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OATH OR AFFIRMATION

1 John G. Tavlor , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Arcadia Investment Corporation , 88
of December 31 2005 , 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 accourt
classified solely as that of a customer, except as follows:

o X

IS na
QFFICIAL SEAL 8 m{
DAVID T. ARTMANN
~ NOTARY FUBLIC-OREGON . Pre sident
¥ COMMISSION NO. 383294 Title
MY COMMISSION EXPIRES AUG. 2, 2008

Ny T Ot

Notary Public

=

his report ** contains {check all applicable boxes):

(a) Facing Page.

(b) Statement of Financial Condition.

{c) Statement of Operations.

(d) Statement of Changes in Cash Flows.

(e) Statement of Changes in Stockholders’ Equity of 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.

(1) 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.

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

()’ An Oath of Affirmation.

{m) A copy of the SIPC Supplemental Report.

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

(o) Independent Auditors’ Report on Internal Accounting Control.

I 21| O ) 3 I | | |
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**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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(GEFFEN MESHER

& ComranNy, P.C.

CERTIFIED PUBLIC ACCOUNTANTS & Business CONSULTANTS

INDEPENDENT AUDITORS’ REPORT

Board of Directors
Arcadia Investment Corporation
Portland, Oregon

We have audited the accompanying statement of financial condition of Arcadia Investment Corporation (the “Company”)
as of December 31, 2005 and the related statements of operations, changes in shareholders’ equity, and 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.

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
Arcadia Investment Corporation as of 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 performed for the purpose of forming an opinion on the basic financial statements taken as a whole. The
information contained on pages 9 and 10 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. This 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 when considered in relation to the basic financial

statements taken as a whole.
/ y /
o, M7 Epeny, KL
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February 3, 2006
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ARCADIA INVESTMENT CORPORATION
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2005

Assets

Cash and cash equivalents § 974,761

Deposit with carrying broker 149,345

Receivable from carrying broker 212,254

Other receivables 43,000

Equipment, net of accumulated depreciation of $137,950 40,579

Investments 42,980

Prepaid expenses and other assets 28,363
$§ 1,491,282

Liabilities

Accounts payable and accrued expenses § 150,338

Accrued profit sharing 118,293

Notes payable, shareholders 50,000

318,631

Commitments

Shareholders’' equity 1,172,651
$ 1,491,282

See notes to financial statements



ARCADIA INVESTMENT CORPORATION

STATEMENT OF OPERATIONS

YEAR ENDED DECEMBER 31, 2005

Revenues
Commissions and other fees $ 2,882,840
Expenses
Employee compensation 1,419,562
Payroll taxes 54,453
Employee benefits 170,795
Commissions and floor brokerage 229,310
Communication 53,012
Depreciation 10,630
Dues and subscriptions 41,963
Insurance 7,650
Interest 1,476
Interest, shareholders 4,500
Miscellaneous 7,522
Postage 4,576
Professional fees 53,969
Regulatory fees 6,019
Rent 43,647
Supplies and printing 19,619
Taxes and licenses 41,904
Training and seminars 1,850
Travel and entertainment 42,387
2,214,844
Income from operations 667,996
Other income (expense)
Interest income 29,712
Gain on sale of investments 37,648
Loss on disposal of assets ( 713)
66,647
Net income $ 734,643

See notes to financial statements



ARCADIA INVESTMENT CORPORATION
STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY

YEAR ENDED DECEMBER 31, 2005

Common stock, no par
value; 10,000,000 shares

authorized
Accumulated
Shares issued other
and comprehensive Retained

outstanding Amount income (loss) earnings Total
Balances at beginning of year 22,222 § 131,404 (S 8,400) $§ 377,683 § 500,687
Issuance of common stock 2,778 56,327 56,327
Distributions ( 150,000) ( 150,000)
Net income 734,643 734,643
Unrealized gain on marketable security 30,994 30,994
Total comprehensive income 765,637
Balances at end of year 25,000 $ 187,731 § . 22,594 § 962,326 $ 1,172,651

See notes to financial statements



ARCADIA INVESTMENT CORPORATION
STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31, 2005

Cash flows from operating activities

Net income § 734,643
Adjustments to reconcile net income to net cash .

provided by operating activities
Realized gain on sale of securities ( 37,648)
Depreciation 10,630
Loss on disposal of assets 713
Change in operating assets and liabilities
Receivable from carrying broker ( 10,290)
Other receivables ( 23,000)
Prepaid expense and other assets ( 6,450)
Accounts payable and accrued expenses 13,763
Accrued profit sharing 1,612
Net cash provided by operating activities 683,973
Cash flows from investing activities
Acquisition of equipment ( 30,505)
Purchase of investments ( 103,431)
Proceeds from sale of investments 63,648
Net cash used in investing activities ( 70,288)
Cash flows from financing activities
Distributions to shareholders ( 150,000)
Issuance of common stock 56,327
Net cash used in financing activities ( 93,673)
Net increase in cash and cash equivalents 520,012
Cash and cash equivalents at beginning of year 454,749
Cash and cash equivalents at end of year $ 974,761
Supplemental disclosure of cash flow information
Cash paid during the year for interest $ 5,976
Cash paid during the year for local income taxes $ 38,308

See notes to financial statements



ARCADIA INVESTMENT CORPORATION
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2005

1. Line of business and significant accounting policies

Line of business

The Arcadia Investment Corporation (the “Company”) operates principally as a fully disclosed securities broker dealer
with institutional customers throughout the United States. Operations further consist of consulting activities and advisory
services for capital resources.

Use of 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 the reported
amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates.

Revenue recognition
Security transactions and related commission revenue and expense are recorded on a settlement date basis, generally the

third business day following the transaction. Differences between trade date and settlement date, if any, are not
significant.

Revenues from consulting activities and advisory services are recorded as fees when eamed under the terms of the related
agreements,

Concentrations of credit risk
The Company has cash and cash equivalents in the form of deposits which may exceed depository insurance limits. The
Company makes such deposits with high credit quality entities and has not incurred any credit related losses.

Cash equivalents
Cash equivalents are funds in a money market account and are recorded at cost, which approximates fair value. The

Company considers short-term, highly liquid investments with an original maturity date of three months or less to be cash
equivalents.

Investments

The Company accounts for its marketable equity securities in accordance with Statement of Financial Accounting
Standards No. 115, Accounting for Certain Investments in Debt and Equity Securities. This statement requires certain
investments in debt and equity securities to be classified as trading, available-for-sale or held-to-maturity.

At December 31, 2005, the Company’s marketable equity securities have been categorized as available for sale.
Auvailable for sale securities are carried at fair value, with the unrealized holding gains and losses reported as a separate
component of shareholders’ equity. For the purpose of determining gross realized gains and losses, the cost of securities
sold is based upon specific identification. Quoted market prices are used in determining the fair value of the Company’s
assets.

Equipment
Equipment is stated at cost. Depreciation is being provided on a straight-line method over the estimated useful lives of
the related assets.




ARCADIA INVESTMENT CORPORATION
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED DECEMBER 31, 2005

1. Line of business and significant accounting policies (continued)

Income taxes

The Company, with the consent of its shareholders, has elected to be treated as an “S” Corporation under the Internal
Revenue Code. Instead of paying corporate income taxes, the shareholders of an “S” Corporation are taxed individually
on the Company’s taxable income. Therefore, no provision or liability for corporate income taxes has been included in
these financial statements.

Other receivables

Other receivables are fees earned from consulting activities and advisory services. Corresponding accrued commission
expenses of $21,500 have been recorded as of December 31, 2005. Based on historical experience, management has
deemed an allowance for doubtful accounts not necessary.

2. Investments

Marketable equity securities include the following at December 31, 2005:

Cost $ 20,800
Gross unrealized gains 32,830
Gross unrealized losses ( 10,650)
Fair value $ 42,980

Unrealized gains on securities included in other comprehensive income as of December 31, 2005 are summarized as
follows:

Net holding gains arising during the tear $ 68,643
Reclassification adjustment for net gains realized in net income ( 37,649)
Change in unrealized holding gains $ 30,994

3. Net capital

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule 15¢3-1. Asaresult, the
minimum net capital required is the greater of $100,000 or 1/15th of aggregate indebtedness, as defined. At December
31, 2005, the Company has net capital and required net capital of $1,043,337 and $100,000, respectively, and a ratio of
aggregate indebtedness to net capital of .26 to 1. Net capital and required net capital may fluctuate on a daily basis.




ARCADIA INVESTMENT CORPORATION
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED DECEMBER 31, 2005

4. Notes payable, shareholders

The notes payable, shareholders, relate to assets necessary and essential to the business of the Company. The demand
notes payable have a 9% interest rate and are collateralized by marketable securities, which are on deposit with the
Company’s carrying broker. Interest paid to shareholders during 2005 was $4,500.

5. Commitments

Lease
The Company occupies office space under a year-to-year lease, with a company owned by certain shareholders,
which began September 1, 2005. The lease is accounted for as an operating lease and minimum lease payments for

2006 total $24,000. Total rent expense under an expired lease and the new lease was approximately $43,600 in
2005.

Shareholder agreement

The Company has a shareholder agreement in effect which restricts the transfer of shares of common stock. The
agreement provides the Company with the option to purchase a shareholder's interest upon termination of employment,
death, disability or normal retirement for an agreed upon purchase price and with specified payment terms.

6. Employee benefit programs

The Company has a 401(k) plan covering substantially all employees who meet prescribed requirements. The employer’s
portion of contributions is at the discretion of the Board of Directors, but limited to the amount deductible for federal
income tax purposes. A profit sharing contribution of approximately $118,000 was declared for the year ended December
31, 2005. The 401(k) plan was amended effective March 28, 2005 to provide automatic default IRA rollovers.




ARCADIA INVESTMENT CORPORATION

COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1 OF THE SECURITIES AND EXCHANGE COMMISSION

DECEMBER 31, 2005
Net capital
Total shareholders' equity $ 1,172,651
Less
Nonallowable assets
Equipment 40,579
Other assets 28,363
68,942
Net capital before haircut 1,103,709
Haircuts, cash equivalents and non-market investments 60,372
Net capital $ 1,043,337
Aggregate indebtedness
Accounts payable and accrued expenses and other liabilities $ 268,631
Computation of basic net capital requirements
Minimum net capital required $ 100,000
Excess net capital $§ 943,337
Excess of net capital at 1,000% $ 1,016,474
Ratio of aggregate indebtedness to net capital 0.26 to 1
Reconciliation with Company's computation
Net capital, as reported in the Company's Part IIA (unaudited) $ 1,021,837
Audit adjustment for increase in accrued expenses 21,500

Net capital per above

$ 1,043,337




ARCADIA INVESTMEN T CORPORATION

EXEMPTION FROM RESERVE REQUIREMENTS UNDER RULE 15¢3-3 OF THE
SECURITIES AND EXCHANGE COMMISSION

YEAR ENDED DECEMBER 31, 2005

Exemptive provisions

The Company is exempt from Rule 15¢3-3 because the Company does not receive or hold any customer securities or
cash.
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INDEPENDENT AUDITORS' REPORT ON INTERNAL ACCOUNTING CONTROL
REQUIRED BY SEC RULE 17a-5

Board of Directors
Arcadia Investment Corporation
Portland, Oregon

In planning and performing our audit of the financial statements of Arcadia Investment Corporation for the year ended
December 31, 2005, we considered its internal control structure in order to determine our auditing procedures for the
purpose of expressing our opinion on the financial statements and not to provide assurance on the internal control
structure.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission, we made a study of the practices and
procedures followed by the Company including tests of such practices and procedures that we considered relevant to the
objectives stated in Rule 17a-5(g) in making the periodic computations of aggregate indebtedness and net capital under
Rule 17a-3(a)(ll) and for determining compliance with the exemptive provisions of Rule 15¢3-3(e). Because the
Company does not carry securities accounts for customers or perform custodial functions relating to customer securities,
we did not review the practices and procedures followed by the Company in any of the following:

Makitig quarterly securities examinations, counts, verifications, and comparisons.
Recordation of differences required by Rule 17a-13.

Complying with the requirements for prompt payment for securities under Section 8 of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System.

The management of the Company is responsible for establishing and maintaining an internal control structure 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 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.

888 §.W. Fifth Avenue, Suite 800 ¢ Portland, Oregon 97204 o Tel: 503.221.0141 + Fax: 503.227.7924 + 800.819.0141 » WWW.Zmeo.com
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ARCADIA INVESTMENT CORPORATION

INDEPENDENT AUDITORS' REPORT ON INTERNAL ACCOUNTING CONTROL
REQUIRED BY SEC RULE 17a-5 (CONTINUED)

Because of inherent limitations in internal control or the practices and procedures referred to above, error 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
might become inadequate because of changes in conditions and that the effectiveness of their design and operation may
deteriorate.

Our consideration of internal control would not necessarily disclose all matters in internal control that might be material
weaknesses under standards established by the American Institute of Certified Public Accountants. A material weakness
is a condition in which the design or operation of the specific internal control components does not reduce to a relatively
low level the risk that error or fraud in amounts that would be material in relation to the financial statements being
audited may occur and not be detected within a timely period by employees in the normal course of performing their
assigned functions. However, we noted no matters involving internal control 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 as of December 31, 2005, to meet the SEC's objectives.

This report recognizes that it is not practicable in an organization the size of Arcadia Investment Corporation to achieve
all the divisions of duties and cross-checks generally included in a system of internal accounting control, and that,
alternatively, greater reliance must be placed on surveillance by management.

This report is intended for the use of the Board of Directors, management, the Securities and Exchange Commission and

other regulatory agencies which rely on Rule 17a-5(g) under the Securities and 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

j%;w, Vschos f domyporsy, 4

February 3, 2006
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