVESTMENTS, INC. l
' d.b.a. Tni-Star Financial
Notes to Financial Statements
January 31, 2007

Basis of presentation and summary of significant accounting policies ;

Mutual Money | Investments, Inc. (MMII) d.b.a. Tri-Star Financial is a fully disclosed
broker-dealer engaged in the brokerage of fixed income securities and jumbo cemﬁcates of
deposit. Fixed i income securities brokered are primarily fixed/variable rate mortgage backed
securities mcludmg collateralized mortgage obligations and securities issued by the
Government National Mortgage Association (GNMA), Federal National Mortgage
Association (FNMA) and Federal Home Loan Mortgage Corporation (FHLMC:) The
Company's customers are located throughout the United States and consist of institutional
investors and individuals. During the current year the three largest customers combined
accounted for approximately 27% of commission income. The loss of these cust;omers
would have a significant impact on operations.

The accompanying financial statements are prepared in accordance with generally accepted
accounting principles and with generally accepted accounting practices within the broker
dealer industry. The following is a description of the more significant accounting policies.

Revenue and expense recognition
1

- The Company utilizes the accrual basis of accounting. Commisston income and expense are

recorded on a trz:lde date basis. !

Commissions re?:eivable ‘ i

The Company extends credit to its customers on an unsecured basis consistent with
practices in thebroker dealer industry. Commissions receivable are due from customers
throughout the Unlted States. As of January 31, 2007, commissions receivable due from
broker dealers totaled $31,001.

t

Investment securities

-

The Company classifies its investment in debt securities as trading secunties since they are
bought and held principally for the purpose of selling them in the near term. Trading
securities are carried at fair value based on market quotations with unrealized gaiﬁs and
losses reported ‘m carnings. Interest income, including amortization of the premlum and
dlscount arising-at acqulsltlon is included in earnings.

!
i
|

| .
| 7 |
i



MUTUAL MONEY INVESTMENTS, INC. !

d.b.a. Tn-Star Financial : !

Notes to Financial Statements '
January 31, 2007

Basis of presentation and summary of significant accounting policies - continued
o _ |
Investment securities - continued i
; i
The Company’s marketable equity securities are classified as available-for-sale as
prescribed in Sttatement of Financial Accounting Standards No. 115, “Accountmg for
Certain Investments in Debt and Equity Securities.” Marketable securities are camed at
their aggregate market value with unrealized gain or loss reflected as a separate component
of stockholders’ equity. Realized gains and losses are recognized in the statement of income
using cost determined under the specific identification method. The Company’s 1nvestment
in available-for-sale securities amounted to $7,632 as of January 31, 2007.

Fixed assets

Fixed assets are stated at cost. Depreciation is provided on a straight-line basis’ ,using
estimated useful lives of three to ‘eight years. The cost of ordinary maintenance and repairs

is charged to expense while major replacements are capltallzed Accumulated deprecmuon
totaled $415,582 as of January 31, 2007.

i
i
Federal income tax

!
The Company has adopted the provisions of Statement of Financial Accounting. Standards
No. 109, "Accountmg for Income Taxes." The statement requires the use of the asset and
liability approach for financial accounting and reporting for income taxes. The provision
for income taxes includes federal income taxes currently payable and those deferred
because of” temporary differences between the financial statement and tax bases of'assets
and liabilities due to differences in tax versus financial statement depreciation and cash
versus accrual accounting for tax and financial reporting purposes. t

Statement of cash flows

H

The Company considers all highly liquid investments with a maturity of three months or
less when purchased to be cash equivalents. Cash payments for interest totaled $28,818
for the year ended January 31, 2007. No federal income tax deposits were made by the
Company during the current year. Fixed assets purchases financed by debt total $37,119.



. MUTUAL MONEY INVESTMENTS, INC. -
d.b.a. Tn-Star Financial '

Notes to Financial Statements

; January 31, 2007

Basis of presentation and summary of significant accounting policies - continued

Use of esti’mates} i
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 liabilities at the date
of the financial statements and the reported amounts of revenues and expenses durmg the
reporting period. |Actual results could differ from those estimates. ‘

Cash

Cash consists of deposits with the Company’s clearing broker and various financial
institutions.. At January 31, 2007 the Company’s deposits with financial institutions
exceeded the Federal Deposit Insurance Corporation:(FDIC) maximum coverage of

$100,000. Deposits with brokers are not FDIC insured. :
|

Income taxes

The provision for federal income tax includes the following: !

Current ! $ 3,894
Deferred T ‘ (7.319) !
Total , 3,425

At January 31, 2007, deferred tax liabilities recognized for taxable temporary differences
total $37,513. Deferred tax assets recognized for deductible temporary differences jtotal

- §11,856. Appllcatlon of statutory tax rates to pre-tax income differs from the above tax

provision primarily due to non-deductible meals and entertainment expenses fm; tax
purposes. ' ' ' r

i




Notes Pay. \abl

MU TUAL MONEY [NVESTMENTS INC.
d.b.a. Tri-Star Fmanmal
- Notes to Financial Statements
January 31, 2007

E

The Company has a note payable to a bank due in monthly installménts of $752 mcludmg
interest at 7. 75% through June, 2011. The note is secured by ofﬁce equipment and the .

|
guarantees of two shareholders

-

Aggregate matur'}ti'es of long-term debt over the next five years are as follows for the years

ending January 31:

2008

2009

2010

2011

2012 .
To;al

Leases
Future aggregate

approximately as

2008

2009 !

2010

- 2011

2012
Total

$ 6,615

7,146
- 7,720
- 8,340
_ 3421
§332042

|

annual rentals for office space and equipment as of January 31, 2007 under -
renewable operatlng leases with initial noncancellable terms in excess of one year are -

hsted be]ow for the years endmg January 31:

$174,009

© 132,105

116,468

119,354
108.574 :

$650,510

The Company has the option of renewing the office lease for two consecutive 5 year terms. .

termination fee. Total lease expense for the year amounted to $213,431.

10

 The Company also has a termination option in January of 2010 subject to the paymen|t of a




MUTUAL MONEY INVESTMENTS, INC.
_ d.b.a. Tni-Star Financial

Notes to Financial Statements .

January 31, 2007 !

!
|
H 1
'

Common and Preferred Stock :

Common Stock |

Common stock has no par value. As of January 31, 2007 there were 10,000 shares
authorized and issued. Of these, 4,258 shares were included in treasury stock at a cost of

- $250,000 ]eaving65,742 shares outstanding.

Preferred Stock

The Company is authonzed to issue 10,000 shares of Class A non-voting preferred stock
with a par value of $100 per share. Preferred stock shareholders are entitled to receive: ‘non-
cumulative annual dividends based on the liquidation value of the preferred stock ($100 per
share) at a percentage rate equal to the one year Treasury bill rate adjusted annually on the .
first day of January. There were no dividends paid or declared in the current year. As of
January 31, 2007 1,311 shares had been issued. Of these, 1,000 shares were mcluded n
treasury stock at a cost of $100,000 leaving 311 shares outstanding with a total par va]ue of
$31,100. g
‘ : !
The preferred stock is subject to a stock purchase agreement which provides for the
redemption of pl;eferred stock beginning in the year ended January 31, 2004 subjet:t to
regulatory approval. The agreement requires the Company to redeem up to 10% of the
issued and outstanding shares each year until all shares have been redeemed. Such
redemption is at the option of the stockholder. No redemptions were made in the current
year. i , '

Reguiatory requir'emeﬁts
|

* The Company is subject to the Securities and Exchange Commission Uniform Net Capital

Rule (rule 15¢3-1), which requires the maintenance of minimum net capital of $100,000
and requires that the ratio of aggregate indebtedness to net capital, both as defined, shall not
exceed 15 to 1. At January 31, 2007 the Company was in compliance with both
requirements.

11 !
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. MUTUAL MONEY INVESTMENTS, INC.
| d.b.a. Tri-Star Financial

: Notes to Financial Statements

; ' . January 31, 2007

H

| i
Employee Benefits .
i {
Effective May i 1997 the Company established a simple 401(k) Profit Shanng Plan
which penmtS| participants, meeting certain eligibility requirements, to make
contributions by salary reduction pursuant to section 401(k) of the Internal Revenue
Code. Substannlally all. employees of the Companes are covered by the plan' The
Company may,'at its discretion, make matching contributions up to 3% of annual
compensation or contribute an amount equal to 2% of annual compensation to the’plan
Participants 1mmed1ate}y vest in these contributions. During the year ended January 31,
2007 the Company accrued a matching contribution of $36,308. |

1

Related Party Transactions : i
. [ '

! : |

During the current year the Company earmed commission income of $35,831 from an

affiliated hedge|fund and registered investment advisor. The Company owns a li{nited.

partnership interest of less than 1% in this affiliate.

~

I

- ' | y

Inquiry by NASD i
) |

The Company has retamed legal counsel to respond to an inquiry by NASD regardmg the

Company’s mark up on sixteen bond trades during the year ended January 31, 2006 The

Company replled to the inquiry in January of 2006 and has not yet received a response_
from the NASD The Company believes its mark ups were reasonable m the .

circumstances. I}t is uncertain whether or not the Company will be fined and if so how
much the fine Fw111 be. No loss contingency has been recorded in the accompanying
financial statements. :

:
| ) |
| . i

'
|

.
r



MUTUAL MONEY INVESTMENTS, INC.
| d.b.a. Tri-Star Financial
Computation of Net Capital Under Rule 15¢3-1
of the Securities and Exchange Commission '
Schedule 1
Janwary 31, 2007

NET CAPITAL ;
Total Stockholders' equity - $ 602,444
Deductions
A. Non-allowable assets
Other assels . (39,363)
Furniture and equipment, net and rights under leases (146,343)
B. Commissicns receivable . ' (495)
C. Haircuts on securities . (7,505)
Net Capital ‘- ' $ 408,738

AGGREGATE INDEBTEDNESS

)
Items included in the statemt;:nt of financial condition

Commissions paygbﬁlc $ 22,483
Accounts payable | ' 1,269
Accruéd and other léabililies 74,298

Federal income tax payable -

Total aggregate indebtedness 5 98,050

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Minimum net capital required $ 100,000

Excess net capital : § 308,738
Ratio: Aggregate indebtedness to net capital. 23.9%%
t
i
l
! 13
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MUTUAL MONEY INVESTMENTS, INC.
d.b.a. Tri-Star Financial
Computation of Net Capital Under Rule 15¢3-1
of the Securities and Exchange Commission
Schedule 1 - (continued)

|
l
E
E January 31, 2007
|
|

RECONCILIATION WITH COMPANY'S COMPUTATION.

. (included in Part 11 of Form X-17A-5 as of January 31, 2007) N

b
Net capital, as rei:or-‘ted inICOmpaliy's Part Il (Unaudited) FOCUS report
i

Audit adjustmentsf

3

Net capital calculated above

!
i

14

§ 401,420
7318
§ 408,738
1
!
1
b
i
E
|
i
|
[N
|
t

— i oy —




MUTUAL MONEY INVESTMENTS, INC.

' d.b.a. Tri-Star Financial .
" - Computation for Determination of Reserve Requirements
Under Rule 15¢3-3 of the Securities and Exchange Commission

t
i
]
P
t
§
|

E
|
|

i
E
N
b
|
!
]
t
i
'
.
'

E
l
3
t
E
1
E
|
i
k
t
i
'!
|
;
i
|

Schedule I

. January 31, 2007

fully disclosed broker-defaler and does not hold customer securities or funds.

15
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; MUTUAL MONEY INVESTMENTS, INC. ;

d.b.a. Tri-Star Financial ' |

Informauon Relating to Possession or Control Requirements ‘ :

Under‘Rule 15¢3-3 of the Securities and Exchange Commission f
i ‘ Schedule 11T

”~ f

: January 31, 2007 _ '

4

MMII is exempt from’ the above reqmremems under rule 15¢3-3(k)(2)(11) because the Company isa’
fully dlsclosed broker-dealer and does not hold customer securities or funds. -

e . —— e e —— . — e —— — — — —
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i CERTIFIED PUBLIC ACCOUNTANTS / BUSINESS ADVISORS

i
SEIDEL, SCHROEDER & COMPANY |
i
|
| |
| |
To the Board of Dirlectors |
Mutual Money Investments Inc. :
d.b.a Tn-Star Fmancnal i
. !
In planning and performmg our audit of Mutual Money Investments, Inc. d.b.a. Tri- Star
Financial (the Company) as of and for the year ended January 31, 2007, in accordance ¢
with auditing standards generally accepted in the United States of America, we .
considered the Company s internal control over financial reporting (internal control) as a
" basis for designing our auditing procedures for the purpose of expressmg our opinion on
the financial statements but not for the purpose of expressing an opinion on the
effectiveness of the Company s internal control. Accordingly, we do not express an
opinion on the effectlveness of the Company's interal control.

A]so 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 con51derat10n of control activities for safeguarding securities. This study
included tests of suc’h 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 agéregate debits) and net capital under rule 17a-3(a)(11) and for

determining compliance with the exemptive provisions of rule 1'5¢3-3. Because the
Company does not carry securities accounts for customers or perform custodial functlons
relating to customer&secunnes we did not review the practices and procedures followed1
by the Company in zlmy of the following: '

1. Making quaner]y securities examinations, counts, verifications, and comparisons an(ii
recordation of dlfferences required by rule 17a-13 |-
2. Complying with athe requirements for prompt payment for securities under Section 8 |
of Federal Reserve Regulatlon T of the Board of Governors of the Federal Reserve
System t'

1 1
1 .

|
|
|
|
i
E
|

|
| | | |
|
304 East Blue Bell Rd. « Brenham, Texas 77833 « 979/836-6131 + FAX 979/830-8131 !
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Page 2

The management of the Company is responsible for establishing and maintaining intemall
control and the practlces 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 controls and of the practices and ‘
procedures referred to in the preceding paragraph and to assess whether those practices -
and procedures can be expected to achieve the SEC's above-mentioned objectives. Two |
of the objectives of internal control and the practices and procedures are to provide
management with reasonable but not absolute assurance that assets for which the
Company has respons1b1]1ty are safeguarded agamst loss from unauthorized use or
disposition and that transactions are executed in accordance with management's
authorization and recorded properly 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. P

1
i
i
|

. Because of inherent limitations in intemnal control or the practices and procedures referred
to above, error or fraud may occur and not be detected. Also, projection of any evaluation
_of them to future periods is subject to the risk that they may become inadequate because
of changes in conditions or that the effectiveness of their design and operation may
deteriorate. f
. |
A control deﬁciencyf exists when the design or operation of a control does not allow |
management or emp]oyees, in the normal course of performing their assigned functions,
1o prevent or detect misstatements on a timely basis. A significant deficiency is a control -
deficiency, or combi;nation of ¢ontrol deficiencies, that adversely affects the entity's
ability to initiate, authorize, record, process, or report financial data reliably n :
accordance with generally accepted accounting principles such that there is more than a
remote likelihood that a misstatement of the entity's financial statements that is more than
inconsequential willfnot be prevented or detected by the entity's internal control. |
N I
- A matenial weakness is a significant deficiency, or combination of significant
deficiencies, that results in more than a remote likelihood that a material misstatement of
the financial statements will not be prevented or detected by the entity's internal contrél.

Our consideration of internal control was for the limited purpose described in the first and
second paragraphs and would not necessarily identify all deficiencies in internal control
that might be material weaknesses. We did not identify any deficiencies in internal
control and control activities for safegnarding securities that we consider to be material .
weaknesses, as defined above.

| | END
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We understand that f)ractices and procedures that a‘ccornplish 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 accomplish such objectives in all matenial
respects indicate a materlal inadequacy for such purposes. Based on this understanding
and on our study, we believe that the Company's practices and procedures were adequate
at January 31, 2007,;to meet the SEC's objectlves .
| . : '
This report is mtendcd solely for the information and use of the Board of Directors, l
management, the SEC, NASD and other regulatory agencies that rely on rule 17a-5(g)
under the Secunties 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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