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OATH OR AFFIRMATION

I, Gordon Dihle , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Spencer Edwards, Inc. , as

of December 31 |, 2008 , are true and correct. I 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:

1 Signature

Chief Financial Officer
Title

g 0
Q cr"—-ﬂ'ﬁﬁ TN
-~ Notary Publi .

AL Py AV
This Zport ** contains {check all appticable boxes):
[X}(a) Facing Page.

[x}(b) Statement of Financial Condition,

(x](c) Statement of tncome (Loss).

[X}(d) Statement of Changes in Financial Condition,

[x)(e) Statement of Changes in Stockholders’ Equity of Partners' or Sole Proprictors' Capital.
[CI(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

[¥}(g) Computation of Net Capital (including reconciliation of X-17A-5 Part 1I filing with this Rule 17a-5(d) report, if applicable).

(v Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

[ Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

CJ() A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

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

Bd(l} An Qath or Affirmation,

{{m) A copy of the SIPC Supplemental Report.

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

[XI{0) Independant Auditors' Report on Internal Accounting Control.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Sd  Sricer JEFFRIES LLP

CERTIFIED PUBLIC ACCOUNTANTS

525t SOUTH QUEBEC STREET » SUITE 200
GREENWOQOD VILLAGE, COCLORADO 80111
TELEPHONE: (303} 753-1959

FAX: (303} 753-0338

INDEPENDENT AUDITORS' REPORT

wwwi.spicetjeffries.com

The Board of Directors of
Spencer Edwards, Inc.

We have audited the accompanying statement of financial condition of Spencer Edwards, Inc. as of
December 31, 2008, and the related statements of operations, changes in shareholder’s equity and cash
flows for the year then ended. These financial statements are the responsibility of the Company's
management. Our responsibility is to express an opinion on these financial statements based on our
audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes 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 entity’s
internal control over financial reporting. Accordingly, we express no such opinion. An audit also
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. 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 beheve 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 Spencer Edwards, Inc. as of December 31, 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 made for the purpose of forming an opinion on the financial statements taken as a whole.
The information contained in the supplemental schedule listed in the accompanying index is presented
for purposes of additional analysis and is not required for a fair presentation of the financial statements,
but is supplementary information required by Rule 17a-5 of the Securities and Exchange Commission.
Such information has been subjected to the auditing procedures applied in our audit of the financial
statements and, in our opinion, is fairly stated in all material respects in relation to the financial

statements taken as a whole.
//gﬁ » é %w Ll

Greenwood Village, Colorado
January 30, 2009
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SPENCER EDWARDS, INC.

STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2008

ASSETS

Cash and cash equivalents

Due from clearing broker

Securities owned, at fair value

Deposit with clearing broker

Fumiture and equipment, net of accumulated depreciation of $153,310
Other assets

Total assets

LIABILITIES AND SHAREHOLDER'S EQUITY

LIABILITIES:
Accrued commissions, salaries and payroll taxes
Accounts payable and accrued expenses
Securities sold, not yet purchased, at fair value
Due to clearing broker

Total liabilities

COMMITMENTS AND CONTINGENCIES (Notes 4 and 6)

SHAREHOLDER'S EQUITY (Note 2)

Common stock, $0.01 par value; 100,000 shares authorized,
10,000 shares issued and outstanding

Additional paid-in capital

Deficit

Total shareholder's equity

Total liabilities and shareholder's equity

The accompanying notes are an integral part of this statement.

8,845
71,083
34,071

150,000

1,650

34,829

300,478

45,501
2,723
3,120

54,609

105,953

100
383,427
(189,002)

194,525

300,478




SPENCER EDWARDS, INC.

STATEMENT OF OPERATIONS
YEAR ENDED DECEMBER 31, 2008

REVENUES:
Commissions
Investment banking fees
Other income
Trading profit, net

Total revenues

EXPENSES:
Commissions
Salaries and employee benefits
Clearing, quotation and regulatory
Occupancy and communications
General and administrative

Total expenses
LOSS BEFORE INCOME TAX BENEFIT

INCOME TAX BENEFIT (Note 3)

NET LOSS

The accompanying notes are an integral part of this statement.

$

1,338,752
277,633
12,669
10,282

1,639,336

752,670
559,239
270,274
135,207
107,327

1,824,717

(185,381)

$

(185,381)




SPENCER EDWARDS, INC.

STATEMENT OF CHANGES IN SHAREHOLDER’S EQU[TY

YEAR ENDED DECEMBER 31, 2008

Additional
Common Stock Paid-In
Shares Amount Capital Deficit Total
BALANCES, December 31, 2007 10,000 $ 100 § 284927 §% (3,621) $ 281,406
Shareholder contributions - - 98,500 - 98,500
Net loss - - - (185,381) (185,381)
BALANCES, December 31, 2008 10,000 $ 100 $ 383,427 3 (189,002) $§ 194,525

The accompanying notes are an integral part of this statement.



SPENCER EDWARDS, INC.

STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2008

CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss $
Adjustments to reconcile net loss to net cash used in
operating activities:
Depreciation
Changes in operating assets and liabilities:
Decrease in due from clearing broker
Decrease in securities owned, at fair value
Decrease in other assets
Decrease in accrued commissions, salaries and payroll taxes
Decrease in accounts payable and accrued expenses
Decrease in securities sold, not yet purchased
Decrease in due to cleaning broker

(185,381)

3,592

180,523
50,034
6,282
(86,242)
(8,269)
(3,765)
(43,403)
(21,150)

Decrease in loans from officers

Net cash flows used in operating activities

CASH FLOWS FROM FINANCING ACTIVITIES:

Shareholder contributions

(107,779)

98,500

NET DECREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS, at beginning of year

(9,279)

18,124

CASH AND CASH EQUIVALENTS, at end of year $

8,845

The accompanying notes are an integral part of this statement.



SPENCER EDWARDS, INC.

NOTES TO FINANCIAL STATEMENTS

NOTE I - BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization and Business

Spencer Edwards, Inc. is a Colorado corporation and a wholly owned subsidiary of Primarc Holding
Corp (“Primarc™). The Company is in business as a securities broker-dealer registered with the
Securities and Exchange Commission and is a member of the Financial Industry Regulatory Authority,
Inc. (“FINRA"). The Company is engaged in the general retail securities business and deals primarily in
equity securities (in which it may act as a market maker) which it buys and sells on behalf of its
customers on a fully disclosed basis earning commissions, and also for its own account in its proprietary
trading activities. It is also engaged in the investment banking business in which it may engage in
underwriting and other corporate financing activities earning commissions and fees.

Clearing Agreements

The Company, under Rule 15¢3-3(k}(2)(ii), is exempt from the reserve and possession or control
requirements of Rule 15¢3-3 of the Securities and Exchange Commission. The Company does not carry
or clear customer accounts. Accordingly, all customer transactions are executed and cleared on behalf of
the Company by its clearing brokers on a fully disclosed basis. The Company's agreement with its
clearing brokers provide that as a clearing broker, that firm will make and keep such records of the
transactions effected and cleared in the customer accounts as are customarily made and kept by a
clearing broker pursuant to the requirements of Rules 17a-3 and 17a-4 of the Securities and Exchange
Act of 1934, as amended (the “Act”). It also performs all services customarily incident thereto, including
the preparation and distribution of customers' confirmations and statements and maintenance margin
requirements under the Act and the rules of the Self Regulatory Organizations of which the Company is
a member.

Cash_and Cash Equivalents

For purposes of the statement of cash flows, the Company considers all highly hquid instruments
purchased with an original maturity of three months or less 10 be cash equivalents.

Long Lived Assets

The cost of long lived assets, generally furniture and equipment, are capitalized and charged to
operations over their estimated useful lives. The Company provides for depreciation on these assets on
the straight-line basis over the estimated lives of five to seven years. Substantial leasehold
improvements are capitalized and amortized over the term of the related lease.

Revenue Recognition

The Company records proprietary transactions, commission revenue and related expenses on a trade date
basis. In connection with the Company's investment banking activities, underwriting deposits and
expense advances received by the Company, along with any related expenses, are deferred and
recognized when its services are completed.



SPENCER EDWARDS, INC.

NOTES TO FINANCIAL STATEMENTS
(Continued)

NOTE I - BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Investment Banking

Investment banking revenues include gains, losses, and fees, net of syndicate expenses, arising from
securities offerings in which the Company acts as an underwriter or agent. Investment banking
management fees are recorded on offering date, sales concessions on trade date, and underwriting fees at
the time the underwriting is completed and the income is reasonably determinable.

Income Taxes

The Company files a consolidated tax return with its parent. For financial statement purposes, the
Company presents income tax information as if it filed a separate income tax return. The Company
utilizes the asset and liability method of accounting for income taxes, as prescribed by Statement of
Financial Accounting Standards No. 109. Under this method, deferred tax assets and liabilities are
recognized for the future tax consequences attributable to differences between the financial statement
carrying amounts of existing assets and liabilities and their respective tax bases. Deferred tax assets and
liabilities are measured using enacted tax rates expected to apply in the years in which these temporary
differences are expected to be recovered or settled. Changes in tax rates are recognized in income in the
period that includes the enactment date.

On December 30, 2008, the Financial Accounting Standards Board voted on and adopted FSP FIN 48-3,
(“Effective Date of FASB Interpretation No. 48 for Certain Nonpublic Entities™). FSP FIN 48-3 defers
the effective date of FIN 48 for nonpublic enterprises to the annual financial statements for fiscal years
that begin after December 15, 2008. This interpretation requires entities to disclose any uncertain tax
positions carried on its books for which it may not be sustained upon examination by taxing authorities.
In accordance with the guidance listed above, the Company has elected to delay adoption of FIN 48 and
furthermore, management feels that it will not have a significant impact on the Company or its financial
statements when adopted.

Fair Value of Financial Instruments

The Company's financial instruments, including cash, deposits with and due from clearing broker,
receivables, other assets, accounts payable and accrued expenses are carried at amounts that
approximate fair value due to the short-term nature of the instruments. Securities owned and securities
sold, not yet purchased are valued at market value using quoted market prices.

Securities Inventory

The Company adopted the provisions of SFAS No. 157, “Fair Value Measurements™ (SFAS No. 157),
effective January 1, 2008. Under SFAS No. 157, fair value is defined as the price that would be received
to sell an asset or paid to transfer a liability (i.e., the “exit price”) in an orderly transaction between
market participants at the measurement date.



SPENCER EDWARDS, INC.

NOTES TO FINANCIAL STATEMENTS
(Continued)

NOTE I - BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING.POLICIES
(continued)

Securities inventory (continued)

In determining fair value, the Company uses various valuation approaches. SFAS No. 157 establishes a
fair value hierarchy for inputs used in measuring fair value that maximizes the use of observable inputs
and minimizes the use of unobservable inputs by requiring that the most observable inputs be used when
available. Observable inputs are those that market participants would use in pricing the asset or liability
based on market data obtained from sources independent of the Company. Unobservable inputs reflect
the Company’s assumption about the inputs market participants would use in pricing the asset or
liability developed based on the best information available in the circumstances. The fair value hierarchy
is categorized into three levels based on the inputs as follows:

Level 1 - Valuations based on unadjusted quoted prices in active markets for identical assets or
liabilities that the Company has the ability to access. Valuation adjustments and blockage
discounts are not applied to Level 1 securities. Since valuations are based on quoted prices that
are readily and regularly available in an active market, valuation of these securities does not
entail a significant degree of judgment.

Level 2 - Valuations based on quoted prices in markets that are not active or for which all
significant inputs are observable, either directly or indirectly.

Level 3 - Valuations based on inputs that are unobservable and significant to the overall fair
value measurement.

The availability of valuation techniques and observable inputs can vary from security to security and is
affected by a wide variety of factors, including the type of security, whether the security is new and not
yet established in the marketplace, and other characteristics particular to the transaction. To the extent
that valuation is based on models or inputs that are less observable or unobservable in the market, the
determination of fair value requires more judgment. Those estimated values do not necessarily represent
the amounts that may be ultimately realized due to the occurrence of future circumstances that cannot be
reasonably determined. Because of the inherent uncertainty of valuation, those estimated values may be
materially higher or lower than the values that would have been used had a ready market for the
securities existed. Accordingly, the degree of judgment exercised by the Company in determining fair
value is greatest for securities categorized in Level 3. In certain cases, the inputs used to measure fair
value may fall into different levels of the fair value hierarchy. In such cases, for disclosure purposes, the
level in the fair value hierarchy within which the fair value measurement falls in its entirety is
determined by the lowest level input that is significant to the fair value measurement.

Fair value is a market-based measure considered from the perspective of a market participant rather than
an entity-specific measure. Therefore, even when market assumptions are not readily available, the
Company’s own assurmnptions are set to reflect those that market participants would use in pricing the
asset or lability at the measurement date. The Company uses prices and inputs that are current as of the

10
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SPENCER EDWARDS, INC.

NOTES TO FINANCIAL STATEMENTS
(Continued)

NOTE 1 - BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
{concluded)

Securities inventory (concluded)

measurement date, including during periods of market dislocation. In periods of market dislocation, the
observability of prices and inputs may be reduced for many securities. This condition could cause a
security to be reclassified to a lower level within the fair value hierarchy.

The Company values its securities and securities sold, not yet purchased that are freely tradable and are
listed on a national securities exchange or reported on the NASDAQ national market at their last sales
price as of the last business day of the year. Changes in fair value is reflected in the Company’s
statement of operations.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates.

NOTE 2 - NET CAPITAL REQUIREMENTS

Pursuant to the net capital provisions of Rule 15¢3-1 of the Securities Exchange Act of 1934, the
Company is required to maintain a minimum net capital, as defined under such provisions. At
December 31, 2008, the Company had net capital and net capital requirements of $152,904 and
$100,000, respectively. The Company's net capital ratio (aggregate indebtedness to net capital} was
0.68 to 1. According to Rule 15¢3-1, the Company's net capital ratio shall not exceed 15 to 1.

NOTE 3 - INCOME TAXES

The Company has a net operating loss carryforward in the current year of approximatley $180,000
available to offset future taxable income which expires in 2028. The future income tax benefit of
approximately $67,500 is not assured of realization and therefore a valuation allowance has been
established for the entire amount,

Deferred income tax liabilities or assets arise from the net tax effects of temporary differnces between

the carrying amouns of assets and liabilities for financial reporting purposes and the amounts used for
income tax purposes. The Company has immaterial temporary differences.

11
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SPENCER EDWARDS, INC.

NOTES TO FINANCIAL STATEMENTS
(Continued)

NOTE 3 - INCOME TAXES (continued)

Significant components of the Company’s deferred tax liabilities and assets as of December 31, 2008
are:

Deferred tax liabilities: $ -

Deferred tax asset;

Net operating loss carryforward $ 67,500
Valuation allowance (67,500)

5 -

The valuation allowance increased $67,500 for the year ended December 31, 2008.

NOTE 4-  COMMITMENTS AND RELATED PARTY TRANSACTIONS

The Company leases its office space and facilities from its parent on a month-to-month basis. Total
rental expense of $102,358 was charged to operations during the year ended December 31, 2008.

NOTE 5 - FAIR VALUE MEASUREMENTS

The following table presents information about the Company’s assets and liabilities measured at fair
value as of December 31, 2008:

Quoted Prices in Significant Significant
Active Markets Other Observable Unobservable
for Identical Assets Inputs Inputs Balance as of
{Level 1) (Level 2) (Level 3) December 31, 2008
Assets
Securities owned

Comrmon stock, at
fair value $ 34,071 - - S 34,071

Liabilities
Securities sold, not yet purchased

Common stock, at
fair value 3 3,120 - - $ 3,120

12
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SPENCER EDWARDS, INC.

NOTES TO FINANCIAL STATEMENTS
(continued)

NOTE 6 - FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET RISKS
AND UNCERTAINTIES

In the normal course of business, the Company's client activities through its clearing broker involve the
execution, settlement, and financing of various client securities transactions. These activities may
expose the Company to off-balance sheet risk. In the event the client fails to satisfy its obligations, the
Company may be required to purchase or sell financial instruments at prevailing market prices in order
to fulfill the client's obligations.

In the Company's trading activities, the Company has purchased securities for its own account and may
incur losses if the market value of these securities declines subsequent to December 31, 2008. In
addition, the Company has sold securities that it does not own and it will, therefore, be obligated to
purchase such securities at a future date. The Company has recorded this obligation in the financial
statements at the December 31, 2008 market value of the securities. The Company may incur a loss,
unlimited in amount, if the market value of the securities increases subsequent to December 31, 2008.

In addition, the Company bears the risk of financial failure by its clearing broker. If the clearing broker

should cease doing business, the Company's receivable and deposit from this clearing broker could be
subject to forfeiture.

13
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SPENCER EDWARDS, INC.

COMPUTATION OF NET CAPITAL
PURSUANT TO UNIFORM NET CAPITAL RULE 15¢3-1

DECEMBER 31, 2008
CREDIT:
Shareholder's equity $ 194,525
DEBITS:
Nonallowable assets:
Fumiture and equipment, net 1,650
Other assets 34,829
Total debits 36,479
Net capital before haircuts on securities positions 158,046
Haircuts on securities positions and money market funds 5,142
NET CAPITAL 152,904

Minimum requirements of 6-2/3% of aggregate indebtedness of
$102,833, market maker requirement of $65,500 or $100,000,
whichever is greater 100,000

EXCESS NET CAPITAL S 52,904

AGGREGATE INDEBTEDNESS:

Accounts payable and accrued expenses 3 2,723
Accrued commisions, salanies and payroll taxes 45,501
Due to clearing broker 54,609
TOTAL AGGREGATE INDEBTEDNESS $ 102,833
RATIO OF AGGREGATE INDEBTEDNESS TO NET CAPITAL 0.68 to 1

NOTE: There are no matenal differences between the above computation of net capital and the
corresponding computation as submitted by the Company with the unaudited Form X-17A-5 Part
II Filing, as of December 31, 2008.

See the accompanying Independent Auditors’ Report. 14
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SJ SPICER JEFFRIES LLP

CERTIFIED PUBLIC ACCOUNTANTS

5251 SOUTH QUEBEC STREET = SUTTE 200
GREENWOOCD VILLAGE. COLORADO 80111
TELEPHONE: (303) 753-1959

FAX: (303) 753-0338

INDEPENDENT AUDITORS' REPORT ON wspiceieioscom
INTERNAL ACCOUNTING CONTROL REQUIRED BY SEC RULE 17a-5

The Board of Directors of
Spencer Edwards, Inc.

In planning and performing our audit of the financial statements and supplementary information of
Spencer Edwards, Inc. (the “Company”) as of and for the year ended December 31, 2008, in accordance
with auditing standards generally accepted in the United States of America, we considered the
Company’s internal control over financial reporting 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 and net capital under Rule 17a-3(a)(11) and for determining compliance with the
exemptive provisions of Rule 15¢3-3. We did not review the practices and procedures followed by the
Company in making the quarterly securities examinations, counts, verifications and comparisons, and
the recordation of differences required by Rule 17a-13 or 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, because the Company does not carry security accounts for customers or
perform custodial functions relating to customer securities.

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
internal control structure policies and procedures and of the practices and procedures referred to in the
preceding paragraph and to assess whether those practices and procedures can be expected to achieve
the SEC’s above-mentioned objectives. Two of the objectives of 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 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.
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SPICER JEFFRIES LI

Because of inherent limitations in internal control and the practices and procedures referred to above,
errors 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. This report recognizes that it is not
practicable in an organization the size of the Company to achieve all the divisions of duties and cross-
checks generally included in a system of internal accounting control and that alternatively greater
reliance must be placed on surveillance by management.

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 i1s more than
inconsequential will not be prevented or detected by the entity’s internal control.

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

Our consideration of internal control was for the limited purpose described in the first and second
paragraphs and would not necessarily identify all deficiencies in internal control that might be material
weaknesses. We did not identify any deficiencies in internal control and control activities for
safeguarding securities that we consider to be matertal weaknesses, as defined above. However, the
Company generates financial statements on a timely basis in accordance with generally accepted
accounting principles, but it does not include footnotes to these statements. Accordingly, this is
considered a control deficiency.

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, 2008, to meet the
SEC’s objectives.

In addition, our review indicated that the Company was in compliance with the conditions of exemption
from Rule 15¢3-3 pursuant to paragraph k(2)(ii) as of December 31, 2008, and no facts came to our
attention to indicate that such conditions had not been complied with during the year.

This report is intended solely for the information and use of the Board of Directors, management, the
SEC, the Financial Industry Regulatory Authonty, Inc., 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.

/4’2@ yﬂ % o (LA
Greenwood Village, Colorado
January 30, 2009 END

16



