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OATH OR AFFIRMATION

I, William R. Rice , swear (or affirm) that, to the best of
my knowledge‘ and belief the accompanying financial statement and supporting schedules pertaining to the firm of

W.|R. Rice Financial Services, Inc. , as
of December 31 ,20__05 _, are true and correct. [ further swear (or affirm) that

neither the co

classified sole

mpany nor any partner, proprietor, principal officer or director has any proprietary interest in any account

y as that of a customer, except as follows:
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Statement of Financial Condition.
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I\rotary Public

ROBERT A. BENSON JR.
contains (check all applicable boxes): Notary Public, Maine

1cnt of Income (Loss).
went of Changes in Financial Condition,

Statement of Changes in Stockholders' Equity or Partners’ or Sole Proprictors’ Capital,

Statement of Changes in Liabilitics Subordinated to Claims of Creditors.

Computation of Net Capital.

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

Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

A Redoneiliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Comp‘umlion for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3,

A chnncili;l(ion between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

An Oath or Affirmation,

() A coy

()

Arcp

(o) Sup

**Forconditd

y of the SIPC Supplemental Report,

ort deseribing any material inadequacics found to exist or found to have existed since the date ofthe previous audit.
plemental Repcrt of Independent Auditors

ns of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Independent Auditors' Report
Board of Directors

W.R. Rice Financia! Services, Inc.
Portland, Maine

We have audited the accompanying balance sheets of W.R. Rice Financial Services, Inc. as of
December 3\1, 2005 and 2004 and the related statements of operations, cash flows, and changes in
stockholders" equity for the years 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 audits.

We conducted our audits 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 opinic:‘n, the financial statements referred to above present fairly, in all material respects, the
financial position of W.R. Rice Financial Services, Inc. at December 31, 2005 and 2004 and the
results of its|operations, cash flows, and changes in stockholders' equity for the years then ended

in conformity with accounting principles generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The accompanying additional information is presented for purposes of additional
analysis and is not a required part of the basic financial statements, but is supplementary
information required by Rule 17a-5 of the Securities and Exchange Commission. Such additional
information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, is fairly stated in all material respects in relation to the basic

financial statements taken as a whole.
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200
ASSETS

CURRENT ASSETS:
Cash \ " $ 27,354
Commissipns Receivable 6,882
Prepaid E‘xpenses 266
MarketablF Securities 89,287
Total Current Assets 123,789
PROPERTY AND EQUIPMENT: 42,612
Less: Accumulated Depreciation 34,717
7,895
TOTAL ASSETS $ 131,684

CURRENT LIABILITIES:
Accounts Payable $ 7,913
Accrued Expenses 2,956
Total Current Liabilities 10,869
STOCKHOLDERS' EQUITY:
Common |Stock, No Par;

Authorized 3,000 Shares;

Issued @nd Outstanding 3,000 Shares 20,000
Additional Paid-In Capital 20,000
Retained Earnings 67,122
Unrealized Holding Gains (Losses) 13,693

TOTAL STOCKHOLDERS' EQUITY 120,815
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $

VYL TG L T HINAINNWIAL OLRRVIVE O, HING.

BALANCE SHEETS
DECEMBER 31, 2005 and 2004
(See Independent Auditors' Report)

LIABILITIES AND STOCKHOLDERS' EQUITY

See Notes to Financial Statements.

131,684

2004

$ 30,368
7,970

374

25,888
64,600

41,389
32,552
8,837

$ 73,437

$ 5,267
2,894
8,161

20,000
20,000
52,482

27,206
_ 65276

$ 73,437
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STATEMENTS OF OPERATIONS

YEARS ENDED DECEMBER 31, 2005 AND 2004

(See Independent Auditors' Report)

Financial Planning and Advisory Fees

EXPENSES;
Commissi}ons Paid
Officers' S‘alary
Other Wages
Office Rerfn
Telephone
Advertising‘; and Promotion
Insurance
Equipment Rental
Vebhicle E)fpense
Professior‘wal Fees
Repairs arpd Maintenance
Retirement Plan Contribution
Utilities \
Training aJnd Serninars
Office Supplies
Regulatory Fees
Payroll Taxes
Computer Expenses
Charitable‘ Contributions
Travel and Entertainment
Postage and Shipping

Cantella l\‘/laintenance Fees

Membersﬁips and License Fees

Publicatiops

Depreciat?on and Amortization
Miscellaneous

Rep. Expense Reimbursement

NET OPERATING INCOME

OTHER INCOME:
interest

NET INCOME (LOSS)

See Notes to Financial Statements.
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$ 353,135
32,238
385,373

222,805
60,000
11,282
14,700

1,674
472
1,034
1,574
2,289
6,200
20,467
12,000
7,645
227
1,356
5,569
5,868
1,625
970
2,564
1,029
2,545
1,615
101
2,165
633

(17,063)
371,246

14,127

513
513

$ 14,640

2004

$ 330,518
29,196
359,714

208,631
60,000
10,770
14,700

1,616
403
791

1,679

3,762

6,100

16,552
12,000

6,072
173

1,698

4,190

5,806

1,151
220

1,964
982

2,040

1,089
532

3,084

1,362

(15,071)
352,296

7,418

313
313

$ 7,731
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STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY
YEARS ENDED DECEMBER 31, 2005 AND 2004
(See Independent Auditors' Report)

Unrealized
Additional Common Retained Holding
Paid-In Capital Stock Earnings Gains (Losses) Total

BALANCE, DECEMBER 31, 2003 $ 20,000 $ 20,000 $ 64,549 $ (29,110) $ 75,439

NET INCOME - 2004 0 0 7,731 0 7,731

STOCKHOL‘DER DISTRIBUTIONS 2004 0 0 (19,798) 0 (19,798)
UNREALIZéD HOLDING GAINS (LOSSES) 0 0 0 1,904 1,904

BALANCE, DECEMBER 31, 2004 $ 20,000 $ 20,000 $ 52,482 $ (27,206) $ 65,276

NET INCOME - 2005 0 0 14,640 0 14,640

STOCKHOLDER DISTRIBUTIONS 2005 0 0 0 0 0
CHANGES IN UNREALIZED HOLDING

GAINS (LOSSES) 0 0 0 40,899 40,899

BALANCE, “DECEMBER 31, 2005 $ 20,000 $ 20,000 $ 67,122 § 13,693 $ 120,815

See Notes to Financial Statements.
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STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2005 AND 2004
(See Independent Auditors' Report)

2005
CASH FLOWS FROM OPERATING ACTIVITIES:

Net IncomF $ 14,640
Adjustments to Reconcile Net Income To Net Cash Provided by
Operating Activities:

Deprecie‘ltion and Amortization 2,165

Changes in Assets and Liabilities:

Commiissions Receivable 1,088

Prepai}d Expenses 108

AccouFts Payable and Accrued Expenses 2,708
Net Cash Provided by Operating Activities 20,709

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of Property and Equipment (1,223)
Purchase ‘of Marketable Securities (22,500)
Net rCash (Used) By Invesiing Activities (23,723)

CASH FLOWS FROM FINANCING ACTIVITIES:
Distributiops to Stockholders 0
Net Cash (Used) by Financing Activities 0
NET (DECREASE) IN CASH (3,014)
CASH AT BEGINNING OF YEAR 30,368
CASH AT END OF YEAR $ 27,354

See Notes to Financial Statements.
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7,731

3,084

4,384
290

586
16,075

(725)
0

725

(19,798)
(19,798)

(4,448)
34,816
30,368
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NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2005

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Business Activity:

W.R. RI‘CQ Financial Services, Inc. (the Company) was incorporated on July 25, 1994 and commenced

operatiqns in October of 1994. The Company is a broker-dealer engaged primarily in transactions in

securiti?s. The Company does business on a fully disclosed basis and, therefore, does not hold or

maintair‘w any customer accounts. The Company is a registered broker under the Securities Exchange
Act of 1934 and is a member of NASD (National Association of Securities Dealers, Inc.) and SIPC

(Securitlies Investor Protection Corporation).

Cash Equivalents:

For purposes of reporting cash flows, cash and cash equivalents include money market accounts and
any highly liquid debt instruments purchased with a maturity of three months or less.

Property and Equipment:

Expend‘itures for property and equipment, and for renewals and betterments which extend the
originalliy estimated useful life of assets, are capitalized. Expenditures for maintenance and repairs
are cha‘rged to expense. When properties are disposed of, the related cost and accumulated
depreciation are removed and gain or loss is included in the results of operations.

Depreci‘ation for financial reporting purposes is provided for principally on the straight line basis over
the estimated useful life of the assets.

Property and equipment which is stated at costs consists of the following:

Accumutated Book

Cost Depreciation Value

Leasehold improvements $ 19,760 $ 14,914 $ 4,846
Office Furniture and Equipment 22,852 19,803 3,049
$ 42612 $ 34,717 $ 7,895

Revenue:
Commission revenues are recorded on a trade date basis.

Use of Estimates:
The preparation of financial statements in conformity with generally accepted accounting principles

requires management to make estimates and assumptions that affect certain reported amounts and
disclosures. Accordingly, actual results could defer from those estimates.
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NOTES TO FINANCIAL STATEMENTS (Cont'd)
DECEMBER 31, 2005

NOTE 2 - MARKETABLE SECURITIES:

Investments in marketable equity securities are stated at fair market value. Cost and fair value of
marketable securities available for sale at December 31, 2005 are as follows:

Unrealized Fair
Cost Gain/(Loss) Value
2538 shares of The Nasdaq Stock Market, Inc. $ 32994 $§ 56,293 $ 89,287

3000 Warrants of National Association of Securities
Dealers, Inc. to purchase shares of The Nasdaq Stock
Market, Inc. 42,600 (42,600) 0

$ 75594 $ 13693 $ 89,287

NOTE 3 - RELATED PARTY TRANSACTIONS:

In November 1997 the Company began leasing office space from its majority stockholder. The
rent paid for 2005 was $14,700. There was no formal lease agreement as of December 31,
2005.

NOTE 4 - ADVERTISING:
Direct response advertising consists of various forms of media advertising.
NOTE 5 - NET CAPITAL REQUIREMENTS:

The Securities and Exchange Commission Uniform Net Capital Rule (Rule 15¢3-1) requires the

maintenar‘nce of a minimum net capital balance and requires that the Company's aggregate
indebtedness, as defined, may not exceed fifteen times net capital, as defined. At December 31,

2005, the {Company‘s net capital for regulatory purposes was $84,193, which exceeded its

required net capital of $5,000 by $79,193, and the percentage of aggregate indebtedness to net

capital wa‘s 12.91%.

NOTE 6 - RETIREMENT PLAN:

The Company maintains a retirement plan (Simplified Employee Pension) for all eligible
employees. For 2005 a Company contribution of $12,000 was made.

NOTE 7 - INCOME TAXES:

The Company has elected S-Corporation status and therefore the net income of the Company is
reported at the shareholder level.

NOTE 8 - COMPENSATED ABSENCES:

Employees of the Company are entitled to paid vacation, paid sick days and personal days off,
depending on job classification, length of service, and other factors. It is impracticable to
estimate the amount of compensation for future absences, and, accordingly, no liability has been
recorded in the accompanying financial statements. The Company's policy is to recognize the
cost of compensated absences when actually paid to employees.
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CREDITS:
Stockhold

DEBITS:

ers' Equity

Nonallowable Assets:

Property a
Receivabl

Prepaid Expenses
n Marketable Securities (89,287 X 30%)
Total Debits

Haircuts o‘

TOTAL CAPITAL
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COMPUTATION OF NET CAPITAL PURSUANT TO
UNIFORM NET CAPITAL RULE 15¢3-1
DECEMBER 31, 2005

nd Equipment
es From Non-Customers

MINIMUM NFT CAPITAL - THE GREATER OF 6 2/3% OF AGGREGATE
INDEBTEDT\\IESS OF $725 CR $5,000.

EXCESS NET CAPITAL

RATIO OF AGGREGATE INDEBTEDNESS TO NET CAPITAL

TOTAL AGGREGATE INDEBTEDNESS

$

$

120,815

7,895
1,675
266
26,786

36,622
84,193

5,000

79,193

12.91%

10,869

See the reconciliation of the computation of net capital pursuant to uniform net capital Rule 15¢3-1
he Company's corresponding unaudited Form X-17A-5 Part l|A Filing with the computation

included in t
included in t

his report.
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RECONCILIATION OF COMPUTATION OF NET CAPITAL
PURSUANT TO UNIFORM NET CAPITAL RULE 15c3-1
TO COMPUTATION IN CORRESPONDING UNAUDITED FORM X-17A-5
PART IIA FILING WITH THE COMPUTATION INCLUDED IN THIS REPORT
DECEMBER 31, 2005

NET CAPITAL AS REPORTED IN COMPANY'S DECEMBER 31, 2005 UNAUDITED
FILING OF PART IIA OF FORM X-17A-5 $ 64,787

NET AUDITED ADJUSTMENTS 19,406

NET CAPITAL AS REPORTED ON SCHEDULE 1 OF THE ADDITIONAL
INFORMATION $ 84,193
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STATEMENT REGARDING RULE 15¢3-3
DECEMBER 31, 2005

The Company is exempt from Rule 15¢3-3 of the Securities and Exchange Commission under
paragraph (K)(2)(ii) of that Rule.

-10 -
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rectors :

Financial Services, Inc.

aine 04101

and performing our audit of the financial statements of W.R. Rice Financial Services, Inc. at

year ended December 31, 2005, we considered its internal control structure, including
for safeguarding securities, in order to determine our auditing procedures for the purpose of
our opinion on the financial statements and not to provide assurance on the internal control

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission, we have made a
study of the practices and procedures (including tests of compliance with such practices and

procedure§

stated in R
under Rule
of Rule 15¢
the quarter
differences
securities U
because th

) followed by W.R. Rice Financial Services, Inc. that we considered relevant to the objectives

ule 17a-5(g) in making the periodic computations of aggregate indebtedness and net capital

17a-3(a)(11) and the procedures for determining compliance with the exemptive provisions
3-3. We did not review the practices and procedures followed by the Company in making
y securities examinations, counts, verifications and comparisons and the recordation of
required by Rule 17a-13 or in complying with the requirements for prompt payment for
nder Section 8 of Regulation T of the Board of Governors of the Federal Reserve System,

e Company does not carry securities accounts for customers or perform custodial functions

relating to customer securities.

The manag
structure a
responsibil
and related
procedures
procedures
objectives

ement of the Company is responsible for establishing and maintaining an internal control

nd the practices and procedures referred to in the preceding paragraph. In fulfilling this

ty, estimates and judgements by management are required to assess the expected benefits
costs of internal control structure policies and procedures and of the practices and

referred to in the preceding paragraph and to assess whether those practices and

can be expected o achieve the Commission's above-mentioned objectives. Two of the

of an internal control structure and the practices and procedures are to provide management

with reasonable, but not absolute, assurance that assets for which the Company has responsibility are

safeguarde

d against loss from unauthorized use or disposition, and that transactions are executed in

accordance with management's authorization in conformity with generally accepted accounting

principles.
preceding

Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the

paragraph.




W.R. Rice Financial Services, Inc.
February 14, 2006
Page Two

Because of|inherent limitations in any internal control structure or the practices and procedures referred
to above, errors or irregularities 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.

Our consnderatlon of the internal control structure would not necessarily disclose all matters in the
internal con‘trol structure that might be material weaknesses under standards established by the
American Ir‘wstltute of Certified Public Accountants. A material weakness is a condition in which the
design or operation of the specific internal control structure elements 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 coHtroI structure, including procedure for safeguarding securities, that we consider to be
material wéakness;es as defined above.

We underst‘and that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the Commission to be adequate for its purposes in
accordance with the Securities and Exchange Act of 1934 and related regulations, and that practices
and procedhres 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 Commission's

objectives.

This report lis intended solely for the use of management, the Securities and Exchange Commission, the
National Association of Securities Dealers and other regulatory agencies which rely on Rule 17a5(g)
under the Securities and Exchange Act of 1934 and should not be used for any other purpose.
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