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PricewaterhouseCoopers LLP
Chartered Accountants

111 5th Avenue SW, Suite 3100
Calgary, Alberta

Canada T2P 513

Telephone +1 (403) 509 7500
Facsimile +1 (403) 781 1825

October 7, 2005

Independent Auditors’ Report

To the Board of Directors of
FirstEnergy Capital (USA) Corp.

We have audited the accompanying statement of financial condition of FirstEnergy Capital (USA) Corp. (“the
Company”) as of August 31, 2005 and the related statements of income and retained earnings, cash flows,
changes in shareholder’s equity, and changes in liabilities subordinated to claims of creditors for the year then
ended that you are filing pursuant to rule 17a-5(d) 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 United States 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 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 FirstEnergy Capital (USA) Corp. at August 31, 2005 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 information contained in Schedules 1 and 2 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(d) 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.

flales G 8

Chartered Accountants

PricewaterhouseCoopers refers to the Canadian firm of PricewaterhouseCoopers LLP and the other member firms of PricewaterhouseCoopers
International Limited, each of which is a separate and independent legal entity.




FirstE nergy Capital (USA) Corp.
Statement of Financial Condition

August 31, 2005
US Dollars
Assets
Cash $ 146,822
Investment in Canadian government T-bill, at market 904,000
Receivable from customers 2,844,543
Receivable from broker-dealers 2,809,213
Due from parent 161,997
$ 6866575
Liabilities
Payable to broker-dealers $ 2,844,543
Payable to customers 2,809,213
Subordinated loan from parent (Note 4) 432,000
6,085,756
Shareholder's Equity
Contributed surplus 408,066
Share capital (Note 5) 157,500
Retained eamnings 215,253
780,819
$ 6866575

The accompanying notes are an integral part of these financial statements.
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FirstE nergy Capital (USA) Corp.
Statement of Income and Retained Eamings
Year ended August 31, 2005

US Dollars
Revenues
Agency commissions $ 4,206,967
Interest and foreign exchange 59,381
4,266,348
Expenses
Management fees to parent (Note 3) 4,101,978
Interest on subordinated debt 29,575
4,131,553
Income 134,795
Retained eamings, beginning of year - 80,458
Retained eamings, end of year $ 215,253

The accompanying notes are an integral part of these financial statements.
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FirstE nergy Capital (USA) Corp.

Statement of Cash Flows
Year ended August 31, 2005
US Dollars

Operating Activities

Income for the year & cash from operating activities

Items not affecting cash:

Loss on disposal of investments
Financing Activities
Subordinated loan from parent
Advances to parent
Investing Activities
Purchase of Canadian government T-bill
Proceeds on sale of investments
Decrease in cash
Cash, beginning of year

Cash, end of year

$ 134,795

—_ 3123

137,918

24,000
(124,3%99)
(100,399)

(204,952)

67,477

(137.475)
(99,956)
246,778

$ 14682

The accompanying notes are an integral part of these financial statements.
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FirstE nergy Capital (USA) Corp.
Statement of Changes in Shareholder's E quity
Year ended August 31, 2005

US Dollars
Income for the year and increase in shareholder’s equity $ 134,795
Shareholder's equity, beginning of year 646,024
Shareholder's equity, end of year $ 780819

The accompanying notes are an integral part of these financial statements.
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FirstE nergy Capital (USA) Corp.
Statement of Changes in Liabilities
Subordinated to Claims of Creditors

Year ended August 31, 2005

US Dollars
Subordinated loans, beginning of year $ 408,000
Increases during the year
Subordinated loans 24,000
Subordinated loans, end of year $ 432,000

The accompanying notes are an integral part of these financial statements.
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FirstE nergy Capital (USA) Corp.
Notes to Financial Statements
Year ended August 31, 2005
US Dollars

1. Organization

FirstEnergy Capital (USA) Corp. (the “Company”) is a wholly-owned subsidiary of
FirstEnergy Capital Corp., a broker-dealer operating in Canada. The Company is registered
with the Securities and Exchange Commission as a broker-dealer in the United States,
pursuant to Section 15(b) of the Securities Exchange Act of 1934, The Company is
registered with the National Association of Securities Dealers, Inc. The Company’s principal
business is secunties brokerage and trading in Canadian equity securities with institutional
investors in the United States.

2. Significant Accounting Policies
Securities Transactions

Transactions executed as agents for customers are not reflected in the statement of financial
condition unless the transaction fails to settle on the contracted settlement date.
Commission income and related expenses for executing securities transactions are recorded
on a trade date basis.

Marketable securities are valued at market value.
Use of estimates

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



3. Related Party Transactions

Under an agreement dated February 23, 2004, which amends an agreement dated October
11, 1995, FirstEnergy Capital Corp. provides securities trading, clearing and settlemient and
other administrative services to the Company and charges for these on a monthly basis. For
these services, during the year ended August 31, 2005, the Company was charged a total of
$4,101,978. The subordinated loan of $432,000 is owed to FirstEnergy Capital Corp.

4. Subordinated Loan

The subordinated loan of $432,000 is unsecured and bears interest at $2,000 per month. It
may only be repaid with the approval of NASD Regulation, Inc., subject to the adequacy of
the net capital of the Company and in any case not before June 15, 2007.

5. Share Capital

The authorized share capital of the Company consists of an unlimited number of common
shares without par value.

The issued share capital of the Company consists of 178,125 fully paid Common shares.
6. Net Capital

At August 31, 2005, the Company had net capital of $1,017,122, pursuant to SEC Rule
15¢3-1. Its minimum capital requirement was $250,000, leaving excess net capital of
$767,122.

7. Financial Instruments with Off Balance Sheet Risk and Concentration of Credit
Risk

The Company’s transactions are collateralized and executed primarily on behalf of financial
institutions including banks, other brokers and dealers, commercial insurance companies,
pension plans and investment companies. If either a customer or a counterparty fails to
perform, the Company may be required to discharge the obligations of the non-performing
party and, in such circumstances, the Company may sustain a loss. The Company does not
anticipate nonperformance by customers and counterparties. The Company monitors
clearance and settlement of all customer transactions on a daily basis and has a policy of
reviewing, as considered necessary, the credit standing of each counterparty and customer
with which it conducts business.




FirstE nergy Capital (USA) Corp.
Supplementary Schedule 1
Computation of Net Capital Pursuant to SEC Rule 15¢3-1

August 31, 2005
US Dollars

Shareholder's equity $ 780,819
Subordinated loans 432,000
1212.819

Less:
Advance to parent company / (161,997)
Aged fail-to-deliver (33,535)
Haircut on foreign currency positions (165)
(195,697)
Net capital pursuant to Rule 15¢3-1 $ 1,017,122
Minimum net capital (250,000)
Excess net capital $ 767,122

There are no matenal differences between the Computation of Net Capital under Rule 15¢3-
1 in this Annual Report and the corresponding Part II filing of FirstEnergy Capital (USA)
Corp.



FirstE nergy Capital (USA) Corp.
. Supplementary Schedule 2
Exemption from SEC Rule 15¢3-3

August 31, 2005

FirstEnergy Capital (USA) Corp. operates pursuant to the (k)(2)(1) exemption to the Reserve
and Possession or Control Requirements of SEC Rule 15¢3-3.



