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Lashley, Seland & Rotroff
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OATH OR AFFIRMATION
i, Robert T. Angle ' , swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm or
White Pacific Securities, Inc. ,as of
December 31, 2007 are true and correct. I further swear (or afftrm) 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: /
LN

. §TATE OF Cﬂﬁ‘%_ﬁf‘m.a
COUNTY OF Son. frans=* - /E 2 ' V%{

Signany

President

Title

P <l < 4

Public Notary

D - >6—200F

TA KANG HU

o Py'S COMM. 1766753 c
S LW NOTARY PUBLIC « CAUFORNIA )
\; -i‘u“/ SAN MATEOCOUNTY @

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

&J (a) Facing page.

B (b) Statement of Financial Condition.

{c) Statement of Income (Loss).

{d) Statement of Changes in Financial Condition,

{e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietor’s 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.

(j» 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¢3-1.
(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation.

() An Qath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

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

UOX O HXMXXNOX

% For conditions of confidential treatment of certain portions of this filing. see section 240.17a-5(e)(3).
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WHITE PACIFIC SECURITIES, INC.
FINANCIAL STATEMENTS AND SUPPLEMENTAL INFORMATION

DECEMBER 31, 2007

FINANCIAL STATEMENTS:
Report of Independent Certified Public Accountants
Statement of Financial Condition
Statement of Operations
Statement of Changes in Stockholders” Equity
Statement of Cash Flows
Notes to Financial Statements

SUPPLEMENTAL INFORMATION:

Computation and Reconciliation of Net Capitai Under Rule 15¢3-1
of the Securities and Exchange Commission

Computation of Aggregate Indebtedness
Under Rule 17a-5 of the Securities and Exchange Commission

Information Relating to the Possession or Control Requirements
Under Rule 15¢3-3 of the Securities and Exchange Commission

Report on Internal Control Structure Required by Rule 17a-5
of the Securities and Exchange Commission for a Broker-Dealer
Claiming Exemption From SEC Rule 15¢3-3
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LS &R LASHLEY, SELAND & ROTROFF, PA.

CERTIFIED PUBLIC ACCOUNTANTS

D. Gary Lashley, CPA
Kurs Seland, CPA
Stephen R. Rotroff, CI'A
Albert A. King, CPA

Report of Independent Certified Public Accountants

Board of Directors and Sharehclder
White Pacific Securities, Inc.

We have audited the accompanying statement of financial condition of White Pacific Securities, Inc, a
wholly-owned subsidiary of Mandarin Holding Group, Inc., as of December 31, 2007, and the related
statements of operations, changes in stockholder's equity, and cash flows for the year then ended.
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.

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of White Pacific Securities, Inc, a wholly-owned subsidiary of Mandarin Holding
Group, Inc., as of December 31, 2007, and the results of its operations and its cash flows for the year
then ended in conformity with accounting principles generally accepted in the United States of
America.

Our audit was made for the purpose of forming an opinion on the basic financial statements taken as a
whole. The accompanying reconciliation of net capital is presented for purposes of additional analysis
and is not a required part of the basic financial statements, but is supplementary information required
by Rule 17a-5 of the Securities and Exchange Commission. Such information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion, is fairly
presented in all material respects in relation to the basic financial statements taken as a whole.

%JM% 24

February 19, 2008

919 W. STATE ROAD 436 * SUITE 300 * ALTAMONTE SPRINGS, FL 32714 * TELEPHONE (407) 774-2044
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WHITE PACIFIC SECURITIES, INC.
STATEMENT OF FINANCIAL CONDITION

o DECEMBER 31, 2007
|
Assets
Cash and cash equivalents $ 1,337,156
Clearing deposit with clearing broker 104,994
Receivables from broker-dealers 174,283
Other receivables 76,825
Prepaid rent 16,579
Furniture and equipment, net of accumulated depreciation of $143,774 36,334
Investment in China Ginseng Holdings, Inc. 50,000
Deposits 21,103
3 1,817,274
Liabilities and Stockholder’s Equity
Liabilities:
Commissions payable $ 170,143
OS] deposits payable 70,107
Accounts payable and accrued expenses 597,543
Due to affiliate 15.336
Total liabilities 853,129
Stockholder’s equity:
Common stock, no par value, 1,000,000 shares authorized,
81,500 shares issued and outstanding 2,017,034
Retained deficit (1.052.889)
Total stockholder’s equity 964.145

3 1817274

The accompanying notes are an integral part of these financial statements.
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WHITE PACIFIC SECURITIES, INC.
STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2607

Revenues:
Commissions $ 5,528,896
Interest 565,817
Other 115,131
6.209.844
Expenses:
Commissions 3,236,521
Clearing, execution and other brokerage costs 1,280,023
Salaries, wages, taxes and benefits 1,142,460
Licenses and registrations 237,658
Other expenses 165,084
Occupancy 149,844
Professional fees 109,370
Advertising and promotion 71,998
Telephone and communications 71,341
6.464.299
Net loss § (254459

The accompanying notes are an integral part of these financial statements.
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WHITE PACIFIC SECURITIES, INC.
STATEMENT OF CHANGES IN STOCKHOLDER’S EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2007

Common stock Retained
Shares Amount earnings Total
Balance, January 1, 2007 81,500 $2,017,034 $ (798,434) $ 1,218,600
Net loss - - (254.455) (254.455)

Balance, December 31,2007  __ 81500  $2017.034  $(.052.389)  § 964,143

The accompanying notes are an integral part of these financial statements.
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WHITE PACIFIC SECURITIES, INC.
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2007

Cash flow from operating activities:
Net loss
Adjustments to reconcile net income (loss) to net cash
provided by operating activities:
Depreciation
Increase or decrease in assets and liabilities:
Decrease in cash deposit with clearing brokers
Decrease in due from clearing brokers
Increase in other receivable
Increase in prepaid rent
Increase in deposits
Increase in commissions payable
Decrease in OSJ deposits payable
Decrease in accounts payable and accrued expenses

Total cash provided by operating activities

Cash flow from investing activities:
Purchase of fixed assets

Total cash used in investing activities
Net decrease in cash
Cash and cash equivalents at the beginning of year
Cash and cash equivalents at the end of year
Supplemental disclosure of cash flow information:
Cash paid during the year for interest

Cash paid during the year for income taxes

$ (254,455)

8,231

45

149,025
(619)
(16,579)
(7,124)

28,879
(4,999)
_(72.969)

(170.565)

(33,914)
(33.914)
(204,479

1,541,635

_— e

$ 1337156

The accompanying notes are an integral part of these financial statements.
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WHITE PACIFIC SECURITIES, INC.
NOTES TO FINANCIAL STATEMENT
DECEMBER 31, 2007

1. ORGANIZATION

White Pacific Securities, Inc. (the “Company”) is a Nevada corporation formed as Star Traders,
Inc. in 1996 and registered as a broker-dealer with the Securities and Exchange Commission and a
member of the National Association of Securities Dealers, Inc. (“NASD”) since 1998. The
Company markets and sells its services through employees and independent contractor brokers
(licensed in most states) and Offices of Supervisory Jurisdiction located in California, Texas and
Washington. The Company is wholly owned by Mandarin Holding Group, Inc. (*Mandarin®).

The Company clears its trades directly through Penson Financial Services, Inc. (“PFS”), and
indirectly through another clearing broker, which uses Ridge Clearing & Outsourcing Services,
Inc. (“Ridge”), all on a fully disclosed basis. The above companies are collectively known as the
“Clearing Brokers”. The Company claims exemption from the Securities and Exchange
Commission Rule 15¢3-3 because it does not carry customer funds or handle customer securities.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Cash and cash equivalents - The Company considers ail highly liquid investments with an
original maturity of three months or less to be cash equivalents for the purposes of the statement of
cash flows.

Deposit with clearing broker - Cash deposited with a clearing broker consists of funds on deposit
with the Clearing Broker pursuant to the Company's clearing agreement. The agreement requires
the Company to maintain a minimum of $100,000 as a clearing deposit based upon the level of
securities inventory, the volume and size of transactions, and the type of business being conducted.
As long as the Company continues to use the clearing and execution services of this Clearing
Broker, the Company will be required to maintain the cash on deposit.

Due from clearing brokers and commissions receivable - Due from clearing brokers and
commissions receivable represents monies due the Company from the Clearing Brokers through
securities generated transactions. An allowance for doubtful accounts is not recorded since the
Clearing Brokers adjust accounts monthly to actual collections.

Furniture and equipment - Furniture and equipment are recorded at cost. Repair and maintenance
costs are charged to operations as incurred. When assets are retired or disposed of, the cost and
accumulated depreciation are removed from the accounts, and any gains or losses are included in
operations. Depreciation of furniture and equipment is provided utilizing the straight-line method
over the estimated useful lives of the related assets, which range from five to seven years.

Investment in China Ginseng Holdings, Inc. — The Company owns 174,155 shares of China
Ginseng Holdings, Inc., (“CSNG™) valued at $50,000. Each three-share unit includes a warrant to
purchase an additional share for $0.39., exercisable through September 8, 2010. The investment is
carried at cost.
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WHITE PACIFIC SECURITIES, INC.
NOTES TO FINANCIAL STATEMENT (CONTINUED)
DECEMBER 31, 2007

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Securities transactions and commissions — The Company derives commissions and other revenue
primarily from its clearing brokers for trading activity of its customers. The Company records
security transactions and commissions due thereon on a trade date basis. Interest revenue recorded
by the Company consists principally of its participation in the interest earned by its clearing
brokers on customer margin loan, money market and credit (including short sales) balances
through contractual agreements with its clearing brokers.

Advertising costs — The Company expenses advertising costs when incurred. During the year
ended December 31, 2007, the Company incurred advertising expense of approximately $71,998.

Income taxes - The Company accounts for income taxes according to Statement of Financial
Accounting Standard No. 109, “Accounting for Income Taxes”, which requires an asset and
liability approach to financial accounting and reporting for income taxes. Deferred income tax
assets and liabilities are computed annually for differences between the financial statement and tax
bases of assets and liabilities that will result in taxable or deductible amounts in the future, based
on tax laws and rates applicable to the periods in which the differences are expected to affect
taxable income. A valuation allowance is recognized if, based on the weight of available evidence,
it is more likely than not that some portion or all of the deferred asset will not be realized. Income
tax expense is the tax payable or refundable for the period, plus or minus the change during the
period in deferred tax assets and liabilities. The Company generally recognizes a 100% valuation
allowance on any deferred tax assets because it is more likely than not the Company will not be
able to use such deferred tax assets in the future.

Fair value of financial instruments - All of the Company's financial assets, except for its
investment in China Ginseng Holdings, Inc., and liabilities are carried at market value or at
amounts, which, because of their short-term nature, approximate current fair value,

Use of estimates - The preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America requires management to make
estimates and assumptions 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 during the reporting period. Actual results could differ from those
estimates.

3. RELATED PARTY TRANSACTIONS

Due to affiliate consists entirely of amounts due to a dormant subsidiary of a prior parent company,
which has affiliated officers and directors with the Company.

During the year ended December 31, 2007, the Company paid consulting fees to a corporation

owned or otherwise controlled by an officer and director of the Company totaling approximately
$26,364.
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WHITE PACIFIC SECURITIES, INC.
NOTES TO FINANCIAL STATEMENT (CONTINUED)
DECEMBER 31, 2007

4. RECEIVABLES FROM BROKER-DEALERS

At of December 31, 2007, receivables from broker-dealers were as follows:

PFS $ 158,752
Ridge 15,531
E 174283

5. PROPERTY AND EQUIPMENT

At of December 31, 2007, property and equipment are as follows:

Computer equipment $ 14,537
Office equipment 48,130
Furniture 105,300
Leasehold improvements 12,141
180,108
Less accumulated depreciation (143.774)
Property and equipment, net $ 36334

Depreciation expense for the year ended December 31, 2007 was $8,231.

6. COMMISSIONS AND CLEARING DEPOSIT PAYABLE
At December 31, 2007, commissions payable were as follows:

Brokers trading through:

Ridge § 52,289

PFS 106,946
OS] Offices trading through:

PES 10,908
Total commissions payable $ 170,143

Clearing deposits payable ($70,106) as of December 31, 2007, represents deposits held by the
Company of amounts otherwise payable to OSJs. The Company’s policy is to hold at least $5,000
per active OSJ.
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WHITE PACIFIC SECURITIES, INC.
NOTES TO FINANCIAL STATEMENT (CONTINUED)
DECEMBER 31, 2007

7. INCOME TAXES

As of December 31, 2007, the Company has remaining federal net operating loss carry forwards
totaling approximately $1,050,000, expiring in various years through 2023. Certain provisions of
the Internal Revenue Code limit the ability of the Company to use the net operating loss carry
forwards arising before certain ownership changes. As explained in Note 2, the Company reduced
its deferred tax asset to zero at December 31, 2007 with a 100% valuation allowance.

The Company pays various minimum state taxes in states where it operates. Those estimated taxes
are recorded in other expenses on the Company’s Statement of Income.

8. RETIREMENT PLAN

Effective January 1, 2000, the Company established a defined contribution plan with a 401(k)
deferral arrangement. In addition to elective deferrals by eligible participants, the Company may
match such deferrals and make discretionary contributions to the plan.

During the year ended December 31, 2007, the Company made matching contributions of $4,659.
During the same year the Company made no discretionary contributions to the plan.

9. MARKET AND CREDIT RISK

In the normal course of its business, the Company enters into financial transactions where it is
exposed to potential loss due to changes in market conditions or failure of the other party to
perform. Additionally, under the terms of agreements with clearing brokers, the clearing brokers
can charge the Company for losses that result from a counter party’s failure to fulfill its
obligations. The policy of the Company is to continuously monitor its exposure to market and
credit risk using a variety of reporting and control procedures. In addition, the Company reviews
the credit standing of each broker-dealer and OSJ with which it conducts business.

Under terms of the agreements with clearing brokers, the Company may be obligated to assume
any exposure related to nonperformance by its customers. In such event, the Company may be
required to purchase or sell financial instruments at prevailing market prices.

During the year ended December 31, 2007, the Company maintained deposit balances at
commercial banks and a registered investment company in excess of federal deposit insurance and
security investor protection limits. At December 31, 2007, the Company had $1,228,268 deposited
in a bank not covered by federal deposit insurance, however, management of the Company does
not believe the funds are at risk.
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WHITE PACIFIC SECURITIES, INC.
NOTES TO FINANCIAL STATEMENT (CONTINUED)
DECEMBER 31, 2007

10. COMMITMENTS AND CONTINGENCIES

During the year ended December 31, 2007, the Company recorded two fines imposed by FINRA
{formerly the NASD) in the amount of $200,000. At December 31, 2007, the Company owed
$169,075 of this balance and the Company intends to continue paying monthly these fines in the
amount of $4,263 for approximately 40 months.

During the year ended December 31, 2007, a bank operating through the Internet declared
bankruptey. At the time of the bankruptcy the Company had $272,963 on deposit with the bank.
Through insurance and other procedures, the Company has received $223,398 from the Federal
Deposit Insurance Corporation. The remaining $49,565 has been written off due to the uncertainty
of collection through bankruptcy proceedings.

On June 22, 2007, the Company entered into a new lease for office space of approximately 4,515
square feet with a commencement date on the lease of September 1, 2007. The term of the lease is
120 months with rent commencing at $13,545 per month and escalating each year at predetermined
rates, plus the Company will be responsible for its portion of building operating expenses as
determined by the landlord. Future minimum lease payments under noncancelable operating leases
for office space are as follows:

2008 $ 164,045
2009 168,560
2010 173,075
2011 177,590
2012 188,125
Five years thereafter 924,070

3 1795465

Per an agreement with PFS, the Company is required to maintain minimum monthly clearing
charges of $4,000 and a deposit of $100,000.

The Company has contracted with 1DB to clear certain trading activity on a fully disclosed basis
through 1DB’s clearing broker. The contract is on an annual basis and is subject to a termination
fee if it terminates the contract prior to the end of one year or fails to provide a ninety (90) day
notice of termination.

The Company, in the ordinary course of business, is named a defendant in matters from its
activities as a broker-dealer. The Company accrues its estimate of the costs to settle or defend
these matters and, in the opinion of management; the resolutions of these matters will not have a
material adverse effect on the financial condition of the Company.

Page 10



WHITE PACIFIC SECURITIES, INC.
NOTES TO FINANCIAL STATEMENT (CONTINUED)
DECEMBER 31, 2007

11. NET CAPITAL REQUIREMENT

The Company's minimum net capital requirement under Rule 15¢3-1 of the Securities and
Exchange Commission is the greater of 6 2/3% of aggregate indebtedness (356,876 at

December 31, 2007) or $5,000. The Company operates pursuant to the (K)(2)(ii) exemption under
SEC Rule 15¢3-3 and does not hold customer funds or securities. The Company is, therefore,
exempt from the reserve formula calculations and possession or control computations. At
December 31, 2007, the net capital, as computed, was $737,268. Consequently, the Company had
excess net capital of $680,392. At December 31, 2007, the percentage of aggregate indebtedness
to net capital was approximately 115.7% versus an allowable percentage of 1500%.

See page 12 attached to these footnotes for a reconciliation of audit adjustments affecting net

capital between the unaudited FOCUS report for December 31, 2007 and the audited financial
statement filed herewith.
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WHITE PACIFIC SECURITIES, INC.

COMPUTATION AND RECONCILIATION OF NET CAPITAL UNDER
RULE 15¢3-1 OF THE SECURITIES AND EXCHANGE COMMISSION

AS OF DECEMBER 31, 2007

Computation of basic net capital requirements:
Total stockholder’s equity qualified for net capital

Deductions:
Non-allowable assets
Petty cash
Receivables
Furniture and equipment, net
Prepaid expenses, deposits and other
Total non-allowable assets

Net capital before haircuts and securities positions

Haircuts:
Money market accounts
Investment at cost
Undue concentration

Net capital

Minimum net capital requirements:
6 2/3% of total aggregate indebtedness ($56,876)
Minimum dollar net capital requirement for this broker-dealer ($5,000)

Net capital requirement (greater of above two requirements})
Net capital in excess of required minimum
Excess net capital at 1000%
Reconciliation:

Net capital, per pages 9-11 of the December 31, 2007 unaudited Focus

Report, as filed
Audit adjustments:
Increase accrual of expenses

Increase cash and interest income

Net capital, per December 31, 2007 audited report, as filed

$ 964,145

1,500
62,176
36,334
37,682

137.692

826,453

26,677
50,000

12,508

89,185

737,268

56,876

$ 680,392
$§ 651955

$ 741,362

(8,542)

4,448

§ 737,268

The accompanying notes are an integral part of these financial statements
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WHITE PACIFIC SECURITIES, INC.
COMPUTATION OF AGGREGATE INDEBTEDNESS
UNDER RULE 17a-5 OF THE SECURITIES AND EXCHANGE COMMISSION

AS OF DECEMBER 31, 2007
Total aggregate indebtedness:
Accounts payable and accrued expenses § 597,543
Commissions payable 170,143
OSJ deposits payable 70,107
Due to related party 15,336
Aggregate indebtedness $ 853,129
Total indebtedness recorded on the Statement of Financial Condition $§ 833,129
Percentage of aggregate indebtedness to net capital 15.7%

The accompanying notes are an integral part of these financial statement.
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WHITE PACIFIC SECURITIES, INC.
INFORMATION RELATING TO THE POSSESSION OR CONTROL
REQUIREMENTS UNDER SEC RULE 15¢3-3
AS OF DECEMBER 31, 2007

White Pacific Securities, Inc. operates pursuant to the (k)(2)(ii) exemption under SEC Rule 15¢3-3 and
does not hold funds or securities. White Pacific Securities, Inc. is, therefore, exempt from the reserve
formula calculations and possession and control computations.,
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LS &R LASHLEY, SELAND & ROTROFF, P.A.

CERTIFIED PUBLIC ACCOUNTANTS

D. Gary Lashley, CPA
Kurt Seland, CPA
Stephen R. Rotroff, CPA
Albert A. King, CPA

REPORT ON INTERNAL CONTROL STRUCTURE
REQUIRED BY SEC RULE 17a-5
FOR A BROKER-DEALER CLAIMING EXEMPTION
FROM SEC RULE 15¢3-3

Board of Directors and Stockholder
White Pacific Securities, Inc.

In planning and performing our audit of the financial statements of White Pacific Securities, Inc. (the
"Company") a wholly-owned subsidiary of Mandarin Holding Group, Inc., for the year ended
December 31, 2007, we considered its internal control structure, including procedures for safeguarding
securities, in order to determine our auditing procedures for the purpose of expressing our opinion on
the financial statements and not to provide assurance on the internal control structure,

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission ("SEC"), we have
made a study of the practices and procedures (including tests of compliance with such practices and
procedures) followed by the Company, including tests of such practices that we considered relevant to
the objectives stated in Rule 17a-5(g)(1) in making the periodic computations of aggregate
indebtedness and net capital under Rule 17a-3(a)(t1) and for determining compliance with the
exemptive provisions of Rule 15¢3-3. Because the Company does not carry securities accounts for
customers or perform custodial functions relating to customer securities, we did not review the
practices and procedures followed by the Company in any of the following:

1. Making the quarterly securities examinations, counts, verifications and comparisons
2. Recordation of differences required by Rule 17a-13.

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

The management of the Company is responsible for establishing and maintaining an internal control
structure and the practices 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 internal control structure policies and procedures 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 an internal
control structure and the practices and procedures are to provide management with reasonable, but not
absolute, assurance that assets for which the Company has responsibility are safeguarded against loss
from unauthorized use or disposition and that transactions are executed in accordance with

919 W. STATE ROAD 436 * SUITE 300 * ALTAMONTE SPRINGS, F1. 32714 * TELEPHONE (407) 774-2044
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Page 2

management’s authorization and recorded properly to permit preparation of financial statements in
conformity with generally accepted accounting principles. Rule 17a-5(g) lists additional objectives of the
practices and procedures listed in the preceding paragraph.

Because of inherent limitations in any internal control structure or the practices and procedures referred to
above, errors or irregularities 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.

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

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with the
Securities Exchange Act of 1934 and related regulations, and the 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
were adequate at December 31, 2007, to meet the SEC's objectives.

This report is intended solely for the use of management, the Securities and Exchange Commission, the
Financial Industry Regulatory Authority, Inc., and other regulatory agencies which rely on Rule 17a-5(g)
under the Securities Exchange Act of 1934 in their regulation of registered brokers and dealers, and
should not be used for any other purpose.

Aoty bt ;'/%/,/%

February 19, 2008
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