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-‘ ~ OLF Certified Public Accountants

& COMPANY, P.C. and Business Consultants

INDEPENDENT AUDITORS’ REPORT

To the Member and Management of
America’s Growth Capital, LLC
Boston, Massachusetts

We have audited the accompanying statement of financial condition of America’s Growth
Capital, LLC (the “Company”), a Delaware Limited Liability Company and a wholly-owned
subsidiary of America’s Growth Capital Holdings, LLC, as of June 30, 2010, and the related
statements of income, changes in member’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 America’s Growth Capital, LLC as of June 30, 2010, 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 supplementary information presented on pages 14 through 18 is presented
for purposes of additional analysis and is not a required part of the basic financial statements, but
is supplementary information required by Rule 17a-5 under the Securities Exchange Act of 1934.
Such information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, is fairly stated in all material respects in relation to the
basic financial statements taken as a whole.

é/a(,/,d [J\m,oazru(._P C.
Boston, Massachusetts
August 24, 2010
99 High Street « Boston, Massachusetts + 02110-2320 » Phone 617-439-9700 + Fax 617-542-0400
1500 Main Street » Suite 1500 « Springfield, Massachusetts » 01115 + Phone 413-747-9042 » Fax 413-739-5149
125 Wolf Road * Suite 209 » Albany, New York + 12205 « Phone 518-454-0880 + Fax 518-454-0882

www.wolfandco.com



AMERICA’S GROWTH CAPITAL, LLC
STATEMENT OF FINANCIAL CONDITION

June 30, 2010

ASSETS

Cash and cash equivalents

Marketable investments, at fair value
Non-marketable investments

Accrued interest receivable

Investment banking fees receivable

Other receivables

Due from related parties, non-interest bearing
Prepaid expenses and other current assets
Deposits

Property and equipment, net

Total assets
LIABILITIES AND MEMBER'S EQUITY

Liabilities:
Accounts payable
Accrued compensation
Deferred rent
Deferred revenue
Other liabilities
Total liabilities

Member's equity

Total liabilities and member's equity

See accompanying notes to financial statements.

$ 2,350,489
5,078,101
817,695
58,380
460,788
36,022
6,890
173,943
99,528

57,918
89,139.754

$ 91,456
1,623,210
29,928
501,324
110,714

2,356,632
6,783,122

$ 9,139,754



AMERICA’S GROWTH CAPITAL, LLC

STATEMENT OF INCOME

Year Ended June 30, 2010

Revenues:
Investment banking revenues
Trading and research commissions
Other income
Total revenues

Expenses:
Compensation and benefits for members of the Parent
for procedures and employees
Compensation and benefits
Occupancy costs
Technology, communications and information processing
General and administrative expenses
Travel and entertainment
Professional fees
Office expense
Depreciation and amortization
Brokerage fees
Regulatory fees and expenses
Total expenses

Other income (expense):
Interest income
Net realized and unrealized (loss) on investments
Total other income (expense)

Net income

See accompanying notes to financial statements.

$13,860,014
10,338
420,657

14,291,009

4,912,950
3,925,056
532,951
293,059
423,974
532,037
255,868
122,132
42,168
200
87,667

11,128,062

187,607
(25,216)

162,391

$ 3,325,338




AMERICA’S GROWTH CAPITAL, LLC
STATEMENT OF CHANGES IN MEMBER’S EQUITY

Year Ended June 30, 2010

Member's equity at June 30, 2009 $ 5,661,820
Net income 3,325,338
Distributions to member (2,204,036)
Member's equity at June 30, 2010 $ 6,783,122

See accompanying notes to financial statements.



AMERICA’S GROWTH CAPITAL, LLC
STATEMENT OF CASH FLOWS

Year Ended June 30, 2010

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cash
provided by operating activities:
Depreciation and amortization
Net realized and unrealized gain on investments

Net realized and unrealized loss on non-marketable investments

Investment received in the form of compensation

Non-marketable securities received in the form of compensation

Changes in assets and liabilities:
Commissions receivable
Deposit with clearing broker
Accrued interest receivable
Investment banking fees receivable
Other receivables
Prepaid expenses and other current assets
Deposits
Accounts payable
Accrued compensation
Deferred rent
Deferred revenue
Other liabilities
Net cash provided by operating activities

Cash flows from investing activities:
Due from related parties
Purchases of trading securities
Sales of trading securities
Purchases of property and equipment
Net cash used in investing activities

Cash flows from financing activities:
Distributions to member
Net cash used in financing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Supplemental disclosure of non-cash activity:

Investment banking receivable collected in the form of investments
Investment banking revenue received in the form of non-marketable investments

See accompanying notes to financial statements.
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$ 3,325,338

42,168
(15,944)

41,160
(21,734)
(750,000)

192,732
100,000
(58,380)

(310,788)

(22)
(8,831)
(7,471)
13,354

709,875
(23,943)
(198,855)

55,682

3,084,341

(3,857)
(6,631,240)
1,970,118

(63,913)

(4,728,892)

(2,204,036)

(2,204,036)

(3,848,587)
6,199,076

$ 2,350,489

$ 379,301
750,000



AMERICA’S GROWTH CAPITAL, LL.C
NOTES TO FINANCIAL STATEMENTS

Year Ended June 30, 2010

ORGANIZATION AND NATURE OF BUSINESS

America’s Growth Capital, LLC (the “Company’) was incorporated January 8, 2003 under
the laws of the State of Delaware and is a limited liability company. America’s Growth
Capital Holdings, LLC (the “Parent”) is the Company’s sole member. The Company is a
broker-dealer registered with the Securities and Exchange Commission (“SEC”) and is a
member of the Financial Industry Regulatory Authority (“FINRA”). The Company
engages principally in investment banking and limited trading services for its clients
around the globe. Limited research activity was terminated in 2009 and trading services
were terminated in 2010.

The Company claims exemption from the requirements of Rule 15¢3-3 under
Section (K)(2)(ii) of the Rule.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The accompanying financial statements have been prepared in conformity with accounting
principles generally accepted in the United States of America (“GAAP”). All items of
income and expense are accounted for on the accrual basis.

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 the 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 resuits could differ
from those estimates.

Cash and Cash Equivalents

Cash and cash equivalents include cash and highly liquid investments with an original
maturity of three months or less. Cash and cash equivalents exclude amounts segregated
under federal or other regulations. Cash equivalents are part of the cash management
activities of the Company.



AMERICA’S GROWTH CAPITAL, LLC

NOTES TO FINANCIAL STATEMENTS (Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Securities Transactions

Profit and loss arising from all investment transactions entered into for the account and risk
of the Company are recorded on a trade-date basis. Interest income is recognized on the
accrual basis. Commission income and expenses associated with customers’ securities
transactions are reported on a settlement-date basis in the Company’s financial statements.

Revenue Recognition

Investment banking revenues include retainer and success fees paid for providing merger-
and-acquisition and financial restructuring advisory services as well as fees, net of
syndicate expenses, arising from securities offerings in which the Company acts as an
underwriter or agent. Investment banking revenues are recorded at the time the transaction
is completed, and trading commissions are recorded on the settlement date.

In the ordinary course of business, the Company invoices and collects upfront, non-
refundable retainer fees in connection with certain of its service engagements. The retainer
fees are deferred and recognized ratably over the estimated term of the engagement.

Revenue derived from out-of-pocket expenses is recorded on a gross basis in other income
in the statement of income. Out-of-pocket expenses primarily consist of reimbursable
travel expenses related to its investment banking business.

Income Taxes

The Company is a wholly-owned limited liability company. Accordingly, the Company
does not file its own income tax returns. Instead, the results of operations are included in
the income tax returns of its Parent, America’s Growth Capital Holdings, LLC. The
Company does not pay income taxes to its Parent nor does it have a tax sharing agreement
with its Parent. Management does not have the intention of changing these facts. Thus,
income taxes are not presented in its statement of financial condition.

In 2010, the Company implemented new accounting guidance regarding the recognition,
measurement, presentation, and disclosure of uncertain tax positions in the financial
statements. Tax positions taken or expected to be taken in the course of preparing the
Company’s tax returns, including the position that the Company qualifies as a pass-through
entity, are required to be evaluated to determine whether the tax positions are “more-likely-
than-not” of being sustained by the applicable tax authorities. There are no uncertain tax
positions that require accrual or disclosure at June 30, 2010.



AMERICA’S GROWTH CAPITAL, LLC

NOTES TO FINANCIAL STATEMENTS (Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Property and Equipment

Property and equipment is stated at cost and is depreciated using the straight-line method
over their estimated useful lives.

Life in Years
Hardware 2 years
Software 2 years
Furniture and fixtures 5 -7 years

Leasehold improvements are amortized over the shorter of the estimated useful lives of the
assets or the lease life. The remaining lives of fixed assets are reviewed by management on
a periodic basis. Management will revise its depreciation policy should it deem that the
facts and circumstance so warrant. Repair and maintenance expenditures are charged to
operations as incurred.

Marketable Investments Valuation

Investments in corporate debt and marketable equity securities which are traded on a
national securities exchange are valued at fair value based on the last reported sales price
on the last business day of the period.

Fair Value Hierarchy

The Company groups its financial assets and financial liabilities, generally measured at fair
value, in three levels which are based on the markets in which the assets and liabilities are
traded and the reliability of the assumptions used to determine fair value.

Level 1 — Valuation is based on quoted prices in active markets for identical assets or
liabilities. Quoted prices are obtained from readily available pricing sources for market
transactions at the measurement date.

Level 2 — Valuation is based on observable inputs other than Level 1 prices, such as quoted
prices for similar assets or liabilities; quoted prices in markets that are not active; or other
inputs that are observable or can be corroborated by observable market data for
substantially the full term of the assets or liabilities.

Level 3 — Valuation is based on unobservable inputs that are supported by little or no
market activity and that are significant to the fair value of the assets or liabilities. Level 3
assets and liabilities include financial instruments whose value is determined using
unobservable inputs to pricing models, discounted cash flow methodologies, or similar
techniques, as well as instruments for which the determination of fair value requires
-significant management judgment or estimation.

8



AMERICA’S GROWTH CAPITAL, LLC

NOTES TO FINANCIAL STATEMENTS (Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (concluded)

Fair Value Hierarchy (concluded)

The level of the fair value hierarchy in which fair value measurement falls is determined by
the lowest level input that is significant to the fair value measurement.

Recent Accounting Pronouncements

In June 2009, the FASB approved the FASB Accounting Standards Codification
(Codification) as the single source of authoritative, nongovernmental GAAP. The
Codification does not change current GAAP but is intended to simplify user access to all
authoritative GAAP by providing all the authoritative literature related to a particular topic
in one place. All existing accounting standard documents is superseded and all other
accounting literature not included in the Codification is considered nonauthoritative. The
Codification did not have an impact on the financial condition or results of operations of
the Company.

MARKETABLE INVESTMENTS

Trading assets, at fair value, consist of the following at June 30, 2010:

Corporate bonds:
Financial services $ 2,282,376
Consumer services 396,625
Consumer goods 386,737
Technology 384,131
Oil 382,309
Telecommunications 270,953
Pharmaceutical 267,572
Other 695,139

5,065,842
Marketable equity securities:
Common stock 12,259

$ 5,078,101

For the year ended June 30, 2010, the net gain on trading activities for trading securities
held at the reporting date was $15,944.

NON-MARKETABLE INVESTMENTS

At June 30, 2010, investments of $817,695 consist of non-marketable warrants in three
private companies and stock in a private company. The warrants and stock were received
as all or a portion of investment banking revenue. The changes in fair value of these
investments is reported in the statement of income. See Note 6.

9



AMERICA’S GROWTH CAPITAL, LLC

NOTES TO FINANCIAL STATEMENTS (Continued)

PROPERTY AND EQUIPMENT

Property and equipment consists of the following at June 30, 2010:

Hardware $ 323,034
Software 21,960
Furniture and fixtures 62,539
Leasehold improvements 49,708
T 457241
Less: accumulated depreciation and amortization (399,323)
3 57,918

FAIR VALUE MEASUREMENTS

The following table categorizes within the fair value hierarchy (Note 2) the Company’s
financial assets measured at fair value on a recurring basis as of June 30, 2010:

Level 1 Level 2 Level 3 Fair Value
Assets:
Marketable equity securities $ 12,259  § - $ - $ 12259
Corporate bonds - 5,065,842 - 5,065,842
Warrants - - 50,151 50,151
Private company stock - - 767,544 767,544

$ 12,259 § 5,065,842 $ 817,695 $ 5,895,796

Marketable equity securities are valued using the closing market price.

Corporate bonds are valued using market inputs including benchmark yields, reported
trades, broker/dealer quotes, issuer spreads, two-sided markets, benchmark securities, bids,
offers and the reference date including market research publications, plus observations of
equity and credit default swap curves related to the issuer as applicable.

The fair value of warrants is calculated using the Black-Scholes option pricing model.
This option pricing model requires input of assumptions including the volatility of the
closing market price of comparable company stocks, the contractual term of the warrant
and the risk-free interest rate. Volatility is estimated using historical stock prices of
comparable companies. The risk-free rate is based on the yield of a U.S. Treasury security
with a term consistent with the warrant.

10



AMERICA’S GROWTH CAPITAL, LL.C

NOTES TO FINANCIAL STATEMENTS (Continued)

FAIR VALUE MEASUREMENTS (concluded)

For the private company stock, the per share value range is calculated using revenue and
EBITDA multiples of publicly-traded comparable companies with generally similar
business characteristics and operating performance to Trustwave, and applying these
multiples to Trustwave’s operating metrics. The resulting implied enterprise values,
adjusted by adding cash, subtracting debt and subtracting an estimated liquidity preference
provide a range of estimates for the Trustwave share value.

Both observable and unobservable inputs may be used to determine the fair value of
investments that the Company has classified within the Level 3 category. As a result, the
unrealized gains and losses for assets and liabilities within the Level 3 category may
include changes in fair value that were attributable to both observable and unobservable
inputs.

The following table presents additional information about Level 3 investments measured at
fair value.

Balance as of July 1, 2009 $ 108,855
Non-marketable securities received as investment

banking revenue 750,000
Net realized and unrealized gains (losses) (41,160)
Balance as of June 30, 2010 $ 817,695

Change in net realized and unrealized gains (losses) for
investments still held at June 30, 2010 $ (41,160)

There are no liabilities measured at fair value on a recurring basis, nor are there assets or
liabilities measured at fair value on a non-recurring basis.

CONCENTRATIONS OF CREDIT RISK

The Company is engaged in various trading and brokerage activities in which
counterparties primarily include broker-dealers, banks and other financial institutions. In
the event counterparties do not fulfill their obligations, the Company may be exposed to
risk. The risk of default depends on the creditworthiness of the counterparty or issuer of
the instrument. Financial instruments which potentially subject the company to such risk
include cash and cash equivalents, which may exceed insured limits. It is the Company’s
policy to review, as necessary, the credit standing of each counterparty. The Company
does not anticipate non-performance by its counterparties and the underlying financial
statements do not include any reserves for such risks.

11



AMERICA’S GROWTH CAPITAL, LLC

NOTES TO FINANCIAL STATEMENTS (Continued)

COMMITMENTS AND CONTINGENCIES

The Company leases its facilities under operating lease and sublease agreements expiring
through January 2013. Deferred rent represents the cumulative difference between the
recognition of rent expense on a straight-line basis over the life of the lease and the
cumulative rent payments made.

Rent expense under the operating leases for the year ended June 30, 2010 was
approximately $698,000.

The Company also utilizes certain equipment under the terms of operating leases expiring
through December of 2010.

The Company subleases a portion of its facility under an agreement which is set to expire
in September 2011. The total income earned under this agreement amounted to
approximately $236,000 for the year ended June 30, 2010 and is netted against occupancy
costs in the statement of income.

Future minimum lease payments required under these operating lease agreements, net of
sublease income, for the years ended June 30 are as follows:

2011 $ 704,777
2012 227,488
2013 39,889
Total minimum lease payments $ 972,154

In the normal course of business, the Company may enter into underwriting commitments.
There are no transactions relating to such underwriting commitments that were open at

June 30, 2010.

The Company enters into contracts that contain a variety of representations and warranties
and which provide general indemnifications. The Company’s maximum exposure under
these arrangements is unknown, as this would involve future claims that may be made
against the Company that have not yet occurred. However, based on experience,
management expects the risk of loss to be remote.

From time to time, in the ordinary course of business, various legal claims may arise.
GAAP requires the Company to accrue for losses it believes are probable and can be
reasonably estimated. In the opinion of management, no such losses are accrued for in the
Company’s financial statements as of June 30, 2010.

12
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AMERICA’S GROWTH CAPITAL, LLC

NOTES TO FINANCIAL STATEMENTS (Concluded)

REGULATORY NET CAPITAL REQUIREMENTS

As a broker-dealer, the Company is subject to the Securities and Exchange Commission’s
(“SEC”) regulations and operating guidelines, which require the Company to maintain a
specified amount of net capital, as defined, and a ratio of aggregate indebtedness to net
capital, as defined, not to exceed 15 to 1. Net capital and the related ratio of aggregate
indebtedness to net capital may fluctuate on a daily basis. At June 30, 2010, the Company
had net capital of $4,806,976, which is $4,649,867 in excess of its required net capital of
$157,109, and the Company’s aggregate indebtedness to net capital ratio was 0.49 to 1.

RELATED PARTY TRANSACTIONS

The Company enters into transactions with its employees. These transactions include
amounts due from employees related to personal expenses charged on Company credit
cards. The Company has amounts due from related parties totaling $6,890 at June 30,
2010.

CUSTOMER CONCENTRATIONS

Transactions with eleven (11) customers accounted for approximately fifty-five percent
(55%) of the Company’s revenues for the year ended June 30, 2010.

401(k) PROFIT SHARING PLAN

The Company sponsors a 401(k) profit sharing plan (the “Plan”) offered to substantially all
of its employees. The Company made no contribution to the Plan for the year ended
June 30, 2010.

13



AMERICA’S GROWTH CAPITAL, LLC

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

AND STATEMENT PURSUANT TO RULE 17a-5(d)(4)

OF THE SECURITIES AND EXCHANGE COMMISSION

June 30,2010

Computation of net capital:

Total member's equity from statement of financial condition

Less non-allowable assets:
Accrued interest receivable
Investment banking fees receivable
Other receivables
Due from related parties, non-interest bearing
Prepaid expenses and other current assets
Non-marketable securities
Deposits
Property and equipment, net
Total non-allowable assets

Less haircuts on securities
Net capital
Computation of basic net capital requirement:
Minimum dollar net capital requirements of
reporting broker-dealer
Minimum net capital required (6-2/3% of
aggregate indebtedness pursuant to Rule 15¢3-1)
Excess net capital

Aggregate indebtedness

Ratio: Aggregafe indebtedness to net capital

See independent auditors’ report.
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$

6,783,122

58,380
460,788
36,022
6,890
173,943
817,695
99,528
57,918

1,711,164

264,982

$

4,806,976

100,000

157,109

oA

4,649,867

&+

2,356,632

049to1




AMERICA’S GROWTH CAPITAL, LLC

COMPUTATION OF NET CAPITAL PURSUANT TO RULE 15¢3-1
AND STATEMENT PURSUANT TO RULE 17a-5(d)(4)
OF THE SECURITIES AND EXCHANGE COMMISSION (Concluded)

Year Ended June 30, 2010

Statement Pursuant to Rule 17a-5(d)(4)

There were no material differences between the computation of net capital as reported in the
unaudited Part [IA of Form X-17A-5 and the computation of net capital pursuant to Rule

15¢3-1 contained herein.

See independent auditors’ report.
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-‘ ' OLF Certified Public Accountants

& COMPANY, P.C. and Business Consultants

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

To the Member and Management of
America’s Growth Capital, LLC
Boston, Massachusetts

In planning and performing our audit of the financial statements of America’s Growth Capital,
LLC (the “Company”), as of and for the year ended June 30, 2010, 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 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. 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

99 High Street * Boston, Massachusetts » 02110-2320 + Phone 617-439-9700 « Fax 617-542-0400
1500 Main Street * Suite 1500 + Springfield, Massachusetts « 01115 + Phone 413-747-9042 + Fax 413-739-5149
125 Wolf Road * Suite 209 « Albany, New York « 12205 + Phone 518-454-0880 + Fax 518-454-0882

www.wolfandco.com



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

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 deficiency, or a combination of
deficiencies, in internal control over financial reporting that is less severe than a material
weakness, yet important enough to merit attention by those responsible for oversight of the
company’s financial reporting.

A material weakness is a deficiency, or combination of deficiencies, in internal control over
financial reporting, such that there is a reasonable possibility that a material misstatement of the
company’s annual or interim financial statements will not be prevented or detected on a timely
basis.

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 as described in the second paragraph of this report, were
adequate at June 30, 2010 to meet the SEC’s objectives.
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This report is intended solely for the information and use of the Member, 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.

Waeg < (2 omparst, Pec.
Boston, Massachusetts
August 24, 2010
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