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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
Barwell Securities Corporation

We have audited the accompanying statement of financial condition of Barwell Securities Corporation as
of November 30, 2004, and the related statement of income (loss), changes in ownership 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 Barwell Securities Corporation as of November 30, 2004, and the results of its
operations and cash flows for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

Our audit was made for the purpose of forming an opinion on the basic financial statements taken as a
whole. The Computation of Net Capital, Computation of Basic Net Capital Requirement, Computation of
Aggregate Indebtedness, and the Statement of Changes in Liabilities Subordinated to the Claims of
General Creditors are presented for the purposes of additional analysis and are not a required part of the
basic financial statements, but are supplementary information required by rule 17a-5 of the Securities and
Exchange Commission. 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.

7%»&:.,«. //:.M_;cj WaM,AC.

West Des Moines, Iowa
December 17, 2004
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OATH OR AFFIRMATION

1, Roger-D. Hershey swear (or affirm) that, to the

best of my knowledge and belief the accompanying financial statement and supporting schedules iming to the firm of
Barwell Securities Corporation

as of

November 30 12004 are true and correct. I further swear (or affirm) that neither the company
nor any partner, proprietor, prmupal officer or director has any proprietary interest in any account classified soley as that of
a customer, except as follows:

7=

Rl CINDY K KLAASSEN
g Commission Number 716163

. '.' My Co &%oon& Sp:res

by fo Yo

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

L (a) Facing page.

L (b) Statemnent of Financial Condition.

% (c) Statement of Income (Loss). .

& (d) -Statement of Changes in Financial Condition.

% (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietor's Capital.

L (N Statement of Changes in Liabilities Subordinated 10 Claims of Crednors

¥ (g) Computation of Net Capital

Z (h) Computation for Determination of Reserve Reqmrcmems Pursuant to Ru!e 15¢3-3.

— (i) Information Relating to the Possession or control Réquirements Under Rule 15¢3-3.

— () A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

X (k) A Reconciliation between the audited and unaudited Statements of Financial Condition wnh respect to methods of con-
solidation.

¥ () An Oath or Affirmation.

Z (m)A copy of the SIPC Supplemental Report. ‘

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

**For conditions of confidential treatment of ceriain portions of this filing, see section 240.17a-5(e)(3).
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
I , PART ilA

BROKER OR DEALER Barwell Securities Corporation . N 3 il
) .

STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING AND
CERTAIN OTHER BROKERS OR DEALERS

a8 of (MM/DD/YY) 11/30/04 89
SEC FILE NO.___8-22482 98
ASSETS " Consolidated |_ | 198
Unconso!idatedT J 199
Allowable Non-Allowable Igla_l
L o SRR $ 25,257 200 | . : $ 25,257 [750 )
2. Receivables from brokers or dealers: )
A. Clearance account . .. oo vevnrnas... ! 2,885 295
8. Other....... et e, ' 300 [ 550 2,885 810
3. Receivables from non-customers. . ... ...... ' 355 s00 |Y 830
4. Securities and spot commodities .
. owned, at market value:
A, Exempted securities ................. 418
8. Debtsecurities. .. ................... 419
C. OPliONS .. ettt eennnenarnannns,s 420
D. Other securities . . .......cueunnn e ' 424
€. Spotcommodities . ........uuvenne... M 430 850
S. Securities and/or other investments -
not readily marketable:
A Atcost 7§ 130 ‘ ‘
B. Atestimated faicvatue ........ .. ... = [ a40 610l R YT
6. Securities borrowed under subordination agree-
ments and partners’ individual and capital
630 , 880
A. Exempted
securities $ ' - I'ISO l
8. Other
securities $ ' 160
7. Secureddemond nates:.................. 470 l 540" 890

market value of collateral:
A. Exempted
securities $ ' 170
B. Other e
securities $ ] I 180|
8. Membership‘s":;\ exchanges: o '
A. Owned, at

market $ I 190| :
B. Owned,atcost  .................... | 650‘]

C. Contributed for use of the company,

AtMarketvalue . ... v ey aa. M I 660 | 900
9. Investment in and receivables from

affifiates, subsidivries and "

associated partnerships .. ............. 480 670 ’ 912
0. Property, furniture, equipment, '

leasebold improvements and rights

under lease agreements, at cost-net

of accumutated depreci: tion ) 477 .

ANC BMOrIZAtION. ..o v oo nenrnanss 490 680 ! . - 477 920
1. Other assers. Deferred income taxes 535 735 930

12, TOTALASSETS .ooveennennnnnne. s 28,142 540 | 477 [ 140 s 28,619 940

The accompanying notes are an integral part of these Iinancial statements OMIT PENNIES

I securities acoounts, at market value: 460
A
I ‘



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART HIA

BROKER OR DEALER Barwell Securities Corporation

asof _ 11/30/04

13.
14,

15.
16.

17.

18.

19.

20,

21.
22.
23.

24,
25.

STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING
AND CERTAIN OTHER BROKERS OR DEALERS

LIABILITIES AND OWNERSHIP EQUITY

Al Non-Al.
Liabilities Liabilities Liabilities Tﬁﬂ
Bank loanspayable. ................00.. - § 1045] ¢ |1255 L',S 1147°|
Payable to brokers or dealers: ’
A. Clearance account ... ...ccovvronnnren 1114 1315 1560
B. Other. .o eiiniiniaenannianannn. M 1115 1305 1540
Payable 1o non-Customers. . ....ocovvenene 1155 1355 1610
Securities sold not yet purchased,
atmarketvalue .. .......ovtiiiennns !1360 ' 1620
Accounts payable, accrued liabilities,
;xpenses AN OthEr +.vvvererrrnanans 798 l1205 l 1385 798 l 1535!
Notes and mortgages payable:
A UNSECUrBd . oo ovieninenrinaan, 1210 1690
B. SECUrB. . everrerearinenrnannn, tzn]y [1390] ¥, 1700
Liabilities subordinated to ctaims
of general creditors: . .
A. Cash DOFIOWINGS: e vveeeennneenn. ) 30,500 |1400! 30,500 I 1710!
1. from outsiders 3 $ 970
2. Includes equity subordination. {15¢3-1 {d))
of .... $ 20. 000 | 980|
8. Securities borrowings, at market value:. m.l [?z'o_]
from outsiders $ - f@
C. Pursuant to secured demand note
coltaterat agreements: .. . .. cesreaaaeas ’ 1420 l ‘ 1730,
1. from outsider: $ | 1000l .
2. -Includes equity subordination (15¢3-1 {d}}
of .... $ [1010]
0. Exchange memberships contributed for
use of company’, at market value. . . ... .. [1430] I 1740 l
E. Accounts and other borrowings not
“qualified fof net c‘api!al purposes .. ... .. 1220 | - 1440 : 1750
TOTAL LIABILITIES ........... s 798 1230/ § 30,500 [1450) $ 31,299 1760
Ownership Equity
Sole proprietorship . ....... .. iiiinrivrrrronernnonss verecesasreraeenns teeesnns et aas e b3 1770
Partnership {limited partners ., ... e A I 1020 l) 1780
Corporation: )
A Preferred 100K .. vut ittt iiiraansressacnsteosantsesvsanasesbioasasnsnarsssocarsssoaasonnoas 1791
B. Common stock3 1, Par value 8,000 shares .au.t;h.qrized. ...3,750. 8shares ... ...... 3750 | 1792
C. Additional paid-in capital .. .., .......0... issued and.outstanding......................... 119.491 | 193
D. RetaiNed @arNINGS oo v i et v seneiaanrennseasstoteraetossssaosnsteseeaessnnenosacsosoroscnnninns { 120 : 675 ) [ 1794
=0 3T T e 9 496 11795
P, LS5 CBDITAl STOCK 1M IBASLIIY . + v v v v v v o v s oo aa s oo aatasnsonsseasenseaseeaasnonnsanesnnsancansas M { 5-:- 175 ) }795
TOTAL OWNERSHIP EQUITY .. vvetteeeneteennnt ottt e st e sttt ettt ee e e aneeeannneeenns $ (2,679 )|1800
TOTAL LIABILITIES AND OWNERSHIP EQUITY L.ttt ittt it it e et aaaeennnes $ 28,619 1810
The accompanying notes are an integral part of these financial statements OMIT PENNIES




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
' PART HA

BROKER OR DEALER

Barwell Securities Corporation

For the period (MMDDYY) from ¥, 19 /01 /03 lsmltoil /30/04

393

Number of months included in this statement 192

STATEMENT OF INCOME (LOSS)

REVENUE

1. Commissions:

- a. Commissions on transaclions In exchange listed equity securilies executed on an exchange...........ccvvceannse s 11 ,'2 17 F&'
b. Comrnissions on lislod OPtiON HANSACHONS ... ..ccutenreeneereeneasacesossosscasasnenssssensasanancssasnses y 0 leos
. c. All other securities COMMISSIONS +...vvveruneneuesnnsernnenes Ceeeteererareen e et aas 9,352 [
d. Total securities commissions ..........cccevniaae., B T R LRI T TR RTTLPPTITREREE ) 20,569 |94
2. Gains or losses on firm securities trading accounts
a. From market making In oplions on a national securilies eXchange .......ccciveiicitrrennessocasancsvnnsasases 3:7
b. From all other trading ........ccoevuvevnes C et reseenssenaeneserassnsesaaenntaarsosacssannanansrrecataranae 354
- €. TOtal QAIN (1055) .o.vvrereneraueoaesncesacosnsasanscnsasonsrearaoasssrsasesssossannrennsanasonsenssnsssns 338
_ 3. Gains or losses on firm securilies INVESIMENt BCEOUNIS ... ... .iiiiiiertieerareecsseasncearosssarosesnsonvasasss 398
4. Profit (loss) from underwriting and selling groUPS .......coue vevenns P P y 395
5. Revanue from sale of invastment company shares ............c.... Mo eeteacaacaseaanasaaace sasiaascanssensarnen 9N
6. COMMOUItIES MBVENUB . ...'.ueeereeceueaenncnaossonnccastaseansesoscnsasonnsonsssssnnarasssnsneasssasasssans 108,207 {39
7. Fees for accounl supervislon, Investment advisory and edministrative services ......... ebeececenransacateneenoan 397!
8. Other revenue ........covcienvvnnnees ieretesseasierseaase Cesrasharesasenrasnsarntne rercesennnaniaaen . 70 |se9
9. Total revenue .........ccoecieeenn... .............................................. ....................... s$ 128,846 |40%
EXPENSES
10. Salaries and other employment costs for general partners and voling stockholder officers ..............cccoevvveen s 412
11. Other employee COMPEnsAtON BRG DEMOMLS .. ... ..crucceerrennereesonncenrnsranrcnsensasnsensrenneossnnsonse y — 39,514 et
= 12. Commisslons pald 1o other broker-dealers ..........ccceceveeesns ceerereeraes retseterereanseeareeeeas ceeeene _ 54,100 [414
13, interest expense ....... Ceveresreneenann Cererraraes veeees eerrreeraen e rreeeeseriirrenas Crrevscerareecnceanen 3,660 [son
a. Includes Interest on accounts subject to subordination agreements ................ L 3;‘.6.60 ‘ Fl?‘] -
_ 14. Regulatory fess and expenses ........ everereneens e eerrerarearra eeerebenreeeierenannes ireereeneaaes . 2,416 [a19:
15. Other €Xpenses ............. cenrrenerennes Cheresasssaeeennneeens e ssteeeeanrereraeararatarnnerreaeanins i 31,677 jat0
16. Total OXPENSOS ...cvervearnrenersanrennan Ceeereeneeeneas teemtrereann P 131,467 |4200
NET INCOME - -
17. Net Income_{lass)-before Federal Income taxes end items below (tem 9 less ltem 16 )...... et s ( 2,6287) (3211
18. Provision for Federal Income taxes (for parent only) ....ccoovneeennn e steeesseseeneeaanneatrea e raaaaaann M : 422
19. Equity In eamlﬁqs {losses) of unconsolidated subsidiaries not Included BBOVE ... .....c.oveveceenernacnatannaans 422!
8. AP FOdaral INCOMB TAXES OF .. v.vueeieennennnensesensonrnraneanconsoseneinnes [ 4238}
20. Extraordinary galns (lqsées) ........ PPN srrseeeass cvesaerens Cesenrnersseess Serasesanairaeentieassaerean FQ—{‘
8. After Federal income taxes of ............. Ceeresecersensntenassertrsesrnantnane [4239] _
- 21. Cumulative effect of changes 1n accounting prnCIPIBS ........coiiieiiinniiiiitiiiiiietieniiernneneacennaasnns 422¢
22, Net Income (loss) alter Federal income laxes and extraordinary HeMS ........cvvieieeeninirennneisniarireaenens $ ( 2,62% ) 42
< MONTHLY INCOME
23. Income (current month only) before provision for Federal income taxes and extraordinary Items.................... $ FéT

The accompanying notes ara an integral part of these financial statements




BARWELL SECURITIES CORPORATION
STATEMENT OF CASH FLOWS
YEAR ENDED NOVEMBER 30, 2003

1

CASH FLOWS FROM OPERATING ACTIVITIES

Net loss $ (2,621)
Adjustments to reconcile net loss to net cash
used by operating activities:
Depreciation 238
Increase in receivables from brokers 1,325
Decrease in accounts payable and accrued expenses (2,386)
Cash Used By Operating Activities (3,444)
CASH FLOWS FROM FINANCING ACTIVITIES
Purchase of treasury stock (153)
NET DECREASE IN CASH (3,597)
CASH BALANCE - BEGINNING OF YEAR 28,854
CASH BALANCE - END OF YEAR $ 25,257
SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:
Cash paid during the year for interest $ 3,660
Cash paid during the year for income taxes $ -

The accompanying notes are an integral part of these financial statements.




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA ‘

BROKER OR DEALER | asof __11/30/04
Barwell Securities Corporation

Exemplive Provision Under Rule 15¢3-3

25. I an examption from Rule 15¢3-3 is claimed, identily below the section upon
which such exemption is based (check ona only)

A, (k) (1)—$2,500 capital category s per Rul@ 15C3-1 .. ... iuinnrernrnioreeeoratenrveeneesssiootocoensnns ‘ l 456
B. (k) (2){(A)}—"Speclal Account for the Exclusive Benefit of
customers” maintained ........ peassenns et rrerenenenrs N eereeiacane st o easeseetobsanttans : I 456

C. (k} (2){B)—All customer transactions cleared through another

broker-dealer on a fully disclosed basis. Name of clearing

iem Y Mesirow Financial _ 4335 X 457/

D. (k) (3)—Exempted by order of the Commission ..... e ot eensaasteatothacanecasantaarotisenrenanarrenens 458!




FINANCIAL AND OPERATION COMBINED UNIFORNM oINGLE REFURT

PART HIA
BROKER OR DEALER Barwell Securities Corporation as of 11/30/04
COMPUTATION OF NET CAPITAL
1. Total ownership equity from Statement of Financial Conditian.......... b eecacsesesiaseasarraseraeronans S ( 2 »679 ) 348
2. Deduct ownership equity not allowable for Net Capital .. . ... Cetveencararnareenaaasrnns RO 4 }f 349
3. Total ownership equity Quatified 10r NELCaDItal e v vt vvverenuneesessoerssssscnsesssoesssestsaasssnnccns (2,679 ) |3s0
4. Add: ) .
A. Liabilities subordinated to claims of general creditors allowable in computation of net capital. .. ..coeveeenenns 30,500 {352
B. Other {deductions} or allowable credits (List}, ....c.0.vn... Ceererreaiaaas Ceeeerrenreanes e v 352!
5. Total capital and altowable subordinated fiabilities............ et et i $ 27,821 3531
6. Deductions and/or charges: : |v’
A. Total nonallowable assets (rom Statement of Financial Condition{Notes B and C} $ 477 3540
8. Secureddemandnoledcliciency'...;...'......... ......... 3590
C. Commodity {utures contracts and spot commodities. '
proprietary capital Charges. . v . .cceveaeerensccesroceorsacssesses ceene 3600
D. Other deductions and/or charges. ......... et eetreisaanntcenrarananoe 3610} | 477 e
7. Other additions and/or allowable credits [List) .. .....ovvuveieiiiaiaroarcsrasansassosanse O, 3631
B. Net capital belore hairculs on securities POSItions .. ...cveeeeneanes e tesasensesaessonneeennsnncannaana ys L1554 364l
9. Haircuts on securities {computed, where applicable,
. pursuant to 15¢3-1 {N)):
A, Contractual securities commitments ............. Ceerenrerees NI 3660
8. Subordinated securitios BOFFOWINGS. . o .vvvrsrevresrneenns e tterenennes 3670
C. Trading and investment securities: .
1. Exempted securities. . ....veureennnannan e eetieeeeiacenans =4 3735
2. Debt securities .. ... rearecniienanans e eeettreeasaaceeaeaanea, p -3733
3. Options . ......... beesetenerreacaaan Ceresiestaianns 3730
4. OtHEr SECUTIIS oo eueneeeranaeaeaneannennancnnn e, 3734
D. Undue Concentration .......co0uveceenne Cereaevennanse [P 3650
E. Other {Listh . ceuivneeneaenannneanarnsss e teseeetaceeanaaeaenas 3736| | 374
10, NETCADItAl . e ov e tnve e eanenaenaaneneeannes ettt eie e, e eerereetereeeeenraenean, s 27,344 [375(
- OMIT PENNI

¥

There are no differences in the computation‘ of net capital as of November 30,
2004 between the above computed net capital and--the unaudited filing of Part

ITA of the Focus report submitted by the Company.
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA

BROKER OR DEALER : : , asof __11/30/04
Barwell Securities Corpration :

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Part A
11, Minimum net capital required (6-2/3% 0f HNe 19) ... ... . .\oiet ettt e et $ 53  [3156
12. Minimum doliar net capital requirement of reporting broker or dealer and minimum net capital requirement —
of subsidiaries computed in accordance with Note fA) .. .. ... . i e $ 5,000 3758
13. Net capital requirement (Qreater 0f Hne 11 08 12) 4. e e o oenn ettt e e e e e e e teen e anaaaans $ - 5,000 3760
14. Excess net capital {line 101855 18] .. ..ottt i ittt it et it s et e e s e et raear e araaaaaanaae $ DY IR YYA 3770
15. Eucessnetcapitalal\OOO%(!ine10!ess}0%qlline19)................................. ................ pE] 27,_26A‘ 3780
COMPUTATION OF AGGREGATE INDEBTEDNESS
16. Total A.l. liabilities from Statement of Financial CONTItION. . ... .. ovve ettt riiere et ineaaeenaaneesn. $ 798 l_:’m
17. Add: '
A, Deattslorimmediate credit. . .. oot it et er iir et Ts : {3800]
B. Market value of securities borrowed for which no equivalent
value ispaid orcredited . .. ..., ... ...l w3 3810 -
©  C. Other unrecorded amounts{List). ........... e, e $ 3820(s 3830
19, Total 280regate iNAEBIEONESS . .« ..o ot s et veen s eessaevnneaneannnnneeaneeanscesneeseeamenaanaseennn $ /98 3840
20. Percentage of aggregate indebtedness to net capital {tine 195by line 10) . . ... ..., e % 3 3850
21. - Percentage of debt to debt-equity total computed in accordance with Rule 15¢3-1 {d} .- ... .. .. s % 38 [3se0

COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT
Part B

22. 2% of combined aggregate debit items as shown in Formula for Reserve Requirements pursuant 1o Rule
15¢3-3 prepared as of the date of the net capital computation including buth brokers or dealers

and consolidated subsidiaries’ debits............ e P $ 3870
23. Minimum dollar net capital requirement of reponing broker or dealer and minimum net capital
requirement of subsidiaries computed in accordance with Note (A) ..................................... ,',3 3880
24. Net capital requirement {greater of fine 220r23) ......... e PP $__ : 3760
25, Excess netcapital (1ine 101858 28] ... ..ottt ittt e e e s - 3910
26. Net capital in excess of : o
5% of combined aggregate debit 1tems or $120,000......... e e et SO kS I 3920

,

OMIT PENNIE

NOTES:
{A) The minimum net capital requirement should be computed by adding the minimum dollar net capital requirement
of the reporting broker dealer and, for each subsidiary to be consolidated, the greater of:
" 1. Minimum dollar net capital requirement, or
2. 6-2/3% of aggregate indebtedness or 2% of aggregate debits if alternative method is used. .
{8) Do not deduct the value of securities borrowed under subordination agreements or secured demand note
covered by subordination agreements not in satisfactory form and the marke 1i§a|ues of memberships in
exchanges contributed for use of company {contra to item 1740) and partners’ securi(i'es which were
inctuded in non-allowable assets.
{C} For reports filed pursuant 1o paragraph (d} of Rule 17a-5, respondent should provide a list oI material
* non-allowable assets.

See "Independent Auditor's Report"
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Ownership Equily and Subordinated Liabilities maturing or proposed to be
withdrawn wilhin the next six months and accruals, (as defined below),
which have not been deducted in the computation of Net Capital,

Type ol Proposed

ra

64 4641 1 4642 4643 4644

withdrawal or Amount lo be With- (MMDDYY) Expect
Accrual Insider or drawn (cash amount Withdrawal or to

See below for ’ Outsidar? and/or Net Capital Maturily Renew

code to enter Name of Lender or Coniributor {In or Out) Value of Securilies) Date (yes or no)
,', l 4600 l NONE 4601 4602 I 4603 I l 4604 |
!) I 4610 I 4611 4612 I 4613' I 4614l 4815
7. I 4620 l 4621 4622 ‘ 4623 I I 4624 l 4625
M 4630 4631 4632 [(4633] 4634

4650 4651 4652 4654 4655

4653

M 4660 4661 - 4662 4663 6

SAORCNE

4670 4671 4672 4673 4674

J
i ¢ 8
SRERARERH

4680 : 4681 4682 4683 ‘4684

Il E
Sl
EEEEEEERE

]
]
3

4690 4691 4692 4693 4694 4695

P
[-3
0
©w

TOTAL $ ¥

OMIT PENNIES

Instructions: Delail lisling must include the lotal of items maturing during the six month period lollowing the
report dale, regardiess of whether or not the capital contribution is expecled 10 be renewed. The
schedule must also- include proposed capital withdrawals scheduled within the six month
period following the report date including the proposed redemption of stock and payments of
liabilities secured by fixed assets (which are considered allowable assets in the capital computation
p:rsuanl to R:Ie 15¢3-1{c}{2)(iv}), which could be required by the lender on demand or in less

* thaa six months.

WITHDRAWAL CODE: DESCRIPTION

1 Equity Capital

2. Subordinated Liabilities
3. Accruals

4 15¢3-1(c)(2)(iv) Liabilities
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
- PART IIA

B ti
- ROKER OR DEALER Barwell Securities Corporation

For the period (MMDODYY) from __12/01/03 to_11/30/04

- STATEMENT OF CHANGES IN OWNERSHIP EQUITY
{SOLE PROPRIETORSHIP, PARTNERSHIP OR CORPORATION)

) 1. Balance, Deginning Of Periot. . . ..\t re it aeennasaeaennanunsennnsasesososaansassssosanensresssensnnns $ 95 [am
A NETINCOME (EOSS). o o vt v e ae st e eneeveennsaneosesenssssassosunsssonnnasseoransonssosneseneasenns { 2,021 )1 42¢
. B. Additions {Inciudes non-conforming capital of .. .. .....oooreveennnnnn. .Ys 4262 |) 42¢
C. Deductions {includes nonconformingcapital of ., . ...........c0vevunnnenn $ : 4272 | ( 153 ) ] a2s
2. Balance, end of periad (From item 1800) ... uuuvnenie e e enreeeseasonnesennasesoesseronivesasnnnnss $ ( 2,679 ) [az¢
‘ STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED

, TO CLAIMS OF GENERAL CREDITORS
3. Balance, beginning Of PeriOd .. .ottt iutiur ettt ianineonanssosonosenesasesnaassansnaaeansanossnsss : $ 30 3 500 430
A INCIBASES . vt eer e v einns ettt eereaian s U e e e e, 431
- T 0T £ T 432
4, Balance, end of period (From item 3520). . .. v v vusterueeennnennuerenenseennsennsesensseennoesnancases $ 30,500 [433
' ‘ OMIT PENNI!

The accompanying notes are an integfgl bpart of these financidl statements



BARWELL SECURITIES CORPORATION
NOTES TO FINANCIAL STATEMENTS

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

NATURE OF BUSINESS - The Company operates as a stockbroker handling trades on all major
exchanges for customers predominantly in central Jowa. The trades are handled through a
brokerage clearing house. Receivables represent commissions earned on trading transactions and
are due from brokers and dealers. Management considers these receivables to be fully collectible;
accordingly, no allowance for doubtful accounts is considered necessary.

PROPERTY AND EQUIPMENT - Property and equipment are stated at cost less an allowance
for accumulated depreciation. The cost of the property and equipment is depreciated over the
estimated useful lives of the related assets. The net book value (cost less accumulated depreciation
of $4,375) of property and equipment was $477. Depreciation expense for the year was $238.

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 certain reported amounts and disclosures. Accordingly, actual results
could differ from those estimates.

CONCENTRATIONS - The Company handles a majority of its trades through a single securities
broker and dealer and a single future commission merchant. The receivables from brokers arise
from these entities.

TRANSACTIONS RECORDING POLICY - Customers' securities and commodities transactions

are recorded on a trade date basis with related commission income and expenses recovered on a
trade date basis.

NOTE B - SUBORDINATED LOANS

Borrowings subordinated to the claims of general creditors totaling $30,500 have been contributed
under agreements requiring annual interest payments at 12%. Scheduled maturities of these
unsecured notes payable are as follows:

Year ending November 30,

2006 $ 2,500
2007 28,000
$ 30,500

These borrowings are outstanding notes payable to certain shareholders. Interest expense on these
related party notes totaled $3,660 during 2004.
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BARWELL SECURITIES CORPORATION
NOTES TO FINANCIAL STATEMENTS

NOTE C - INCOME TAXES

The Company has approximately $105,000 of unused net operating loss carryforwards at
November 30, 2004 that are available to apply against future taxable income. As it is unclear
whether the Company will generate sufficient taxable income to utilize the net operating loss
carryforwards, the Company has recognized a valuation allowance for the full amount of the
deferred tax asset generated by the loss carryforwards. The net operating loss carryforwards
begin to expire in 2005.

Deferred tax asset arising from net operating

loss carryforwards $ 21,543
Valuation allowance (21,543)
Net deferred tax asset $ -

NOTE D - COMMITMENTS

The Company leases its office under an operating lease requiring monthly rental payments of
$525. Office lease expense for the year ended November 30, 2004 totaled $6,583. The lease
expires in August 2005.

NOTE E - NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule
(rule 15¢3-1), which requires the maintenance of minimum net capital and requires that the ratio of
aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1. At November 30,
2004, the Company had net capital of $27,344, which was $22,344 in excess of its required net
capital of $5,000. The Company's aggregate indebtedness to net capital ratio was .03 to 1.
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To the Board of Directors
Barwell Securities Corporation

In planning and performing our audit of the financial statements and supplemental schedules of Barwell
Securities Corporation (the Company) for the year ended November 30, 2004, we considered its internal
control, including control activities for safeguarding securities, in order to determine our auditing
procedures for the purpose of expressing our opinion on the financial statements and not to provide
assurance on internal controls.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have made a
study of the practices and procedures followed by the Company including tests of such practices and
procedures that we considered relevant to the objectives stated in rule 17a-5(g) in making the periodic
computations of aggregate indebtedness (or aggregate debits) and net capital under rule 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
2. 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.

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,
errors or fraud may occur and not be detected. Also, projection of any evaluation of them to future
periods is subject to the risk that they may become inadequate because of changes in conditions or that the
effectiveness of their design and operation may deteriorate.

wwi.mhescpa.com

1601 West Lakes Parkway, Suite 300 ember of CPAmerica Intermational 106 E.‘Jefferson Strefft(; PO. B30; 312
West Des Moines, lowa 50266 - ; . ; Winterset, lowa 50273-031
515-288-3279 o Fax: 515-280-1490 and the American Institute of Certified Public Accountants 515-462-1882 o Fax: 515-462-1577
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Our consideration of internal control would not necessarily disclose all matters in internal control that
might be material weaknesses under standards established by the American Institute of Certified Public
Accountants. A material weakness is a condition in which the design or operation of the specific internal
control components does not reduce to a relatively low level the risk that error or fraud in amounts that
would be material in relation to the financial statements being audited may occur and not be detected
within a timely period by employees in the normal course of performing their assigned functions.
However, we noted no matters involving internal control, including control activities for safeguarding
securities that we consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with the
Securities Exchange Act of 1934 and related regulations, and that practices and procedures that do not
accomplish such objectives in all material respects indicate a material inadequacy for such purposes.
Based on this understanding and on our study, we believe that the Company’s practices and procedures
were adequate at November 30, 2004 to meet the SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors, management, the
SEC 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 users.

17 .L@W’Mﬂc'

West Des Moines, Iowa
December 17, 2004



