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95 Wall Street

(No. and Street)

New York NY 10005
(City) (State) (Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
William Lipkus (732) 855-5774
[ (Area Code ~ Telephone Number)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

Tait, Weller & Baker LLP

(Name — if individual, state last, first, middle name)

1818 Market Street, Suite 2400 Philadelphia 19103
(Address) (City) S?E\c) (Zip Code)
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CHECK ONE: L SRED
& Certified Public Accountant APE; 2 m ®
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OATH OR AFFIRMATION

I, William Lipkus , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
First Investors Corporation

, as
of December 31 . ,20_05 | are true and correct. I 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 a customer, except as follows:

////&%

Signature

Chief Financial Officer

Title
Notary Public ROBERT P. RANKiN
NOTARY PUBLIC .

This report ** contains (check all applicable boxes): STATE OF NE-VJ\!':LF s 2 2010

B (a) Facing Page. MY COMIMISSION EXZi e

& (b) Statement of Financial Condition.

& (c) Statement of Income (Loss).

[x} (d) Statement of Changes in Financial Condition.

&l (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

[0 (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

& (g) Computation of Net Capital.

&l (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

[l (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

[& (j) 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.

O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

& (1) An Oath or Affirmation.

3 (m) A copy of the SIPC Supplemental Report.

O (n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**Eor conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e}(3).



TAarr WELLER & BAKER 1LLP
Certified Public Accountants

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Board of Directors and Stockholder
First Investors Corporation
New York, New York

We have audited the accompanying statement of financial condition of First Investors Corporation as of
December 31, 2005, and the related statements 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 First Investors Corporation at December 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 made for the purpose of forming an opinion on the basic financial statements taken as a
whole. The information contained in Pages 5, 6, 8, 9, 10, 11, 12 and 13 is presented for purposes of
additional analysis and is not a required part of the basic financial statements, but is supplementary
information required by Rule 17a-5 under the Securities Exchange Act of 1934.  Such information has
been subjected to the auditing procedures applied in the audit of the basic financial statements and, in our
opinion, is fairly stated, in all material respects, in relation to the basic financial statements taken as a

Tad Wb\ Atus cof

Philadelphia, Pennsylvania
February 10, 2006
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HNANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART Il

BROKER OR DEALER First Investors Corportion
1

N2ILH [

STATEMENT OF FINANCIAL CONDITION

as of (MM/DDAYY) 12/31/05 %9

SECFILENO. 8-13891 98
Consolidated | ~ | {198
Unconsolidated { J 199

ASSETS
Allowable Non-Allowable Total
1. Cash oo : 38 10,015,644 [700] $ 10,015,644 [750
2. Cash segregated in compf ance wnh federal
and other regulations ................ eereevimreem 1,010,798 [210] 1,010,798 [760]
3. Receivable from brokers af dea!ers and
clearing organizations:
A. Failed 10 defiver:
1. Includable in “Formula for Reserve
Requirements™ ._............ccooooeveevvmeece oo f_2.20_}
2. OMEN oo 147,082 [230] 147,082 770
B. Securities borrowed:
1. Includable in“Formula for Reserve
[240 ]
250 [780]
C. Omnibus accounts:
1. Includable in“Formula for Reserve
Requirements” 260
I 11 SO 1 270 [790 ]
D. Clearing organizations:
1. Includable in*Formula for Reserve
Requirements”™ ................cocooooiiviiniieianne 280
2 OMBT e 290 800
[ 1% S 300 | $ [550 ]+ 810
4. Receivables from customers:
A. Securities accounts:
1. Cash and fully secured accounts ................ 381,609 310
2. Paitly secured acCOUNtS ........oooooovooovoeeee. [320 ] [560 |
3. Unsecured acCounts .............o..coorvremeeceeenaes 570
B. COmMMOdity aCCOUNIS . .......ocooeeeroes e 330 | 580 : ‘
C. Allowance for doubtful accounts .................. 3 { NE N ) | 590 381,609 [820]
5. Receivables from non-customers:
A Cash and fully secured accounls .................... 1,669,773 340
B. Partly secured and unsecured accounts ............ 350 [600 ] 1,669,773 [830]
6. Securities purchased under agreements
O IESEN e, rﬁgﬁ_] % Fﬁbﬁj Fm
7. Securities and spot commodities owned,
at markel value:
A. Bankers acceptances, cetificates of
depasit and commercial paper .................... @
B. U.S. and Candaian government
obligations ... ] 380 ]
C. Slate and mumcnpal government
obligations ... e e | 390 ]
D. Corparate obhgattons 5 {400 ]
OMIT PENNIES
See Notes to Financial Statements Page | 07-02



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

Page 2

PART I
BROKER OR DEALER First Investors Corporation asof __12/31/05
STATEMENT OF FINANCIAL CONDITION
ASSETS
Allowable Non-Allowable Total
E. Stocks and Warmans ..o @ $ 410 |
F. Options ... ) 420
G. AR .....o.eeeveee e e 422
H. Othersecurities ... 15,159,843 424
1. Sport COMMOMITES —.oooooooooooeoeoeoeoeoeoeo 430 s 15,159,843 [8s0 |
- 8. Securities owned not readlly mafkelable
A AtCost..%$ [130] 0] s 610 [860 |
9. Other investments not readily marketable:
A. AtCost ... $ 140
8. Al estimated fair value .. ettt et nae e 450 620 870
10. Securities borrowed under subordmanon
agreements and partners’ individual and
capital securities accounts, at market value
A. Exempted
securities . $ r1—5-0_ |
B. Other .. $ [160] %o [460] [630] [880 ]
11. Secured demand notes-
markel value of collateral:
A. Exempted
securities .. $ 170
B. Other ...$ 180 470 [640] [890 |
12. Memberships in exchanges:
A_ Owned, at markel
value ... $ W
B. Ownedatcost ... [ﬁﬂ
C. Contributed for use of company,
at market value .. T2 I 660 | 900
13. Investment! in and recewables Irom affiliates,
subsidiaries and associated partnerships {430 ] 51,524 670 51,524  [ot0]
14. Property, furniture, equipment, leasehold
improvements and rights under lease
agreements:
At cost (net of accumulated depreciation
and aMOMZAtON)........orooereoeoeoeeen [a%0] 157,313  [eso] 157,313 [s20]
15. Other Assets: -
A. Dividends and interest receivable ............. 500 690
B. Free shipments ... 510 700
C. Loans and advances ......................ce..... 520 581,658 710
D. MisCellaneous ..ot 530 7,186,304 | 720 7,767,962 [930 ]
16. TOTAL ASSETS oo s 28,384,749 54078 7,976,799 [740] s 36,361,548 [940 |
OMIT PENNIES
See Notes to Financial Statements 07-02



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART I
BROKER OR DEALER First Investors Corporation asof __12/31/05
STATEMENT QF FINANCIAL CONDITION
LIABILITIES AND OWNERSHIP EQUITY (continued)
Al Non-Al
Liabilities* - Liabilities* Total
Liabilities
17. Bank loans payable:
A. Includable in “Formula for Reserve
ReqQUIreMEntS™ ..o e $ 1030] $ 1240 )% 1460
B. OWher. i 1040) 12501 % 1470
18. Securities sold under repurchase agrement.... 1260 1480
19. Payable to brokers or dealers and
clearing organizations:
A. Failed 1o receive:
1. inctudable in “Formula for Reserve
REQUIrEMENtS ™ ... oot 1050 1270 723,798 |1490
2. OMIBT e 1060 1280 8,153,825 |1500
B. Securities loaned:
1. Includable in “Formula for Reserve
Requirements™ ... 1070 % 1510
b0 O 1 1080 [1290] 1520
C. Omnibus accounts:
1. Includable in “Formula for Reserve
Requirements”™ ..o 1090 1530
2. Other : 1005] v, _[1300] 1540
0. Clearing organizations:
1. Includable in “Formula for Reserve
Requirements”™ ..o e 1100 1550
2. OMEI e 1105 1310 1560
E. OMNBI e et 1110 1320 1,154 11570
20. Payabie 1o customers: ]
A. Securities accounls-including free credits
of 18475 [950] 1120 i 41,371 [1580
B. Commodities aCCOUNS ..o 7 1130 l133(ﬂ 1590
21. Payable fo non cuslomers:
A, Securilies aCCOUNS ..o 1140 1340 1600
B. Commodities aCCOUMS _.............oocormeceerieenes 1150 1350 1610
22. Securilies sold not yet purchased at-market
value-including arbitrage
of $ 960 [1360} [1620]
23. Accounts payable and accrued fliabilities
and expenses:
A. Drafts payable ... 1160 1630
B. Accounts payable ............coooiiiimones 1170 320,308 | 1640
€. Income taxes payable ... 1180 %3 1650
D. Deferred income taxes ._...... %o |L370J (O | 1660
E. Acrued expenses and other liabilities .................. 1190 10,263,791 ]1670
Fo OUEE oo oo AN 1200 (1380] 3,358,839 | 1680
OMIT PENNIES
*Brokers or Dealers elecling the alternative net capital requirement method need not complete these columns.
Page 3 07-02

See Notes to Financial Statements



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART Ii

BROKER OR DEALER First Investors Corporation » asof 12/31/05

STATEMENT OF FINANCIAL CONDITION

LIABILITIES AND OWNERSHIP EQUITY (continued)

Al Non-Al.
Liabilities* Liabilifies * Tolal
Liabilities :
24. Notes and mortgages payable:
AL URSECUTEd ... e e $ 1210 $ 1690
B. Secured........ R 1211] $ [ 1390} 1700
25. Liabilities subardmated lo clalms i
of general creditors: ‘ ‘
A. Cash borrowings: ................ ]1400| 1710
1. fromoutsiders %4$ 970
2. lncludes equity subordination (15¢3-1(d
of .. 3
B. Secum:es borowmgs at market value .. ] 1410] [ 1720]
from outsiders $ 990
C. Pursuantlo secured demand note
collateral agreements ... | 1420[ %7 1730
1. fromoutsiders $ ]1000 l
2. Includes equity suberdination (15¢3- 1(d)
of ... 3 1010
B. Exchange memberships contributed for
use of company, at market value...................... % l 1430] 1740
E. Accounts and other borrowings not
qualified for net capilal purposes ............ccoceeeeee 1220 1440 1750
26. TOTAL LIABHITIES ... $ 1230] $ 1450|8 _ 22,863,086 | 1760
Owners hip Equity
27. Sole Proprietorship ... e eeeeeeietaemeeaseiseesetasiessoeReesiseeseseaieemessseeanersSieanm et aesseeeeee s 11s etz eea e ebesscen e e s ebees s eeseseeseeneseerane e rarariees | D 1770
28. Partnership-fimited parmers 3 | 1020] JE OO SO 1780
29. Corporation:
A. Preferred stock .. 1791
" B. Cammonslock .. -~ %8 1,000 {1792
C. Additional pacd-m capx\al . 31.965.826 {173
D. Retained eamings ............. . (18,468,364) |1794
E. Total .. eeeeetataeemeiesersseseeeeeiemaseesisesesesessieastiesseseesietsessesssssetstssstsiesasesaiassesesssasesesssassesess s arssiimessisesetsninareteaetesesssansessnesanes 1795
F. Less cap»tal stock in lreasury e eeaeeMeeesameitsetitedeseiesseseseteseseissesiisssisesssmsstststasintamsresiesisoiesetisessanseonie s easset e esanteie e et emaneteasesen ) 1796
30. TOTAL OWNERSHIP EQUITY ..ottt eee et are s as e ess e e s st ses sarm st s ses e e oo esb s ss s ss st st 3 13,498,462 1800
31. TOTAL LIABILITIES AND OWNERSHIP EQUITY ..o oo oo 36,361,548 [1810]

. . OMIT PENNIES
*Brokers or Dealers electing the alternative net capital requirement method need not complete these golumns.

See Notes to Financial Statements Page 4 07-02



FINANGIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART I

BROKER OR DEALER First Investors Corporation

asof 12/31/05

COMPUTATION OF NET CAPITAL

Total ownership equity qualified for Net Capital ................
Add:

bl

Total ownership equity from Stalement of Financial Conditon - em 1800 ..o e cer e
Deduct Ownership equity not allowable for Net Capital ... oo s e eae et e s enensen s

A. Liabilities subordinated to claims of general creditors allowable in computation of net capital ...............c..coomveeeceiieeee e
B. Other (deductions) or allowable CTBAIS {LIST) ..o ettt e tnomereom s es e o et et amrmee e s ee s et eem et eean
5. Total capital and allowable subordinated HaDIHES ................c.oo oo et es e eee e srernaearan

6. Deduclions and/or charges:
A. Total nonallowable assets from
Statement of Financial Condition (Notes Band C) ......c....o.oooeiieice e $

7,976,799 _ [3540

1. Additional charges for customers’ and
RON-CUSIOMETS’ SECUILY ACCOUNS ..ot et B

[3550]

2. Additional charges for customers’ and
non-cuslomers’ commodity BCCOUMDS ..o e e eem e ee e e een

3560

B. Aged fail-to-deliver ..

3570

1. Number of tems . ;9”" 13450} i
C. Aged short security dtfferences'less
reserve of .. SOOI UUOI ORIV 3460| %

[3580]

number of ilems ..................................................... 3470

[3590]

D. Secured demand note deficiéncy ...
E. Commodity futures contracls and spol commodmes

3600

- proproetary capital charges....................
F. Other deductions and/or charges

220,000 3610

G. Deduclions for accounts carmied under Rule 15c3 1(a)(6) (a (7) and (c)(Z)(x)

3615

H. Tolal deductions and/or charges .. [
Qther additions and/or allowable credns (!.lsl)
Net capital before haircuts on securities positions ...
Haircuts on securities: (computed, where apphcable pursuant to 1503 1)

A. Contractual securities COMMIHMENS ...t et e e B

© ®~

3660

B. Subordinated securities borrowings __............... e e e em s e et ensan e n e een

3670

C. Trading and investment securities:

3680

Bankers® acceptances, certificates of deposit and commercial paper ...y,
U.S. and Canadian government obligations .......................c......... .

3690

State and municipal government obligations ................. ..

3700

COTPOTALE ODBGANIONS ..ot r e e ea e s s e eemssnbenrene

3710

Stocks and warmants ...

3720

Options ...ccocoveee.

3730

3732

Arbitrage .... -u

BN BN -

303,197 3734

Other securmes e et eeatus sttt Ema e s e e et £ dseA et 1t et ean et ecees st nsean e ermee §
D. Undue Concentrahon

3650

E. Other (List)

3736

s 5. 301,663 [3640

$ 13,498,462 |34%0

L
13,498,462 |350

3520
K% 3525

$ 13,498,462 |39

( (8,196,799 3620

{ (303,197 )[3740]

TOUNBLCAPHAL ..ot as e s s am s e 2ms e e e os s e e ot £t 58 et et et 5o sen e re e e et s seneree s

See Notes to Financial Statements Page 5

$ 4,998,466 [3750]

OMIT PENNIES

07-02



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

BROKER OR DEALER First Investors Corporation asof _ 12/31/05
COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Pat A
11. Minimum net capital required (6%,% of fine 19) ... . $ N/A [3756]
12. Minimum doYlar net capital requirement of repomng bmker or dealer and rmmmum net cap\!al requuemem
of subsidiaries computed in accordance with Note (A) .. e et e s s e soaes e em e s e eme e see e ceneee e et aet st e araneearerens | D 3758
13. Net capital requirermnent (Greater 0F NE 17 0F 12) ..o ettt et ens s e s remes et s ants et cemsts e sss e erassrecnss | B 3760
14. Excess nel capital (fine 10 less 13} ... . 3 3770
15. Excess nel capital at 1000% (fine 10 less 10% ofline. 19) ettt s ats e ese SR S e e £2s as b beren et e oo eert e s 5D N/A 3780
COMPUTATION OF AGGREGATE INDEBTEDNESS
16. Total ALl fiabilities from Statement of FIRANCIAT CORGIION . ......cocovr ittt e st ena et s nssn st esmaerenns | D [3790]
17. Add:
A. Drafts for immediate ¢redit .............. SOOI 71, [3800]
B. Market value of securities bonowed for whlch no equnvﬂem value
ts paid or credited ... eerteseteeoeranert st ees erss b s e e ne e e san e s eesersm s sntet aneerm s D 3810
C. Other unrecorded amounts (L:sl) — ereeaeeres % 3820] $ 3830
18. Deduct: Adjustment based on deposits i m Speclal Reserve Bank Accounts (15c3 I(c)( 1)(vn)) SOOI URT 3838
_19. Total aggregate indebtedness:.. et ar et e et et e n st b ee s e e seranananan $ 3840
20. Percenlage of aggregate mdebledness lo nel caplial (Ime 19 by lne 10) % 3850
21. Percentage of aggregale indebledness to net capnal afferanhclpaled capital wrthdrawals
(line 19 = by line 10 fess Item 4880 page 25) ... . % N/A [3853]
COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT
Part B
22. 2% of combined aggregate debt items as shpwn in Formula fof Reserve Requirements pursuant to Rule 15¢3-3
prepared as of date of the net capital camputation including both brokers or dealers and consolidated subsidiaries’ debits ... 5$ 420 [3870]
23. Minimum dollar net capital requirement of reporting braker or dealer and minimum net capital requirement of
subsidiaries computed in accordance With NOE (A) ...t e e st crvbecenne O 250,000 3880
24. Net capital requirement {greater of Bne 22 0T 23) ... . 3 250,000 3760
25. Excess net capital (line 10 less 24) ... ... 3 4,748,466 3910
26. Percentage of Net Capital to Aggreqale Deblts (lme 10 -+ by lmeﬂ page 8) VPO RS L,802 3851
27. Percentage of Net Capital, affer anticipated capital withdrawals, to Aggregale Debns
(tine 10 less item 4880 page 11 + by line 17 page 8) ... . - % 23,802  [3854]
28. Ne! capital in excess of the greater of:
A. 5% of combines aggregate debit items or $120,000 ..........oroooooovoooocoeeeee e e 34, 878,466 [3920]
OTHER RATIOS
Part C
29. Peicentage of debt lo debt-equity lotal computed in accordance with Rule 15¢3-1(d) ... SRS 1 N/A 3860
30. Options deductions/Net Capital ratio (1000% lest) total deductions exclusive of hqundalmg equnry under
Rule 15¢3-1(a)(6), (a)(7) and (c){2){x) + Net Capital .. SOV N/A 3852
NOTES:

{A) The minimum net capilal requirement should be computed by adding the minimum dolar nel capital requirement of the reporting broker dealer and, for each

subsidiary to be consclidaled, the greater of:
1. Minimum doltar net capital requirement , ar
2. &/,% of aggregale indebtedness or 2% of aggregate debils if aiternative method is used.

(B) Do ngt deducl the value of securities borrowed under subordination agrements or secured demand notes covered by subordination agrements not in satisfactory form
and the market values of memberships in exchanges contributed for use of company (contra to item 1740) and partners® securilies which were included in non-aliowable

(C) For reponts filed pursuant to paragraph (d) of Rule 17a-5, respondent should provide a list of malerial non-allowable assels.

assets.

See Notes to Financial Statements Page 6

07-02



PART Il - FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

BROKER OR DEALER For the period (MMDDYY) from3s 1/01/0513932[to 12/31705

3933

First Investors Corporation - Number of months included in this statement

3931

STATEMENT OF INCOME (LOSS)
REVENUE
1. Commissions:
a. Commissions on transactions in fisted equily secusities executed on an exchange ... SSRGS OO UUTUOUI SOOI
b. Commissions on transactions in exchange listed equity securities executed over-lhe counter ettt ettt et et e e e
¢. Commissions on listed option ranSaCtoNS ..o e
d. All other securities commissions ...
e. Total securities commissions .. eteeerissas e e e s AR Ra s e AR S e e arn s sbe e anme et s ren £ e eeernse s enseeseranssses e eenssersennnesrs 40
2. Gains or losses on firm securities iradmg accounts
a. From market making in over-the-counter equity securities .. ' ettt b re et o ta e e apenar s

51,289

3935

108,746

3937

3938

44,384

3939

204,419

3940

3941

1. Includes gains or (losses) OTC market making in exchange listed eq urty securities ... [ 3943]
b. From trading in debt securities .. . e ea e oo et
¢. From market making in ophons ona nammal securmes exchange

d. From all other trading ..
e. Total gains or (Iosses)
Gaj
a

ains of losses on firm securities investment accounts
Includes 1ealized GainSs (I0SSBS) ..o iere ettt e et 4235

b. Includes unrealized gains (losses) et eatea et ee s fee e e an e e et s e e s res e e enra £ raseees b e niins
c. Total realized and unrealized gains (loses) ettt oo e e e et e e s e e e bt een e et e st rmat e et e erereaararnennenreis e ]
4. Profits or (fosses) from underwriting and seffing groups et eeEe i nate e At th e et e At £E et et e et Ss e et 2n e bt et e e ene

3944

3945

3949

3950

3952

3955

a. includes underwriting income from corporate equity Secufities ...............cooeiiiieninen. I 4237 j
Margininterest ...t et serenr e
Revenue from sale of investment company shares .. . . e e
Fees for account supervision, investment advisary and admmlstratwe SBIVIEBS ....ooomoeieieier oo eccea st e s s e ran e e e nes
Revenue from 1eSearchh SBIVICES .......ocoovviveierres oo e e
9. Commaodities revenue .. OSSOSO SUURU YRR NUUUUUURRIUTOOR
10. Other revenue related lo securmes busmess ........
TH. OURBI TBVBIUG ... oo oot eec oottt ces e semeas et oo s ot 2 eeb e s s 5282 mae 4ok 2 e 10 2o 2 4 2e s 4o 25 ens 2 nn st ra s s ere
12, TOLAETBVRIUE ... ... oot ettt ce ot es s st ee e se e eeeees e s2 o2 a s er b o e £aae oSt ees et a2 2be s es et et eenens s eraene e nrnrrs D

SN,

EXPENSES
13. Registered representalive’s COMPENSAtON ... ettt et ettt sren e e D
14. Clerical and administrative employees’ expenses
15. Salaries and olher employment costs for general partners, and voting stockholder offiCers ..........o..coovooioiiieciice e
a. Includes interest credited to General and Limited Pariners capital accounts ..................... ]4130]
16. Floor brokerage paid to certain brokers (see definition} ...
17. Commissions and clearance paid to all other brokers (see defimition) . ... ... e, "o
18. Clearance paid 10 NOR-brokers (S€€ defiNIlION) ......o...ocoii i e oo ettt et st erb e
19. Communications .. .
20. Occupancy and equnpment costs
2T, PIOMOTONAN COSIS ... oo ettt e et semees oeass e esces b stm o e 2o ees e s et oo et e oo et 42 s e e e et s reen
22, [THETESE @XPEISE .......eioc oo ceeeueeee et re e s eemars e e pe st cracas ee 520 oot e e 2ee eSS e en oo e e eet et ettt nearresesen e
2. Includes interest on accounts subject to subordination agreements ...
23. Losses in error account and bad debis .. .
24. Data processing costs (including service bureau service charges)
25, NON-TECUMMING CRAIGES ...\ . ooeoeeee e es ettt s et a s e ne et et semcnmcon s
26. ReqUILOny 1865 ANO BXPBNSES . ... ..o oo eoeeee e eeees et eee e eeeema a1t eemta et 2 saess R e ae e st et mensen et et s ean e s enans
27, BT @XPBNSES ..o .o eie e eeer oot e et eeeems 2u e e ees et s s s et m e o ees ee et R ea e nea e an S eme et ee e e s e <At amtr b eaes T res fem a1 ees s ean et
28. TOMAI BXPRIISES ...t oo et e ee e e eeeee et oo ee e e os e ees s eee e eeee e oo et e s et en e et e ees bt re e reae e ere e reren e D

NET INCOME

29. Income (loss) before Federal income taxes and ilems below (fem 12 1ess Uem 28) ... et e

30. Provision for Federal income taxes (for parent only) ... - .

31. Equity in earnings (losses) of unconsolidated SUDSldIaHES nol lncluded ahove
3. After FederalinCome LaXES OF . . .o e | 4238]

32. Extraordinary gains (losses) ...
a. After Federal income taxes ol ] 4239}

33. Cumulative effect of changes in accounlmg pnnmples e ettt ea e Rt tee et s s e £ et e £ st et semea s ene s eneeaen et eren

34. Net income (loss) afler Federal income laxes and extraordinary nems SO UV TUTUUR IR

&c

MONTHLY INCOME
35. Income (current month only) before provision for Federal income taxes and extraordinary flems ... $

See Notes to Financial Statements Page 7

3860

48,141,703

3970

3975

3980

3990

18,988

3985

367,602

3995

48,732,712

4030

35,176,640

4110

7,806,449

4040

4120

4055

4145

4135

1,905,675

4060

4,605,077

4080

4,070,125

4150

2,074

4075

112,807

4170

734,755

4186

4190

273,122

4195

(5,140,004)

4100

49,546,720

4200

(814,008)

4210

(161,000)

4220

4222

4224

4225

(653,008)

4230

N/A

421
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART i

BROKER OR DEALER First Investors Corporation asof 12/31/05
COMPUTATION FOR DETERMINATION OF RESERVE REQUIRTEMENTS
FOR BROKER-DEALERS UNDER RULE 15¢3-3
{See Rule 15¢3-3, Exhibit A and Related Notes)

CREDIT BALANCES
1. Free credit balances and other credit balancesin customers' security

accounts (see Nole A, Exhibt A, Rule 15¢3-3) ... SR A% Sy 1/ ¢ Wy (o1 m
2. Monies borrowed coflateralized by securities carried iorthe accounts of

customers (see Note B) .. 4350
3. Monies payable against customers* securities loaned (see Note C) ............................................. 4360
4. Customers’ securities failed to receive (see Note D) .......oooooverveeeeen. 41,371 4370
5. Credit balances in firn accounts which are aﬂnbu\abte 1o pnm:lpal sales o customers ............... 4330
6. Market value of stock dividends, stock splns and similar distributions receivable oulstandmg

over 30 calendar days ... 4390
7. **Market value of short secunty count dItferences over 30 calendar days old s 4400

8. **Market value of short securities and credits (not to be offset by logs or by
debits} in all suspense accounts over 30 calendar days .. .
9. Market value of securities which are in transfer in excess of 40 calendar days and have not been

; 5,920 ]4410}

e

confumed 1o be in transter by the transfer agnet of the issuer during the 40 days ... 4420
10, ORET (LISE) ot e eae e e c et en s et s ettt st es s 4425
DEBIT BALANCES
12. **Debit batances in customers’ cash and margin accounts excluding unsecured accounts and

accounts doubtful of collection net of deductions pursuant to Note E, Exhibit A, Rule 15¢3-3 ....... $ 21,000 4440
13. Securilies borrowed to effectuate short sales by customers and securities borrowed to make

defivery on customers’ securities failed to deliver ... 4450
14. Failed to deliver of cuslomers’ securities not older than 30 calendar days .................................... 4460
15. Margin required and on depasit with Options Clearing Corporation for all option contracts

written or purchased in customer accounts (seeNote F) ... oo 4465
16. Other (List). .. et e e e e s e e e et 48 4469
17. **Aggregate debﬂ items .. .8 21,000 4470
18. **Less 3% (for alternative method only—see Rule 15c3-1(t)(5)(l) | 630 )| 44m
19, HATOTAL 1433 BEBITS ..o oo eeeeeeeee e eerees e e e serees e aes s ree e et seeemseesssoesresrsesreamseerssessostrereerens D 20,370 a4
RESERVE COMPUTATION
20. Excess of total debits over total credits (line 19 18SS BNe 11} o e et o 4480
21. Excess of total credits over total debits (fine 11 less line 19) ... 750,719 4490
22. If computation permitted on a monthly basis, enter 105% of excess of total credits over total debits ..o 4500
23. Amount held on deposit in “Reserve Bank Account(s),” including value of gualified securities, at end of reporting period ................ 1,010,798 4510

24. Amount of deposit (of withdrawal) including

$ {4515 l value of qualified securities ...
25_ New amount in Reserve Bank Account(s) after adding deposit or subtractlng wnhdrawal mcludmg
3 [4525 l vaiue 0f QUAKfIEd SECUMLIBS ..ottt

26. Date of depoSIt (MMDDYY) L o ettt ee e et et e e e e e et eba e et aneneen

FREQUENCY OF COMPUTATION

27. Dailyke [4332] Weekly XX [4333] Monthiy {4331]

** [n the event the Net Capital Requirement is computed under the alternative method, this "Reserve Formula™ shall be prepared in
accordance with the requirements of paragraph (f) of Rule 15¢3-1. ’

See Notes to Financial Statements Page 8

(55,000) [4520]

$

955,798 4530

4540
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART Il

BROKER OR DEALER First Investors Corporation asof 12/31/05

COMPUTATION FOR DETERMINATION OF RESERVE REQUIRTEMENTS
FOR BROKER-DEALERS UNDER RULE 15¢3-3 (continued)

EXEMPTIVE PROVISIONS
28. If an exemption from Rule 15c3-3 is claimed, identify below the section upon which such exemption is based {check anly one)

A. (K)(1) — $2,500 capital category as per Rule 15¢3-1 . e eeeeee e e s renerenres e e ree 82 N/A 4550
B. (K)(2)(A} — "Special Account for the Exclusive Benefit ot cuslomers mamlamed N/A 4560
C. (k)(2)(B) — Alt customer transactions cleared through another broker-dealer on a fully dlsclosed basts

Name of clearing firm%, [4335] N/A 4570
D. (K}(3) — Exempled by order 0f the COMMISSION .....ouo..o.ivee oottt et s em s sreeae et es s emas et e ra et setnatanen 4580

Information for Possession or Control Requirements Under Rule 15¢3-3
Slate the market vatuation and number of otems of:

1. Cuslomers’ fully paid securilies and excess margin securilies not in the respondent’s possesion or contro! as of the report date
{for which instructions to reduce to possession or control had been issued as of the report date) but for which the required
action was not taken by respondent within the time frame specified under Rul 15¢3-3. NotesAand B ... ... ... § None 4586
A. Number of items .. None 4587

2. Customers’ fully pard securilies and excess margin secuities Iut wmch instructions to reduce possession or contol had not
been issued as of the report date, excluding items arising from “temporary lags which result from normal business operatians ™

as permitted under Rule 15¢3-3. Notes B, Can D ..o et eaeee et eeeete v are e e eanee e sranearnee D None 4588
AL NUIMDEE OF HEMIS ....oo.coocooe oot eeees et ers et cesces ettt s e ot st st e oot et essses s reress e em e renins B3 None 4589
OMIT PENNIES

3. The system and procedures utilitzed in 60mply‘mg with the requirement to maintain physical possession or controt of
customers’ fully paid and excess margin securities have been tested and are functioning in a manner adequate to
fulfill the requirements of Rule 15€3-3 ..ot e e e mnenennn YES X 14584 | No l4585]

NOTES

A— Do not include in item one cuslomers’ fully paid and excess margin securities required by Rule 15¢3-3 to be in possession or contro} but for which no action was
required by the respondent as of the report date or required action was taken by respondent with the time frames specified under Rule 15¢3-3.

B— State separately in response 1o items one and two whether the securities reporied in response thereto were subsequently reduced to possession or contrel by the
respondent.

C—Be sure to include in item two only items not arising from “temporary lags which result from rormal business operations” as permitted under Rule 15¢3-3.

D— tem two must be responded to only with report which is filed as of the date selected for the broker’s or dealer's annual audit of financial statements, whether or not such
date is the end of a calendar quarter. The response to item two should be filed within 60 calendar days after such date, rather than with the remainder of this repor. This
information may be required on a more frequest basis by the Commission or the designated examining authority in accordance with Rule 17a-5(a)(2)(iv).

Reconciliation with company's computation - excess as reported in company's
Part II FOCUS report was not materially different than this computation.

See Notes to Financial Statements Page 9 07-02
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART I

BROKER OR DEALER First Investors Corporation asof _12/31/05
SCHEDULE OF SEGREGATION REQUIREMENTS AND FUNDS IN SEGREGATION
CUSTOMER’S REGULATED COMMODITY FUTURES ACCOUNTS
SEGREGATION REQUIREMENTS
1. Net ledger balance:
A. Cash.. N/A 7010
B. Secunnes (at market) e ene e s e etseasean e esene et Rt et et ot e en e S semesenseracineseeracenne e 7020
2. Net unrealized profit (loss) in open futures contracts traded on a contract market 7030
3. Exchange traded options:
A. Add: Market Value of an open option contracts purchased 0N a COMAC MATKEL ..........ooovoooooooeoee oo e eee e 7032
8. Deduct: Market Value of an open option contracts granted (sold) on a contract Market ..............c.co o rmeirerercmnecrc e cnrcreenns 7033
4. Net equity (deficit) (total of 1,220d 3) ..o - 7040
5. Add accounts liquidating to a deficit and accounts with debit balances with no open trades 7050
6. Amount required to be segregated (1012l 0f 5 AN ) ... oo ettt e et s e eennennranee 7060
FUNDS ON DEPOSIT IN SEGREGATION
7. Deposited in segregated funds bank accounts:
A. Cash.. 7070
B. Securmes represenlmg investments of customers’ fund (at market) 7080
C. Securities held in particular customers or option customers in lieu of cash (at market) ............ 7090
8. Margin on deposits with clearing organizations of contract markets:
A. Cash... e et tareteA e e as e R e e eas e eeSae e em e e+ £ mrinenecr een e nmcr et ene st emraearas 7100
8. Secunnes represenlmg investments ofcuslomers fund (at markel) . 7110
C. Securities held in particular customers of option customers in lieu of cash (al MAKBY) oo e 7120
9. Settlement due from (lo) clearing organizations of CONMTACt MATKES . ... e et nee 7130
10. Exchange traded options:
A. Add: Unrealized receivables for option contracts purchased on contract Markels ............c..coooiiieemoeee e e ae 7132
B. Deduct: Unrealized obligations for aption contracts granted {5oid) on contract Markels ........c.ooerimiein e 7133
11, Net equities With 01her FOMS e et e 7140
12. Segregated funds on hand:
A. Cash... N 7150
B. Secunhes rep{esenhng investments oi customers’ mnds (al markel) 7160
C. Securities held for particular customers in liew 0f cash (A1 markel) ... e 7170
13. Total amount in segregation *101al Of 7 LRIOUGR 12) ..ot et ent ettt ne et ser st enarnns O N/A 7180
14, Excess (insufficiency) funds in segregalion {13 mMINUS B) ..o oomov oo eee e . $ N/A 7190
See Notes to Financial Statements Page 10 07-02
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART i

BROKER OR DEALER First Investors Corporation asof __12/31/05

Ownership Equity and'Subordinated Liabilities maturing or proposed to be withdrawn within the next six months
and accruals, (as defined below), which have not been deducted in the computation of Net Capital.

Type of Proposal Amount to be
Withdrawal or Withdrawn (cash (MMODYY) Expect
Accrual Insider or amount and/or Net Withdrawal or to

See below for Outsider? Capital Value of Maturity Renew

code to enter Name of Lender or Contributor {In or Qut) Securities) Date (Yes or No)
19 [4600] N/A [4601] [4602]% [4603] [4604] {4605]
s 14610} [4611] [4812] 14613] [4614} I 4615]
%6 [4620] [4621] [4622] [4623] [4624] [4625]
% [4630] [4631] [4632] [4633] [4634] [4635]
s [4640] [4641] [4642] [4643] [4644] [4645]
%o [4650] [4651] [4652] [4653] [ 4654] [4655)
i [4660) [4661] [4662] [4663] [4664] [ 4665]
% [4870] [4s71] [as72] [4673] [4674] [4675]
%2 [4680] [4e81] [4682] [4683} [4684] [468s5]
® [4690] 4691 [4692] [4683] [2664] [46595]

Total $%  N/A l4699*]

OMIT PENNIES

* To agree with the total on Recap (item No. 4880)

instructions: Detad Listing must include the total of items maturing during the six menth period following the report date, regardless of whether or not the capital contribution is
expected to 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 fiabilities secured by fixed assets {which are considered allowable assets in the capital computation pursuant
to Rule 15¢3-1{c)(2(iv)), which could be required by the lender on demand or in less than six months.

WITHDRAWAL CODE: DESCRIPTIONS

1. Equity Capital

2. Subordinated Liabilities

3. Accruals

4. 15¢3-1{c)(2)(iv) Liabilities

See Notes to Financial Statements Page 11 07-02
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

Capital Withdrawals
PART i

BROKER OR DEALER First Investors Corporation

as of

12/31/05

RECAP

Ownership Equity and: Subordinated Liabilities maturing or proposed to be withdrawn within the next six months
and accruals, (as defined below), which have not been deducted in the computation of Net Capital.

1. Equity Capital
A. Partnership Capital:
1. GEMBIAN PAINEIS .....oe.eoeeeeeee ettt sterma s s e es st s e st sesss s et e sraeenssassnses s %S

4700

2. Limited ...

4710

4720

4. Other (describe below) ...

4730

5. Sole Proprietorship ..ol

4735)

8. Corporation Capital:
1. COMMON STOCK ..o e et eree st em s eem b e e e e ee e

4740

2. Preferred S1OCK ..o

4750

4760

3. Retained Earnings (Dw:dends and Oiher)
4. Other {describe below) ...

4770

2. Subordinated Liabilities
A, Secured Demand NOES ... ... ne e e

4780

B. Cash Subordinates ...........

4790

C. Debentures ..

4800

D. Others (descnbe bebw)

4810

3. Oiher Aotbated thdrawag
A. Bonuses ..

4820

B. Voluntary Conlﬂ)unons lo Pensaon or me I Shanng Plans ...... %7

4860

C. Olher(descnbebe!ow) [SUPRON

4870

Tolal

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

1. Balance, beginning of period ...
A. Netincome (loss) ...
B. Additions (includes non—confofmmg capltal ot

. $

N/A

[ a880]

14,151,470

4240

4250

4263} %s

(653,008)
0

4260

ool

C. Deductions (includes non-conforming capital of ....................

4272

4270

2. Balance, end of PEriod (FIOM HEM 1800) ...........—.—.ooerooeeee oo e

STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS

3. Balance, Beginning Of PEIIOU ... .. ....c..... oottt ee e aees e st ses s aes s e sse s s e res et res e e sen et e enn e sae st e

A. Increases...............
B. Decreases ..o,

4. Balance, end 0 period (FTom MBI 3020) ... oot er ettt oo e et et e

$

$

0
13,498,462

4290

4300

4310

4320

4330,

OMIT PENNIES

See Notes to Financial Statements Page 12 07-02
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART li

BROKER OR DEALER First Investors Corporation as of N/A
FINANCIAL AND OPERATIONAL DATA
1. Month end total number of stock record breaks unresolved over three business days Valuation Number
A. breaks long .. e s ea oo tia et E e b an s sae et Ses A e ntrana et srmnee srmees e enssneseaenessers O 4890 4900
B. breaks short %% 49101 %, 4920

2. lIs the firmin compnance wnm Rule 17a‘13 regardmg penodtc count and venﬁcanon
of securities positions and focations at Ieast once in each calendar quarter?

{Check one) ... ves [ ]

3. Personnel employed al end ol tepomng penod

No [__J [4940]

A. Incame producing personnel ... et ettt ete s e s et et e sem st Rt £ et se et b se et n e Rt b ets et 2 e enm e e st enan et te et eesannre 4950

B. Non-income producing personnel (all olher) - 4960

C. Total .. 4970
4. Actual number oI nckels executed dunng current month of leponmg penod 4980
§. Nunber of corrected customer confirmations mailed after settlement date ... 4990

Debit : Credit
No. of ltems {Short Value) No. of items {Long Value)

6. Money differences ... 'es 5000 $ 5010 5020]7:$ 5030
7. Security suspense accounts 5040] $ 5050 5060] $ 5070
8. Security difference accoums 5080; $ 5090 5100 $ 5110
9. Commodity suspense accounts .............. 5120{ $ 5130 51401 $ 5150
10. Open transactions with correspondents,

olher brokers, clearing organizations,

depositories and interoffice and inter-

company accounts which could result

in a charge —— unresotved amounts over

30calendardays ... [5160] $ [5170] {5180] $ {5190]
11. Bank account reconcilliations — unresolved

amounts over 30 calendar days ............. {'5200]%,$ |5210] [5220] $ [3230]
12. Open transfers over 40 calendar days,

notconfirmed .. ... [ 5240] $ [5250] [ 5260] $ [5270]
13. Transactions in reorganization accounts

— over 60 calendar days .. T8 5280] $ 5290 5300(%, 5310
14. Total .. » 5320f $ 5330 5340 $ 5350

No. of llems Leger Amount Market Value

15. Failed to defiver 11 business days or longer (21 Business

Days of longer in the case of Municipal Securities) .................... | 5360] $ 5361 | 5362
16. Failed to receive 11 business days of longer {21 business

Days of longer in the case of Municipal Securities) ..................... [5363] $ 5364 [5365)
17. Securily concentrations (See instructions in Part l]:

A. Proprietary positions .. 5370

B. Customers’ accounts underRule 15c3 3 . 5374
18. Total of personal capital borrowings due Withif SDCMOMINS ..........ooo i et et o 5378
19. Maximum haircuts on underwriting commitments JURRG the PErOD . ... . .o eee e e ees e e, 5380
20. Planned capital expenditures for business expansion during next six months 5382
21. Liabilities of other individuals or organizations guaranteed by respondent ... 5384
22. Lease and rentals payable within one year .. 5386
23. Aggregate lease and rental commitments payable tor ennre term of (ne Iease

A. Gross .. e e as s se e s ees st AR SR et e s et ea e o2 et s b on et oot n et eee e eeeees e e e e ans s st e b en et e res e nne et ns et en e nrrenn | D 5388

B N sttt ts e s e 2 et 222 e Sns s e e oA e et e e 5 et s e rrneranes e men s renr s D 5390

See Notes to Financial Statements Page 13

OMIT PENNIES
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FIRST INVESTORS CORPORATION
STATEMENT OF CASH FLOWS

Year ended December 31, 2005

INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

Cash flows from operating activities
Commissions and fees received — net
Other revenue
Investment income received
Cash paid to suppliers and employees
Cash paid to segregated trust account
Income taxes refunded

Net cash provided by operating activities
Cash flows from investing activities
Capital expenditures
Net cash used for investing activities
Cash flow from financing activities
Advances to parent and affiliates

Net cash provided by financing activities
Net increase in cash and cash equivalents

Cash and cash equivalents
Beginning of year .

End of year

DISCLOSURE OF ACCOUNTING POLICY

$12,951,643
1,373,762
307,304

(11,987,902)
451,448

(174.000)

2,922,255

(149.661)
(149.661)

21,164

21,164

2,793,758

22,331,330
325,125,088

For cash flow purposes, investments in money market funds of $15,109,444 included in “Other Securities”

are considered to be cash equivalents.

See notes to financial statements
Page 14



FIRST INVESTORS CORPORATION
STATEMENT OF CASH FLOWS

Year ended December 31, 2005 .

RECONCILIATION OF NET LOSS TO NET CASH

PROVIDED BY (USED FOR) OPERATING ACTIVITIES

Net loss $ (653,008)
Adjustments to reconcile net loss to net cash used for operating activities
Depreciation and amortization — fixed assets 70,615
Amortization of deferred sales commissions 2,683,957
Provision for deferred income taxes (335,000)
(Increase) decrease in
Receivable from dealers (87,119)
Receivable from customers 31,930
Receivable from Funds — shares redeemed (321,840)
Salesmen’s advances — net 39,174
Prepaid expenses and miscellaneous receivables 17,644
Cash and cash equivalents segregated under federal regulations 451,448
Receivable from affiliated companies (76,047)
Deferred sales commissions (1,142,178)
Increase in
Payable for securities purchased 1,179,384
Payable to dealers 432,183
Accrued commissions payable 184,639
Accounts payable — suppliers 10,851
Accrued expenses and other liabilities 435,622
Net cash provided by operating activities $ 2922255

See notes to financial statements

Page 15



FIRST INVESTORS CORPORATION
NOTES TO FINANCIAL STATEMENTS

December 31, 2005

(1) SIGNIFICANT ACCOUNTING POLICIES

DESCRIPTION OF BUSINESS

First Investors Corporation (the “Company”), a wholly-owned subsidiary of First Investors
Consolidated Corporation (“FICC”), is engaged in business as a broker-dealer primarily for the
First Investors family of mutual funds (“Funds”) and First Investors insurance products.

ACCOUNTING ESTIMATES

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

FAIR VALUE OF FINANCIAL INSTRUMENTS

The carrying amounts of cash and cash equivalents, accounts receivable, accounts payable, and
other liabilities approximate fair value because of the short maturity of these items. Marketable
securities are recorded at market value in the balance sheet, therefore, these values represent fair
value,

CASH EQUIVALENTS

The Company considers all investments in money market funds to be cash equivalents.

FINANCIAL INSTRUMENTS WITH OFF-BALANCE-SHEET RISK

In the normal course of business, the Company’s customer activities involve the execution and
settlement of customer transactions. These activities may expose the Company to risk of loss in
the event the customer is unable to fulfill its contracted obligations, in which case the Company
may have to purchase or sell financial instruments at prevailing market prices. Any loss from such
transactions is not expected to have a material effect on the Company’s financial statements.

SECURITY TRANSACTIONS

Security transactions are recorded on a trade date basis with related commission income and
expenses recorded as of the trade date.

MARKETABLE SECURITIES

Marketable securities are valued at market and include securities acquired for investment purposes
and securities held for re-sale to customers.

Page 16



FIRST INVESTORS CORPORATION
NOTES TO FINANCIAL STATEMENTS — (Continued)

December 31, 2005

LEASEHOLD IMPROVEMENTS AND EQUIPMENT

Leasehold improvements and equipment are recorded at cost. Depreciation and amortization are
provided on a straight-line basis over the estimated useful life of the asset, ranging from 5 to 15
years, or the remaining life of the lease.

SALES COMMISSIONS

Sales commissions paid on sales of “A” shares of the Funds and other investment companies are
charged to operations when paid. Sales commissions paid on sales of “B” shares of the Funds are
charged to deferred sales commissions and amortized over four years. Early withdrawal charges
on “B” shares of the Funds received by the Company from redeeming shareholders reduce
unamortized deferred sales commissions first, with any remaining amount recorded in income. For
the year ended December 31, 2005, amortization of deferred sales commissions amounted to
approximately $2,684,000.

DISTRIBUTION PLANS

Pursuant to separate underwriting agreements with the Funds, the Company is entitled to
commissions on the sale of shares of the Funds in an amount ranging from one percent to six and
one-quarter percent of the amount received on the sales. In addition, under separate distribution
plans adopted under Rule 12b-1 of the Investment Company Act of 1940 for each Fund, the
Company receives distribution and service fees ranging from .25% to 1.00% of the Fund’s average
daily net assets. The distribution fees are intended to cover the cost of distributing the Fund
shares, including cost of sales promotion and office expenses. The service fees provide for
servicing or maintenance of shareholder accounts, including payments to registered representatives
who provide ongoing servicing to such accounts. Distribution fees are recorded in income or as a
reduction of expenses when earned. For 2005, $10,740,600 of distribution fees were received
from the Funds and recorded as a reduction to selling expenses.

INCOME TAXES

The Company files consolidated federal and certain state income tax returns with its parent and
certain other wholly-owned subsidiaries of the parent. It is the policy of the parent to allocate the
applicable federal taxes (benefits) to each subsidiary on a separate return basis.

The Company’s method of accounting for income taxes conforms to Statement of Financial
Accounting Standards No. 109, “Accounting For Income Taxes”. This method requires the
recognition of deferred tax assets and liabilities for the expected future tax consequences of
temporary differences between the financial reporting basis and tax basis of assets and liabilities.

(2) CASH AND CASH EQUIVALENTS SEGREGATED UNDER FEDERAL REGULATIONS

At December 31, 2005, cash and cash equivalents of approximately $1,011,000 were segregated in a
special reserve bank account for the benefit of customers under Rule 15¢3-3 of the Securities and
Exchange Act of 1934. The minimum amount required was approximately $751,000.
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RELATED PARTIES

The Company and certain wholly-owned subsidiaries of its parent share office space and data
processing facilities. The Company is charged its proportionate share of expenses based on space
occupied and usage of the data processing facilities. Additionally, the Company charges certain of its
affihates for management, office space and other services based upon time allocated to the
management and operation of the affiliate and space occupied. During 2005, the Company charged
certain of its affiliates approximately $3,959,000 for management and other services and
approximately $394,000 for office space. The Company purchased approximately $2,246,000 of data
processing services and approximately $833,000 of office space during 2005. The Company was also
charged approximately $354,000 in 2005 for compensation costs for stock options of its parent granted
to employees of the Company.

The Company also receives commissions and fees on the sale of various life insurance products
from an affiliated life insurance company. For 2005, these commissions and fees amounted to
approximately $6,136,000.

In addition to the outstanding advances between the Company and its affiliates, the Company also
had approximately $10,016,000 deposited in an account of an affiliated federal savings bank, and
approximately $15,109,000 invested in First Investors mutual funds, principally in the money market
funds, at December 31, 2005.

PROFIT-SHARING PLAN

The Company is a sponsoring employer in a profit-sharing plan covering all of its eligible employees
and those of other wholly-owned subsidiaries of its parent. Contributions to the plan are determined
annually by the Board of Directors. In addition, the Company is a sponsoring employer in a 401(k)
savings plan covering all of its eligible employees and those of other wholly-owned subsidiaries of its
parent whereby employees may voluntarily contribute a percentage of their compensation with the
Company matching a portion of the contributions of certain employees. The amount contributed by
the Company in 2005 was not material. For 2005, the Company charged operations approximately
$775,000 for its portion of the contribution to the profit-sharing plan.

LEASES

The Company leases office space under terms of various lease agreements, certain of which are
cancelable at the end of specified time periods and others which are non-cancelable, expiring at
various times through 2010. Total rent expense, including amounts charged from affiliates and net
of amounts charged to affiliates, was approximately $3,681,000. The minimum annual rental
commitments relating to leases in effect as of December 31, 2005, exclusive of taxes and other charges
by lessors subject to escalation clauses, are as follows:

2006 $ 2,930,000
2007 2,588,000
2008 2,262,000
2009 1,968,000
2010 1,286,000
2011 and thereafter 462,000

$11,496,000
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(6) LITIGATION

The Company is a defendant in a2 number of lawsuits involving claims for damages of the type
normally associated with the Company’s business. Management is of the opinion that such lawsuits
will not have any material effect on the Company’s financial position or results of operations.

(7) NET CAPITAL REQUIREMENTS
As a registered broker-dealer, the Company is subject to the Uniform Net Capital Rule 15¢3-1 under
the Securities Exchange Act of 1934.  Under the alternative method permitted by this Rule, required
net capital shall not be less than 2% of aggregate debit items arising from customer security
transactions. At December 31, 2005, the Company had net capital of approximately $4,998,000 or an
excess of approximately $4,748,000, over net capital required of $250,000.

(8) INCOME TAXES

The provision (benefit) for income taxes consists of the following:

Current ,
Federal $  (4,000)
State and local 178,000
174,000
Deferred
Federal (300,000)
State and local (35,000)
(335.000)
Total $(161.000)

The difference between the statutory federal tax rate and the effective tax rate in the financial
statements results from the paying of state taxes in the various jurisdictions.

Deferred tax liabilities (assets) are comprised of the following:

Accrued expenses $(1,536,000)
Depreciation (106,000)
Deferred sales commissions (381,000)
Deferred compensation (958.000)

$(2,981,000)
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TArr WELLER & BAKER LLP
Certified Public Accountants

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS
ON INTERNAL CONTROL REQUIRED BY SEC RULE 17a-5

Board of Directors and Stockholder
First Investors Corporation
New York, New York

In planning and performing our audit of the financial statements of First Investors Corporation (the
“Company”) for the year ended December 31, 2005 we considered its internal control, including
procedures 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 control.

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 (including tests of compliance with such practices and procedures)
followed by the Company that we considered relevant to the objectives stated in Rule 17a-5(g), (1) in
making the periodic computations of aggregate indebtedness (or aggregate debits) and net capital under
Rule 17a-3(a)(11) and the reserve required by Rule 15¢3-3(e); (2) in making the quarterly securities
examinations, counts, verifications and comparisons, and the recordation of differences required by Rule
17a-13; (3) in 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; and (4) in
obtaining and maintaining physical possession or control of all fully paid and excess margin securities of
customers as required by Rule 15¢3-3. :

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.
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Qur consideration of intemal 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 errors or irregularities 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 the internal control, including procedures 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 December 31, 2005, to meet the SEC’s objectives.

This report is intended solely for the use of management, the SEC, 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.

Tt wletled « Bt o f

Philadelphia, Pennsylvania
February 10, 2006



