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OATH OR AFFIRMATION

I, Doug Larson, affirm that, to the best of my knowledge and belief, the accompanying financial
statements and supplementary schedules pertaining to the firm of ACS Securities Corp. as of
December 31, 2005, are true and correct. 1 further affirm that neither the company nor any
principal officer or director has any proprietary interest in any account classified solely as that of a
customer.

This report ** contains (check all that are applicable)
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Title
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Notary Pubhc

Facing page

Statement of Financial Condition
Statement of Income

Statement of Cash Flows
Statement of Changes in Stockholders’ Equlty

Statement of Changes in Liabilities Subordmated to Claims of Creditors
Computation of Net Capital i

Computation for Determination of Reserve Requirements Pursuant to Rulel5¢3-3
Information relating to the Possession or Control Requirements Under Rule 15¢3-3
A reconciliation, including appropriate explanation, of the Computation of Net
Capital under Rule 15¢3-3 and the Computation for Determination of the Reserve
Requirements Under Exhibit A of Rule 1503-3

A reconciliation between the audited and unaudited Statements of Financial
Condition with respect to methods of consohdatlon

An Oath or Affirmation

A copy of the SIPC Supplemental Report

A report descrlbmg and material madequac:les found to exist or found to have
existed since the date of the previous aud1t

Independent Auditor’s Report on Intemaill Control

**For conditions of confidential treatment of certain portions of this filing, see Section 240.17a-

5(e)(3).
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INDEPENDENT AUDITORS’ REPORT

Board of Directors
ACS Securities Corp. 1
Madison, Wisconsin |

We have audited the accompanying balance sheet of ACS Securities Corp. as of December 31, 2005,
and the related statements of income, stockholder equity, a‘md cash flows for the year then ended. 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. 1‘

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 rn‘lsstatement An audit includes examining, on a
test basis, evidence supporting the amounts and dlsclosures in the financial statements. An audit also
includes assessing the accounting principles used and 51gn1ﬁcant 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. 1
\

In our opinion, the financial statements referred to aﬁove present fairly, in all material respects, the
financial position of ACS Securities Corp. as of December 31, 2005, and the results of its operations and
cash flows for the year then ended in conformity with accountmg principles generally accepted in the United
States of America. ‘i

|

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The supplemental information provided, a$ identified in the table of contents, 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 of the [Securities and Exchange Commission. Such
information has been subjected to the auditing procedure“s 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. ‘
|
\
|
Suctle L Gestelod, 0P
SMITH & GESTELAND, LLP
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ACS SECURITIES‘ CORP.
(A Wholly-Owned Subsidiary of
ACS Financial Grouh, Inc.)
Madison, Wiscoriisin
BALANCE SHEET

December 31, 2005

ASSETS
Cash $ 37,401
Receivables
Other 8,539
Total assets $ 45,940
LIABILITIES
Payables, employee compensation $ 1,510
Accrued expenses 10,272
Total liabilities 11,782
STOCKHOLDER EQUITY
Common stock, $1.00 par value per share, 56,0100
shares authorized, 5,502 issued, 1,234 shares,
outstanding 5,502
Additional paid-in capital 100,500
Treasury stock, 4,268 shares at cost (42,070)
Retained earnings (deficit) (29,774)
Total stockholder equity 34,158
Total liabilities and stockholder equity $ 45,940

The accompanying notes are an integral part of the financial statements.
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ACS SECURITIES CORP.

(A Wholly-Owned Subsidiary of

ACS Financial Grof‘lp, Inc.)

Madison, Wisconsin
\
STATEMENT OF INCOME

For the Year Ended Decen‘1ber 31, 2005

Revenue, commissions

Operating expenses

Administration fees
Employee compensation
Management fees

License, registration, and insurance
Other expenses

Total operating expenses
Operating income

Other income (expense)

Bank charges ‘ \
Financial income, interest

Total other income (expense)

Income before income tax benefit

Income tax benefit

NET INCOME

s 73318

3,150
35,243
24,000

3,010

5,305

70,708
2,610

(11)
344

333

2,943
240

$ 3,183

The accompanying notes are an integral part of the financial statements.
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ACS SECURITIE§ CORP.
(A Wholly-Owned Subsidiary of
ACS Financial Gr0111p, Inc.)

Madison, Wiscox?sin

i
STATEMENT OF STOCKHbLDER EQUITY
For the Year Ended Decen‘?ber 31,2005
1

Additional
Common Paid-In ‘ Retained Treasury
Stock Capital ‘\ Earnings Stock Total

|
Balance (deficit), beginning $ 5,502 % 100,500 ‘$ (32,957) § (42,070) $ 30,975

\
Net income \ 3,183 3,183
Balance (deficit), ending $ 5,502 § 100,500 lSS ~(29,774) $ (42,070) § 34,158
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ACS SECURITIES CORP.

(A Wholly-Owned Subsidiary of
ACS Financial Grodp, Inc.)
Madison, Wiscorllsin

\
STATEMENT OF CASH FLOWS

For the Year Ended Decenl‘lber 31, 2005

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income | $ 3,183
Adjustments to reconcile net income to net cash
used in operating activities:
Changes in assets and liabilities:
Receivables (650)
Payables (826)
Accrued expenses (4,090)
Net cash used in operating activities (2,383)
Net decrease in cash | (2,383)
Cash - beginning 39,784
Cash - ending $ 37,401

\
The accompanying notes are an integral part of the financial statements.
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ACS SECURITIES CORP.
(A Wholly-Owned Subsndlary of
ACS Financial Group, Inc.)

Madison, Wisconsin
|

NOTES TO FINANCIAL éTATEMENTS

NOTE 1- INFORMATION ABOUT THE COMPANY AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

ACS Securities Corp. is a member of the National Association of Securities Dealers, Inc.
(NASD). The company offers and sells mutual funds and variable annuities primarily to
individuals in the Midwest region of the United ?tates of America.

The company currently operates under the provmons of Paragraph (k)(1) of Rule 15¢3-3 of
the Securities and Exchange Commission, and accordmgly, is exempt from the remaining
provisions of that rule. Essentially, the requirements of Paragraph (k)(1) provide that the
company limit transactions to the sale of mutual ‘funds and variable annuities.
A. RECEIVABLES \
l
Management considers receivables to be ful?y collectible; accordingly, no allowance for
doubtful accounts has been provided. If amounts become uncollectible, they are charged
to operations in the period in which that determmatlon is made.

\
B. ESTIMATES \

|
The preparation of financial statements in co{nformity with accounting principles
generally accepted in the United States of America requires management to make
estimates and assumptions that affect the rep\‘orted amounts of assets and liabilities and
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
results could differ from those estimates. ;
|
C. COMMISSION INCOME AND EXPENSE‘S
|
Customers’ securities transactions are recorded on a settlement date basis. Accordingly,
related commission income and expenses are reported on the same basis.
|




NOTE 2 -

NOTE 3 -

NOTE 4 -

|

ACS SECURITIES CORP.
(A Wholly-Owned Sub51d1ary of
ACS Financial Group, Inc.)

\
Madison, Wisconsin

|
NOTES TO FINANCIAL ‘STATEMENTS

|
|
NET CAPITAL REQUIREMENT [
\

The company is subject to the Net Capltal Rule of the Securities and Exchange Commission.
At December 31, 2005, the company’s net capltal required net capital, and aggregate
indebtedness were $30,349, $5,000, and $11,782, respectively.

The company is also a licensed broker/dealer in several states with varying minimum net

capital requirements, none of which exceed the minimum net capital requirement of the
Securities and Exchange Commission.

RELATED PARTY TRANSACTIONS

Pursuant to an agreement between the company and the stockholder, the company incurs
compensation expense payable to the stockholder for brokerage commissions earned by its
employees. Employee compensation expenses totalmg $35,243 were incurred by the company
during the year ended December 31, 2005. As of December 31, 2005, compensation totaling
$1,510 remained payable. ‘

\

The company has entered into an agreement with} an affiliate to pay administrative and
management fees for office space, telephones, office equipment, support personnel, and other
business expenses provided by the affiliate. Durmg the year ended December 31, 2005, the

company incurred administrative fees totaling $24 000. At December 31, 2005, $2 270 of
these fees remained payable. B

INCOME TAXES
Composition of income tax benefit for the year e[j1ded December 31, 2005, is as follows:

Income taxes currently payable

Federal $ 1,190
State (1,430)
Total $ 240

\
At December 31, 2005, the company has approxi?mately $32,000 and $35,300 in federal and
state net operating loss carryforwards, respectively, which expire in varying amounts between
the years 2013 and 2022. Management has not recogmzed deferred tax assets related to these
amounts as it considers it more likely than not that they will not be realized.
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SUPPLEMENTAL INFORMATION




ACS SECURITIE$ CORP.
(A Wholly-Owned Subsidiary of
ACS Financial Group, Inc.)

Madison, Wisconsin
\

|
COMPUTATION OF NET CAPITAL

As of December 31

Net capital

Stockholder equity

Total stockholder equity qualified for net capital
Deductions and/or charges:
Nonallowable assets:
Other receivables

Total deductions and/or charges

Net capital

Aggregated indebtedness
Payables, employee compensation
Expenses

Total aggregated indebtedness

Computation of basic net capital requirement

Minimum net capital required
Excess net capital at 1,500 percent
Excess net capital at 1,000 percent
Percentage: aggregated indebtedness to net capital

Reconcilation with company's computation of net capital

, 2005

reported in Part II of Form X-7a-5 as of December 31, 2005

Net capital reported in unaudited focus report

Audit adjustment - income taxes

Net capital per above

11

$

3,809

34,158

34,158

3,809

30,349

1,510

10,272

11,782

5,000
25,349

29,171

38.82%

29,636
713

30,349
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FINANCIAL AND OPERATIONAL COMBI*ED UNIFORM SINGLE REPORT
PART I1A
|

BROKER OR DEALER ACS SECURITIES CORP. ! asof _DEC. 31, 2005

EXEMPTIVE PROVISION UNDER RULE 15¢3-3

24. If an exemption from Rule 15¢3-1 is claimed, ldemlfy below the section upon which such Lxemphon is based (check one only)

A (K)(1) — SEROUEEHA SaNARAEX FeX KK Limited busﬁness (mutual fundst X 4550
i
B. (K)(2)(A) — “Specia! Account for the Exclusive Beneﬁt of customers” mamtame(? ‘or varlat?"{ € annu1 ....... ? s) 4560
C. (k) (2)(B) — All customer transactions cleared through another broker-dealer on a fully disclosed basis.
Name of clearing firmY, | [4335) 4570
D. (k}(3) — Exempted by order of the Commission (include copy of letter)................. ‘ . 4580

12
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Not The Same Old Bottom Line

certitied public accountanis and business consultants

INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL
|

To the Board of Directors
ACS Securities Corp.
Madison, Wisconsin

In planning and performing our audit of the ﬁnancia\l statements of ACS Securities Corp. for the
year ended December 31, 2005, we considered its interinal 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 assura“nce on internal control.

Also, as required by Rule 17a-5(g)(1) and (2) of the Securities and Exchange Commission (SEC),
we have made a study of the practices and procedures followed by ACS Securities Corp. including tests
of such practices and procedures that we considered relevant to the objectives stated in Rule 17a-5(g), (1)
and (2) for determining compliance with the exemptive prox)isions of Rule 15¢3-3. Because the company
does not carry securities accounts for customers or perform custodial functions relatmg to customer
securities, we did not review the practices and procedures followed by the company (1) in making the
quarterly securities examinations, counts, verifications, and comparisons; (2) in the recording of
differences required by Rule 17a-13; and (3) in complying with the requirements for prompt payment for
securities under Section § of Regulation T of the Board of G?vernors of the Federal Reserve System.

The management of the company is responsible for establishing and maintaining internal controls
and the practices and procedures referred to in the precedinig 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 f)rocedures 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 drspos‘mon and that fransactions are executed in
accordance with management’s authorization and recordedr properly to permit 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 the internal control or the practices and procedures referred to
above, errors or fraud may occur and not be detected. Also, pro_rectlon of any evaluation of them to future
periods is subject to the risk that they may become madequate because of changes in conditions or that the

effectiveness of their design and operation may deteriorate. |

AFFILIATE
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PROFESSIONAL ACCOUNTANTS
8383 Greenway Boulevard 100 Wilburn Road 1339 Pork Avenue
Svite 400 Suite 102 | Columbus, Wisconsin 53925
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p 606.836.7500 i p 608.837.4477 ‘ ' f 920.623.3030
f 4608.836.7505 f 608.825.4526 |
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Our consideration of the internal control would né)t necessarily disclose all matters of internal
control that might be material weaknesses under standards established by the American Institute of
Certified Public Accountants. A material weakness is a condmon in which the design or operation of the
spemﬁc internal control components does not reduce to a relatlvely low level the risk that errors or fraud
in amounts that would be material in relation to the ﬁnanmal 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 activities for safeguarding securities,
that we consider to be material weaknesses as defined abovg

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 regu‘latlons and that practices and procedures that
do not accomplish such objectives in all material respects indicate a material madequacy for such
purposes. Based on this understanding and on our study,\ we believe that the company’s practices and.

procedures were adequate at December 31, 2005, to meet the SEC’s objectives.

This report is intended solely for the information!and use of management, the Securities and
Exchange Commission, the National Association of Securities Dealers, Inc., and other regulatory agencies
which 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.

St L Gestolad 20
Madison, Wisconsin ¢ !
February 1, 2006 SMITH & GESTELAND, LLP
\
\
!
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