
FORM X-17A-5

PART III

FACING PAGE

0MB APPROVAL

0MB Number 3235-01 23

Expires April30 2013

Estimated average burden

hours per response 12.00

Information Required of Brokers and Dealers Pursuant to Section 17 of the

Securities Exchange Act of 1934 and Rule 17a-5 Thereunder

SEC FILE NUMBER

8- 38485

REPORTFORTHEPERIODBEGINNING_01010 ANDENDING 12-31-2010

MM/DD/YY MM/DD/YY

REGISTRANT IDENTIFICATION

United Planners Financial Services

NAMEOFBROKER-DEALER0f America Limited Partnership
OFFICIALUSEONLY

ADDRESS OF PRINCIPAL PLACE OF BUSINESS Do not use P.O Box No FIRM l.D NO

7333 East Doubletree Ranch Road Suite 120

No and Street

Scottsdale Arizona 85258

City State Zip Code

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT

Michael Baker Chief Financial Officer 480 9910225

ACCOUNTANT IDENTIFICATION

Area Code Telephone Number

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report

Walker Armstrong LLP

4000 North Central Avenue Name individual state lastfirst middle name

Suite 1100 Phoenix Arizona 85012

Address City State Zip Code

CHECK ONE

I1 Certified Public Accountant

Public Accountant

Accountant not resident in United States or any of its possessions
11016822

FOR OFFICIAL USE ONLY

Claimsfor exemption from the requirement
that the annual report be covered by the opinion of an independent public accountant

must be supported by statement offacts and circumstances relied on as the basis for the exemption See Section 240.1 7a-5e2

Potential persons who are to respond to the collection of

information contained in this form are not required to respond

unless the form displays currently valid 0MB control number

UNiTED STATES

AND EXCHANGE COMMISSION

Washington D.C 20549

ANNUAL AUDITED REPORT

SEC 1410 06-02



OATH OR AFFIRMATION

Michael Baker
swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

United Planners1 Financial Services of America Limited Partnership as

of and for the year ended 12/31 20 l0are true and correct further swear or affirm that

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

classified solely as that of customer except as follows

No exceptions

jjjjt
Maricopa County

gnature

Vice President/Chief Financial Officer

Title

This report contains check all applicable boxes
IZI Facing Page

LXI Statement of Financial Condition

Statement of Income Loss
Statement of Changes in Financial Condition

LXI Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 5c3-3

Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation ofNet Capital Under Rule 5c3- and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

An Oath or Affirmation

copy of the SIPC Supplemental Report

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

t9Zor conditions of confidential treatment of certain portions ofthisfihing see section 240.17a-5e3



United Planners Financial Services of America

Limited Partnership

SEC I.D No 8-38485

Financial Statements and Supplemental Information

As of December 31 2010 and 2009 and for the Years then Ended



XTa1ker Armstrong LLP 4000 North
Centav

CERTIFIED PUBLIC ACCOUNTANTS Phoenix Arizona 85012

602.230.1040

602.230.1065 Fax

www.wa-cpas.com

Independent Auditors Report

The Partners

United Planners Financial Services of America

Limited Partnership

Scottsdale Arizona

We have audited the following financial statements of United Planners Financial Services of

America Limited Partnership the Partnership as of December 31 2010 and 2009 and for the

years then ended that you are filing pursuant to the Rule 7a-5 under the Securities Exchange Act of

1934

Statements of Financial Condition

Statements of Income

Statements of Changes in Partners Capital

Statements of Cash Flows

These financial statements are the responsibility of the Partnerships management Our responsibility

is to express an opinion on these financial statements based on our audits

We conducted our audits in accordance with U.S generally accepted auditing standards 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 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

Partnerships internal control over financial reporting Accordingly we express no such opinion An

audit also includes examining on test basis evidence supporting those amounts and disclosures in

the financial statements assessing the accounting principles used and significant estimates made by

management as well as evaluating the overall financial statement presentation We believe that our

audits provide reasonable basis for our opinion

In our opinion such financial statements present fairly in all material respects the financial position

of the Partnership as of December 31 2010 and 2009 and the results of the operations and its cash

flows for the years then ended in conformity with U.S generally accepted accounting principles



Our audits were conducted for the purpose of forming an opinion on the basic financial statements

taken as whole The supplemental schedule of computation of net capital for brokers and dealers

pursuant to Rule 15c3-1 under the Securities Exchange Act of 1934 of the Partnership as of

December 31 2010 is presented for the purpose of additional analysis and is not required part of

the basic financial statements but is supplementary information required by Rule 17a-5 under

Securities Exchange Act of 1934 This schedule is the responsibility of the Partnerships

management Such schedule has been subjected to the auditing procedures applied in our audits of

the basic fmancial statements and in our opinion is fairly stated in all material respects when

considered in relation to the basic financial statements taken as whole

WiAnrJrrt I2
Phoenix Arizona

February 16 2011



United Planners Financial Services of America Limited Partnership

Statements of Financial Condition

December 31 2010 and 2009

2010 2009

Assets

Cash and cash equivalents

Certificates of deposit

Commissions receivable

Property and equipment net

Security deposits

Other assets

5749725

1250000

1849859

185852

100000

781447

9916883

4215734

900000

1451860

208359

100000

789609

7665562

Liabilities and Partners Capital

Liabilities

Commissions payable

Accounts payable

Other accrued liabilities

Partners Capital

General Partner

Limited Partners

1776566 1583913

111665 46456

2175255 1015940

4063486 2646309

3313179 3079920

2540218 1939333

5853397 5019253

9916883 7665562

The accompanying notes are an integral

part of these financial statements

Total assets

Total liabilities

Total Partners capital

Total liabilities and Partners capital



United Planners Financial Services of America Limited Partnership

Statements of Income

Years ended December 31 2010 and 2009

Operating Expenses

Commissions

Employee compensation and benefits

Ticket charges

General and administrative

Office

Rent

Advertising and sales

Professional services

Other

Depreciation

51223003

5858688

329015

605261

320883

347487

272066

88714

113116

57183

59215416

31835408

4096261

383991

466286

300036

346684

224414

93120

102168

67122

37915490

The accompanying notes are an integral

part of these financial statements

Revenues

Commissions

Other

Investment

2010 2009

59939415

1118559

10300

37660984

1083526

15885

Total revenues 61068274 38760395

Total operating expenses

Net income 1852858 844905



United Planners Financial Services of America Limited Partnership

Statements of Changes in Partners Capital

Years ended December 31 2010 and 2009

General Limited

Partners Partners

Capital Capital Total

Balance January 2009 2830604 1836610 4667214

Distributions 170000 322866 492866

Net income preferred return 133030 75684 208714

Net income residual allocation 286286 349905 636191

Balance December 31 2009 3079920 1939333 5019253

Distributions 633000 385714 1018714

Net income preferred return 122346 77372 199718

Net income residual allocation 743913 909227 1653140

Balance-December3l2010 3313179 2540218 5853397

The accompanying notes are an integral

part of these financial statements



United Planners Financial Services of America Limited Partnership

Statements of Cash Flows

Years ended December 31 2010 and 2009

2010 2009

Cash flows from operating activities

Cash received from commissions 60700732 37446984

Other cash receipts 1118559 1083526

Interest received 10299 15885

Cash paid for commissions 51030349 31384781

Cash paid to vendors and employees 7813367 6061744

Net cash provided by operating activities 2985874 1099870

Cash flows from investing activities

Purchases of property and equipment 34676 33869

Purchases of certificates of deposit 350000 900000

Loans issued to representatives 91500 130000

Payments received on notes to representatives 43007 33458

Net cash used for investing activities 433169 1030411

Cash flows from financing activities

Partners capital distributions 1018714 492866

Net cash used for financing activities 1018714 492866

Net increase decrease in cash and cash equivalents 1533991 423407

Cash and cash equivalents beginning of year 4215734 4639141

Cash and cash equivalents end of year 5749725 4215734

The accompanying notes are an integral

part of these financial statements



United Planners Financial Services of America Limited Partnership

Statements of Cash Flows Continued

Years ended December 31 2010 and 2009

2010 2009

Reconciliation of net income to cash provided by

operating activities

Net income 1852858 844905

Adjustments to reconcile net income to net cash

provided by operating activities

Depreciation 57183 67122

Changes in assets and liabilities

Increase in commissions receivable 397999 439440

Increase decrease other assets 56655 48525
Increase in commissions payable 192653 450627

Increase decrease in accounts payable 65209 259
Increase in other accrued liabilities 1159315 225440

Net cash provided by operating activities 2985874 1099870

The accompanying notes are an integral

part of these financial statements



United Planners Financial Services of America

Limited Partnership

Notes to Financial Statements

Years ended December 31 2010 and 2009

Note Organization and Description of Operations

United Planners Financial Services of America Limited Partnership the Partnership is

securities broker-dealer licensed in all states The Partnership is subject to regulation under the

Securities Exchange Act of 1934 and is member of the Financial Industry Regulatory Authority

F1NRA The Partnership was formed on August 21 1987 although the partnership agreement has

since been amended and restated

The General Partner of the Partnership is United Planners Group Inc the Corporation an

Arizona Corporation while the limited partners are participating brokers who are also independent

contractors of the Partnership The Corporation is wholly owned subsidiary of Western Financial

Holdings LLC which is owned by three current Partnership executives

The Partnership was established to conduct the business of broker-dealer/general agency engaged

in the investment in and distribution of securities investment programs and other financial services

products The Partnership acts as an introducing broker-dealer that clears all transactions with and

for customers on fully disclosed basis with clearing broker-dealer mutual fund life insurance

company or limited partnership

The Partnership transmits all customer funds and securities to the clearing enterprise which

maintains and preserves all accounts and records of the Partnerships customers The clearing

enterprise receives fee for this service which is percentage of the gross commission on agency

transactions or the net trading profits after clearing fees on principal transactions

The Partnership is also Registered Investment Advisor under the Investment Advisors Act of 1940

Note Summary of Significant Accounting Policies

Basis of Presentation

The Partnership prepares its financial statements in accordance with U.S generally accepted

accounting principles

Cash and Cash Equivalents

Cash and cash equivalents include all highly liquid investments with original maturities of three

months or less The carrying values approximate fair values due to the short-term maturities ofthese

investments



Notes to Financial Statements Continued

Note Summary of Significant Accountin2 Policies Continued

Certflcates of Deposit

Certificates of deposit are reported at amortized cost and have contractual maturities ranging from

six to eighteen months

Concentration of Credit Risk

As of December 31 2010 $4640753 of the Partnerships bank balances including $1250000 in

certificates of deposit were insured by Federal Deposit Insurance and $2444942 was held in money

market accounts which are uninsured

Commissions Receivable and Commissions Payable

Commissions receivable primarily represent commissions due to the Partnership from the sale of

financial products Commissions payable represent amounts due to the Partnerships sales

representatives in connection with the sale of financial products

Fair Value of Financial Instruments

The carrying amount of certificates of deposit commissions receivable commissions payable and

other liabilities approximates fair value due to the short-term maturity of those instruments

Property and Equipment

Property and equipment is recorded at cost and depreciated or amortized using the straight-line

method based on estimated useful lives ranging from four to eight years

Security Deposits

Security deposits represent deposits maintained with clearing broker-dealers in connection with the

use of their services

Other Assets

Notes receivable are included in other assets and are carried at the lower of their carrying value or

fair value As of December 31 2010 and 2009 the carrying value of notes receivable approximates

fair value which is determined based on current market information for similar instruments



Notes to Financial Statements Continued

Note Summary of Significant Accounting Policies Continued

Securities Transactions

Securities transactions for the Partnerships customers are executed and cleared by independent

clearing agents on fully disclosed basis Customers securities transactions are reported on

settlement-date basis with related commission revenue and expenses reported on trade-date basis

Fees paid to the clearing agent are recorded as expenses when incurred

Commissions and Income from Principal Transactions

The Partnership as an introducing broker-dealer records commission and income from principal

transactions on trade-date basis Fees paid to the clearing broker-dealer such as ticket charges are

recorded as expenses In addition the Partnership as selling agent for various investment and

insurance companies records commission income when earned as specified under the participating

agreements Commissions are earned when the terms of the offering are met the offering is closed

and cash has been received from the subscriber

Income Taxes

The Partnership files partnership tax return with the earnings and losses included in the income tax

returns of the general and limited partners who are taxed depending on their respective tax status

Management evaluates annually its tax positions and if applicable adjusts its income tax provision

accordingly As of December 31 2010 no uncertain tax positions have been identified and

accordingly no provision has been made Tax years 2007 through 2009 remain subject to

examination by major tax jurisdictions

Advertising Costs

Advertising costs are expensed when incurred Total advertising expense for the years ended

December 31 2010 and 2009 were $155022 and $142136 respectively

Allocation of Profits and Losses and Cash Distributions

The Limited Partnership Agreement as amended and restated states that allocable profits and losses

as defined in the agreement shall be allocated 45% to the General Partner and 55% to the Limited

Partners Limited Partners and General Partners are to receive minimum of 25% and 50%

respectively of any allocation in cash Losses incurred prior to December 1993 were allocated

100% to the General Partner

10



Notes to Financial Statements Continued

Note Summary of Significant Accounting Policies Continued

The Limited Partnership Agreement also defines Preferred Return on Capital Invested the

Preferred Return The rate used for the Preferred Return is determined annually at the General

Partners discretion For the years ended December 31 2010 and 2009 the Preferred Return was

$199718 and $208714 respectively

Comprehensive Income

There are no differences between comprehensive income and net income in the accompanying

statements of income

Uses ofEstimates

The preparation of financial statements in conformity with U.S generally accepted accounting

principles requires management to make estimates and assumptions that affect the reported and

disclosed amounts of assets liabilities revenues and expenses as of and for the years then ended

Actual results could differ from those estimates

Note Fair Value Measurements

Financial accounting standards define fair value and establish framework for measuring fair value

and establish fair value hierarchy which prioritizes valuation techniques Fair value is the price

that would be received to sell an asset or paid to transfer liability in an orderly transaction between

market participants at the measurement date fair value measurement assumes that the transaction

to sell the asset or transfer the liability occurs in the principal market for the asset or liability or in

the absence of principal market the most advantageous market Valuation techniques that are

consistent with the market income or cost approach are used to measure fair value

The fair value hierarchy prioritizes valuation techniques used to measure fair value into three broad

levels

Level Valuation based on unadjusted quoted prices within active markets for identical

assets or liabilities accessible or payable by the Partnership

Level Valuation based on quoted market prices for similar assets or liabilities within

active or inactive markets or information other than quoted market prices observable through

market data for substantially the full term of the asset or liability

Level Valuation based on inputs other than quoted market prices that reflect assumptions

about the asset or liability that market participants would use when performing the valuation

based on the best information available in the circumstances

11



Notes to Financial Statements Continued

Note Fair Value Measurements Continued

As of December 31 2010 and 2009 the Partnerships assets and liabilities measured at fair value on

recurring basis consist of money market mutual funds which are valued as level assets These

money market mutual funds are reported as cash equivalents During 2010 and 2009 the Partnership

did not have any assets or liabilities measured on non-recurring basis

Note Property and Ecuipment

Property and equipment as of December 31 2010 and 2009 are as follows

2010 2009

Equipment 302343 379791

Leasehold improvements 32944 32944

Furniture 300344 299782

Computer software 29248 24934

Total 664879 737451

Less accumulated depreciation 479027 529092

Property and equipment net 185852 208359

Note Employee Benefit Plans

Effective January 2008 the Partnership established the United Planners Financial Services of

America 401k Plan the Plan which covers all eligible employees During 2010 and 2009 the

Partnership matched 75% of employee contributions up to maximum of 7% of eligible employee

compensation and up to the Internal Revenue Services maximum allowable amount respectively

The Partnerships share of contributions to the Plan for December 31 2010 and 2009 was $141164

and $141652 respectively

Note Net Capital Requirements

The Partnership is subject to the Securities and Exchange Commissions Uniform Net Capital Rule

Rule 15c3-1 which requires the maintenance of minimum net capital and requires that the ratio

of aggregate indebtedness to net capital both as defined in Rule 5c3-1 shall not exceed 15 to

Regulatory net capital is calculated as total partners capital plus subordinated liabilities less

nonallowable assets and applicable haircuts

12



Notes to Financial Statements Continued

Note Net Capital Requirements Continued

As of December 31 2010 and 2009 the Partnership had regulatory net capital of $4689045 and

$3838449 which was $4418146 and $3662028 in excess of its required net capital of $270899

and $176421 respectively As of December 31 2010 and 2009 the Partnerships aggregate

indebtedness was 0.87 and 0.69 times its net capital respectively

Note Reserve and Possession or Control Requirements

Rule 5c3-3 The Rule of the Securities and Exchange Commission provides formula for the

maintenance by broker-dealers of reserves in connection with customer-related transactions and

standards regarding the physical possession or control of fully paid and excess margin securities

There are allowable exemptions to the Rule provided that certain conditions are met Due to the

nature of the Partnerships business these conditions are satisfied and the Partnership claims an

exemption under subparagraph k2ii of the Rule

Note Related-Party Transactions

The Partnership reimbursed Western Financial Holdings LLC WFH for certain employee benefits

and technology use charges totaling $135300 and $107350 forthe years ended December 312010

and 2009 respectively which are reported as component of operating expenses

Note Contingent Liabilities

The Partnership is defendant in lawsuits arising in the normal course of business It is the opinion

of management that the amount of losses if any resulting from this litigation are not likely to be

material to the financial position or results of operations of the Partnership

Note 10 Financial Instruments with Off-Balance Sheet Risk

As securities broker the Partnership is engaged in buying and selling securities for diverse group

of customers including financial institutions The Partnership introduces these customer

transactions for clearance through independent clearing agents on fully disclosed basis

The Partnerships exposure to credit risk associated with nonperformance of customers in fulfilling

their contractual obligations pursuant to securities transactions can be directly impacted by volatile

trading markets which mayresult in the Partnerships inability to liquidate the customers collateral

at an amount equal to the original contracted amount

13



Notes to Financial Statements Continued

Note 10 Financial Instruments with Off-Balance Sheet Risk Continued

Agreements between the Partnership and its clearing agents require the Partnership to assume any

exposure related to such nonperformance of its customers The Partnership monitors its customers

activity by reviewing information it receives from its clearing agents on daily basis Upon

customer nonperformance the registered representative is obligated to compensate the Partnership

Accordingly the Partnership is at risk to the extent it does not obtain reimbursement from its

representatives

Note 11 Commitments

The Partnership leases its office space under an operating lease agreement expiring on March 31

2015 The Partnerships rent expense was $347487 and $346684 for the years ended December 31

2010 and 2009 respectively under this agreement

The following are future minimum lease payments on its noncancelable operating lease

Years ending

December 31 Amount

2011 325066

2012 333176

2013 341285

2014 349395

2015 87856

Total 1436778

Note 12 Subsiuent Events

The Company has evaluated through February 16 2011 the date the financial statements were

available to be issued subsequent events that may require additional disclosure or adjustment to the

financial statements noting that no such events occurred

14
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United Planners Financial Services of America Limited Partnership

Supplemental Schedule of Computation of Net Capital

Year ended December 31 2010

Net Capital

Total partners capital qualified for net capital 5853397

Deductions nonallowable assets

Property and equipment net 185852

Other nonadmitted assets 860846

Total deductions 1046698

Net capital before haircuts 4806699

Less haircuts

Haircuts 52961

Deduction under Rule 3020 64693

Total haircuts 117654

Net Capital $4689045

Aggregate indebtedness $4063486

Minimum capital required 270899

Net capital in excess of minimum capital required 4418146

Ratio of aggregate indebtedness to net capital 0.87 to

Note There are no differences between the computations using the amounts reported in the

accompanying audited financial statements and the computations as reported in the

Partnerships FOCUS report Part hA Form X17a-5 as of December 31 2010

15
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Independent Accountants Report on Applying

Agreed-Upon Procedures

The Partners

United Planners Financial Services of America

Limited Partnership

Scottsdale Arizona

In accordance with Rule 7a-5e4 under the Securities Exchange Act of 1934 we have performed

the procedures enumerated below with respect to the accompanying Schedule of Assessment and

Payments Assessment Reconciliation Form SIPC-7 to the Securities Investor

Protection Corporation SIPC for the year ended December 31 2010 which were agreed to by

United Planners Financial Services of America Limited Partnership the Partnership and the

Securities and Exchange Commission Financial Industry Regulatory Authority Inc and SIPC

solely to assist you and the other specified parties in evaluating the Partnerships compliance with

those requirements

The Partnerships management is responsible for 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 ofthese 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

Compared the listed assessment payments in Form SIPC-7 with respective cash

disbursement records entries general ledger account detail noting no differences

Compared the amounts reported on the audited Form X-17A-5 for the year ended

December 31 2010 as applicable with the amounts reported in Form SIPC-7 for the

year ended December 31 2010

Compared any adjustments reported in Form SIPC-7 with supporting schedules and

working papers as follows

Line 2c1 Deductible revenues were supported by the Partnerships software

program used to record detailed revenues by type

Line 2c3 Commissions paid to other SIPC members were supported by postings

in the Partnerships general ledger

Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the

supporting totals reported in the general ledger detail noting no differences

16



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

L/JAir LP
Phoenix Arizona

February 16 2011

17



United Planners Financial Services of America Limited Partnership

Securities Investor Protection Corporation SIPC Annual General

Assessment Reconciliation

Year ended December 31 2010

Total revenue for the year December 31 2010

Deductions

Revenues from the distribution of shares of registered open end

investment company or unit investment trust from the sale of variable

interest annuities from the business of insurance from investment

services rendered to registered investment companies or insurance

company separate accounts and from transactions in security futures

products

61068274

26875121

Commission floor brokerage and clearance paid to other SIPC members

in connection with security transactions 329015

Total deductions 27204136

SIPC net operating revenues

General assessment at .25%

Amount paid from January 2010 through June 30 2010

Amount paid upon filing the final form SIPC-7

Total general assessment

33864138

84660

43410

41250

84660

18
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Supplemental Report on Internal Control

The Partners

United Planners Financial Services ofAmerica

Limited Partnership

Scottsdale Arizona

In planning and performing our audit of the financial statements of United Planners Financial

Services of America the Partnership as of and for the year ended December 31 2010 in

accordance with U.S generally accepted auditing standards we considered the Partnerships internal

control over financial reporting internal control as 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 ofthe Partnerships internal control Accordingly we do

not express an opinion on the effectiveness of the Partnerships internal control

Also as required by Rule 17a-5g1 of the Securities and Exchange Commission SEC we have

made study of the practices and procedures followed by the Partnership This study included tests

of compliance with such practices and procedures that we considered relevant to the objectives stated

in Rule 17a-5g in making the periodic computations of aggregate indebtedness or aggregate

debits and net capital under Rule 7a-3a1 and the reserve required by Rule 5c3-3e We did

not review the practices and procedures followed by the Partnership in making the quarterly

securities examinations counts verifications and comparisons and the recordation of differences

required by Rule 7a- 13 or in complying with requirements for prompt payment for securities under

Section of Federal Reserve Regulation of the Board of Governors ofthe Federal Reserve System

because the Partnership does not carry securities accounts for customers or perform custodial

functions relating to customer securities

The Partnerships management 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 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

Partnership has responsibility are safeguarded against loss from unauthorized use or disposition and

that transactions are executed in accordance with managements authorization and recorded properly

to permit the preparation of financial statements in conformity with generally accepted accounting

principles Rule 7a-5g lists additional objectives of the practices and procedures listed in the

preceding paragraph

19



Because of the 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

control deficiency exists when the design or operation of control does not allow management or

employees in the normal course of performing their assigned functions to prevent or detect

misstatements on timely basis signflcant deficiency is deficiency or combination of

deficiencies in internal control that is less severe than material weakness yet important enough to

merit attention by those changed with governance

material weakness is deficiency or combination of deficiencies in internal control such that there

is reasonable possibility that material misstatementof the Partnerships financial statements will

not be prevented or detected and corrected on 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 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 material inadequacy for such

purposes Based on this understanding and on our study we believe that the Partnerships practices

and procedures as described in the second paragraph of this report were adequate at December31

2010 to meet the SECs objectives

This report is intended solely for the information and use ofthe partners management the SEC the

Financial Industry Regulatory Authority and other regulatory agencies that rely on Rule 17a-5g

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

Phoenix Arizona

February 16 2011
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