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OATH OR AFFIRMATION

I,  Edward J. Mallon ' , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Secure Planning, Inc , as
of December 31 ,2007 , are true and correct. | further swear (or affirm} that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

™ (\\ AN A
L v
jgnature
LISA A. DUGAN, Notary Public )
My Commiscion Expires August 13, 2008 pf/bfW
Title

Notary PuﬁT/ :F '
This report ** contains {check icable boxes):

X.[¥ (a) Facing Page.

(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 Proprietors’ Capital.

(N 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.

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

mInr

-

** For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5{e)(3).
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Financial Industry Regulatory Authority

March 5, 2008

Brett M. Heppler, CRPA
Financial Officer
Secure Planning, Inc.
42 Middle Street
Portsmouth, NH 03261

RE: Secure Planning, Inc. (CRD #42179)
Approval of Extension of Time to file Annual Audit

Dear Mr. Heppler:

The District Office will grant your written request, dated February 7, 2008 for a thirty-
calendar day extension of the filing period for the annual audited report for the calendar
year ended December 31, 2007. This report should be received by FINRA no fater than
March 31, 2008. You are advised that this is the maximum extension permitted under
the District’s guidelines.

Should you have any questions or comments, do not hesitate to call me (617) 532-3474
or your District Liaison, Estee Dorfman-Foster at (617)532-3482.

Sincerely,
iy & Zwéz;*’
es E. Coulter
Principal Examiner/District Liaison
JEC/cb
Investor protection. Market integrity. 99 High Street t 617532 3400
9th Floor f 6174513524
Boston, MA www.finra.org

02110-3169
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INDEPENDENT AUDITORS’ REPORT

March 17, 2008

Board of Directors
SECURE PLANNING, INC.
Portsmouth, New Hampshire

We have audited the accompanying statement of financial condition of Secure Planning, Inc. (an S
Corporation) as of December 31, 2007, and the related statements of operations and retained
eamings, changes in stockholder’s equity and cash flows for the year then ended that you are filing
pursuant to tule 17a-5 under the Securities Exchange Act of 1934. 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 Secure Planning, Inc. at 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.

As discussed in Note 14 to the financial statements, certain errors resulting in understatement of
previously reported commissions receivable and commissions payable as of December 31, 2006
were discovered by management of the Company during the current year. Accordingly, retained
earnings as of December 31, 2006 has been restated to correct the error.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in Schedules | and II 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-3 under the Securities Exchange Act of 1934, Such information
has been subjected to the auditing procedures applied in the audit of the basic financial statements
and, in our opinicen, is fairly stated in all material respects in relation to the basic financial statements
taken as a whole.

&W/ﬁ’ﬁwfp ﬁ?x’Mf W L7 Z:gm/x_ / cg

Cerrified Public Accountants
Portsmouth, New Hampshire
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SECURE PLANNING, INC.
I STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2007
ASSETS
l Cash and cash equivalents 5 52,866
Commissions receivable 404,424
Prepaid expenses 36,630
I Deposit with clearing organization 3,325
Property and equipment, net 132,359
Investments 29,694
I Deferred taxes 27,002
Total Assets $ 686,300
I LIABILITIES AND STOCKHOLDER'S EQUITY
Liabilities
Accounts payable $ 45,972
l Commissions payable 49,371
Accrued liabilities 4,626
Note payable 10,792
Total Liabilities 110,761
Stockholder's Equity
Common stock, no par value, 300 shares
authorized, 10 shares issued and outstanding 42,000
Retained earnings 514,884
Accumulated other comprehensive income, net of deferred income taxes of $1,733. 18,655
Total Stockholder's Equity 575,539

Total Liabilities and Stockholder's Equity $ 686,300

See Notes to Financial Statements




l SECURE PLANNING, INC.
STATEMENT OF OPERATIONS AND RETAINED EARNINGS
l YEAR ENDED DECEMBER 31, 2007
REVENUES
Commissions - investment products b 1,617,980
l Commissions - insurance products 45,031
Interest and dividends 7,355
Other income 35114
l Total Revenues 2,005,480
. OTHER INCOME (EXPENSE)
Deferred tax benefit 2,009
l Total Other Income (Expense) 2,009
EXPENSES
l Advertising 20,498
Bank service charges 954
Charitable contributions 26,525
Commissions expense 355,378
I Computer services 12,988
Deferred compensation 200,802
Depreciation 17,943
I Employee benefits 33,721
Dues and subscriptions 4,194
Insurance 39,482
Licenses and permits 23,612
l Maintenance and repair 34,640
Lease expense - building 90,220
Miscellaneous 3,130
Office expenses 16,776
l Payroll and related taxes 894,688
Pension contributions 17,672
Postage and delivery 20,048
l Printing and reproduction 9,261
Professional development 15,414
Professional fees 32,095
Staff expenses 7,850
I Property taxes 9,606
Telephone 10,788
Travel and entertainment 90,030
II Automobile lease 12,742
Compliance 19,763
Utilities 14,029
l Interest expense 1,141
Total Expenses 2,035,990
See Notes to Financial Statements
!




SECURE PLANNING, INC.
STATEMENT OF OPERATIONS AND RETAINED EARNINGS

YEAR ENDED DECEMBER 31, 2007

EXCESS OF EXPENSES OVER REVENUES (28,501)
RETAINED EARNINGS, BEGINNING OF YEAR, AS RESTATED 543,385
RETAINED EARNINGS, END OF YEAR b 514,884

See Notes to Financial Statements

-




SECURE PLANNING, INC.
STATEMENT OF CHANGES IN STOCKHOLDER'S EQUITY

YEAR ENED DECEMBER 31, 2007

ACCUMULATED
OTHER
COMMON STOCK RETAINED COMPREHENSIVE
SHARES AMOUNT EARNINGS INCOME TOTAL

BALANCE, DECEMBER 31, 2006, AS

ORIGINALLY REPORTED 10 $ 42000 §$ 517,566 $ 10,554  § 570,120
Restatement of retained earnings - _ - 25,819 - 25,819
BALANCE, DECEMBER 31, 2006, AS

RESTATED 10 42,000 543,385 10,554 595,939
Excess of expenses over revenues - - (28,501) - (28,501)
Items of other comprehensive income:

Change in unrealized gain on investments - - - 5,834 9,834

Deferred income taxes on unrealized gain - - - (1,733) (1,733)
Net change in other comprehensive income - - - 8,101 8,101
BALANCE, DECEMBER 31, 2007 10 § 42000 §& 514884 § 18,655 §$ 575,539

See Notes to Financial Statements
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SECURE PLANNING, INC.
STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31, 2047

CASH FLOWS FROM OPERATING ACTIVITIES:
Excess of expenses over revenues
Adjustments to reconcile excess of revenues over expenses to net cash provided
by (used in) operating activities:
Depreciation
Deferred taxes
Changes in operating assets and liabilities
Commissions receivable
Prepaid expenses
Deposits
Accounts payable
Commissions payabie
Accrued liabilities

Net cash provided by (used in) operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Payments for the purchase of property

Net cash provided by (used in) investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Principal payments on note payable

Net cash provided by (used in} financing activities

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS, END OF YEAR
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
Cash paid for interest
Cash paid for income taxes

SCHEDULE OF NONCASH INVESTING AND FINANCING ACTIVITIES:
There were no noncash investing and financing activities for 2007.

See Notes to Financial Statemernts
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(28,501)
17,943
(2,009)

6,634

(14,923)

1,250
21,680
3,924
3,490

9,488

(20,150)

(20,190)

(4,698)

{(4,698)

(15,400)
68,266

52,866

1,141

480




SECURE PLANNING, INC.
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2007

Note I — Nature of Organization

Secure Planning, Inc., (the Company), an S corporation, is a broker-dealer registered with the Securities and Exchange
Commission (SEC) and is a member of the National Association of Securities Dealers (NASD). The Company provides
investment and financial planning and advisory services as well as limited broker-dealer services as described in Rule 15¢3-
1{a)(2)(iv) of the General Rules and Regulations promulgated under the Securities Exchange Act of 1934. The Company’s
main office is located in Portsmouth, New Hampshire and has a second office in Denver, Colorado. The Company is also
licensed to do business in other states.

Note 2 — Summary of Significant Accounting Policies

The accounting policies used by the Company conform to accounting principles generally accepted in the United States.
Significant accounting policies are described below:

Cash and Cash Equivalents - For purposes of the statements of cash flows, cash and cash equivalents include time
deposits, certificates of deposit, money market accounts, and all highly liquid debt instruments with an original
maturity of three months or less. At December 31, 2007, cash equivalents consisted of deposits in money market
accounts totaling $37,207, The money market accounts invest primarily in debt securities issued by the U.S.
Treasury and other U.S. government corporations and agencies and, although uninsured, bear minimal risk.

Use of Estimates - The preparation of financial statements in conformity with accounting principles generally accepted
in the United States requires management to make estimates and assumptions that affect certain reported amounts and
disclosures. Accordingly, actual results could differ from those estimates.

Property and Equipment - Property and equipment is stated at cost. The Company’s policy is to capitalize acquisitions
and improvements while expenditures for maintenance and repairs, which do not extend the useful lives of the assets,
are charged to operations as incurred. Depreciation is computed using the straight-line and accelerated methods over
the estimated useful lives of the assets, ranging from 5 to 40 years, for financial statement purposes.

Investments - Available-for-sale securities consist of investment securities not classified as trading securities or as
held-to-maturity securities. Unrealized holding gains and losses on available-for-sale securities are included in other
comprehensive income. Realized gains (losses) on available-for-sale securities are included in other income
(expense) and, when applicable, are reported as a reclassification adjustment in other comprehensive income. Gains
and losses on the sale of available-for-sale securities are determined using the specific-identification method.

Revenue Recognition - The Company's primary source of revenue is derived from fee income based on total assets
under management. Fee income on these assets is recorded as revenue in the period it is earned.

Income Taxes - The Company, with the consent of its stockholder, has elected under the Internal Revenue Code to
be taxed as a Sub Chapter S corporation. In lieu of corporate income taxes, the stockholders of an 3 corporation are
taxed on their proportionate share of the Company’s taxable income, which is included in the stockholder’s personal
tax return. Therefore, no provision for federal income taxes has been included in the financial statements.

The State of New Hampshire does not recognize the Sub Chapter S provisions of the Internal Revenue Code.
Accordingly, the Company pays a Business Profits Tax (BPT) on its taxable income. New Hampshire also imposes a
minimum tax, Business Enterprise Tax (BET), based on its compensation, interest expense and dividends paid. The
Company provides for state income taxes at 8.5% of taxable income. If the BET is greater than the BPT, the excess is
included in payroll and related taxes. Because the BET exceeded the BPT, there was no current provision for BPT in
2007.




SECURE PLANNING, INC.
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2007

Note 2 — Summary of Significant Accounting Policies (continued)

The State of Colorado recognizes the Sub Chapter S provisions of the Internal Revenue Code. Accordingly, the
Company is required to file an information return with Colorado and the stockholders are taxed on their proportionate
share of the Company’s taxable income earned in that state. The Company has elected to file a composite nonresident
income tax return on behalf of the stockholder and a provision for state income taxes has been included in the financial
statements. State income tax expense for the year ended December 31, 2007 was $0.

Advertising - Advertising costs are expensed as they are incurred. Advertising expense for the year ended
December 31, 2007 was $20,498.

Note 3 — Commissions Receivable

Commissions receivable consisted of the following at December 31;

2007
Registered investment advisor commissions receivable $ 360,418
Commissions receivable from other broker-dealers 44,006
$ 404424
Note 4 — Property and Equipment
Property and equipment consisted of the following at December 31:
2007
Leasehold improvements $ 99935
Furniture and equipment 117,948
- Vehicle 23270
241,153
Less: accumulated depreciation 108,794
Property and equipment, net $ 132,359

Note 5 — Operating Leases

The Company renewed its lease in September 2003 for a commercial building owned by the Company’s sole stockholder.
The terms of the lease require monthly payments of $4,830 beginning October 2003, The Company is also responsible for
the pavment of property taxes, utilities, insurance and maintenance and improvements related to the building. The lease is
scheduled to expire in September of 2008. Total rent expense paid under this lease was $58,074 in 2007.




SECURE PLANNING, INC.
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2007

Note 5 — Operating Leases (continued)

The Company entered into a new lease in June 2006 for commercial building space in Denver, Colorado. The terms of the lease
require monthly payments of $1,750 beginning October 2006. The Company is also responsible for the payment of property
taxes, utilities, insurance and maintenance and improvements related to the building. The lease is scheduled to expire in
September of 2011, Total rent expense paid for this office space was $23,866 in 2007,

The Company entered into a new lease in December 2006 for a residential condominium in Denver, Colorado. The Company
renewed the lease in December 2007. The terms of the renewed lease require monthly payments of $800 beginning January
2007. The Company is also responsible for the payment of property taxes, utilities, insurance and maintenance and
improvements related to the buiiding. The lease is scheduled to expire in December 2008. Total rent expense paid under this
lease was $8,280 in 2007.

Total future payments on these leases are as follows:

Year Ending December 31, Future Minimum I ease Payments
2008 $ 74,070
2009 21,000
2010 21,000
2011 15,750
$131,820

Note 6 — Capital Stock

The Company is authorized to issue 300 shares of no par commeon stock, of which 10 are issued and outstanding at December
31, 2007. Common shares are voting and dividends are paid at the discretion of the Board of Directors. The common shares are
held by one stockholder and are restricted from transfer without the Company being offered the first right to repurchase shares at
the price and upon the terms and conditions offered by a third party.

Note 7 — Pension Plan

The Company has a 401(k) Retirement Plan (the Plan) covering substantially all employees. Under the Plan the Company
contributes an amount equal to 3% of the employee’s gross annual wages. Employees may defer up to 15% of their wages,
not to exceed $15,500. The Company also has a profit sharing component under the Plan, All profit sharing contributions
are at the discretion of management. The Company’s total contribution to the Plan was $17,672 in 2007.

Note 8 — Deferred Taxes

The Company has a deferred tax asset which consists of state income tax credits, and contributions carryforward, net with a
deferred tax liabilitv for depreciation differences between book methods and state methods. The state income tax credits
were generated in the years 2003 through 2007. They are available for carryforward and will expire between 2008 and 2013
if not utilized. No allowance is considered necessary.




SECURE PLANNING, INC.
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2007

Note 9 — Long-Term Debt

Long-term debt consists of the following at December 31:

2007
Note payable in monthly instaliments of $487 for
principal and interest at 5.75% through November
2009, secured by vehicle $10,792

Future estimated maturities are as follows for the years ending December 31:

2008 $ 5,374
2009 5418
$10,792

Note 10 — Investments

Investments at December 31, 2007 consisted of the following:

2007
Fair Market
Cost Value
Available-for-sale securities
Stock $9.306 $29,694

Available-for-sale securities are carried in the financial statements at fair value. Fair values of securities are usually based on
quoted market prices. Net unrealized holding gains on available-for-sale securities in the amount of $20,388 for the year
ended December 31, 2007 have been included in accumulated other comprehensive income, net of deferred income taxes of
$1,733.

Note 11 — Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capitat Rule (SEC rule 15¢3-1), which
requires the maintenance of minimum net capital. The Company is subject to the provisions of Section (a}(2)(iv), of SEC
rule 15¢3-1, which requires that the Company maintain minimum net capital, as defined, equal to the greater of $5,000 in
2007 or 6 2/3 percent of aggregate debit balances arising from customer transactions, as defined. At December 31, 2007, the
Company had net capital of §16,607, which was $5,607 in'excess of required net capital for 2007.

Note [2 — Concentrations

At December 31, 2007, §9% of commissions receivable was due from one company. Additionally, approximately 75% of
total revenues were earned from this company in 2007.

At December 31, 2007, 83% of commissions pavable was due to two employees,

_lo-




SECURE PLANNING, INC.
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2007

Note 13 — Commitments and Contingencies

Under an employment agreement the Company had with a deceased employee, the Company is required to pay the deceased
employee’s beneficiary 24% of the gross commissions that continue to be generated by those clients that were being managed
by the employee (“client list™) at the time of his death. These payments are considered to be deferred compensation and will
continue through 2009, The amount of deferred compensation that will be paid to the employee’s beneficiary will be
predominately based on two factors: 1) the number of clients from the deceased employee’s client list that remain with the
Company, and 2) the value of the total assets under management from those remaining clients. Accordingly, no amount has
been accrued for deferred compensation under this agreement since the amount cannot be estimated. The total deferred
compensation paid under this agreement in 2007 was $200,802.

Note 14 — Prior Period Adjustment

The Company has restated its retained eamnings as of December 31, 2006 to reflect a change in application of an accounting
principle. Historically, the Company has reported certain income receivable from other broker dealers under the cash basis of
accounting instead of the accrual basis of accounting due to the time involved in properly determining the amount receivable
on a monthly basis. Revenues earned through other broker dealers are normally received in the following month, however
they may not be received prior to the closing schedule for the monthly internal financial statements of the Company. These
revenues, and their directly related commission expense, were not included in commissions receivable and commissions
payable as of December 31, 2006.

Retained earnings has been restated to reflect the December 31, 2006 commissions receivable from other broker dealers and
received in January 2007, and the related commissions payable to registered representatives who have signed contracts with
the Company to receive their commissions once the Company has collected such receivables. The registered representatives
received their commissions in January 2007 as well.

Total commissions receivable that should have been included in December 31, 2006 financia! statements was $39,459. Total
commmissions payable that should have been included in December 31, 2006 financial statements was $13,640. The net
change to retained eanings as of December 31, 2006 is $25,819. Had the income and expense been reported properly in
prior years, the Company's 2006 financial statement net income would have been $3,610. There would have been no impact
on income taxes for 2006,

-15-




SECURE PLANNING, INC.

Schedule I
Computation of Net Capital Under Rule 15¢3-1 of the Securities and Exchange Commission

As of December 31, 2007

Net Capital
Total stockholder’s equity qualified for net capital 3 575,539
Deductions and/or charges (559,734}
Net capital before haircuts on securities positions 15,805

Haircuts on securities

Securities (4,454)
Mutual fund investments-U.S. Government securities 744
Net capital 3 10,607

Aggregate indebtedness

Items included on statement of financial condition:

Accounts payable, accrued expenses and debt by 110,761
Total aggregate indebtedness 3 110,761

Computation of basic net capital requirement

Minimum net capital required b 5.000

Excess net capital 5 5,607

Ratio: Aggregate indebtedness to excess net capital 19,75

Ratio: Aggregate indebtedness to net capital 10.44
-12-




SECURE PLANNING, INC.

Scheduie 11
Statement of Exemption from Rule 15¢3-3

As of December 31, 2007

The Company is exempt from Rule 15¢3-3 under sections (k}(2)(i) and (k)2)(ii).

-13-




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

March 17, 2008

Board of Directors
SECURE PLANNING, INC.
Portsmouth, New Hampshire

In planning and performing our audit of the financial statements and supplemental schedules of
SECURE PLANNING, INC., (the Company), for the year ended December 31, 2007 in
accordance with auditing standards generally accepted in the United States of America, we
considered its 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 effectivencss of the Company’s internal
control.

Also, as required by rule 17a-5(g) (1) of the Securities Exchange Commission (SEC), 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 such practices and
procedures that we considered relevant to the objectives stated in rule 17a-5(g) in making the
periodic computations of aggregate indebtedness (or aggregate debits) and net capital under rule
17a-3(a) (11) 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 quarterly securities examinations, counts, verifications, and comparisons
and recordation of differences required by rule 17a-13.

2. 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,

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 intemmal 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 the preparation of financial statements in accordance with generally accepted accounting
principles. Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the
preceding paragraph.
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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 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 contro!.

Our consideration of the 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. However, we identified certain deficiencies in internal control that we
consider to be significant deficiencies, and communicated them in writing to management and those charged with
governance on March 17, 2007,

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 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 SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors, management, the SEC, the
National Association of Securities Dealers, and other regulatory agencies that rely on rule 17a-5(g) under the
Securities 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.
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