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OATH OR AFFIRMATION

I, Gene Persinger _ , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Capmark Securities Inc. . .

, as
of December 31 ,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:

T e e f— ‘
ANGEL.: BRANDENSTEIN A - 7/—\” .!
1i)TARY PUBLIC £/ < .
DEHVER COUNTY Sig |

S747E OF COLORADO

e Senior VP/CFO
My Comirivsion Expires 4-11-2007 Title

i % Notary Public

This report ** cont:ains (check all applicable boxes); i

(a) Facing Page. . '

(b) Statement of Financial Condition.

(¢) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprletors Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

{h) 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.

Gy A Reconmhatlon including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computatlon 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
consolldatlon

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) Areport descrlbmg 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. l7a-5(e)(3_).
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De [I o itte ° ' Delolitte & Touche LLP

555 17th Streel
J - Suite 3600
Denver, CO 80202
: - . UsA

\ : Tel: 303.292.5400
| Fax: 303.312.4001
www.deloitte.com

INDEPEIl\IDENT AUDITORS’ REPORT

To the Board of Directors and Shareholder of
Capmark Securities Inc. (fflk/a GMAC Commercial Holding Capltal Markets Corp.)

We have audited the followmg financial statements of Capmark Securities, Inc. (formerly known as
GMAC Commerclal Holding Capital Markets Corp.} {the “Company’) for the year ended December 31,
2006, that you are filing pursuant to Rule 17a-5 under the Securities Exchange Act of 1934 This financial
statement is the responsibility of the Company’s management. Our responSIblltty 15 10 express an opinion
on this financial statement based on our audit. Y

We conducted our audit in accordance with auditing standards generallylaccepted in the, Umted States of
America. |Those standards require that we plan and perform the audit to obtam reasonabl|e assurance about
whether the financial statements are free of material misstatement. An audlt includes conSIderatlon of .
internal control over financial reporting as a basis for desngmng audit procedures that aré appropriate in
the cucumstances but not for the purpose of expressing an opinion on the effectlveness’of the Company’s
internal control over financial reporting. Accordingly, we express no such opinion. An audlt also includes
examlmng, on a test basis, evidence supporting the amounts and dlsclosures in the ﬁnancnal statements,
assessmg ‘the accounting principles used and significant estimates made by management as well as
evaluaung the overall financial statement presentation. We believe that our audit provndes a reasonable
basis for our opinion.-

In our opinion, such financial statements present fairly, in all material respects, the financial position of
Capmark! Securities, Inc. (formerly known as GMAC Commercial Holdmg Capital Marklets Corp.) at
December 31, 2006, and the results of its operations and its cash flows for the year then ended in
conforrmty with accounting principles generally accepted in the United States of America.

Do’&%{lfm Lef

March 3(ll, 2007

‘ Member of
I ] Peloiﬂa Touche Tohmatsy

I
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CAPMARK SECURITIES INC.

(f'k/a GMAC COMMERCIAL HOLDING CAPITAL MARKETS CORP )

STATEMIENT OF FINANCIAL CONDITION

AS OF DECEMBER 31, 2006

ASSETS‘
CASH AND CASH EQUIVALENTS

CASH SEGREGATED UNDER SEC REGULATIONS

RECEIVA[BLES:
Affiliates
Brokers and dealers
Custome:rs
Remarketing fees
Interest

Total receivables

INVESTI\?[EN’I‘ SECURITIES:
US Govemment securities
Mumc1pa] bonds

Morlgage backed securities
Other

Total investment securities

}
PREPAI[? EXPENSES AND ASSETS
DEFERR}lED UNDERWRITING FEES
DEFERRIISD TAX ASSET

TOTAL

LIABILITI'IES AND SHAREHOLDER’S EQUITY

LIABILITIES:
Accounts payable and accrued liabilities
Accruedlcompensation
Customer payable
Income 1axes payable, primarily to an affiliate
To|tal liabilities
COMMI'Il‘MENTS AND CONTINGENCIES
SHAREHOLDER'’S EQUITY:
Preferred stock, $1 par value; 150,000 shares authorized;
0 shares issued and ocutstanding
Common stock, $1 par value; 1,000,000 shares authonzed
301 500 shares issued and cutstanding
Capital i m excess of par value
Retained earnings

Total shareholder’s equity
TOTAL

See notes|to financial statements.

. 20,507
392,263

79,329,580
112,200
1,524,243
1,552,492
162,354

82,680,869

26,495,400
32,450,820
7,773,520
230,625

66,950,365
539,206

400,876
1,086,149

$ 152,070,235

$ 1,257,328
17,711,936
20,105,964

8,302,128

47,377,356-

301,500
16,048,997
88342382

104,692,879
$ 152,070,235




- CAPMARK SECURITIES INC. ‘i

(f/k/a GMAC COMMERCIAL HOLDING CAPITAL MARKETS CORP )

NOTES TO FINANCIAL STATEMENTS
AS OF AND FOR THE YEAR ENDED DECEMBER 31, 2006

1. ORGANIZATION AND OPERATIONS

1

Capmark Securities Inc. (formerly known as GMAC Commercial Holding Capital lt/larkets Corp.)
(the|“Company "), is a wholly-owned subsidiary of Capmark Caprtal Inc. (“Capital Inc ). Capital Inc. is a
wholly-owned subsidiary of Capmark Holding Group Inc. (“Capmark ). Capmark | had been an indirectly
wholly-owned subsidiary of General Motors Acceptance Corporatlon (“GMAC”). 0n March 23, 2006,
GMAC sold an approximate 78% equity interest in Capmark Holdmgs Grouptoa group of investors led
by affiliates of Kohlberg Kravis Roberts & Co., Five Mile Capital Parmers and Goldman Sachs Capital
Partners. Capmark changed its name from GMAC Commercial Holdmg Corp. at the time of the sale. The
Conllpany is engaged in the underwriting or private placement and tradmg and selhng of various
securltles including tax-exempt municipal, taxable debt, and equrty securities. Thege securities are issued
pmnanly for the financing of individual or pools of real estate propcts and asset backed transactions for
emerging growth and middle market corporate clients. The Company is registered w1th the Securities and
Exchange Commission (“SEC") as a general securities broker/dealer and is a member of the National
Association of Securities Dealers, Inc.

2. RISKS AND UNCERTAINTIES
|
The Company is subject to four primary business risks: (i) credit risk, (ii) interest rzirte and other market
nsks (iii) liquidity risk, and (iv) operational risk. The Company is also exposed to other related business
l‘lSka Management of these risks affects both the level and stabrllty of the Company $ earnings.

The: Company’s primary exposure to credit risk arises from its direct and indirect relatlonshlps with
borr'owers who may default and potentially cause the Company to incur a loss if i 1t 1s unable to collect
amounts due through loss mitigation strategies, and from 1nst1tqunal counterpart.res to the extent they do
not fulﬁll their obligations to the Company under the terms of specific contracts or“agreements

|
'I'heI Company’s primary exposure to interest rate and other market nsks is assocrated with its portfolio of
investment securities. Changes in the level of interest rates or changes in the yleld curves as well as
basrs risk resulting from changes in the interest rate spread among different ﬁnancral instruments, could
adversely affect the Company’s portfolio market value and its net income. ‘

Ll(.]lllldlty risk is the risk that the Company will be unable to fund 1ts assets at appropnate maturities and
rates. Liquidity risk is managed by preserving stable, reliable, and cost-effechve fundmg sources to meet
all near-lenn and projected long-term financial obligations. The Company s mix of funding sources
lnclude overnight and term borrowings from Capmark and its affiliates, repurchase[ agreements, credit
lmes with other financial institutions which may be guaranteed by Capmark and other secured and
unSccured capital markets facilities and programs. '



Operational risk is the risk of loss resulting from inadequate or failed internal procdsses systems, .
fac1ht1es human factors or external events. This definition 1ncludes operational risk events such as
1nforrnatlon technology and organizational structure issues, weaknesses in rntemal’controls human
error, fraud, and external threats. Operational risk is mitigated through comprehenswe ongoing risk
management practices and internal control procedures.

SIGNIFICANT ACCOUNTING POLICIES _ f

Crttrca[ Accounting Estimates—The preparation of financial statements in confonimty with generally
accepted accounting principles in the United States of America requlres managemd]nt to make estimates
and assumptlons that affect the reported amounts of assets and liabilities, disclosure of contingent assets
and llablhtles and the reported amounts of revenues and expenses. The Company’ s'estimates and
assumptlons primarily arise from risks and uncertainties associated with credit exposure and interest rate
and Irnarket spread volatility. Future changes in market trends and condltlons may occur which could
cause actual results to differ materially from the estimates used in prepanng the accompanymg financial
statements. . :

A
Cash and Cash Equwalents—Cash and cash equivalents include all cash on hand,ior deposits and
1nvestrnents excluding cash segregated under SEC regulations. The Company considers all highly-liquid
1nve|stments with an original maturity of three months or less at the time of purchas'e to be cash
equivalents, 1

Recetvables—Accounts receivable from (payable to) brokers and dealers represents the contract value of
settled and unsettled securities transactions and joint account balances arising from'pamclpatlon in
unde rwritings. : ,

I
Recewables from affiliates represents money owed to the Company from Capmark: Fmance Inc.
(Calzlvmark Finance), a wholly owned subsidiary of Capmark. Generally, any cash ﬂows not needed by the
Company for operations.are sent to Capmark Finance, which pays the Company 1nterest
Sub‘l,tantlally all of the clearing and depository operations for the Company are performed by clearing
organizations pursuant to clearing agreements. The Company has indemnified these organizations for
any losses as a result of a customer’s nonperformance.

Periodically, the Company borrows amounts from clearing organizations for the purchase of securities.
Interest accrues on the outstanding balance at a rate generally corresponding to the pubhshed broker call
rate.

l
Securities Transactions—Investment securities are carried at fair value, with unreahzed holding gains
and losses recorded currently as Trading profits, net, in the Statement of Income. The Company
detet:'mmes fair value by reference to published sources or dlscountlng the expectecd future cash flows
over|the anticipated life of the securities using estimated market yields for similar i mstruments Amounts
recellvable and payable for securities transactions that have not reached their contractua] settlement date
are recorded net on the Statement of Financial Condition, \
Purchases and sales with normal settlement periods are recorded based upon trade date Gains or losses
recoomzed on the sale of securities are determined using the spec1ﬁc identification method and included
in Trading profits, net in the Statement of Income.

|
!
!
]




RBVILHH(? Recognition—Investment banking fees include advisory fees selling concessmns and
manlagement and underwriting fees and are recorded, net of related’ eXpenses, when the services are
complete, the revenue is reasonably determinable and collection is reasonably assured Remarketing fees
and other advisory fees are recognized in income as earned. Other advtsory fees relate to various advisory
type programs not directly related to investment banking. The receivable for deferred underwriting
represents fees earned on completed transactions that will be received by the Company over an extended
penod of time.

Em;!:loyee Stock Options—The Company, through Capmark, parttcnpates ina stock option award
program which provides certain members of management who purchased shares of Capmark’s common
stock with the option to purchase additional shares of common stock at a specxﬁed pnce, once certain
t1me|-based and performance-based vesting conditions are met. The'Company accounts for share-based
payments issued to employees in accordance with SFAS No. 123 (Revrsed 2004), “Share-Based
Payment” or “SFAS No. 123R.” This Statement establishes the standards for accounting for transactions
in which an enterprise receives goods or employee services in exchange for equity instruments of the
enterpnse or incurs liabilities in exchange for goods or employee serv1ces that are based on the fair
valule of the enterprise’s equity instruments or that may be settled by the issuance of such equity
mstmments SFAS No. 123R requires companies to estimate the fair value of share-based payment
awards on the date of grant using an option-pricing model. Accordmgly, the Company measures the fair

'valule of its option awards based on the grant date fair value of the award, which is estlmated through a

Black Scholes option-pricing model. ,
The Company has classified these stock options as equity mstruments under the gulrdelmes of SFAS No.
123$ The Company recognizes compensation expense associated w1th these equlty instruments in the
statement of income as a component of the compensation and beneﬁts for the poruon of outstanding
awards which are ultimately expected to vest. These instruments are amortized to expense over the
requnsne service period, which the Company considers to be the vesting period of the options.
Financial Instruments—The Company’s financial instruments consist of cash and cash equivalents,
fees'and other receivables and securities owned. The carrying values of fees and other receivables
approximate fair value. Securities owned are recorded at fair value.

Income Taxes—Income taxes are recorded in accordance with SFAS No. 109, Accountmg for Income

Taxes (“SFAS No. 109”). The asset and liability approach underlylng SFAS No. 109 requires the

recolgmtton of deferred tax liabilities and assets for the expected future tax consequences of temporary
dlff( rences between the carrying amounts and tax basis of the Company s assets and liabilities. The
Company s results of operations are included in the consolidated United States federal income tax return
and Iappltcable unitary and/or combined state income tax returns of, Capmark. The Company provides for
its taxes pursuant to a tax sharing arrangement with Capmark and periodically settles accounts that are

current]y receivable or payable.
CASH SEGREGATED UNDER SEC REGULATIONS

Caslll of $392,263 has been segregated in a special reserve bank account for the exclusnve benefit of
customers under Rule 15¢3-3 of the SEC. The Company was requlred to have cash'on deposit based
upon the December 31, 2006, computation required under Rule 15c3 30f$18,627; 449 In accordance
w1th the requirements of Rule 15¢3-3 the Company deposited $18, 500,000 to the spec1a1 reserve bank
account on January 2, 2007, within the time frame permitted by the Rule.

I
|



SHORT TERM BORROWINGS )

The Company has a short-term borrowing agreement with one clearmg orgamzatlon for short-term
demand borrowings with a credit limit of $20.0 million. Borrowmgs under this agreement bear interest at
the publlshed broker call rate. When drawn, loans are collateralized by securiti€s and assets deposited
withlor pledged to the clearing organization, including cash on deposn which is not'restncted asto
withdrawal. The Company had no borrowings under this agreement at December 31 2006.

!

DEFERRED INCOME TAXES

Deferred taxes have been provided for all temporary differences using current federal income tax rates
adju|sted for the effects of state income taxes, At December 31, 2006 the deferred tax asset related
primarily to compensation recorded for book purposes in advance of when tax deducuons will be taken.
A valuatlon allowance has not been established against the Company s deferred tax assets at

Dect mber 31, 2006, because the Company has determined that it is more likely than not that all such tax
assets will be realized in the future. |

FASB Interpretatxon 48 Accounting for Uncertainty in Income Taxes (“FIN 48”) was issued in July 2006
and i ls required to be adopted by the company at the beginning of ﬁscal year 2007. The company is
currently evaluating the impact of FIN 48 on its financial statements but is not yet m a position to
determine the impact of the standard. '

FAIR VALUE OF FINANCIAL INSTRUMENTS

SFAS No. 107, Disclosure about Derivative Financial Instrumentr, requires dlsclo'sure of the fair values
of a]l assets and liabilities classified as financial instruments, off-balance sheet ﬁnancral instruments and
derivative financial instruments. Fair value is the amount that a ﬁnancral 1nstrument would be exchanged
for 1|n a current transaction between willing parties. The Company estimates fair value amounts through
the use of avallable market information and appropriate valuation methodologies as discussed below.

leferent assumptions or changes in future market conditions could significantly affect the estimates of
fair value and therefore, the net realizable value of the Company’s financial 1nslrun"|ents could differ
frorn the estimates presented below. Fair value information presented herein is based on information
avai lable as of December 31, 2006, and may differ significantly from amounts presented herein. In
addrluon the estimates presented below are indicative of individual financial instruments and should not
be clonmdered an indication of fair value of the Company as a whole.
The |est1mated fair value of the Company’s assets and liabilities classrﬁed as ﬁnancral instruments as of
December 31, 2006, are the same as their carrying value. The followrng methods and assumptions were
used to estimate the fair value of each class of financial instrument for which it is pracucable o estimate
such value:

Cash and Cash Equivalents—The carrying amount approximates fair value because of the short term
nature of the instrument. ‘

Cas{: Segregated Under Sec Regulations—The carrying amount approximates fa1r value because of the
short term nature of the instrument.

Receivables—The carrying amount approximates fair value because of the short term nature of the
receivables and advances. _ !

4
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Investment Secunues—The carrying value of investment securities is equal to thelr fair value. Fair value
is determmed based on published rates or dealer price quotations and through pncmg models. Pricing
models consider the time value of money and other economic factors that 1nﬂuence the value of such
related financial instruments.
STOCK BASED COMPENSATION |

k|
Through Capmark the Company participates in a stock option award program Wthh provides certain
members of management who purchased shares of Capmark’s comr'non stock with the option to purchase
addmonal shares of common stock at a specified price, once certam time-based and performance -based
vestmg conditions are met. These stock options were issued on a ﬁve -year graded vestmg schedule with
certain requisite service conditions. The options expire ten years after the grant date Certain of these
stock options become vested if Capmark achieves specific annual performance targets The weighted-
average exercise price of the stock options is $5 per share. *

The followmg table summarizes stock option activity and related information for the year ended
December 31, 2006 (in thousands):

NUMBER OF

| OPTIONS
Initi;aj option grants 2,501
Opdons exercised -
Oetions forfeited . 20
Opt}ons expired . j --
Opt]ions outstanding as of December 3 1, 2006 . 2,481

No dptlons vested during the year ended December 31, 2006; therefore, no options' were exercisable as
of December 31, 2006. ;

The !falr value per share of the options was $1.80 as of the grant date. The fair valud of the option awards
was measured based on the grant date fair value of the award, whrch is estimated through a Black-
Scholes option-pricing model using the assumptions below. Expected stock price volatrhty was based on
a calculated value which was determined through the weighted average stock volatilities of appropriate
1ndu|stry sector benchmarks. The expected term of the options granted was equal tollthe estimated life of
the options. The annual risk-free rate for periods within the contractual term of the Options was based on
the J -year US Treasury yield curve. The Company does not expect to pay any d1v1dends
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11.

The following table summarizes the assumptions used to value the options grants: ;

Expected term of the option (in years) 6.5
Annual risk-free interest rate ' 4.7 %
Expected annual dividend yield -

Exp»!:cted stock price volatility ' 233 %

EMPLOYEE BENEFIT PLANS .g

The Company participates in a defined contribution savmgs plan (the “Savings Plan”) established for all
entmes within Capmark. Generally, employees may contribute up t0 99% of base compensatlon to the
plan with the Company matching up to 6% each year with certain limitations. ‘t

|

RELATED PARTY TRANSACTIONS

The‘Company is a member of a group of affiliated companies and has extensive relatlonshlps with
members of the affiliated group. Because of these relationships, it 1s possible that the terms of these
tranactions may be different than those that would result among unrelated parties. i

Receivable from affiliate represents money owed to the Company from Capmark Finance.
1

FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET RISK AND
CONCENTRATIONS OF CREDIT RISK ‘

/
In the normal course of business, the Company enters into securmes transactions as pnncxpal The
seconUes subject to such transactions create two kinds of risk. Flrst risk of loss anses in the event a
secmlmty is not received from a seller of the security, and the market value has 1ncreased over the contract
amount of the Company’s obligation to deliver the security to its customer. Second' the Company is
subject to nisk of loss if a purchaser of securities does not pay for the securities, and the market value of
suclll securities decreases below the contract amount.
Con'centrahons of credit risk exist for groups of, or large mdmdual counterparties when they have
snmlla: economic characteristics that would cause their ability to meet obligations to be similarly affected
by economic, industry or geographic factors. As a securities broker/dealer the Corﬁpany is engaged in
various securities trading and brokerage activities servicing domestlc corporations, institutional investors
and! occasionally, individual investors. The vast majority of the Company s transac_ltlons are executed
w1th institutional investors, including mutual funds, other brokerldealers, commercial banks, insurance
compames and other financial institutions and are generatly collatelrallzed by the secunty being traded or
brokered The Company’s exposure to credit risk associated with the performance | of these customers in
fulﬁllmg their contractual obligations, pursuant to securities transacuons can be dlrectly impacted by

‘'volatile securities markets, credit markets and regulatory changes which may impair the counterparties’

A
abllllty to satisfy their obligations to the Company. In connection with these activities, the Company seeks
to control its credit risk and the potential for risk concentration through a variety of reporting and control
pr0( edures.

I
i



1 1
| a
|
1 ;
Leases—The Company is obligated under non-cancelable operating leases primarily for office facilities.

The future minimum rental payments under each of the five years after December 31 2006, are as
follows:

12. COMMITMENTS AND CONTINGENCIES

Years En'ding

December 31

2007 ‘ $1,280,651
2008 1,250,350
2009 ; 1,250,350
2010 _ 1,250,350
2011 1,250,350
Thereafter . 625,175

| | $6907,226

1
Remarketing Agreements—The Company has agreed to serve as remarketmg agent on 662 variable rate
dem.lmd note issues. By its appointment as remarketing agent, the Company agrees | to among other
thmgs sell'on a best efforts basis any securities that may be tendered from time to ume by the holders of
the slecuntles according to the bond documents. In all such cases, securities holders rights to tender are
supported by a liquidity facility such as a letter of credit or insurance company guaranty provided by the
issuer of the security. _

|
If the Company is unable to resell the securities, the Company w1th|proper nonﬁcatlon can require the
letter of credit issuer or guarantor to purchase the securities. Total aggregate pnm:lpal amount of
secuntles outstanding under these agreements was approximately $7.7 billion as of: December 31, 2006.
The |Company is paid a remarketing fee to serve in its capacity as remarketmg agent

I
Gua;r'antees—The Company has entered into contracts in the normal course of busmess that include
certain indemnifications within the scope of FIN 45 under which it could be reqmred to make payments
to thllrd parties upon the occurrence or nonoccurrence of certain future events. The Company has not
recorded a liability for the indemnities in the accompanying financral statements, either because the
mdemmficatlon existed prior to January 1, 2006, and is therefore not subject to Lhe:measurement
reqmrements of FIN 45, or because the Company has determined the mdemmficatlon to be de minimus
based upon the current facts and circumstances that would trigger a payment under the indemnification
clause. 'i
ngatwn—'l“he Company may become a party to claims arising in/the normal cou:lse of its business. No
such claims have come to the attention of management or 1ts legal counsel that would have a material
adverse effect on the Company’s financial position.
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NET CAPITAL

The Company is subject to the Securities and Exchange Commrssron Uniform Net Capltal Rule (SEC
Rule# 15¢3-1), which requires the maintenance of minimum net capltal The Company has elected to use
the altematwe method, permitted by the rule, which requires that the Company mamtam minimum net
capltal as defined, equal to the greater of $250,000 or 2% of aggregate debit balanc’es arising from
customer transactions, as defined. The net capital rule of the Securities and Exchange Commission also
pr0v1des that equity may not be withdrawn if resulting net capital would be less than 5% of aggregate
deblts At December 31, 2006, the Company’s aggregate debit ltems were $1,524, 243 therefore, the
Company s net capital requirement was $250,000. Net capital at December 31, 2006 was $20,157,406,
resulting in net capital in excess of the requirement of $19,907,406. | Net capital in excess of the greater
than!5% aggregate debits or $120,000 rule was $20,037,406 at December 31, 2006

SUBSEQUENT EVENT

|
On February 7, 2007, the Company sold its operations related to the underwriting of bonds for the
affordable housing segment. This consisted primarily of the remarketmg agreements, facilities leases,

‘and the employees associated with these operations. The Company received approx'rmately $11.8 million

for t]l‘lf: sale.
}
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De l o I tte ° . Deloitte & Touche LLP

555 17th Streel
Suite 3600

" Denver, CO 80202
. ' USA

' Tal: 303.292.5400
. Fax: 303.312.4001
www.deloitte.com

March 30! 2007
|

To the Bofard of Directors and Shareholder of
Capmark Securities Inc. .

| i '
In planmng and performing our audit of the consolidated financial statements of Capmark Securities Inc.
(formerly:known as GMAC Commercial Holding Capital Markets Corp.) (the * Company "} as of and for
the year ended December 31, 2006 (on which we issued our report dated March 30, 2007}, in accordance
with audltmg standards generally accepted in the United States of Amenca we consrdered the Company's
internal control over financial reporting ("internal control”) as a basis for designing our a|ud1t1ng
procedures for the purpose of expressing our opinion on the consohdated 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 effectiveness of the Company's internal control. ;

Also, as requrred by Rule 17a-5(g)(1) of the Securities and Exchange Commrssron (the "SEC“) we have
made a study of the practices and procedures followed by the Company, including consrderatron of control
activities for safeguarding securities. This study included tests of compliance with such practlces and
procedures that we considered relevant to the objectives stated in Rule 17a—5(g) in the followmg )
making tllle periodic computations of aggregate debits and net capital under Rule 17a- 3(a)(1 1) and the
reserve required by Rule 15¢3-3(e) (including the practices and procedures followed by the Company in
making the periodic computations for proprietary accounts of mtroducmg brokers (PA]B)) (2) making the
quarterly securities examinations, counts, verifications, and compansons and the recordatron of
differences required by Rule 17a-13; (3) complying with the requrrements for prompt payment for
socurltles{ under Section 8 of Federal Reserve Regulation T of the Board|of Governors of the Federal
Reserve System and (4) obtaining and maintaining physical possession or control of all fully paid and
excess margm securities of customers as required by Rule 15¢3-3. ,

l
The management of the Company is responsible for establishing and maintaining mtemal control and the
practices|and procedures referred to in the preceding paragraph. In fulfilling this responsrbthty, 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
practicesjand procedures can be expected to achieve the SEC’s above-mentioned objectrves Two of the
objectives of internal control and the practices and procedures are to prdvrde management with reasonable
but not absolute assurance that assets for which the Company has responsrblllty are safeguarded against
loss from unauthorized use or disposition, and that transactions are executed in accordance with
managements authorization and recorded properly to permit preparation of financial statements in
conforrmty with generally accepted accounting principles. Rule 17a-5(g) lists addmona_l objectives of the
practices!and procedures listed in the preceding paragraph.

Because of inherent limitations in internal control and the practices and procedures referred to above,
€rror 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.

I
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A control deficiency exists when the design or operation of a control does not allow management or
employeesl in the normal course of performing their assigned functions, to prevent or detect misstatements
ona tlmely basis. A significant deficiency is a control deficiency, or combmauon of control deficiencies,.
that adversely affects the entity’s ability to initiate, authorize, record, process or report ﬁnanc1al data -
reliably inJaccordance 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 1nconsequent1al will
not be prevented or detected by the entity’s internal conirol.

A material weakness is a significant deﬁc1ency, or combination of 51gn1ﬁcant deﬁcrenmes, that results in

- more than|a remote likelihood that a material misstatement of the ﬁnanc1al statements w1ll not be

prevented or detected by the entity’s internal control. | i

Our con31derat10n of internal control was for the limited purpose descrlbed in the first and second
paragraphs and would not necessarily identify all deficiencies in internal ‘control that mlght be material
weaknesscI,s We did not identify any deficiencies in internal control and |(:()ntrol acnvrtres for
safeguardmg securities that we consider to be material weaknesses, as defined above. |

r
|

We understand that practices and procedures that accompllsh the Ob_]CCthES referred to m 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 practlces and procedures that do not
accomphsh such objectives in all material respects indicate a material madequacy for such purposes.

| 1
Based on this understanding and on our study, we believe that the Companys practices and procedures, as
descnbed’m the second paragraph of this report, were adequate at December 31, 2006, to meet the SEC’s
objectives. I
This report is intended solely for the information and use of the Board of Directors, management, the SEC,
and otherllregulatory agencies that rely on Rule 17a-5(g) under the Secuntres Exchange Airct of 1934 in
their regulatlon of registered broker-dealers, and is not intended to be and should not be used by anyone
other than these specified parties.

Yours truly,

Mﬁ% ka1
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