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AFFIRMATION

I, Deborah J. Kermeen, swear (or affirm) that, to the best of my knowledge and belief, the accompanying
consolidated financial statements and supplemental schedules pertaining to RBC Dain Rauscher Inc. and
subsidiaries (the “Company”) for the year ended October 31, 2007, are true and correct. I further swear (or
affirm) that, to the best of my knowledge and belief, neither the Company nor any officer or director has any
proprietary interest in any account classified solely as that of a customer.

PR

Deborah J. Kermeen
Chief Financial Officer

Subscribed to before me this day of December 21, 2007

SHIRLEY CAMERON

' NOTARY PUBLIC - MINNESQTA

m ‘ z ke MY COMMISSION EXPIRES 01/31/2012
- LA AA— <

Notary Public ¢}
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Deloitte. A

400 One Financial Plaza
120 South Sixth Street
Minneapolis, MN 55402
UsSA

Tel: +1 612 397 4000

Fax: +1 612 397 4450
INDEPENDENT AUDITORS’ REPORT www.deloitte.com

Board of Directors and Shareholder
RBC Dain Rauscher Inc.
Minneapolis, Minnesota

We have audited the accompanying consolidated statement of financial condition of RBC Dain Rauscher
Inc. and subsidiaries (the “Company™) as of October 31, 2007, and the related consolidated statements of
income, cash flows, changes in shareholder’s equity, and changes in liabilities subordinated to claims of
general creditors for the year then ended that you are filing pursuant to Rule 17a-5 under the Securities

~ Exchange Act of 1934 and Regulation 1.16 under the Commodity Exchange Act. These consolidated

financial statements are the responsibility of the Company’s management. Qur responsibility is to express
an opinion on these consolidated financial statements based-on our audit.

We conducted our audit in accordance with generally accepted auditing standards as established by the
Auditing Standards Board (United States) and in accordance with the auditing standards of the Public
Company Accounting Oversight Board (United States). Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. The Company is not required to have, nor were we engaged to perform, an audit of its
internal control over financial reporting. Our audit included consideration of internal control over
financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the Company’s internal control over
financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements, 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, such consolidated financial statements present fairly, in all material respects, the financial
position of RBC Dain Rauscher Inc. and subsidiaries at October 31, 2007, 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.

Our audit was conducted for the purpose of forming an opinion on the basic consolidated financial
statements taken as a whole. The supplemental schedules g, h, and i listed in the accompanying table of
contents are presented for purposes of additional analysis and are not a required part of the basic
consolidated financial statements, but are supplementary information required by Rule 17a-5 under the
Securities Exchange Act of 1934 and the regulations under the Commodity Exchange Act. These
schedules are the responsibility of the Company’s management. Such schedules have been subjected to
the auditing procedures applied in our audit of the basic consolidated financial statements and, in our
opinion, are fairly stated in all material respects when considered in relation to the basic consolidated
financial statements taken as a whole.

Wsitty » Touthe ©*

December 19, 2007

Member of
Deloitte Touche Tohmatsu




RBC DAIN RAUSCHER INC.

CONSOLIDATED STATEMENT OF FINANCIAL CONDITION
AS OF OCTOBER 31, 2007
{In thousands, except share and per share information)

ASSETS

Cash and cash equivalents (Note 2)

Cash segregated under federal and other regulations (Note 10)
Receivable from customers (Note 2)

Receivable from brokers, dealers, and clearing organizations (Note 3}
Receivable from Parent and affiliates (Note 13)

Securities borrowed (Note 2)

Securities purchased under agreements to resell (Note 2)
Trading securitics owned — at market value (Notes 2 and 4)
Equipment and leasehold improvements — net (Notes 2 and 5)
Other receivables (Note 2)

Deferred income taxes (Notes 2 and 16)

Goodwill (Note 2)
Other assets (Notes 6 and 15)

TOTAL

LIABILITIES AND SHAREHOLDER'S EQUITY

LIABILITIES:
Short-term borrowings (Note 7)
Short-term borrowings from affitiate (Note 7)
Drafis payable
Payable to customers (Note 2)
Payable to brokers, dealers, and clearing organizations (Note 3)
Payable to Parent and affiliates (Note 13)
Securities ioaned (Note 2)
Securities sold under repurchase agreements (Note 2)
Trading securities sold, but not yet purchased — at market value (Notes 2 and 4)
Accrued compensation
Income taxes payable (Notes 2 and 16)
Long-term borrewings from affiliate (Note 8)
Other accrued expenses

Liabilitics subordinated to claims of general creditors (Note 9)

Total liabilities

" SHAREHOLDER’S EQUITY:

Common stock ($.125 par value, 100,000 share authorized, issued and outstanding)
Additional paid-in capital
Retained earnings

Total shareholder’s equity

TOTAL

See notes to consolidated financial statements.

$ 106,152
156,000
1,236,666
1,149,557
43,751
678,166
79,973
3,871,549
93,386
354,188
109,422
152,723
304,135

$8,335,668

$ 850,000
500,000
112,488
951,31
108,631

38,692
785,619
997,290

1,147,739
551,758

68,469
600,000
153,822

6,865,319
465,000

7,330,819

13
528,954
475,882

—_———

1,004,849

$8,335.668




De I o itteo Deloitte & Touche LLP

400 Cne Financial Plaza
120 South Sixth Street

December 19, 2007 vsi:neapoiis, MN 55402

Tel: +1 612 397 4000
. Fax: +1 612 397 4450
RBC Dain Rauscher Inc. www.deloitte.com

60 South Sixth Street
Minneapolis, MN

In planning and performing our audit of the consolidated financial statements of RBC Dain Rauscher Inc.
and subsidiaries (the “Company”) as of and for the year ended October 31, 2007 (on which we issued our
report dated December 19, 2007), in accordance with generally accepted auditing standards as established
by the Auditing Standards Board (United States) and in accordance with the auditing standards of the
Public Company Accounting Oversight Board (United States), we considered the Company’s internal
contro! over financial reporting (“internal control™) as a basis for designing our auditing procedures for
the purpose 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) and Regulation
1.16 under the Commodity Exchange Act, we have made a study of the practices and procedures followed
by the Company, including consideration of control activities for safeguarding securittes. This study
included tests of compliance with such practices and procedures that we considered relevant to the
objectives stated in Rule 17a-5(g) and Regulation 1.16 in the following: (1) making the periodic
computations of aggrepgate debits and net capital under Rule 17a-3(a)(11) 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 introducing brokers (PAIB)); (2) making the quarterly securities
examinations, counts, verifications, and comparisons, and the recordation of differences required by Rule
17a-13; (3) complying with the requirements for prompt payment for securities 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 margin securities of customers as
required by Rule 15¢3-3. We did not review the practices and procedures followed by the Company in
making the daily computations of the segregation requirements of Section 4d(2) and Regulation 30.7
under the Commodity Exchange Act because the Company does not carry commodity accounts for
customers or perform custodial functions relating to customer’s commodity accounts.

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, estimates
and judgments by management are required to assess the expected benefits and related costs of controls
and of the practices and procedures referred to in the preceding paragraph and to assess whether those
practices and procedures can be expected to achieve the SEC’s above-mentioned objectives. Two of the
objectives of internal control and the practices and procedures are to provide management with reasonable
but not absolute assurance that assets for which the Company has responsibility are safeguarded against
loss from unauthorized use or disposition, and that transactions are executed in accordance with
management’s authorization and recorded properly to permit preparation of financial statements in
conformity with generally accepted accounting principles. Rule 17a-5(g) and Regulation 1.16(d)(2) list
additional 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,
error or fraud may occur and not be detected. Also, projection of any evaluation of them to future periods
is subject to the risk that they may become inadequate because of changes in conditions or that the
effectiveness of their design and operation may deteriorate.

Member of
Deloitte Touche Tohmatsu
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A control deficiency exists when the design or operation of a control does not aliow management or
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of contro}
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 entity’s financial statements that is more than
inconsequential will not be prevented or detected by the entity’s internal control.

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

Our consideration of internal control was for the limited purpose described in the first and second
paragraphs and would not necessarily identify all deficiencies in internal control that might be material
weaknesses. We did not identify any deficiencies in internal control and control activities for
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, the Commodity Exchange Act, 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 October 31, 2007, to meet the SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors, management, the
SEC, the New York Stock Exchange, Inc., the Commodity Futures Trading Commission, and other
regulatory agencies that rely on Rule 17a-5(g) under the Securities Exchange Act of 1934 and Regulation
1.16 under the Commodity Exchange Act in their regulation of registered broker-dealers, and is not
intended to be, and should not be, used by anyone other than these specified parties.

Yours truly,

Detstts » Tuthe, v



