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Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholder
LaSalle Financial Services, Inc.

We have audited the accompanying statement of financial condition of LaSalle Financial
Services, Inc. (the Company) as of December 31, 2006. This statement of financial
condition is the responsibility of the Company’s management. Our responsibility is to
express an opinion on this statement of financial condition based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the statement of financial condition is free of maternial
misstatement. We were not engaged to perform an audit of the Company’s internal control
over financial reporting. Our audit included 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 statement of financial condition, assessing the accounting
principles used and significant estimates made by management, and evaluating the overall
statement of financial condition presentation. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion, the statement of financial condition referred to above presents fairly, in all

material respects, the financial position of LaSalle Financial Services,” Inc. at
December 31, 2006, in conformity with U.S generally accepted accounting principles.
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LaSalle Financial Services, Inc.

Statement of Financial Condition

December 31

2006

Assets

Cash and Cash EQUIVAIBNLS ... ieeis et e b ebseaasstestensereessesoseenerseenens

Cash Segregated for Regulatory PUrPOSES .....ccee e s i ssessesis et smssn s asser s saens

Securities Purchased Under Agreements to Resell - AffilAtE .. see s resees e ene

Securities Owned

Receivables from Brokers, Dealers and Clearing Organizations .......co.vevveenreminenecee e

Other Assets .......
Total Assets.......

Liabilities and Stockholder's Equity

Liabilities:

Payable to AffIIALES ..ot st e e e sme e seemeenseasseeeneear e rensseaenes

Seacurities Sold,

NOtYEt PUCHBSEA .....v et st essee et e ae st et s st eeaeressarssaes ressesseen

Accrued Compensation and Benefits Payable ..........ccveveerveriererioimsrnreesirsre it see s see s e
Accounts Payable ..., et EeEerer R bt er e ARt A A s £ s Ee e snEeaanRne e aa et A EAeearE S ntrerteentessrtnree s rres

Borrowings from AFfIIBIES .........co.coo i e e e

Other Liabilities

Total Liabllities.

SLOCKNOIGEIS EQUILY Loovvveeiiiiisiiiiciii ittt st st e e e e eecre s s aves s et s ssaesbbe b s asmt e meen
Total Llabllities and Stockholder's EQUItY...........ccccerii it st e

See Notes lo Statement of Financial Condition,

$ 7,002,330
1,805,367
145,413,876
466,771,811
52,817,580
17,045,202

$ 690,856,176

$ 1,536,622
162,366,410
28,279,330
3,704,675
258,422,000
6,017,744

460,326,781

230,529,395

$ 690,856,176




LaSalle Financial Services, Inc.

Notes to Statement of Financial Condition

1. Organization and Nature of Operations

LaSalle Financial Services, Inc. {the Company) is a broker-dealer registered with the Securities and
Exchange Commission and is @ member of the National Association of Securities Dealers, Inc. The
Company is a wholly owned subsidiary of LaSalle Bank N.A. (the Parent), which is an indirect subsidiary of
ABN AMRO North America Holding Company (Holdmg) which is a wholly owned subsidiary of ABN AMRO
Bank N.V. (ABN AMRO Bank).

The Company provides brokerage services for securities, mutual funds, annuities, and insurance products
to the customers of ABN AMRO Bank’'s United States subsidiaries and branches including the Parent and
LaSalle Bank Midwest N.A. In addition, the Company participates in the trading, underwriting and
distribution of fixed income securities to financial institutions and corporations. On a fully disclosed basis,
the Company introduces all of its securities and mutual fund trades for clearance to an affiliated broker-
dealer, ABN AMRO Incorporated, and a nonaffiliated broker-dealer who are responsible for the securities
settlement and customer confirmation processes. The Company promptly transmits all customer funds and
securities to its clearing brokers. In connection with these arrangements, the Company is contingently
liable for its customers' transactions.

2. Significant Accounting Policies

Use of Estimates: Preparation of the Statement of Financial Condition in conformity with accounting
principles generally accepted in the United States requires management to make estimates and
assumptions that affect the reported amounts in the Statement of Financial Condition and accompanying
notes. Management believes that the estimates utilized in preparing its Statement of Financial Condition
are reasonable and prudent. Actual results could differ from those estimates.

Customer Transactions: Customer transactions are recorded on a setflement-date basis.

Income Taxes: The Company files a consolidated income tax return with Holding, and remits to Holding its
share of the current tax liability.

Cash and Cash Equivalents: The Company considers highly liquid debt instruments purchased with a
maturity of three months or less to be cash equwalents At December 31, 2008, approximately $4.3 m|1||on
was held with affiliates.

Cash Segregated for Regulatory Purpeses: At December 31, 2006, approximately $1.8 million was held
in a segregated account with a third party.

Securities Purchased Under Agreements to Resell and Securities Sold Under Agreements to
Repurchase: Securities purchased under agreements to resell (resale agreements), and securities sold
under agreements to repurchase (repurchase agreements), are accounted for as collateralized financing
transactions and are recorded at the amounts for which the securities will subsequently be resold or
repurchased, plus accrued interest,




LaSalle Financial Services, Inc.

Resale and repurchase activities are generally transacted under master repurchase agreements with an
Affillate that give the Company the right, in the event of default, to liquidate cofiateral held. Resale and
repurchase agreements are reported on a net basis where the agreements are with the same counterparty,
are executed under master repurchase agreements, have the same maturity date, and use common
clearing facilities.

Fair Value of Financial Instruments: Substantially all of the Company's financial instruments are
recorded at fair value or contract amounts on the Company's Statement of Financiat Condition. Financial
instruments recorded at fair value include securities owned and securities sold, not yet purchased. Other
financial instruments are recorded by the Company at contract amounts and include receivables from and
payables to brokers, dealers, and others, and securities purchased under agreements to resell. Financial
instruments carried at contract amounts either have short-term maturities {one year or less), are repriced
frequently, or bear market interest rates and, accordingly, are carried at amounts approximating fair value.

Accounting Changes and Error Corrections: in May 2005, the Financial Accounting Standards Board
(FASB} issued Statement of Financial Accounting Standards (SFAS) No. 154, Accounting Changes and
Error Corrections. This statement replaces APB Opinion No. 20, Accounting Changes, and FASB
Statement No. 3, Reporting Accounting Changes in Interim Financial Statements, and changes the
requirements for the accounting for, and reporting of, a change in accounting principte and corrections of
errors. SFAS 154 is effective for fiscal years beginning after December 15, 2005. Adoption does not have a
material impact on the U.S. GAAP information in the Company's Statement of Financial Condition.

3. Receivables from Brokers, Dealers, and Clearing Organizations

included in the receivables from brokers, dealers, and clearing organizations are unsetiled proprietary
trades.

The Company conducts business with brokers and dealers that are members of the major securities
exchanges. The Company monitors the credit standing of such brokers and dealers and the market value
of collateral and requests additional collateral as deemed appropriate.

4. Securities Owned

Securities owned are recorded at market or fair value and consist of the following at December 31, 2006:

Corporate ODHGBHONS ......ci it i s e s st as st sas bbb etne b bseaa s brnnneennsesan $ 286,034,699
State and Municipal ObligatoNS........ccireiiiieii e cere e s rree e se e ee e s e ease v oo eren 92,759,102
U.S. Government and Agency OblIgatlons ..o e rer st s rranreerr e re s eran 83,105,216
Bankers Acceptances, Certiflcates of Deposit, and Commercial Paper............covvcoicvimivencereeeenn. 4,860,493

Stocks and Warrants 9,957
OIPHONS <..rerccerarrrrerrresrres e vrresrtsenresensesrran e erensesranesssans saressabnass rssstssassnsasessnnes saseesseessnnesnsarassnsrssns 2,344
TOMBL. ettt e e s e e et ee s e ntn et e e eneen s e rnbeterannesaesnatnnnteeeesenerasanrernteres $ 466,771,811

The interest rate risk of these positions is managed through the use of exchange traded Treasury futures
contracts.

Included in securities owned is a $5.9 million U.S, Treasury bill segregated in a special reserve bank
account for the exclusive benefit of customers in accordance with Securities and Exchange Commission's
Rule 15¢3-3.




LaSalle Financial Services, Inc.

Securities sold, not yet purchased obligate the Company to purchase the securities at a future date at then-
prevailing prices which may differ from the market values reflected in the Statement of Financial Condition.
Accordingly, these transactions result in off-balance sheet risk, as the Company's ultimate obiigation to
satisfy the sale of securities sold, not yet purchased may exceed the amount refiected in the Statement of
Financial Condition.

5, Subordinated and Other Borrowings

The Company has a $1.9 billion revolving credit facility with ABN AMRO Bank. The facility expires on
January 1, 2007, but allows for automatic one-year extensions upon the anniversary date of the facility at
the lender's option. Interest on ovemight borrowings accrues at the lower of the cost of funds plus 1/8% or
the Federal Funds rate pius 1/8%. Interest on borrowings that are longer than overnight accrue at an
agreed upon rate. At December 31, 2006, the Company had $258.4 million drawn against this facility.

The Company had no subordinated borrowings throughout 2006.

6. Income Taxes

The net deferred inoor'he tax asset as of December 31, 2006, Is as follows:

Deferred Income Tax:

AASSBES it e rtre it er it re s st e s e e ne e ar et ns e veserae s s R e e ea L et eR bbb oL S e be s oA bbb s bt et a i snhsbabaesbee et enms e sns $ 3,204,215
Liabilities ..ove oo eoveeeeeeee e e 79,332
Net Deferred INCOME TAX ASSEL ... veccireirrrerssrsrrnsrsnrrse s s ssssssassmsrssssessases et reee s batashen beranbmenin $ 3,124,883

The 2006 net deferred asset is recorded in other assets and relates primarily to intangible assets and
various compensation plans. Management has determined that no valuation allowance is necessary for the
deferred tax asset at December 31, 2006, as it is anticipated that the asset will be realized.

7. Benefit Plans

Group Retirement Plan: ABN AMRO Bank sponsors a noncontributory, defined-benefit pension plan‘
covering substantially all U.S. salaried employees. Assets held by the plan consist primarily of shares of
registered investment companies and pooled trust funds.

Profit Sharing and Savings Plan: ABN AMRO Bank sponsors a profit sharing and savings plan under
Section 401 (k) of the Internal Revenue Code, covering substantially all U.S, salaried employees. Under the
plan, employee contributions are partially matched by the respective ABN AMRO Bank subsidiary. In
addition, the respective ABN AMRO Bank subsidiary may allocate a portion of its net profits to empioyees’
accounts in the plan.

Group Welfare Plan: ABN AMRO Bank provides welfare and life insurance benefits to substantialty all U.S.
salaried employees and their dependents.

Retiree Medical Health Plan: ABN AMRO Bank sponscrs a defined benefit plan providing an optionat
retiree medical insurance program to its U.S. retirees under Section 401{h} of the Internal Revenue Code.
The 401(h} plan assets mainly consist of investments in fixed income and equity mutual funds and are
available only for the payment of retiree medical benefits. These retiree programs are first available to
retirees at age 65 with five years of service. All covered retirees are required to contribute to the cost of
their coverage, and the provisions of the plan may change at the discretion of ABN AMRO Bank.




LaSalle Financial Services, Inc.

" 8. Collateral Policy

The Company's policy is to take possession of securities with a market value in excess of the principal
amount loaned, plus accrued interest, to collateralize securities purchased under resale agreements. The
Company monitors daily the market value of the underlying securities that collateralize the related
receivable on resale agreements, including accrued interest, and requests additional collateral when
deemed appropriate,

in certain circumstances, the collateral securities are received on terms that permit the Company to pledge
or sell the securities to others. At December 31, 2006, the Company obtained securities with a fair value of
approximately $144.6 million on such terms of which none have been either pledged or otherwise
transferred to others.

9. Related Party Transactions

Resale agreements with Affiliates at December 31, 2006, were $145.4 million, all of which are due in
January 2007.

Directors, officers, and affiliates of the Company have brokerage accounts introduced by the Company to
the clearing broker, or had other transactions with the Company in the ordinary course of business. All
transactions were made on substantially the same terms as those prevailing at the time for comparable
transactions with unaffiliated customers and did not involve more than normal risk of collectibility or present
other unfavorable features.

The Company maintains lease agreements with various affiliates where the respective affiliate charges the
Company for the use of office space. The charges are based on a percentage of the Company's adjusted
sales revenue. The leases are cancelable or renewable with 30 days’ notice at the aption of the Company.

10. Commiiments and Contingencies

Although the Company is a defendant in various legal proceedings arising in the ordinary course of its
business, there are no legal proceedings that, in the opinion of management and counsel, would have a
material impact on the Company's Statement of Financial Condition.

In the normal course of business, the Company enters into underwriting and other commitments. The
ulimate settlement of such transactions open at year-end is not expected to have a material effect on the
financial statement of the Company.

11. Concentration Risk

The Company is subject to concentration risk by holding large positions or committing to hold large
positions in certain types of securities, securities of a single issuer, including governments, issuers located
in a particular gecgraphic area, or issues engaged in a particular industry. Positions taken and
commitments made by the Company, including underwriting, often involve substantial amounts and
significant exposure to individual issuers and businesses. At December 31, 2006, the Company’s most
significant concentrations are related to corporate inventory positions. In addition, the majority of the
collateral held by the Company for reverse repurchase agreements consists of securities issued by the U.S.
govemment and agencies corporations. The Company seeks to fimit concentration risk through the use of
risk and credit systems monitoring procedures.



L aSalle Financial Services, Inc.

12. Transactions with Customers

For trangactions in which the Company, through the clearing broker, extends credit to customers, the
Company seeks to control the risks associated with these activities by requiring customers to maintain
margin collateral in compliance with various regulatory and internal guidelines. The Company and the
clearing broker monitor required margin levels daily and, pursuant to such guidelines, request customers to
deposit additional collateral or reduce securities positions when necessary.

The Company has agreed to indemnify the clearing broker for iosses that it may sustain from the customer
accounts introduced by the Company. At December 31, 2006, there were no amounts to be indemnified to
the clearing broker for these customer accounts. In accordance with applicable margin lending practices,
customer balances are typically collateralized by customer securities or supported by other types of
recourse provisions.

13. Requlatory Requirements

The Company is subject to the net capital requirermnents of Rule 15¢3-1 of the Securities and Exchange Act
of 1934 and has elected to compute its net capital requirements under the altemative method as permitted
by the Rule. The alternative method requires the Company to maintain a minimum net capital of $250,000.
At December 31, 2008, net capital of approximately $178.6 million was approximately $178.3 miliion in
excess of required net capital,




