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OATH OR AFFIRMATION

I, Dan H. Arnold , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
UVEST Financial Services Group, Inc. , 8s

of December 3] L2008 , are true and correct. I 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:

s TN r)£W
e Y

TN ._.7 : _‘ J Dan H. ARnold

. : Signature

&WO& Coommsghin o

Notary Public
My Commission Expires March 15, 2009

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

(a)} Facing Page.

(b) Statement of Financial Condition,

(¢) Statement of Income {Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockhaolders’ Equity or Partners’ or Sole Proprietors’ 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.

() 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) A reportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

oot o [BoovBoteicict

** For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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ccountants and Business Advisors

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To the Board of Directors of
UVEST Financial Services Group, Inc. and Subsidiaries:

We have audited the accompanying consolidated statement of financial condition of UVEST Financial Services
Group, Inc. (a North Carolina corporation) and Subsidiaries as of December 31, 2006, and the related
consolidated staternents of income, changes 1 sharcholders’ 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 consolidated financial
statements and the schedules referred to below are the responsibility of the Company’s management. Our
responsibility is to express an opinion on these consolidated financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
as established by the American Institute of Certified Public Accountants. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes consideration of internal control over financial reporting as a basis for designing
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effecuveness of the Company’s intemnal control over financial reporting, Accordingly, we express no such
opmnion. An audit also includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements, assessing the accounting principles used and significant estimates made by management,

as well as evaluating the overall financial staternent presentation. We believe that our audit provides a reasonable
basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fately, in all material respects, the
financial position of UVEST Financial Services Group, Inc. and Subsidiaries as of December 31, 2006, and the

results of their operations and their cash flows for the year then ended in conformity with accounting principles
generally accepted in the United States of America.
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704,632.3500
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Grant Thornton %

Our audit was conducted for the purpose of forming an opinion on the basic consolidated financial statements
taken as 2 whole. The information contained in Scheduies [ and 111 is presented for purposes of additional
analysis and is not a required part of the basic consolidated financial statements, but is supplementary information
required by Rule 17a-3 of the Securities Exchange Act of 1934. Such information has been subjected to the
auditing proccdures applied in the 2udit of the basic consolidated financial statements and, in our opinion, 1s fairly
stated in all maregial respects in relation 1o the basic consolidated financial statements taken as a whole.

As described in Note A to the consolidated financial statements, the Company was acquired by LPL Holdings,

Inc. on January 2, 2007,
Ly Tondon 1L

Charlotte, North Carolina
Mareh 27, 2007



UVEST Financial Services Group, Inc. and Subsidiaries

Consolidated Statement of Financial Condition
As of December 31, 2006

Assets
Cash and cash equivalents $16,006,046
Receivabies 7,187,702
Furniture and equipment, net of accumulated depreciation of $2,728,868 1,820,636
Other assets 881,586

$25,895,970

Liabilities and Shareholders’ Equity -

Liabilites:
Commissions pavable $13,465,200
Accounts payable 622,659
Capital lease obligations 495,242
Deferred rent (643,266
Other accrued expenses 3,972,139

Total liabiities 19,198,506

Commiunents and contingencies (Note C)
Shareholders’ equity:
Class A voting common stock (1,200,000 shares authorized, 858,650 shares issued and

outstanding) . . 8,587
Additional paid-in capital 205,064
Retained earmings 6,483,813

Total shareholders’ equity 6,697,464
$25,895,970

The accompanying notes are an integral part of this consolidated financial statement.
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UVEST Financial Services Group, Inc. and Subsidiaries

Consolidated Statement of Income
For the Year Ended December 31, 2006

Trading income:
Gross commission revenue
Less — Cleanng charges

Net trading income

Other income

Expenses:
Commissions
Salaries and wages
Emplovee benefis
‘T'ravel and lodging
Payroll taxces
Rent

Depreciation and amortization

Professional services
Technology
Supplies

Telephone

Postage

Regulatory fees
Exchange fees
Traming

Equiptment
Adverdsing
Insurance

Business development
Business continuity
Recruiting

Internet

Licensing and registration fees
Subscniptions and publicadons

Other

Net income

The accompanying notes are an integral part of this consolidated financial statement.
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$131,693,140

(2,732,316)

128,960,824
13,432,676

142,393 500

108,343,778
16,114,637
2.891,710
1,491,630
1,229,026
672,338
818,370
441,539
328,328
252 232
397,210
361,488
355,888
267,480
162,394
127,930
119,851
189,214
80,579
47,747
19,186
61,525
104,283
20,535
1,411,561

§ 6,083,041



UVEST Financial Services Group, Inc. and Subsidiaries

Consolidated Statement of Changes in Shareholders® Equity

For the Year Ended December 31, 2006

Class A
Voung Additonal
Common Paid-in Shareholder Retained
Stock Capital Loans Earnings Total
Balance, December 31, 2005 $8,587 $205,064 $(372,900) $5.661,040  §5.501,791
Net income 0 ] 0 6,083.041 6,083,041
Distribuaons to shareholders 0 0 0 (5,260,268)  {5.260.268)
Shareholder loans forgiven 0 0 372,900 0 372,900
Bailance, December 31, 2006 $8.587 $205,064 S 0 $6,483,813  $6,697.464

The accompanying notes are an integral part of this consolidated financial statement.
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UVEST Financial Services Group, Inc. and Subsidiaries

Consolidated Statement of Cash Flows
For the Year Ended December 31, 2006

Cash flows from operating activides:

Net income $ 0,083041
Adjustments 1o reconcile net income to net cash provided by operaung acuvides:
Depreciation and amortization 818,370
Deferred rent 38,890
Shareholder loans forgiven 372,900
Changes in assets and Liabiliges:
Recetvables (4,193,528)
Other assets (351,247)
Commussions payable 6,425,999
Accounts payable 399,269
Other accrued expenses 835,547
Net cash provided by operating activities 10,429,241
Cash flows from investing activites — Purchases of furnirure and equipment {1,190,933)
Cash flows from financing activites:
Increase in capital lease obligations 276,584
Distributions to shareholders (5.260,268)
Net cash used in financing activides (4,983,684)
Net increase in cash . W
Cash and cash equivalents, beginning of year 11,751,422
Cash and cash equivalents, end of year $16,006.046

The accompanying notes are an integral part of this consolidated financial statement.
Page 6




UVEST Financial Services Group, Inc. and Subsidiaries

Notes 1o Consolidated Financial Statements
December 31, 2006

Note A - Organization and Summary of Significant Accountng Policies

Nature of Business

UVEST Financial Services Group, Inc.. a North Carolina cotporation (UVEST or the Company) and
Subsidiaries, is a registered broker-dealer that provides full-service and discount brokerage services to customers
referred to the Company through arrangements with financial institations located throughout the United States of
America. As a registered broker-dealer, the Company is subject to various rules and regulations promulgated by
the Securities and Exchange Commission (SEC) (see Note G). Accordingly, the accompanying consolidated
financial sratements have been prepared in accordance with accounting principles generally accepted in the United
States of America as applicable to brokers and dealers in securities.

During 2005, the Company formed a wholly owned subsidiary, UVEST BD-A, LLC, a North Caroiina limited
liability company (BD-A). On July 1, 2005, BD-A acquired Philadelphia Corporation for Investment Services
(PCIS), a corporation formed under the laws of the Commonwealth of Pennsylvania. PCIS is an investment
advisor and registered broker-dealer that provides brokerage services to customers located primarily in the
Northeasrern United States. At the time of purchase, PCIS held no tangible assets or liabilities and was acquired
by BDD-A for the aggregate purchase price of $100. Under the terms of the purchase agreement, PCIS mnay be
repurchased at any time by its previous owner for the repurchase price of $100. The Company recognizes the
commission revenue on all brokerage transactions conducted through PCIS in its consolidated financial

statemnents, as well as the commissions expense paid to the previous owner of PCIS pursuant to a sub-clearing
and brokerage services agreement.

During 2005, the Company formed UVEST Asset Management, LLC (UAM), a North Carolina limited liabilicy
company and wholly owned subsidiary of the Company. Through UAM, the Company offered invesunent
products to its customers. UAM was the general partner in UVEST Energy Fund, LP, a Delaware limited

partnership hedge fund focused primarily on energy market investments. During 2006, the Company liquidated
UVEST Energy Fund, LP. '

On January 2, 2007, the shareholders of the Company sold all of the issued and outstanding shares of the
Company’s stock to LPL Holdings, Inc. (LPLH) for cash and shares of common stock from its parent, LPL
Invesunent Holdings Inc. (LPLIH). On January 29, 2007, LPLH conuibuted an additional $1,500,000 to the
Company for additional working capital.

Principles of Consolidation

The consolidated financial statements reflect the activities of the Company and its whelly owned subsidiaries for
the year ended December 31, 2006. All significant intercompany transactions and balances have been eliminated.

As of December 31, 2006, the Company has applied, as required, FASB Interpretation No. 46R (FIN 46R) to its
investment in PCIS. The Company concluded that PCIS meets the definition of a variable interest entity (VIE).
However, based on the provision of FIN 46R, the Company is not required to consolidate PCIS. The Company’s

maxtmum exposure to loss as a result of its involvement with PCIS is limited to the Company’s recorded
investment in this VIE.

Page 7




UVEST Financial Services Group, Inc. and Subsidiaries

Notes 10 Consolidated Financial Statemenis
December 31, 2006

Revenue Recognition

The Company is a noncarrying, nonclearing broker-dealer. Commission revenue and the related cleating charges
are recorded on the trade-date basis.

Other Income

Included as other income arc revenues received from various other products and services sold through the
Company’s arrangements with financial institudons. These revenues include approximately $4,341,000 in vendor
marketng dollars, approximately $2,868,000 in trailer fees and approximately $1,417,000 in net revenue earned
through trades processed for other broker-dealers.

Cash and Casbh Equivalents

Short-term investments with original maturities of three months or less are considered cash equivalents. The
Company’s cash balances generlly exceed FDIC insurance levels.

Receivables

Receivables include approximately $2,827,000 in trailer fees and approximately $1,172,000 in vendor marketing
dollars due from certain product partners.

Furnitire and Equipment

Furniture and equipment are stated at cost and depreciated over their esumated useful life of three to ten years
using principally an accelerated method. Additions to furniture and equipment and major improvements or
replacements are capitalized. Maintenance and repair costs, which do not improve or extend the useful lives of
fixed assets, are charged to expense when incurred. The Company holds capital leases for furniture and
equipment, the book value of which totaled approximately $480,000 at December 31, 2006.

Other Assets

Included in other assets is approximately $335,000 in prepaid expenses as well as approximately $226,000 in
corporate-owned life insurance policies held by the Company through the UVEST Non-Qualified Deferred
Compensation Plan (Note E),

Other Accrued Expenses

Included in other accrued expenses is approxirnately $1,217,000 related to bonus compensation for employees
and shareholders, approximately $1,310,000 in accrued compensation related to the UVEST Financial Services
Group, Inc. Phantom Stock Plan (Note E), and approximately $270,000 in accrued benefits related to the UVEST
Non-Qualified Deferred Compensation Plan (Note E).

Page 8



UVEST Financial Services Group, Inc. and Subsidiaries

Notes to Consolidated Financial Statements
December 31, 2006

Income Taxes

The Company has elected to be treated as an S corporation for federal and state income tax purposcs. As such,
shareholders of the Company will report substantially all income or losses of the Company on their individual tax
returns. Accordingly, the Company does not provide a provision for income taxes o tax liabilities in its financial
statements.

Use of Estimates in Preparaton of Financial Statements

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America requires management to make estimares and assumptions that affect the reported amounts of
assets and Habilitics and disclosure of contngent 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.

Impairment of Long-lived Assets

The Company accounts for the impairment and disposition of long-lived assets in accordance with Statement of
Financial Accounting Standards (SFAS) No. 144, “Accounting for the Impairment or Disposal of Long-lived
Assets” (SFAS No. 144). In accordance with SFAS No. 144, long-lived assets ro be held and intangible assets
with definite lives, are reviewed for events or changes in circumstances that indicate that their carrying value may
not be recoverable. The Company periodically reviews the carrying value of long-lived assets to determine
whether or not an impairment to such value has occurred by assessing their net realizable values based on
estimated undiscounted cash flows over the remaining useful lives. The Company believes that no impairment
exists as of December 31, 20006.

Advertising Costs

The Company expenses advertising costs as incurred. Advertising costs were approximately $120,000 for the year
ended December 31, 20006.

Note B - Shareholders’ Equity

The Class A voting common stock has par value of $0.01 per share. As of December 31, 2006, 1,200,000 shares
were authorized and 858,650 were issued and outstanding,

During 2005, the Company repurchased 11,400 shares from a shareholder. These shares were simultaneously
sold to certain executive officers. In conjunction with this transaction, the Company provided loans to these
executives and recorded the related loans receivable as a reduction in equity. During 2006, the Company agreed
to terminate these loans and release the executives from any obligation. Accordingly, these loans receivable were
charged to expense in the year ended December 31, 2006.

Page 9




UVEST Financial Services Group, Inc. and Subsidiaries

Notes to Consolidated Financial Statements
December 31, 2006

Note C - Commitments and Contingencies

Leases

The Company leases office space, computer and other equipment under noncancelable capital and operating
leases that expire through 2010 and 2013, respectively. Expense relating to these leases amounted to
approximately $664,000 in the vear ended December 31, 2006. The Company's lease for office space inchodes an
escalation clause and a five-year renewal option at the end of 2013.

Minimum pavments, by vear and in the aggregate, as of December 31, 2006, were as follows:

Operating  Capital

Leases Leases Total
Year-end December 31:
2007 § 802340 $233,862  $1.036,202
2008 824,404 176,173 1,000,577
2009 847,075 100,979 048,054
2010 : 870,370 7,217 877,587
2011 894,305 0 894,505
Thereafter 1,863,067 0 1,863,067
Tortal payments 6,101,561 518,231 6,619,792
Less — Interest 0 (22,989) {22.989)

Total minimum lease payments $6,101,561 $495242 36,596,803

Litigadon

The Company is involved in certain litigation arising in the normal course of business. Management’s opinion is
that the resolution of such litigation will not have a material adverse effect on the Company’s financial condition.

Commissions from Insurance Products

Included in commissions revenue is approximately $4,310,000 in commissions earned from the sale of insurance
products. Per agreements established with the insurance providers, the Company may be required to refund
commissions received in the event of discontinued premium payments by the insured or in the event the
insurance provider returns premiums. Management believes that, should these events occur, the effects on the
financial statements would be immaterial.




UVEST Financial Services Group, Inc. and Subsidiaries

Notes 10 Consolidated Financial Siatements
December 31, 2006

Note D - Deferred Consuling Agreement

{n 1992, the Company entered into a consulting and deferred compensation agreement with its Chairman. The
agreement provides for monthly payments of approximately $8,000 to begin when the Chairman retires from his
full-time positon and begins providing business counsel and consulting services to the Company. During 2004,
the Chairman clected to retire from his full-time position and begin providing the related business counsel and
consulting services. It ts assumed that the compensation called for by this agreement represents the fair market
value of the services being provided. Such payments will continue until the Chairman’s death or the death of his
surviving spouse. If the spouse does not survive the Chairman, the Company's obligations will cease upon his
death. As of December 31, 2006, approximately §190,000 had been accrued relating to this liabilicy.

Note E - Benefit Plans

The UVEST Retirement Plan (the Plan), which is available to qualified emplovees of the Company, is a defined
contribution plan and provides for matching contributions at the discretion of the Company. The Company’s
contributions for the current vear totaled approximately §351,000.

The Management Stock Bonus Plan (the MSB Plan) has been established to compensate members of
management and offer them incentives to continuc to use their best efforts on behalf of the Company. The MSB
Plan provides participants the opportunity to purchase available shares of the Company’s stock at the book value
of common shareholders’ equity as of the previous fiscal year-end. Shares are made available for purchase under
the MSB Plan at the discretion of the Board of Directors. Sale, transfer or other exchange of shares issued under
the MSB Plan is restricted for five years after the date of issuance, with the restriction reduced on each
anniversary date of issuance by 20%. During the yvear ended December 31, 2006, no shares were made avatlable
or issued under the MSB Plan.

The UVEST Financial Services Group, Inc. Phantom Stock Plan (the Phantom Stock Plan) has been established
to compensate members of management and offer them incentives to continue to use their best efforts on behalf
of the Company. Under the Phantom Stock Plan, participants may be awarded phantom stock units, which the
Company values using a formula based on revenue and net income. Participants may eventually receive cash
payments in the amount by which the value of the units at the maturity date exceeds the initial value at the time
the units were awarded. The maturity date for each phantom stock unit granted is ten years from the issuance
date with a five-year vesting period.

The Company accounts for the Phantom Stock Plan grants in accordance with SFAS No. 123R, “Share-Based
Payment.” which allows for compensaton related to liability-based plans to be recognized over the vesting life of
those grants in accordance with the intrinsic value method. For the vear ended December 31, 2006, the Company
recognized related compensanon expense in the amount of approximately $896,000.

In connection with the LPL Transaction (Note A) all unvested shares in the Phantom Stock Plan became fully ‘
vested on January 2, 2007 (the change-in-control date). At the same time, in accordance with the Phantem Stock

Plan agreement, the share value used to calculate the value 6f units in the plan was increased to be equvalent to

3101 per share—the share value in the LPL Transaction. The pro forma impact of these changes, had they been

required to be accounted tor in fiscal 2000, would have resuited in an increase in 2006 compensatuon expense of
$1,098,000.

Page §1




UVEST Financial Services Group, Inc. and Subsidiaries

Notes to Consolidated Financial Statements (
December 31, 2006

The UVEST Non-Qualified Deferred Compensation Plan (the Compensation Plan), which 1s available to certain
executives of the Company, is a supplemental retitement program that allows these executives to make pretax
contributions above amounts allowed in qualified plans. No contributions have been made by the Company since
the Compensation Plan’s inception. The Compensation Plan has been fuliy funded to date by partcipant
contributions. Plan assets are invested in Corporate Owned Life Insurance (COLI), which are held by the
Company in a Rabbi Trust and accounted for in accordance with EITF lssue No. 97-14, “Accounting for
Deferred Compensation Arrangements Where Amounts Earned Are FHeld in a Rabbi Trust and Invested.” As of
December 31, 2006, the Company has recorded an asset of approximately $226,000 and a lability of $270,000
related to this plan.

Note F - Related-party Transactions E

The Company agreed to provide accounting, pavroll processing, computer support and rent for UVEST
Mortgage Services, LI.C (UMS), a related party through common ownership. During 2006, the Company
received approximately $462.000 from UMS for services provided on behalf of UMS and applied those payments
against cxpenses incurred on behalf of UMS.

During 2006, the Company recognized commission revenue of approximately 32,287,000 on transactions
conducted through PCIS, as well as commission expense of approximately $1,819,000 paid to the previous owner
of PCIS pursuant 1o a sub-clearing and brokerage services agreement.

Note G - Securites and Exchange Commission Matters

Net Capiral Requirements

The Company is subject to the Securities and Exchange Commission’s (SEC’s) Uniform Net Capital Rule 15¢3-1

(the Rule) that requires the maintenance of minimum net capital, as defined, of $250,000 or 6-2/3% of aggregate

indebredness, as defined, whichever is greater. The Company bas elected to compute its net capital requirements

in accordance with the aggregate indebtedness method. Under this method, the ratio of aggregate indebtedness

to net capital, as defined by the rule, shall not exceed 15 to 1. At December 31, 2006, the Company’s net capital, '
as defined, was $2.381,188, which was $1,101,288 in excess of the minimum net capital requited. The ratio of

aggregate indebtedness to net capital was 8.06 to 1.

Reserve Requirements — . l
The Company is exempi from the SEC’s Rule 15¢3-3, in that the Company’s activities are limited to those set

forth in the conditons for exemption appearing in Paragraph (K){2)(il) of that rule. The Company does not hold

customer cash or securites, and the Company does not have balances that would be included in the reserve
computation.

Aggregate Indebtedness

As of December 31, 20006, the Company’s total agpregate indebtedness, as defined by the Rule, amounted to
$19,198,506.

Page 12



UVEST Financial Services Group, Inc. and Subsidiaries

Schedule I - Financial and Operational Combined
Uniform Single Report Part [IA
As of December 31, 2006

Broker or Dealer — UVEST Financial Services Group, Inc. as of December 31, 2006

Sl S

w

Page 13

Computadon of Net Capiral

Total ownership equity from statement of financial condition 3 6,697,464
Deduct ownership equity not allowabie for net capiral

Total ownership equity qualified for net capital 6,697 464
Add:

A. Liabilies subordinated to claims of general creditors allowable in compuration of net
CAPIAL et et Rt Rt et R A s

B. Other {deductions) or allowable credits

Total capital and allowable subordinated liabilities ...

Deductions and/ or charges:

A. Total nonaliowable assets from statement of financial condition......oeeevee: 4,560,443
B. Secured demand note defiCIency .....vvie e
C. Commodity futures contracts and spot commodities — Proprietary capital
CRALEES e .
D. Other deductions and/oF Charges ..o e sssss s sssi s
E. Total deductions and/or charges ... (4.560,443)
Other additions and/or allowable credits — Capital leases............ ettt e eteanae e raresne e eitea s 480,337
Net capital before haircuts on securities POSIHONS ... 25,017,358

Haircuts on secunnes (computed, where npphcable pursuant to 13c3 1 (f))
A. Contractual securities commitments

B. Subordinated securities borrowings
C. Trading and investment securities:
1. Exempted secudtes ........
2. Debrt SeCUtes. i s s st et s
3o OPUOIIS e remre et sersssetss et b st st bbb s Rb e
A, OthEr SECURITES touer et ceece et et reen ettt sereena st eeanraees (236,170)

INEE CAPIEAL ettt et ene e e et e e 0 2,381,188

(Condnued) - : .-



UVEST Financial Services Group, Inc. and Subsidiaries

Schedule I — Financial and Operatonal Combined

Uniform Single Report Part I1A

As of December 31, 2006 (continued)

Broker or Dealer — UVEST Financial Services Group, Ine. as of Decernber 31, 2006

Computation of Basic Net Capital Requirement

11. Mmnimum net capital required (6-2/3% of Hne 19) 1,279.900
12, Minimum dollar net capital tequirement of reporting broker or dealer ..o, 250,000
E3. Net capiral requirement (greater of line 11 0 12) e 1.279,900
14, Lxcess net capital (line 10 less 13) s 1.101,288
13. Excess net capital at 1000% (line 10 less 10% of line 19) i 461,337
16. Total agpregate indebtedness Habilites ..., 19,198,506
17. Add:

A. Drafts for immediate Credit e e s

B. Market value of secunities barrowed for which no equivalent value is paid

or credited .. -

C. Other Unrecorded AMMOUNTS . e s ersssessersssssrrecesauseeseseresessssenssisesesesersseens
18. Deduct: Adjustment based on deposits in Special Reserve Bank Accounts
19. Toral aggregate indebtedness r 19,198,500

20. Percentage of aggrepate indebtedness to net capital (line 19 divided by line 10)

== e

806

Note: There is no materal difference between the computation of net capital in this schedule and thas included

on the Company’s unaudited Form X-17A-5 Part IIA filing as of December 31, 2006, as amended.
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UVEST Financial Services Group, Inc. and Subsidiaries

Schedule 1l - Compuration of Net Capital ~ Non-aliowable Assets

December 31, 2006

Allowable  Non-allowable
Description Assets Assets Total
Cash and cash equivalents $16,006,040 $ 0 $16,006,046
Receivables 5,183,741 2,003,961 7,187,702
Furniture and equipment, net of accumulated depreciation 0 1,820,636 1,820,636
Other assets ! 145,740 735,846 881,586
Total 321,335,527 $4.560 443 $25,895,970
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS
ON INTERNAL CONTROL

To the Board of Directors of
UVEST Financial Services Group, Inc. and Subsidiaries:

In planning and performing our audit of the consolidated financial statements and supplemental schedules of
UVEST Financial Services Group, Inc. (the Company) and Subsidiaries for the year ended December 31,
2006, in accordance with audiung 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 purpese of expressing our opinion on the consolidated 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 required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have made a swdy 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 172-5(g) in making the periodic computatons of aggregate
indebtedness and net capital under Rule ¥7a-3(a)(11) and for determining compliance with the exempuve
provisions of Rule 15¢3-3. Because the Company does not carry securities accounts for customers or perform
custodial functions relating to customer secunities, we did not review the practices and procedurss followed by the
Company in any of the following:

{1) Making quarterly sccurities examinations, counts, verifications and comparisons and recordaton of
differences required by Rule 172-13

(2) Complying with the requirements for prompt payment for securities under Section 8 of the Federal
Reserve Reguladon T of the Board of Governors of the Federal Reserve System

(3) Obraining 2nd maintaining physical possession or control of all fully paid and excess margin securities of
custamers a§ required by Rule 15¢3-3

1 South College Street
te 2500

arfotte, NC 28244
704.632.3500
704,334.7701

www. grantthormion,com

int Thoenton LLP
mafmber of Grant Thornton International



Grant Thornton &

The management of the Company is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility, esumates 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 responsibility are safeguarded against loss from unauthorized use or
dispusition and that transactions are executed in accordance with management’s authorization and recorded
propetly to peemit preparation of financial statemnents in conformity with accounting principles generaily accepted
in the United States of America. Rule 17a-5(g) lists additional objectives of the practices and procedutes listed in

the preceding patagraph.

Because of inherent limitations in internal control or the practices and procedures referred to abowve, error or
fraud may occur and not be detected. Also, projection of any evaluadon of them to future petiods 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.

A control deficiency exists when the design or operation of a control does not allow management or employees,
in the normal course of performing their assigned functions, to prevent or detect misstatements on 2 timely basis.
A significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the
entity’s ability to initiate, authorize, record, process or report financial data reliably in accordance with generally
accepted accounting principles such that there is more than a remote likelihood that a misstatement of the entry’s
financiai stazements that is more than inconsequental will not be prevented or detected by the entity’s internal
control.

A materia} weakness is a significant deficiency, or combination of significant deficiencies, that results i mote than
a remote likelihood that 2 material misstatement of the financial statements will not be prevented or detected by
the entity’s internal control. )

Qur 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 safeguarding securities that we consider
to be material weaknesses, as defined above.

We understand that practices and procedures that accomplish the objectives referred w0 in the second paragrapb
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 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, as described in the second paragraph
of this report, were adequate at December 31, 2006, to meet the SEC’s objecuves.




This report is intended solely for the information and use of the Board of Directors, management, the SEC, the

Grant Thornton %

Nadonal Association of Securities Dealers and other regulatory agencies that rely on Rule 172-5(g) under the .
Securitics 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.

Charlotte, North Carolina
March 27, 2007

Lo Tondon LLF
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