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McGladrey & Pullen

Certified Public Accountants

Independent Auditor's Report

To the Board of Directors
WestLB Securities Inc.
New York, New York

We have audited the accompanying statement of financial condition of WestLB Securities Inc. (the “Company”) as of
December 31, 2009. This financial statement is the responsibility of the Company’'s management. Our responsibility is to
express an opinion on this financial statement based on our audit.

We conducted our audit in accordance with 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 statement of
financial condition is free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the statement of financial condition. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall statement of financial
condition presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the statement of financial condition referred to above presents fairly, in all material respects, the financial
position of WestLB Securities Inc. as of December 31, 2009 in conformity with accounting principles generally accepted in

the United States of America.
%c% / //oféac/ L~

New York, New York
February 26, 2010

McGladrey & Pullen, LLP is a member firm of RSM International -
an affiliation of separate and independent legal entities.



WestLB Securities Inc.

Statement of Financial Condition

December 31, 2009

Assets
Cash and cash equivalents $ 18,473,049
Cash segregated in compliance with Rule 15¢3-3 200,000
Deposits with clearing organizations 7,920,513
Securities owned, at fair value 47,232
Investment in limited partnership 12,810,406
Prepaid taxes and other assets 2,311,323
Total Assets $ 41,762,523
Liabilities
Due to Parent $ 4,608,360
Accrued compensation payable 618,135
Deferred tax liability 959,449
Other liabilities and accrued expenses 559,782
6,745,726

Stockholder’s equity
Common stock, no par value; 1,000 shares authorized, 100 shares

issued and outstanding -
Additional paid-in capital 29,851,294
Retained earnings 5,165,503
Total Stockholder’s Equity 35,016,797
Total Liabilities and Stockholder’s Equity $ 41,762,523

See accompanying notes.



WestLLB Securities Inc.

Notes to Statement of Financial Condition

December 31, 2009

1. Organization

WestLB Securities Inc. (the “Company”) is a wholly owned subsidiary of WestLB AG (the
“Parent”), a commercial and investment bank located in the Federal Republic of Germany.

The Company is a registered broker and dealer under the Securities Exchange Act of 1934. The
Company is also a member of the Financial Industry Regulatory Authority (“FINRA),
Euroclear, Clearstream, the Depository Trust Company, National Securities Clearing
Corporation and the Fixed Income Clearing Corporation.

The Company acts as an agent between its affiliated companies and third parties for the purchase
and sale of foreign equity and fixed income securities. The Company executes and clears all of
these trades through its foreign affiliates. These trades are settled on a delivery versus payment
or receive versus payment basis. The Company provides clearing and custodial services for its
Parent’s branches in New York, London and Tokyo relating to domestic securities and acts as
agent for the placement of commercial and private placement paper. In addition, the Company
trades fixed income securities for its own account.

In the normal course of business, the Company is involved in the execution and settlement of
various securities transactions whose counterparties are primarily institutions and affiliates.
These activities may expose the Company to risk in the event that the counterparty is unable to
fulfill its contracted obligations and the Company has to purchase or sell the securities
underlying the contract at a loss. In addition, the Company has the right to pursue collection or
performance from the counterparties who do not perform under their contractual obligations. The
Company monitors the credit standing of the clearing brokers and all counterparties with which it
conducts business.

As more fully described in Note 6, the Company generates management, clearing, commercial
paper, and private placement fees through transactions with related parties and has service
agreements with related parties under which it receives administrative support to conduct its
operations. Therefore, the accompanying financial statement may not be indicative of the
financial condition or the results of operations of the Company if it had operated as an
unaffiliated entity.



WestLLB Securities Inc.

Notes to Statement of Financial Condition (continued)

December 31, 2009
2. Significant Accounting Policies

The Company follows accounting standards established by the Financial Accounting Standards
Board (the “FASB”) to ensure consistent reporting of financial condition, results of operation,
and cash flows. References to Generally Accepted Accounting Principles (GAAP) in these
footnotes are to the FASB Accounting Standards Codification™, sometimes referred to as the
Codification or ASC. The Codification is effective for periods ending on or after September 15,
20009.

This financial statement has been prepared in conformity with accounting principles generally
accepted in the United States of America and reflects the following significant accounting
policies:

Use of Estimates

The preparation of the financial statement 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 statement. Actual results could differ from these
estimates.

Cash and Cash Equivalents

The Company considers all highly liquid investments with original maturities of less than 90
days at the time of purchase and not held for resale to be cash equivalents. Cash and cash
equivalents include cash held in bank accounts, highly liquid deposits in overnight investment
accounts and money market funds. Cash and the overnight account are held at one U.S.
commercial bank. As of December 31, 2009, $18,000,000 of the cash and cash equivalents
balance was held in one money market fund deposit.

The Company maintains its deposits with a high-quality financial institution in an amount that is
in excess of federally insured limits; however, the Company does not believe it is exposed to any
significant credit risk.

Cash Segregated in Compliance with SEC Rule 15¢3-3

Cash of $200,000 is segregated in a special reserve bank account at a major U.S. financial
institution for the exclusive benefit of customers under Rule 15¢3-3 of the Securities and
Exchange Act of 1934.



WestLB Securities Inc.

Notes to Statement of Financial Condition (continued)
December 31, 2009
2. Significant Accounting Policies (continued)

Securities Owned

Securities owned are valued at market or fair value. Market value is generally based on quoted
market prices. If quoted market prices are not available, fair value is determined based upon
other relevant factors, including dealer-price quotations.

Receivable From and Payable to Customers

Receivable from and payable to customers represent unsettled securities transactions due to and
due from customers. No unsettled securities transactions were due to or due from customers at
the close of business on December 31, 2009.

Fails to Deliver and Fails to Receive

Fails to deliver arise when the Company does not deliver securities on settlement date. The
Company records the selling price as a receivable due from the purchasing customer. The
receivable is collected upon delivery of the securities. Fails to receive arise when the Company
does not receive securities on settlement date. The Company records the amount of the purchase
price as a payable due to the selling customer. The liability is paid upon receipt of the securities.
There were no fails to deliver and no fails to receive at the close of business on December 31,
2009.

Income Taxes

FASB Accounting Standards Codification Topic 740, Income Taxes, provides guidance for how
uncertain tax positions should be recognized, measured, disclosed and presented in the financial
statements. This requires the evaluation of tax positions taken or expected to be taken in the
course of preparing the Company’s tax returns to determine whether the tax positions are “more-
likely-than-not” of being sustained “when challenged” or “when examined” by the applicable tax
authority. Tax positions not deemed to meet the more-likely-than-not threshold would be
recorded as a tax expense and liability in the current year. For the year ended December 31,
2009 management has determined that there are no uncertain tax positions.



WestLLB Securities Inc.

Notes to Statement of Financial Condition (continued)
December 31, 2009
2. Significant Accounting Policies (continued)
Subsequent Event Disclosure

The Company evaluated subsequent events after the date of the financial statement to consider
whether or not the impact of such events needed to be reflected or disclosed in the financial
statement. Such evaluation was performed through the report date of the financial statement, the
date that this financial statement was issued.

Fair Value Measurement

FASB Accounting Standards Codification Topic 820 (“ASC 8207), Fair Value Measurements
and Disclosures, defines fair value, establishes a fair value hierarchy based on the quality of
inputs used to measure fair value, and provides for disclosure requirements for fair value
measurements. Fair value is the price that would be received to sell an asset and paid to transfer a
liability in an orderly transaction between market participants at the measurement date.

The Company utilizes valuation techniques to maximize the use of observable inputs and
minimize the use of unobservable inputs. Assets and liabilities recorded at fair value are
categorized based upon the level of judgment associated with the inputs used to measure their
value. The fair value hierarchy gives the highest priority to quoted prices in active markets for
identical assets or liabilities (Level 1) and the lowest priority to unobservable inputs (Level 3).
Inputs are broadly defined as assumptions market participants would use in pricing an asset or
liability. The three levels of the fair value hierarchy are:

e Level 1: Quoted market prices in active markets for identical assets and liabilities.

e Level 2: Observable market-based inputs or unobservable inputs that are corroborated by
market data.

e Level 3: Unobservable inputs that are not corroborated by market data.

In addition, ASC 820 requires enhanced disclosure about fair value measurements. See Note 3
for further discussion of ASC 820. The adoption of ASC 820 did not have a material impact on
the Company’s financial condition.



WestLB Securities Inc.

Notes to Statement of Financial Condition (continued)

December 31, 2009

3. Fair Value of Financial Instruments

The following table presents the Company’s fair value hierarchy for those assets and liabilities

measured at fair value on a recurring basis as of December 31, 2009:

Fair Value Measurements Using

Quoted Prices in

Active Markets Significant Other Significant
for Identical Observable Unobservable
Assets Inputs Inputs
Total (Level 1) (Level 2) (Level 3)
Money Market Fund $18,000,000 $18,000,000 $ - $ -
Common Stock 47,232 - - 47,232
Limited Partnership 12,810,406 - - 12,810,406
Total $30,857,638  $18,000,000 $ - $12,857,638

Financial instruments classified as Level 3 in the fair value hierarchy represent the Company’s
investments in financial instruments in which the management has used at least one significant
unobservable input in the valuation model. The fair value measurement inputs for the

investment in the Limited Partnership are the Company’s own assumptions

based on

assumptions that market participants would use, including assumptions about risk due to
unobservability, ongoing volatility of the investment market, and the current limitations on
withdrawal from the Limited Partnership investment. The following table presents a

reconciliation of activity for the Level 3 financial instruments:

Balance at January 1, 2009 $ 9,004,765
Realized and unrealized gains on investments:
Realized gain on investment 756,947
Change in unrealized appreciation on investments (756,947)
Purchase of investment 4,870,268
Sale of Investment (1,017,395)
Balance at December 31, 2009 $12,857,638



WestLLB Securities Inc.

Notes to Statement of Financial Condition (continued)

December 31, 2009

4. Deposits with Clearing Organizations

The Company is a participant in the Depository Trust Company (“DTC”). DTC has a minimum
participant deposit requirement of $7,000,000 for the Company. The remaining balance of
$920,513 is held with the National Securities Clearing Corporation. These deposits represent
cash held at each clearing organization.

5. Investment in Limited Partnership

In May 2006, the Company agreed to purchase up to $18 million of limited partnership interests
in EnCap Energy Capital Fund VI, L.P. (“EnCap”), a newly formed oil and gas investment
partnership. The Company’s interest in EnCap represents approximately 1.8% of all interests
held. Pursuant to the limited partnership agreement, the limited partners of EnCap are required to
fund their investment in the partnership based on calls for capital made by the general partner.
The general partner can issue a call for capital contributions at any time, on an as needed basis,
over a maximum period of five years expiring in July 2011. As of December 31, 2009, the
investment in limited partnership on the Statement of Financial Condition amounted to
$12,810,406 with $4,184,698 remaining of the $18 million commitment. Subsequent to
December 31, 2009, an additional $352,973 has been funded.

6. Related Party Transactions

The Company provides services to its Parent’s head office in Diisseldorf and branches in New
York and London under management agreements. These services include securities clearing,
custody, and other management services. These charges are invoiced on a monthly basis, and the
amounts receivable are noninterest-bearing and are payable on demand.

Due to Parent consists of management charges related to a service agreement with the Parent.
The Company utilizes certain resources of the Parent, including facilities, systems, human
resources and other various administrative services for which the Parent allocates a management
charge to the Company.

‘The Company has entered into commercial paper placement agreements with commercial paper
conduits set up by the Parent. Pursuant to these agreements, the Company acts as an agent and
receives a fee for placing commercial paper with investors on behalf of the conduits.

The Company also earns private placement fees relating to the distribution of private placement
paper to U.S. investors on behalf of the London Branch of the Parent.



WestLB Securities Inc.

Notes to Statement of Financial Condition (continued)

December 31, 2009

7. Net Capital Requirements

The Company is subject to the net capital requirements of the Securities and Exchange
Commission (the “SEC”) under Rule 15¢3-1 (the “Rule”). The Company follows the basic
method of computing net capital under the Rule which requires that the Company must maintain
minimum net capital, as defined, equal to the greater of $250,000 or 6-2/3% of aggregate
indebtedness, as defined. The SEC requirements also provide that equity capital may not be
withdrawn or cash dividends paid if certain minimum net capital requirements are not met. At
December 31, 2009, the Company had net capital of $15,281,956 which was $14,896,204 in
excess of its required net capital of $385,752. The Company’s ratio of aggregate indebtedness to
net capital was 0.38 to 1.

8. Subordinated Liabilities

Effective December 1, 2008, the Company entered into a revolving subordinated loan agreement
(the “Agreement”) with the Parent. Under the terms of the Agreement, the Company has an
aggregate revolving credit line of $40 million that expires on August 15, 2011. The Company did
not draw down on the available credit line during the year ended December 31, 2009. The
revolving credit line has been approved by FINRA and is includable in determining net capital
under Rule 15¢3-1 when drawn.

The Company’s subordinated revolving credit agreement requires payment of interest at floating
rates related to the London Interbank Offered Rate.

9. Income Taxes

The Company files federal, New York State and New York City income tax returns. Deferred
income taxes reflect the tax effects of temporary differences between the financial reporting and
tax bases of assets and liabilities. These temporary differences are composed of a rent provision
and partnership investment. Such temporary differences will result in deductible amounts in
future years and are measured using the tax rates and laws expected to be in effect when the
related temporary differences are expected to be reversed.

The effective rate differs from the statutory federal rate primarily due to the effects of permanent
differences between book expense and tax expense for the current year.



WestLB Securities Inc.

Notes to Statement of Financial Condition (continued)

December 31, 2009

10. Employee Benefit Plans

Pursuant to a service agreement with the Parent, the Parent provides the Company with
personnel, who if eligible, participate in the Parent’s non-contributory defined contribution

pension plan.

In addition, certain employees of the Parent also participate in a deferred compensation plan
offered by the Parent. Participants voluntarily defer a portion of their incentive bonus, which is
invested in a variety of investments for a deferral period of the employee’s choosing. The
employee deferrals are charged to expense in the year of the award.

10



McGladrey & Pullen

Certified Public Accountants

independent Accountant's Report on Applying Agreed-Upon Procedures

To the Board of Directors
WestlLB Securities inc.
New York, New York

In accordance with Rule 17a-5(e)(4) under the Securities Exchange Act of 1934, we have performed the procedures
enumerated below with respect to the accompanying Schedule of Assessment and Payments [Transitional Assessment
Reconciliation (Form SIPC-7T)] to the Securities Investor Protection Corporation ("SIPC") for the period from April 1,
2009, to December 31, 2009 which were agreed to by WestLB Securities Inc. (the "Company"), the Securities and
Exchange Commission, the Financial Industry Regulatory Authority, Inc. and SIPC, solely to assist you and these other
specified parties in evaluating the Company's compliance with the applicable instructions of the Transitional Assessment
Reconciliation (Form SIPC-7T). The Company's management is responsible for the Company's compliance with those
requirements. This agreed-upon procedures engagement was conducted in accordance with attestation standards
established by the American Institute of Certified Public Accountants. The sufficiency of these procedures is solely the
responsibility of those parties specified in this report. Consequently, we make no representation regarding the sufficiency
of the procedures described below either for the purpose for which this report has been requested or for any other
purpose. The procedures we performed and our findings are as follows:

1. Compared the listed assessment payments in Form SIPC-7T with respective cash disbursement record
entries, noting no differences.

2. Compared the Total Revenue amounts of the audited financial statements for the year ended December 31,
2009 less revenues reported on the FOCUS reports for the period from January 1, 2009 to March 31, 2009, as
applicable, with the amounts reported in Form SIPC-7T for the period from April 1, 2009 to December 31,
2009, noting no differences.

3. Compared any adjustments reported in Form SIPC-7T with supporting schedules and working papers, noting
no differences.

4. Proved the mathematical accuracy of the calculations reflected in Form SIPC-7T and in the related schedules
and working papers supporting the adjustments, noting no differences.

We were not engaged to, and did not, conduct an examination, the objective of which would be the expression of an
opinion on compliance. Accordingly, we do not express such an opinion. Had we performed additional procedures, other
matters might have come to our attention that would have been reported to you.

This report is intended solely for the information and use of the specified parties listed above and is not intended to be,
and should not be, used by anyone other than these specified parties.

%&%@7/&5&%/ Lo

New York, New York
February 26, 2010

McGladrey & Pullen, LLP is a member firm of RSM International -
an affiliation of separate and independent legal entities.



SIPC-7T

(29-REV 12/09)

1. Name of Member, address, Designated Examining Authority, 1934 Act registration no. and month in which fiscal year ends for
purposes of the audit requirement of SEC Rule 17a-5:

—

o e

H m m o o

020434 FINRA DEC

WESTLB SECURITIES INC 77

1211 AVE OF THE AMERICAS 23RD FLR

C/O WESTLB AG

ATTN: JACK BARANSK]

l NEW YORK NY 10036

General Assessment [item 2e from page 2 (not less than $150 minimum}]

Date Paid

PAID WITH THIS FORM:

Less prior overpayment applied
Assessment balance due or (overpayment)

Interest computed on late payment (see instruction E) for

Check enclosed, payable to SIPC
Total (must be same as F above)

Overpayment carried forward

202-371-8300 o
Transitional Assessment Reconciliation

Note: If any of the information shown on the mailing tabel

SECURITIES INVESTOR PROTECTION CORPORATION
805 15th St. N.W. Suite 800, Washington, D.C. 20005-2215

(Read carefully the instructions in your Working Copy before completing this Form)

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

SIPC-7T

(29-REV 12/09)

requires correction, please e-mail any corrections to
form@sipc.org and so indicate on the form filed.

Name and telephone number of person to contact

respe

cting this form.

$

Less pa]ment lade with SIPC-8 filed including $150 paid with 2009 SIPC-4 (exclude interest)

days at 20% per annum

Total assessment balance and interest due (or overpayment carried forward)

4,983

${

0,950

$
{ \ QQIQZ—
{

4,988
. Wha88

3. Subsidiaries (S) and predecessors (P) included in this form (give name and 1934 Act registration number):

)

The SIPC member submitting this form and the
person by whom it is executed represent thereby
that all information contained herein is true, correct

and cemplete.

Dated theﬂo_ day of§ f&g“&]!&‘ , 20 \{ ) .

This form and the assessment payment is due 60 days after the end of the fiscal year. Retain the Working Copy of this form

West L Secuvithes Wne

f[fwal!on Parinership or other organlzatlon)

{Authorized Signature)

CED

for a period of not less than 6 years, the latest 2 years in an easily accessible place.

SIPC REVIEWER

Dates:

Postmarked
Calculations
Exceptions:

Disposition of exceptions:

Received

Reviewed

Documentation

Forward Copy



DETERMINATION OF “SIPC NET OPERATING REVENUES”
AND GENERAL ASSESSMENT o

Amounts for the fiscal period

beginning April {, 2009
and endingf}cccda:f_al 2004

Eliminate cents
Item No. S
2a. Total revenue {FOCUS Line 12/Part 11A Line 9, Code 4030) $ g)qqg 1(Q0(0 _

2b. Additions:
(1) Total revenues from the securities business of subsidiaries {except foreign subsidiaries) and

predecessors not included above.

{2) Netloss from principal transactions in securities in trading accounts. B

{3) Net loss from principal transactions in commodities in trading accounts.

(4) Interest and dividend expense deducted in determining item 2a.

(5) Net loss from management of or participation in the underwriting or distribution of securities.

(6) Expenses other than advertising, printing, registration fees and legal fees deducted in determining net
profit from management of or participation in underwriting or distribution of securities.

{7) Net toss from securities in investment accounts.

Total additions

2¢. Deductions:
{1) Revenues from the distribution of shares of a registered open end investment company or unit T
investment trust, from the sale of variable annuities, from the business of insurance, from investment .
advisory services rendered to registered investmant companies or insurance company separate ‘ S
accounts, and from transactions in security futures products.

{2) Revenues from commodity transactions.

{3) Commissions, floor brokerage and clearance paid to other SIPC members in connection with —
securities transactions.

{4) Reimbursements for postage in connection with proxy solicitation.

(5) Net gain from securities in investment accounts. 1 Ll'q 4 86q I

{6) 100% of commissions and markups earned from transactions in (i) certificates of deposit and
{ii) Treasury bills, bankers acceptances or commercial paper that mature nine months or less
from issuance date.

(7) Direct expenses of printing advertising and legal fees incurred in connection with othet revenue
telaled to the securities business (revenue defined by Section 16(9)(L) of the Act).

(8) Other revenue not related either directly or indirectly to the securities business.
(See Instruction C): N

ONay for

{9)°1i) Total interest and dividend expense (FOCUS Line 22/PART IiA Line 13,

Code 4075 plus line 2b(4) above) but not in excess ]_S'
/AL 2o

of total interest and dividend income,

(i} 40% of interest earned on customers securilies accounts
{40% of FOCUS line 5, Code 3960).

Enter the greater of line (i) or (ii) OOt o, 2‘. ¢64 -
Total deductions - 00100’ :5 1]8 écn -

2d. SIPC Net Operating Revenues !?j,,};, 1:0 ‘, $=LLM
20. General Assessment @ .0025 8”"98 oy, by $ ng qm .
890,78 (to page 1 but not tess than

’CM%O $150 minimum)

2
S



B McGladrey & Pullen

Certified Public Accountants

—_ Independent Auditor's Report on Internal Control

To the Board of Directors
— WestLB Securities Inc.
New York, New York

In planning and performing our audit of the financial statements of WestLB Securities Inc. (the "Company"), as
of and for the year ended December 31, 2009, 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 (the “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 compliance with such practices and procedures that we considered relevant to the
objectives stated in Rule 17a-5(g), in the following:

1. Making the periodic computations of aggregate indebtedness (or aggregate debits) and net capital under
Rule 17a-3(a)(11) and the reserve required by Rule 15¢3-3(e).

— 2. Making the quarterly securities examinations, counts, verifications, and comparisons, and the recordation of
differences required by Rule 17a-13.

3. Complying with the requirements for prompt payment for securities under Section 8 of Federal Reserve
—_ Regulation T of the Board of Governors of the Federal Reserve System.

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

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 fulfiling this responsibility, estimates and judgments by
management are required to assess the expected benefits and related costs of controls, and of the practices and
procedures referred to in the preceding paragraph, and to assess whether those practices and procedures can be
expected to achieve the SEC's above-mentioned objectives. Two of the objectives of internal control and the practices
and procedures are to provide management with reasonable but not absolute assurance that assets for which the
Company has responsibility are safeguarded against loss from unauthorized use or disposition, and that transactions are
- executed in accordance with management's authorization and recorded properly to permit 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.

McGladrey & Pullen, LLP is @ member firm of RSM International —~
an affiliation of separate and independent legal entities. (
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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 deficiency in internal control 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 deficiency, or a combination of deficiencies, in internal control that is less severe than a
material weakness, yet important enough to merit attention by those charged with governance.

A material weakness is a deficiency, or combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the Company's financial statements will not be prevented, or detected and

corrected, on a timely basis.

Our consideration of internal control was for the limited purpose described in the first and second paragraphs and was not
designed to identify all deficiencies in internal control that might be material weaknesses and therefore, there can be no
assurance that all material weaknesses have been identified. 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, as described in the second paragraph of this report, were adequate at
December 31, 2009, 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 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.
%CW / /«/ZZ&%/ Lo

New York, New York
February 26, 2010
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