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OATH OR AFFIRMATION

1, Mark E. Christian , swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
EWT,LLC ,as of
December 31, 20 05 , are true and correct. [ further swear (or affirm) that neither the company

nor any partner, proprietor, principal officer or director has any proprietary interest in any account classified solely as that of
a customer, except as follows:

Notary Public

This report** contains (check all applicable boxes):
(a) Facing page.

(b) Statement of Financial Condition.

(¢) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders' Equity or Partners' or Sole Proprietors' Capital.

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

(g) Computation of Net Capital.

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

(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¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

| { {0 =3 2

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-

solidation.
() An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

IOk

(n) A report 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 certain portions of this filing, see section 240.17a-5(e)(3).
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INDEPENDENT AUDITORS' REPORT

To the Members of EWT, LLC

We have audited the accompanying statement of financial condition of EWT, LLC (the "Company") as of
December 31, 2005, that you are filing pursuant to Rule 17a-5 under the Securities Exchange Act of 1934. This
financial statement is the responsibility of the Company's management. Our responsibility is to express an
opinion on this financial statement 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 statement of financial condition is free of material misstatement. An audit includes consideration of
internal control over financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company's internal
control over financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a
test basis, evidence supporting the amounts and disclosures in the statement of financial condition, assessing the
accounting principles used and significant estimates made by the Company's management, as well as evaluating
the overall statement of financial condition presentation. We believe that our audit provides a reasonable basis
for our opinion.

In our opinion, the financial statement referred to above presents fairly, in all material respects, the financial
position of EWT, LLC as of December 31, 2005, in conformity with accounting principles generally accepted in the

United States of America.
Hrttstin '
, Haod Lompuny , Pé.

Beverly Hills, California
February 15, 2006
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INANCIAL CONDITION

December 31, 2005

ASSETS

Cash

Receivables from broker-dealers and clearing organizations
Interest and dividends receivable

Securities owned, at market

Securities purchased under agreements to resell

Net equity with futures commission merchants

Securities borrowed

Securities failed to deliver

Deposits with clearing organizations

Exchange seat memberships

Other assets

LIABILITIES AND MEMBERS' EQUITY
Liabilities

Payables to broker-dealers and clearing organizations
Accounts payable and accrued expenses

Interest and dividends payable

Securities loaned

Securities sold under agreements to repurchase
Securities sold, not yet purchased, at market
Securities failed to receive

Bank line of credit

Payable to affiliate

Total liabilities
Subordinated borrowings

Members' equity

See accompanying notes to financial statement.

$ 215,273
2,687,250
1,412,085

260,317,100
18,440,964
2,410,022
222,170,100
33,991,616
12,481,498
13,702,006
314,967

$ 568,142,881

$ 82,762,931
1,997,983
1,820,708

185,158,900
12,231,869
222,565,830
1,067,442
13,822,000
11,747,221

533,174,884
10,000,000

24,967,997

$ 568,142,881




CIAL STATEMENT

1. Nature of business

EWT, LLC (the “Company”) conducts business as a broker-dealer in securities. The Company was formed in 2003
and is registered with the Securities and Exchange Commission (the “SEC") and is a member of the National
Association of Securities Dealers (the “NASD”) and various stock exchanges. The Company trades exclusively for
its own account.

2. Summary of significant accounting policies
Valuation of Securities Owned and Securities Sold, Not Yet Purchased

The Company values securities owned and securities sold, not yet purchased, that are freely tradable and are listed
on a national securities exchange or reported on the NASDAQ national market at their fast sales price as of the last
business day of the period. Other securities traded in the over-the-counter markets and listed securities for which
no sale was reported on that date are valued at their last reported "bid" price if held long, and last reported "asked"
price if sold short.

Resale and Repurchase Agreements

Transactions involving purchases of securities under agreements to resell and securities sold under agreements to
repurchase are treated as collateralized financial transactions, and are recorded at their contracted resell or
repurchase amounts. In addition, interest on both types of transactions is included in interest receivable and
interest payable, respectively. Collateral, which typically is in the form of securities, is pledged against securities under
agreements to resell or repurchase.

Financial Instruments

in the normal course of business, the Company utilizes derivative financial instruments in connection with its
proprietary trading activities. The Company records its derivative activities at market or fair value. Gains and losses
from derivative financial instruments are included in trading income in the statement of operations.

Investment Transactions and Related Investment Income

Proprietary securities and commodities transactions and related profit and loss arising from these transactions in
regular-way trades are accounted for on a trade-date basis. Amounts receivable and payable for securities
transactions that have not reached their contractual settlement date are recorded net on the statement of financial
condition. Dividends are recorded on the ex-dividend date and interest is recognized on the accrual basis.

Securities Lending Activities

Securities borrowed and securities loaned transactions are generally reported as collateralized financings.
Securities borrowed transactions require the Company to deposit cash, letters of credit, or other collateral with the
lender. With respect to securities loaned, the Company receives collateral in the form of cash or other collateral in
an amount generally in excess of the market value of securities loaned. The Company monitors the market value of
securities borrowed and loaned on a daily basis, with additional collateral obtained or refunded as necessary.



2. Summary of significant accounting policies (continued)

Income Taxes

The Company is not subject to federal or state income taxes and, accordingly, no provision for taxes has been
made in the accompanying the financial statement. The members are required to report their proportional share of
income, gains, losses, credits or deductions on their respective tax returns.

Use of Estimates

The preparation of the financial statement in conformity with accounting principles generally accepted in the United
States of America requires management to make estimates and assumptions that affect the amounts disclosed in the
financial statement. Actual results could differ from those estimates.

3. Concentration of credit risk

The Company maintains checking accounts with balances frequently in excess of $100,000. Checking accounts
are insured by the Federal Deposit Insurance Corporation up to $100,000.

The Company is engaged in various trading and brokerage activities in which counterparties are primarily broker-
dealers, banks, and other financial institutions. In the event counterparties do not fulfill their obligations, the
Company may be exposed to risk. The risk of default depends on the creditworthiness of the counterparty or issuer
of the instrument. It is the Company’s policy to review, as necessary, the credit standing of each counterparty.

4. Exchange memberships

Exchange memberships are recorded at cost or, if an other-than-temporary impairment in value has occurred, at a
value that reflects management’s estimate of the value net of the impairment. Management believes that no such
impairment has occurred in the value of its memberships in various exchanges during the year ended December
31, 2005.

5. Bank line of credit

The Company has available a $15 million revolving line of credit arrangement with a bank under a continuing
contract, cancelable upon written notice and secured by certain securities owned by the Company. The line of
credit is personally guaranteed by a member of the Company. The interest rate at December 31, 2005 is 4.875%
per annum. At December 31, 2005, the outstanding balance on the line of credit is $13,822,000 and the unused
availability is $1,178,000, which may be limited to collateral.



6. Related party transactions

The Company incurred $13.6 million in technology services fees paid to a related entity controlled by the members
(the “Provider”). At December 31, 2005, the Company has an agreement with the Provider for 4 years of
technology services at monthly fees of approximately $1.4 million. The agreement may be terminated without
cause or further obligation by the Company with 30 days written notice to the Provider.

7. Financial instruments with off-balance-sheet credit risk

The Company enters into various transactions involving derivatives and other off-balance-sheet financial
instruments. These financial instruments include futures, forward and foreign exchange contracts, exchange-traded
and over-the-counter options, and interest rate swaps. These derivative financial instruments are used to conduct
trading activities and manage market risks and are, therefore, subject to varying degrees of market and credit risk.
Derivative transactions are entered into for trading purposes or to economically hedge other positions or
transactions.

Futures and forward contracts provide for delayed delivery of the underlying instrument. As a writer of options, the
Company receives a premium in exchange for giving the counterparty the right to buy or sell the security at a future
date at a contracted price. Interest rate swaps involve the exchange of payments based on fixed or floating rates
applied to notional amounts. The contractual or notional amounts related to these financial instruments reflect the
volume and activity and do not reflect the amounts at risk. Futures contracts are executed on an exchange, and
cash settlement is made on a daily basis for market movements. Accordingly, futures contracts generally do not
have credit risk. The credit risk for forward contracts, options, and swaps is limited to the unrealized market
valuation gains recorded in the statement of financial condition. Market risk is substantially dependent upon the
value of the underlying financial instruments and is affected by market forces such as volatility and changes in
interest and foreign exchange rates.

in addition, the Company has sold securities that it does not currently own and will, therefore, be obligated to
purchase such securities at a future date. The Company has recorded these obligations in the financial statement
at December 31, 2005, at market values of the related securities and will incur a loss if the market value of the
securities increases subsequent to December 31, 2005.

8. Subordinated borrowings

At December 31, 2005, the Company has a subordinated loan agreement, as approved by the NASD, in the amount of
$10 million with a third party. The entire principal payment is due on the maturity date of the loan (July 31, 2007) and
bears interest at 15% per annum, payable on a monthly basis.

The subordinated borrowings are available in computing net capital under the SEC’s uniform net capital rule. To
the extent that such borrowings are required for the Company’s continued compliance with minimum net capital
requirements, they may not be repaid.



8. Commitment

The Company leases office space under non-cancellable operating leases expiring in 2006 and 2010. At December
31, 2005, the Company'’s future minimum rental commitment is as follows:

Year ending December 31,

2006 $ 403,149
2007 604,372
2008 622,504
2009 641,179
2010 660,414

$ 2931618
——

9. Contingencies

The Company is subject to various legal proceedings and claims that arise in the ordinary course of business. In the
opinion of management, after consultation with legal counsel, the amount of any ultimate liability with respect to these
actions will not materially affect the Company’s financial condition or results of operations.

10. Profit distributions

The Company’s limited liability agreement (the “Agreement’} has a tiered profit distribution methodology whereby
profits, as defined in the Agreement, are distributed to the members as follows: first, $4,800,000 distributed equally
to the members (paid and included in employee compensation in the statement of operations); second, a preferred
return on equity, as defined in the Agreement, and based on specified percentages related to each equity
contribution ($1,940,133 paid and included in interest expense in the statement of operations); and third, a
remaining distribution in proportion to members’ profit interests, as defined in the Agreement.

11. Net capital requirement

The Company is subject to SEC Uniform Net Capital Rule 15¢3-1, which requires the maintenance of minimum net
capital, under the alternative standard, of two percent of combined aggregate debits or a minimum of $250,000. At
December 31, 2005, the Company had net capital of $10,310,978, which was $10,060,978 in excess of its required
net capital of $250,000.

12. Subsequent events
As of December 31, 2005, the Company has entered into several agreements to acquire or dispose of certain

exchange memberships for approximately $1.5 million and $7 million, respectively. These transactions were
completed in January 2006 with all the applicable and necessary regulatory approvals.



