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OATH OR AFFIRMATION

1, Clifford N. Gamble , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
ePLANNING Securities, Inc. » @s

of June 30 ,2008 , 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:

/A

[l'A\

wnature

President & CEQ
Title

P ed
Notary Public

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

A (a) Facing Page. .

@ (b) Statement of Financial Eoh¥ifdfPosition. v

@ (c) Statement of IEAANXREANX Operations. '

@ (d) Statement of CHAAE R DXK LB NN XEXXIHEXCash Flows.

& (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

O (f) Statement of Changes in Liabitities Subordinated to Claims of Creditors.

@ (g) Computation of Net Capital.

O (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

f) (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

B () 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.

D (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation,

@ (1) An Oath or Affirmation.

O (m) A copy of the SIPC Supplemental Report,

(n) A report K5t H 60 XgXak pa 2 ot 26 [ iaR o AeeX 3R ok o w il Folf okDE Olb N e KK <Xk o 0 X o 16 0 F Bl Xt IO H S & i

on Internal Controls.
**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).



Jurat

State of California

County of P] acel

Subscribed and sworn to {(or affirmed) before me on this / g'fh day of A w ‘leS 1" ,

008 by Cliffad Gamble

proved to me on the basis of satisfactory evidence to be the person(s) who appeared before me.
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916.441.1000

INDEPENDENT AUDITOR'S REPORT

To the Stockholder
ePLANNING Securities, Inc.

We have audited the accompanying statement of financial position of éPLANNING Securities,
Inc. {the "Company") as of June 30, 2008, and the related statements of operations, changes in
stockholder's equity and cash flows for the year then ended that you are filing pursuant to rule 17a-5
under the Securities Exchange Act of 1934, These 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 ePLANNING Securities, Inc. as of June 30, 2008, 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 conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The information contained in Schedules | and il is presented for the
purposes of additional analysis and is not a required part of the basic financial statements, but is
supplementary information required by rule 17a-5 under the Securities Exchange Act of 1934. Such
information has been subjected to the auditing procedures applied in the examination of the basic
financial statements and, in our opinion, is fairly stated in all material respects when considered in

relation to the basic financial statements taken as a whole.
/,@/? - M “r

August 18, 2008

SACRAMENTO A SAN FRANCISCO A ROSEVILLE



ePLANNING SECURITIES, INC.

STATEMENT OF FINANCIAL POSITION

June 30, 2008

ASSETS

Cash

Commissions receivable,
net allowance for doubtful accounts of $35,985

Due from a wholly-owned subsidiary of the Parent Company

Deposit with clearing organization (Note 3)

Prepaid and other assets

Deferred income taxes (Note 4)

Equipment and leasehold improvements, at cost, less
accumulated depreciation and amortization of $107,404

Total assets

LIABILITIES AND
STOCKHOLDER'S EQUITY

Liabilities:
Accounts payable and accrued liabilities
Due to Parent Company

Due to a wholly-owned subsidiary of the Company's Parent

Total liabilities
Contingencies {Note 10)

Stockholder's equity:

Common stock — no par value; authorized 1,000,000 shares;

outstanding 1,000 shares
Additional paid-in capital
Accumulated deficit
Total stockholder's equity

Total liabilities and stockholder's equity

$ 994,238
601,536

208
100,000
130,664
453,027

80,893

$ 2,360,566

$ 1,103,949
2,250
13,622

1,119,821

1,000
2,998,068
{1,758,323)

1,240,745

$ 2,360,566

The accompanying notes are an integral

part of these financial statements.
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ePLANNING SECURITIES, INC.
STATEMENT OF OPERATIONS

For the Year Ended June 30, 2008

Revenue:
Commissions
Fee income
Other
Income from Affiliates (Note 5)

Total revenue
Cost of revenues:
Commissions
Clearance and exchange fees
Marketing seminar expense
Total cost of revenues
Gross profit
Operating expenses:
Employee compensation and benefits
Communications
Occupancy expenses (Note 9)
Compliance and regulatory fees
Office and administration
Professional services and other
Total expenses
Loss before income taxes
Income tax benefit

Net loss

The accompanying notes are an integral
part of these financial statements.
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$ 12,669,935
700,878
978,711
216,000

14,665,524

11,392,230
236,812
174,338

11,803,380

2,762,144

1,976,137
83,471
180,389
504,768
444 903
365,158

3,554,826
(792,682)
256,122

$ _(536.560)




Balance, July 1, 2007

Stock-based
compensation

Contributions from parent
Dividends
Net loss

Balance, June 30, 2008

ePLANNING SECURITIES, INC.
STATEMENT OF STOCKHOLDER'S EQUITY

For the Year Ended June 30, 2008

Common Stock Additional Total
Paid-in Accumulated Stockholder's

Shares Amount Capital Deficit Equity
1,000 % 1,000 $ 2,519,296 $ (1,206,763) $ 1,313,533
188,772 188,772
280,000 290,000
{15,000) {15,000)
(536,560) {536,560)

1000 $ 1,000 $_2998068 $ (1,758.323) $§ 1240745

The accompanying notes are an integral
part of these financial statements.
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ePLANNING SECURITIES, INC.
STATEMENT OF CASH FLOWS

For the Year Ended June 30, 2008

Cash flows from operating activities:
Net loss
Adjustments to reconcile net loss to net cash used in
operating activities:
Depreciation and amortization
Stock-based compensation expense
Deferred tax provision
Effect on cash of changes in operating accounts:
Commissions receivable
Deposit with clearing organization
Due from/to a wholly-owned subsidiary of the Company's Parent
Due to Parent Company
Prepaid and other assets
Accounts payable and accrued liabilities

Net cash used in operating activities

Cash flows used in investing activities:
Purchase of equipment and leasehold improvements

Cash flows from financing activities:
Dividend paid to stockholder
Contributions from parent
Net cash provided by financing activities
Net decrease in cash
Cash, beginning of period
Cash, end of period

Supplemental information:
Income taxes paid

The accompanying notes are an integral
part of these financial statements.
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$ (536,560

33,800
188,772
(256,922)

(43,920)
51,040
20,187

2,250
(5,349)
46,410

{600,292)

(25,825)

{45,000}
290,000

245,000

(281,117)

1,275,355

$ -



ePLANNING SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS
(Continued)

ORGANIZATION

ePLANNING Securities, Inc. (the "Company”) was incorporated under the laws of the
State of California on August 6, 1998. In November 1998, the Company became
registered with the Securities and Exchange Commission as a broker-dealer in securities
pursuant to Section 15(b) of the Securities Exchange Act of 1934. On February 12,
1999, the Company became a member of the Financial Industry Regulatory Authority
("FINRA") formerly the National Association of Securities Dealers, inc. The Company is
a wholly-owned subsidiary of ePLANNING, Inc. (the "Parent”).

The Company is engaged in a single line of business as a broker-dealer of investment
instruments. The Company earns commissions for trades of third party mutual funds,
variable insurance products, private placement securities, and publicly traded securities
through registered representatives. Trades of publicly traded securities are executed on
behalf of customers and are processed by a clearing organization on a fully disclosed
basis. The Company also earns fees, primarily for services provided in connection with
private placements of securities.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Cash

For purposes of reporting cash flows, the Company defines cash as cash and cash
investments with maturities of three months or less when purchased. At June 30, 2008,

the Company had cash deposits with financial institutions which exceeded federally
insured limits by $794,238. '

Commissions Receivable

Commissions receivable are stated at the amount management expects to collect from
outstanding balances after bad debts, taking into account credit worthiness of customers
and history of collection. Management provides for probable uncollectible amounts
through a charge to earnings and an increase to a valuation allowance based on its
assessment of the current status of individual accounts. Balances that are still
outstanding after management has used reasonable collection efforts are written off
through a charge to the valuation allowance and a reduction of trade accounts
receivable. There was an allowance for doubtful accounts of $35,985 at June 30, 2008.
There was no change in the allowance for doubtful accounts during the year ended
June 30, 2008.

Equipment and Leasehold Improvements

Equipment and leasehold improvements are recorded at cost and depreciated over their
useful lives. Equipment is depreciated on a straight-line basis using estimated useful
lives of three to five years. Leasehold improvements are amortized over the lesser of
the useful life of the improvements or the term of the lease.



ePLANNING SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS
(Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Revenue Recognition

Commission income and related commission expense on insurance and annuity
products are recorded on policy issuance dates, based on information provided by
insurance carriers. Commission income and related commission expense and clearing
expense related to transactions of publicly traded securities are recorded on a trade date
basis. Commissions and fees received in connection with private placement security
sales are deferred untit minimum funding requirements of the transaction have been met
and no contingencies remain that could require refund of fees received.

Advertising Expense

The Company records advertising as an expense when incurred. For the year ended
June 30, 2008, advertising expense amounted to $8,343.

Income Taxes

The Company is a member of a group that files a consolidated return with the
Company's Parent. Under an intercompany tax sharing agreement, the Company's
practice is to account for income taxes on a stand-alone basis. As such, the income tax
amounts in the financial statement represent intercompany transactions with the Parent.
The Company uses the liability method to account for income taxes. Under this method,
deferred tax assets and liabilities are determined based on differences between the
financial reporting and tax bases of assets and liabilities, and are measured using the
enacted tax rates and laws that will be in effect when the differences are expected to
reverse. The principal temporary differences resulting in the net deferred tax assets are
stock option expenses, accrued vacation, and net operating losses and alternative
minimum tax credits carried forward to future years. Assessment is made of the
likelihood of realization of deferred tax assets and, if impairment is more likely than not,
an allowance to reduce deferred tax assets is provided.

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. These estimates and assumptions affect the reported amounts of assets
and liabilities and disclosures of contingent assets and liabilittes at the date of the
financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from these estimates.



ePLANNING SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS
(Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Stock Options

As described in more detail in Note 12, the Company's Parent (a privately held
company)} has issued stock options to the Company's officers, employees, and the
Company's registered representatives, which are independent contractors. Under
generally accepted accounting principles, the Company accounts in its financial
statements for compensation related to options issued by its Parent to parties that
provide services to the Company. To the extent that stock-based compensation is
recognized, an increase in additional paid-in capital is recognized in a corresponding
amount.

The Company follows the provisions of SFAS No. 123(R), Share-Based Payments (as
amended). SFAS No. 123(R) requires stock options to be accounted for under the fair
value method and requires the use of an option pricing model for estimating fair value.
Accordingly, share-based compensation to employees is measured at grant date, based
on the estimated fair value of the award. The measurement date for compensation in
the form of stock options awarded to independent contractors is upon completion of the
requisite services (i.e., upon vesting of the options which occurs monthly over the
vesting period).

DEPOSIT WITH CLEARING ORGANIZATION

The deposit with the clearing organization is maintained in a proprietary account (PAIB
account) pursuant to a written agreement between the Company, as the introducing
broker-dealer, and the clearing organization, as the clearing broker-dealer. Under the
agreement, the clearing broker-dealer agrees to perform a computation for PAIB assets
in accordance with the customer reserve computation set forth in SEC Rule 15¢3-3 and
the modification and exclusions set forth in the SEC PAIB no-action letter dated
November 3, 1998. Therefore, the deposit is treated as an allowable asset in the
computation of net capital under the SEC Rule 15¢3-1.

PROVISION FOR INCOME TAXES

The provision for income taxes for the year ended June 30, 2008 consists of the
following:

Current taxes payable:

State $ 800
Deferred tax benefit;
Federal (201,226)
State (55,696)
income tax benefit $ {256,122)



ePLANNING SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS
(Continued)

PROVISION FOR INCOME TAXES (Continued)

The Company's total deferred tax assets and liabilities are as follows:

Federal:
Deferred tax assets 3 523,142
Deferred tax liabilities {7.731)
Net federal deferred tax assets 515,411
State:
Deferred tax assets 127,190
Deferred tax liabilities {(131)
Net state deferred tax assets 127.059
Less allowance (189,443)
Net deferred tax assets $ 453027

For federal income tax purposes, there is a net operating loss carryforward as of
June 30, 2008 of approximately $1,002,000 that expires in 2022 and $810,000 for
California tax purposes that expires in 2012. An allowance against deferred tax assets
has been provided at June 30, 2008 in the amount of approximately $189,000 related to
deferred tax assets on compensation recognized for stock options that management
believes may not be exercised and, accordingly, the Company may not realize the
deferred tax assets. The allowance against deferred tax assets at June 30, 2008 was
increased by $61,000 from the amount at June 30, 2007.

The effective tax rate differs from the applicable statutory federal tax rate largely
because of an increase in the allowance against deferred tax assets related to stock
options issued during the year ended June 30, 2008.

RELATED PARTY TRANSACTIONS

The Company provides personnel, communication and administrative services to
ePLANNING Advisors, Inc. {a wholly-owned subsidiary of the Parent), for which the
Company charged a management fee of $216,000 for the year ended June 30, 2008.

The Company received commission income of approximately $59,749 during the year
ended June 30, 2008, from entities controlied by a shareholder of the Company's Parent.

NET CAPITAL REQUIREMENTS
The Company is subject to the Securities and Exchange Uniform Net Capital

Rule (15¢3-1), which requires the maintenance of minimum net capital and a maximum
ratio of aggregate indebtedness to net capital, both as defined.



ePLANNING SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS
{Continued)

NET CAPITAL REQUIREMENTS (Continued)

At June 30, 2008, the Company's net capital under the Securities and Exchange Uniform
Net Capital Rule (15¢3-1) was $484,356, which was $411,058 in excess of the required
minimum net capital. The Company's ratio of aggregate indebtedness to net capital may
not exceed 15 to 1. At June 30, 2008, the Company's aggregate indebtedness to net
capital was 2.26 to 1.

EXEMPTION FROM SEC RULE 15¢3-3

Management believes that the Company has complied with provisions for exemption
from certain provisions of SEC Rule 15¢3-3 during the year ended June 30, 2008. The
Company ciears all of its securities transactions through a clearing broker-dealer on a
fully disclosed basis, and holds no customer funds or securities. On October 23, 2006,
the Company began using National Financial Services LLC as its clearing broker-dealer.
Prior to that date, the Company used Bear Sterns Securities Corporation. Accordingly, it
is exempt under regulation 15¢3-3 section (k)(2)(i) from reserve requirements and
certain other reporting requirements under SEC Rule 15¢3-3.

CONCENTRATION

One affiliated group of registered representatives accounted for approximately 17.9% of
commission income during the year ended June 30, 2008.

LEASE COMMITMENT

The Company has an operating lease on its office facility expiring in November 2010.
The Company holds options to extend the lease for an additional five-year term. in
addition, the Company is leasing additional office space on a short-term basis. The
Company also leases office equipment under agreements expiring in May 2011 and
June 2012. Total rent expense on the office leases (including accruals to recognize
minimum rents on a straight-ine basis over the term of the lease} amounted to $161,858
for the year ended June 30, 2008. Total equipment rental expense on the office
equipment leases amounted to $10,613 for the year ended June 30, 2008. Future
annual minimum rental payments required under the leases as of June 30, 2008 are as
follows:

Years Ending

March 31,
2009 $ 130,320
2010 133,878
2011 57,998
2012 7,034

$__ 329,230
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ePLANNING SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS
{Continued)

CONTINGENCIES

The Company — together with various other corporations, and individuals — have been
named as defendants in several lawsuits that allege violations of federal and state
securities laws and claim substantial damages. Management of the Company, after
consultation with outside legal counsel, believes that the resolution of these various
lawsuits will not result in any material adverse effect on the Company's financial position.
In addition, management believes that an estimate of the possible loss or range of loss
cannot be made.

RETIREMENT PLAN

The Company has a 401(k) profit sharing plan that covers substantially all employees.
Under the plan, the employer provides 401(k) matching contributions to the plan.
Employer matching contributions were $50,717 for the year ended June 30, 2008.

STOCK OPTIONS

In October 2000, ePLANNING, Inc.'s (the Company's "Parent"} stockholders approved
the adoption of its 2000 Stock Incentive Plan (the "Plan") for the Parent. The Plan
provides for the granting of stock options to officers, directors or employees of the
Parent or the Company. Also, the Plan provides for the granting of stock options to
independent contractors who provide services to the Parent or the Company. Under the
Plan, the exercise price of stock options must be no less than the fair market value of the
Parent's common stock on the option grant date. A total of 3,500,000 shares of the
Parent's common stock is reserved for issuance under the Plan. The options generally
vest with respect to the first 25% of the shares when the optionee completes 12 months
of continuous service after the vesting commencement date. The remaining 75% of
options granted generally vest on an equal monthly basis over a three-year period when
the optionees complete each month of continuous service after the date the first 25% of
the options vest. The term of stock options outstanding is generally 10 years.

The Parent has also issued additional stock options on behalf of the Company to the
Company's chief executive officer (the "Executive Options") and to registered
representatives. The exercise price of the additional stock options is equal to the
estimated fair market value of the Parent's common stock on the option grant dates
(date approved by the Board of Directors) or, in some cases, at he estimated fair value
at dates specified in the grant award that occurred prior to final Board approval. Certain
options issued outside of the Plan were fully vested when granted while others vest over
a specified period generally three years from the grant date. The additional options are
exercisable for a period of ten years from the date of grant or earlier date specified in the
grant award. The terms of the Executive Options provide that the Executive may
exercise the options with a note payable to the Parent secured by the stock acquired in
the option exercise.

11
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ePLANNING SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS
(Continued)

STOCK OPTIONS (Continued)

The Company uses the straight-line attribution method to recognize share-based
compensation costs over the service period of the award. Deferred tax assets are
provided for the future deductibility of nonqualified stock options. Upon exercise,
cancellation, or expiration of stock options, deferred tax assets for options with multipte
vesting dates are eliminated for each vesting period on a first-in, first-out basis as if each
vesting period was a separate award.

Share-based compensation recognized for the period ended June 30, 2008 was
determined using the Black-Scholes option pricing model for estimating fair value of
options on the measurement dates. Option valuation models were developed for use in
estimating the deemed fair value of traded options that have no vesting restrictions and
are fully transferable. In addition, option valuation models require the input of highly
subjective assumptions, including the volatility of the issuers stock and the expected life
of the option. Because the Parent's stock options have characteristics significantly
different from those of traded options and because changes in subjective input
assumptions can materially affect the deemed fair value estimate, it is management’s
opinion that the existing models do not necessarily provide a reliable single measure of
the fair value of its Parent's stock option. The estimates of fair value made using the
pricing model could vary significantly from amounts of actual transactions in the Parent's
common stock.

The following table summarizes the compensation included in the financial statements
related to share-based options. :

Cost of revenues — commissions $ 119,784
Employee compensation and benefits 68,988
Share-based compensation effect on income before taxes 188,772
Deferred tax asset recognized {2,522)
Share-based compensation effect on net income 3 186,250

Options outstanding that are expected to vest are net of estimated future option
forfeitures in accordance with the provisions of SFAS No. 123(R). In accordance with
SFAS No. 123(R), the Company determines share-based compensation annually as the
greater of (1) compensation adjusted for changes to the estimate of expected equity
award forfeitures or (2) compensation associated with vested options. During 2008, the
stock option compensation associated with vested options exceeded compensation
reduced by expected forfeitures. Accordingly, forfeiture adjustments had no effect on
compensation expense.
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ePLANNING SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS
(Continued)

STOCK OPTIONS (Continued)

Under the provisions of SFAS No. 123(R), $188,772 has been recorded as a credit to
additional paid-in capital in connection with stock option compensation during the year
ended June 30, 2008. No tax benefit was realized during the period ended June 30,
2008 for tax deductions from exercise of nonqualified stock options as none were
exercised. As of June 30, 2008, there was $138,631 of total unrecognized
compensation costs refated to stock options granted by the Company. The
unrecognized compensation cost is expected to be recognized over a weighted average
period of .7 years.

Options outstanding that have vested and are expected to vest as of June 30, 2008 are
as follows:

Weighted
Average
Weighted Remaining
Number of Average Contractual
Shares Exercise Price Term
Vested 4,356,366 $ 0.294 5.37 years
Expected to vest 333,103 0.693 8.74 years
Total 4689469 § 0,320 9.62 years

Options with an aggregate fair value at the measurement dates (i.e., date of grant for
options to employees and date of completion of requisite service for options to
independent contractors) of $200,697 completed vesting during the year ended June 30,
2008. There were no stock options granted, forfeited or exercised during the year ended
June 30, 2008.
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SUPPLEMENTAL SCHEDULES



ePLANNING SECURITIES, INC.

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

NET CAPITAL
Total stockholder's equity $ 1,240,745
Deductions and/or charges:

Non-allowable assets $ (745,515)

Other deductions and/or charges (10.874) _(756,389)
Net Capital $ 484,356

RECONCILIATION TO FOCUS REPORT

No material differences exist between net capital computed herein and as reported in the
Financial and Operational Combined Uniform Single (Focus) Report as of June 30, 2008.
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ePLANNING SECURITIES, INC.
SCHEDULE Il - COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS

AND INFORMATION RELATING TO POSSESSION OR CONTROL REQUIREMENTS
UNDER RULE 15¢3-3 OF THE SECURITIES AND EXCHANGE COMMISSION

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Minimum net capital required $ 72,847
Minimum dollar requirement $ 50,000
Net capital required $ 72,847
Excess net capital $ 411,509
Excess net capital at 1000% of aggregate indebtedness $ 375,084
COMPUTATION OF AGGREGATE INDEBTEDNESS

Total allowable liabilities from statement of financial position $ 1119821
Total aggregate indebtedness : $ 1092711
Percentage of aggregate indebtedness to net capital - .2.26%

RECONCILIATION TO FOCUS REPORT

No material differences exist between the basic capital requirement calculated herein and as
reported in the Financial and Combined Uniform Single (Focus) Report as of June 30, 2008.

COMPUTATION OF RESERVE REQUIREMENTS

An exemption from Rule 15¢3-3 is claimed based upon section (k)(2)(ii). All customer
transactions are cleared through another broker-dealer on a fully disclosed basis. The company
cleared its securities transactions through Bear Stearns Securities Corporation (SEC # 8-43724)
until October 22, 2006. On October 23, 2008, the Company began clearing all of it securities
transactions through National Financial Services LLC (SEC #08-026740).

Information for possession or control requirements under Rule 15¢3-3 in not applicable.
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REPORT ON INTERNAL CONTROL



INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL

To the Stockholder
ePLANNING Securities, Inc.

In planning and performing our audit of the financial statements and supplemental
schedules of ePLANNING Securities, Inc. (the "Company"), as of and for the year ended
June 30, 2008, in accordance with auditing standards generally accepted in the United States of
America, we considered the Company's internal control over financial reporting (internal control)
as a basis for designing our auditing procedures for the 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 (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 17a3(a)(11) and for determining compliance with the exemptive provisions of
rule 15c3-3. 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.

3. Obtaining and maintaining physical possession or control of fully paid and excess
margin securities of customers as required by rule 15¢3-3.

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
absclute 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 conformity with generally accepted accounting principles. Rule 17a-5(g)
lists additional objectives of the practices and procedures listed in the preceding paragraph.

16




INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL
(Continued)

Because of inherent limitations in internal control or 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 financia! 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 wili 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 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 were adequate at June 30,
2008, to meet the SEC's objectives.

This report is intended solely for the information and use of the Board of Directors,
management, the SEC, Financial Industry Regulatory Authority, 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.
%7 - MW

Sacramento, California
August 18, 2008

£
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