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Abbey National Treasury Services plc. Registered Office: Abbey Nationat House, 2 Tritor: Square, Regent’s Place, London, NW1 3AN, Unired Kingdom. Registered Number 2338548, Registered in Englind.

¥ Santander

GLOBAL BANKING & MARKETS

Overview of Abbey National Securities Inc.’s Business Continuity Plan (BCP)

Abbey National Securities Inc. ("ANSI”) is committed to taking commercially reasonable steps to
provide steps to provide protection for essential activities and critical support services in the
event of a significant business disruption. ANSI established a BCP that is intended to mitigate
the effects of a disruption by trying to protect informational assets, processes, and customer
data, with the hope of enabling continued operation of critical functions during or immediately
following a disruption.

What is Abbey National Securities Inc.’s business continuity plan designed to do?

Depending on the type, scope or duration of a business disruplion, ANSI's business continuity
plan is constructed with the goal that we should be able to resume critical operations (facilitate
clearance and settlement) within the same business day. ANSI wilt endeavor to recover and
resume the remaining operations within predefined timeframes, in many cases, by the end of
the next business day. In the event of a disruption to one building, business district, city region
or multiple regions, ANS! intends to utilize its recovery capabilities within the United States and
other international locations to resume business and allow clients access to funds and
securities. Information is stored securely in multiple sites located within the United States and
internationally, thus allowing ANSI to recover and utilize critical data in the event of a business
disruption. ANSI's BCP is tested periodically to ensure that business functions are recoverable.

ANSI's ability to resume critical functions is dependent upon the BCP’s established by third
parties, including Exchanges, critical vendors and utilities.

ANSI's BCP is subject to modification without notification to clients. A summary of the current or
amended plan will be made available to clients upon request. Please direct your request to the
attention of the Compliance Department, ANSI, 400 Atlantic Street, Stamford CT 06901.

Emergency Notifications/Updates

In the event of an emergency, ANSI will attempt to contact its clients via fax, telephone or
any other means available to its employees. We will also notify Loanet and DTCC to
provide a contact number at which clients may contact us.

February 2008

August Carfano

Director of Compliance

Abbey National Securities Inc.
Direct Dial {203) 355-7963
Direct Fax {203) 355-8070
Email:acarfano.ansi@abbey.com

400 Atlantic Street, Stamford, CT 06901

Santander Global Banking & Markets is a brand name used by Abbey National Treasury Services plc (Cayman Branch).

Abbey National Treasury Services ple (Cayrman Branch) is an overseas branch of Abbey National Treasury Services ple. Abbey National Treasury Services plc is
autherized and regulated by the Financial Services Authority (FSA registration number 146003) and is a member of The London Stock Exchange.

Santander and the flame logo are registered trademarks.

SGEM 05 JUL 07 DS



ABBEY NATIONAL SECURITIES INC.
(SEC LD. No. 8-053231)

STATEMENT OF FINANCIAL CONDITION
AS OF DECEMBER 31, 2007
AND
INDEPENDENT AUDITORS’ REPORT
AND
SUPPLEMENTAL REPORT ON INTERNAL CONTROL

Wk ko

Filed pursuant to Rule 17a-5(¢)(3) under the Securitics Exchange Act of 1934
as a PUBLIC document




Deloitte. " | ot s

Two World Financial Center
New York, NY 10281-1414
USA

Tel +1 212 436 2000
Fax: +1 212 436 5000
www.deloitte.com

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors of
Abbey National Securities Inc.
Stamford, Connecticut

We have audited the accompanying statement of financial condition of Abbey Nationa! Securities Inc.
(an indirect wholly-owned subsidiary of Abbey National plc) (the “Company™) as of December 31, 2007,
that you are filing pursuant to Rule 17a-5 under the Securitics Exchange Act of 1934. This financial
statement is the responsibility of the Company’s management. Our responsibility is to express an
opinion on this financial statement 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 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 statement is free of material misstaterment. 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 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 statement, 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 statement of financial condition presents fairly, in all material respects, the financial
position of Abbey National Securities Inc. as of December 31, 2007, in conformity with accounting
principles generally accepted in the United States of America.

The accompanying financial statements have been prepared assuming that the Company will continue as
a going concern, As discussed in Note | of the financial statements, effective February 28, 2008, the
Company has started to wind down its business and perform an orderly reduction of its open transactions
and operations raising substantial doubt that the Company will continue as a going concern. The financial
statements do not include any adjustments that might result from the outcome of this uncertainty.

el v Fncte cet’

February 29, 2008

Member of
Deloitte Touche Tohmatsu




-

ABBEY NATIONAL SECURITIES INC.

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2007
(Amounts in thousands, except share data)

ASSETS

Cash

Cash and security deposits with clearing organizations or segregated under federal and
other regulations and requirements (including securities at fair value of $261,271)

Financial instruments owned, at fair value

Securities borrowed

Securities received as collateral

Securities purchased under agreements to reseli

Receivables from brokers, dealers and clearing organizations
Other receivables

Receivable from affiliates

TOTAL ASSETS

LIABILITIES AND PARTNERS’ CAPITAL

LIABILITIES:

Securities loaned

Financial instruments sold, not yet purchased, at fair value
Obligation to return securities received as collateral
Securities sold under agreements to repurchase - third party
Securities sold under agreements to repurchase - affiliate
Payables to brokers, dealers and clearing organizations
Attiliate borrowings

Payable to affiliates

Accrued expenses and other liabilities

SUBORDINATED BORROWING

STOCKHOLDER’S EQUITY:

Common stock ($10 par value, 45,300 shares authorized, issued
and outstanding)

Additional paid-in capital

Accumulated profit

Total stockholder’s equity

TOTAL LIABILITIES AND STOCKHOLDER'’S EQUITY

See notes to financial statements.

$ 1,489

388,329
16,914
27,411,491
9,438,178
425,746
1,359,949
451

404

$39,042951

$ 4,061,502
588,713
9,438,178
11,488,949
11,007,567
1,221,610
1,080,000
3,031

2,315

38,891,865

90,000

453
44,847
15,786

61,086

$ 39.042951



ABBEY NATIONAL SECURITIES INC.

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2007

" (Amounts in thousands, except for share data or where stated otherwise)

1.

DESCRIPTION OF BUSINESS

Abbey National Securities Inc. (the “Company™) is an indirect wholly-owned subsidiary of Abbey
National ple. (the “Parent”). The Parent is a subsidiary of Banco Santander S.A., {the ‘Ultimate Parent™)
a Spanish banking corporation. The Company is registered with the Securities and Exchange
Commission (“SEC”) as a broker-dealer and registered with the Commodity Futures Trading
Commission (“CFTC™) as a futures commission merchant (“FCM”). The Company became a member
of the Financial Industry Regulatory Authority, Inc. (“FINRA™) on July 30, 2007 following the merger
of the National Association of Securities Inc. (“NASD™) and the New York Stock Exchange (“NYSE”).
The Company was previously a member of the NASD. Further, the Company is a member of the
Securities Investor Protection Corporation and the National Futures Association.

On February 28, 2008, the Ultimate Parent announced its intention to wind down the Company’s
business. The Company’s current plan is to perform an orderly reduction of its open transactions and
operations raising substantial doubt that the Company will continue as a going concern. Given the
nature of the Company’s business and the support provided by the Parent, as described in Note 5, the
Company expects to fully realize its assets and discharge its liabilities in the normal course of business.
The Company expects to be in compliance with all its regulatory requirements and repayment of equity
and subordinated borrowings, if any, will be done on receipt of approvals from the FINRA.

The Company engaged in securities borrowing and lending activities, principal transactions for 1ts own
account, trading in exchange-traded futures, securities purchased under agreements to resell (“reverse
repurchase agreements”) and securities sold under agreements to repurchase (“repurchase agreements”).
The Company transacted with institutions and affiliated entities. The Company’s transactions in
financial instruments were primarily self-cleared.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation and Use of Estimates - The financial statements are prepared on a going concern
basis and in accordance with accounting principles generally accepted in the United States of America,
which require management to make estimates and assumptions regarding matters that affect the
financial statements and related disclosures. Such estimates include assumptions used in determining
the fair value of financial instruments and amounts allocated from affiliates. Management believes that
the estimates utilized in the preparation of the financial statements are prudent and reasonable. Actual
results could differ from these estimates. As discussed in Note 1 above, there is substantial doubt that
the Company will continue as a going concern. The financial statements do not include any adjustments
relating to the recoverability and classification of liabilities.

Cash and Cash Equivalents - Cash and cash equivalents consist of cash and highly liquid investments
not held for resale with maturities, when purchased, of three months or less. There were no cash
equivalents as of December 31, 2007.




Cash and Securities Deposited with Clearing Organizations or Segregated under Federal and Other
Regulations and Requirements - Cash and securities deposited with clearing organizations or
segregated under federal and other regulations and requirements include cash and securities segregated
in compliance with federal and other regulations and represent funds deposited by customers and funds
accruing to customers as a result of trades or contracts, as well as restricted cash and securities.

Financial Instruments Owned, Financial Instruments Sold, Not Yet Purchased - Financial
instruments owned consist primarily of commercial paper and U.S. government securities and are
recorded at fair value. Financial instruments sold, not yet purchased consist primarily of U.S.
government securities and equities. Fair values of the financial instruments referred to above are
generally based on observable market prices or pricing models using yield curves consistent with the
credit rating of the underlying issuer of the security. Purchases and sales are recorded on a trade date
basis. In the normal course of business, the Company pledges its financial instruments owned to
collateralize repurchase agreements and other securities financing transactions. As of December 31,
2007, the Company did not hold any commercial paper.

Securities Financing Transactions - Reverse repurchase agreements and repurchase agreements are
treated as collateralized financing transactions and are carried at amounts at which the securities will
subsequently be resold or reacquired as specified in the respective agreements, including accrued
interest. They are presented on a net-by-counterparty basis, when appropriate. Such carrying amounts
approximate fair value. It is the Company’s policy to take possession of securities purchased under
agreements to resell. The Company monitors the market value of collateral daily with additional
collateral obtained, or excess collateral returned, as necessary, to ensure such transactions are
adequately collateralized.

Securities borrowed and securities loaned transactions are also treated as collateralized financing
transactions and are carried at the amount of cash collateral advanced and received, including accrued
interest, in connection with the transactions. Such carrying amounts approximate fair value. The
Company monitors the market value of securities borrowed and loaned on a daily basis, with additional
collateral obtained or returned, as necessary, to ensure such transactions are adequately collateralized.

At December 31, 2007 the Company had received securities pledged as collateral that can be repledged,
delivered or otherwise used with a fair value of approximately $37.3 billion. This collateral was
generally obtained under reverse repurchase and securities borrowed transactions. Of the securities
received as collateral, securities with a fair value of approximately $36 billion were delivered or
repledged, generally as collateral under repurchase or securities lending agreements as well as to secure
affiliate borrowings.

In connection with non-cash loan versus pledge securities transactions, the Company recorded securities
recetved as collateral and a related obligation to return securities received as collateral of approximately
$9.4 billion at December 31, 2007. In addition, the Company entered into non-cash securities borrow
versus pledge securities transactions in the amount of $3 billion at December 31, 2007 that were not
recorded in the statement of financial condition.

Receivables from and payables to brokers, dealers and clearing organizations - Receivables from
brokers, dealers and clearing organizations include amounts receivable for securities and securities
under collateralized financing transactions not delivered by the Company to a counterparty by
settlement date, net receivables artsing from unsettled trades and open trade equity on futures contracts.
Payables to brokers, dealers and clearing organizations include amounts payable for securities and



securities under collateralized financing transactions not received by the Company from the
counterparty by the settlement date and net payables arising from unsettled trades.

Income Taxes - The Company accounts for income taxes using an asset and liability method, under
which deferred tax assets and liabilities are determined based upon the temporary differences between
the financial statement and income tax bases of assets and liabilities, using currently enacted tax rates.
Deferred income taxes are based on prevailing statutory regulations. Valuation allowances for deferred
tax assets are established when, in management’s judgment, it is more likely than not that such deferred
tax assets will be not be realized. The Company, with an affiliated entity, files consolidated federal and
state income tax returns. The tax liability of the Company has been determined as if it was a separate
tax paying entity.

New Accounting Pronouncements - At January 1, 2007, the Company adopted Financial Accounting
Standards Board (“FASB™} Interpretation No. 48, Accounting for Uncertainty in Income taxes, an
interpretation of FASB Statement No. 109 (“FIN 48”"), which sets out a framework to determine the
appropriate level of tax reserves for uncertain tax positions. Pursuant to FIN 48, a tax benefit is
recognized if a position is more likely than not to be sustained. FIN 48 provides guidance on
derecognition, classification, interest and penalties and also establishes disclosure requirements to
enhance transparency of tax reserves. The adoption did not have a material impact on the Company’s
statement of financial condition.

In September 2006, the FASB issued Statement of Financial Accounting Standard No. 157, Fair Value
Measurements (“SFAS No. 157"). SFAS No. 157 defines fair value, establishes a framework for
measuring fair value and expands disclosures about fair value measurements. In addition, SFAS No.
157 disallows the use of block discounts and requires the Company to consider its own credit spreads
when measuring fair value of liabilities, including derivatives. SFAS No. 157 is effective for the
Company on January 1, 2008. The adoption did not have a material impact on the Company’s statement
of financial condition.

In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and
Financial Liabilities (“SFAS No. 159”). SFAS No.159 provides a “Fair Value Option” under which a
company may irrevocably elect fair value as the initial and subsequent measurement attribute for certain
financial assets and liabilities. This Fair Value Option will be available on a contract-by-contract basis
with changes in fair value recognized in earnings as those changes occur. SFAS No. 159 is effective for
the Company on January 1, 2008. The adoption did not have a material impact on the Company’s
statement of financial condition.

FINANCIAL INSTRUMENTS

The fair value of financial instruments at December 31, 2007 was $16,914, comprised of U.S.
government securities. The fair value of financial instruments sold, not yet purchased was $588,713
comprising of U.S. government securities for $588,434 and equity instruments for $279.

INCOME TAXES

The Company, with an affiliated entity, files consolidated federal and state income tax retumns. The total
tax refated balance due to the Company from an affiliate was $112, and is included in receivables from
affiliates. As of December 31, 2007 the Company had no deferred tax assets and liabilities.




RELATED PARTY TRANSACTIONS

Affiliate borrowings relate to loans from Abbey National Treasury Services plec (“ANTS”), an affiliate
of the Company, and totaled $1,080,000 at December 31, 2007. The following are details of affiliate
borrowings from ANTS:

Unsecured Interest Rate Maturity date

$ 325,000 5.35% January 2, 2008
200,000 5.07% January 11, 2008
230,000 4.60% January 22, 2008
325,000 4.35% January 31, 2008

$1,080,000

Affiliate unsecured borrowings are renewed on an on-going daily, weekly or monthly basis as needed.
Affiliate secured borrowings increased by $325,000 during the year. All borrowings noted above and
maturing in January, 2008 have been renewed.

The interest associated with these borrowings was paid prior to year end, with the exception of the loan
maturing January 2, 2008 which had interest payable at December 31, 2007 of $1,304.

The Parent has and continues to guarantee, irrevocably and unconditionally, the payment in full of all
amounts payable by the Company.

The Company was party to securities financing transactions, including repurchase agreements, with
affiliates during 2007. At December 31, 2007, the Company had securities loaned to affiliates totaling
$2,157,957, repurchase agreements with affiliates of $11,007,567, securities borrowed from affiliates of
$4,621, and reverse repurchase agreements of $372,269.

The Company incurred expenses from affiliates for its employment costs, occupancy, equipment rental,
communications, administrative services and other overhead, and to perform certain administrative
services for the Company. Payables to affiliates consist of amounts due for certain of the Company’s
expenses as described above.

During the year, the Company performed securities clearance for an affiliate, as well as introduced
business for an affiliate.

SUBORDINATED BORROWING

In January 2002, the Company entered into a satisfactory subordinated loan agreement with ANTS for
$90,000, pursuant to Appendix D of SEC Rule 15¢3-1d. On January 13, 2006 the existing subordinated
loan was renewed with 2 new maturity date of January 13, 2009, bearing interest at LIBOR plus 30
basis points that resets quarterly.

As of December 31, 2007, the interest rate was 5.54%. There was no interest payable at December 31,
2007 related to the subordinated borrowing,.

In September 2005, the NASD approved a re-classification of the subordinated Joan such that the loan
qualifies as equity capital from that date. The subordinated borrowing is included in computing net



capital under the SEC’s uniform net capital rule. To the extent that such borrowing is required for the
Company’s continued compliance with minimum net capital requirements, it may not be repaid.

CONTINGENCY

The Company is a member of various U.S. exchanges and clearinghouses that trade and clear securities
and/or futures contracts. Associated with its membership, the Company may be required to pay a
proportionate share of the financial obligations of another member who may default on its obligations to
the exchange or the clearinghouse. While the rules governing different exchange or clearinghouse
memberships vary, in general the Company’s guarantee obligations would arise only if the exchange or
clearinghouse had previously exhausted its resources. In addition, any such guarantee obligation would
be apportioned among the other non-defaulting members of the exchange or clearinghouse. Any
potential contingent liability under these membership agreements cannot be estimated. The Company
has not recorded any contingent liability in the statement of financial condition for these agreements
and believes that any potential requirement to make payments under these agreements is remote.

RISK MANAGEMENT

The Company’s risk management policies and related procedures are integrated with those of ANTS
and other affiliates. In the normal course of business, the Company enters into reverse repurchase and
repurchase agreements as well as transactions whereby securities are borrowed from and loaned to
counterparties in an exchange for collateral. The collateral may be in the form of cash or other
securities. Credit risk occurs when the fair value of the underlying securities received falls below the
collateral pledged by the Company or when the fair value of the securities delivered exceeds the
collateral received by the Company.

The Company seeks to limit credit risk (as well as concentrations of credit risk) created in its business
through the use of various control policies and procedures, inctuding limits and monitoring procedures
based in part upon the Company’s review of the financial condition and credit ratings of its
counterparties as well as through the use of master netting agreements. In addition, collateral
arrangements with counterparties provide the Company, the right to liquidate collateral and the right to
offset counterparty’s rights and obligations. The Company also monitors the fair value of the
underlying securities as compared with the related receivable or payable including accrued interest, and
requests additional or returns excess collateral, on a daily basis, to ensure such transactions are
adequately collateralized. The Company’s agreements with third parties specify its rights to request
additional collateral.

The financial instruments which potentially subject the Company to concentrations of credit risk consist
principally of receivables and payables arising from collateralized securities borrow and loan
transactions, collateralized reverse repurchase and repurchase contracts, and proprietary ownership of
commercial paper. The Company’s counterparties that engage in collateralized transactions are
principally broker-dealers, financial institutions and affiliated entities. As of December 31, 2007, the
Company had recorded collateralized securities borrow transactions with one counterparty which
approximated 25 percent and 17 percent of the total balance of securities borrowed and total assets,
respectively, on the statement of financial condition. However, the risk associated with this
counterparty is fully hedged by futures contracts and margin.

Market risk refers to the risk that a change in the level of one or more market prices, rates, indices,
implied volatilities (the price volatility of the underlying instrument imputed from option prices),
correlations or other market factors, such as liquidity, will result in losses for a position or portfolio.




The Company manages market risk associated with its trading activities on a Company-wide basis, on a
worldwide trading division level and on an individual product basts. Aggregate market risk limits have
been approved for the Company and for its affiliates. Additional market risk limits are assigned to
trading desks. Traders and the Market Risk Department monitor market risk measures against limits in
accordance with policies set by senior management.

NET CAPITAL REQUIREMENTS

The Company is a registered broker-dealer and, accordingly, is subject to the Uniform Net Capital Rule
(Rule 15¢3-1) under the Securities Exchange Act of 1934. Under Rule 15¢3-1, the Company has
elected to compute its net capital requirement in accordance with the “Alternative Net Capital
Requirement,” which specifies that net capital shall be at least the greater of $500 or 2% of aggregate
debits, as defined.

As an FCM, the minimum net capital requirement in accordance with CFTC rules is to be calculated as
the greater of $500 or 8% of the domestic and foreign domiciled customer risk maintenance
margin/performance bond requirements for all domestic and foreign futures and options on futures
contracts excluding the risk margin associated with naked long option positions. At December 31,
2007, the Company’s minimum net capital requirement, as defined under CFTC rules, was $26,878.

At December 31, 2007, the Company’s regulatory net capital, as defined under SEC and CFTC rules,
was $146,403, which exceeded the minimum regulatory requirement by $119,525.

Advances to affiliates, dividend payments and other equity withdrawals are subject to certain
notification and other provisions of the net capital rules of the Securities Exchange Commission.

* ok k¥ k¥
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February 29, 2008

Abbey National Securities Inc.
400 Atlantic Street
Stamford, Connecticut

In planning and performing our audit of the financial statements of Abbey National Securities Inc.

(an indirect wholly-owned subsidiary of Abbey National plc) (the “Company™) as of and for the year
ended December 31, 2007 (on which we issued our report dated February 25, 2008), 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 control over financial reporting (internal control) as a
basis for designing our auditing procedures for the purpose of expressing our opinion on the 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 (the “SEC”) and
Regulation 1.16 of the Commodity Futures Trading Commission (the “CFTC™), (collectively the
“Commissions™), we have made a study of the practices and procedures followed by the Company,
including consideration of control activities for safeguarding securities. 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 aggregate
debits and net capital under Rule 17a-3(a)(11); (2) making the periodic computations of the minimum
financial requirements pursuant to Regulation 1.17 of the Commodity Exchange Act; (3) making the
quarterly securitics examinations, counts, verifications, and comparisons, and the recordation of
differences required by Rule 17a-13; (4) 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; (5) for determining compliance with the exemptive provisions of Rule 15¢3-3; and (6)
making the daily computations of the segregation requirements of Section 4d(2) and Regulation 30.7
under the Commodity Exchange Act.

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 Commissions’ 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 accounting principles generally accepted in the United States of America.

Member of
Deloitte Touche Tohmatsu
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Rule 17a-53(g) and Regulation 1.16(d) 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.

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 a 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 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 combinatton 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 Commissions’ to be adequate for its purposes in accordance
with the Securities Exchange Act of 1934 and 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
December 31, 2007 to meet the Commissions’ objectives.

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

Yours truly,
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