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SEC File #8-32650 ‘

OATH OR AFFIRMATION

I, F. David Hollogway ‘ , swear (or affirm) that, to the best of

my knowlcdge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Holloway & Associates, Inc. 1 . as

of _ December 31 .20_05 . arctruc and correct. | further swear (or affirm) that

neither the company nor any partner, proprictor, principal officer or director has any proprictary intcrest in any account

classified solely as that of a customer, except as follows:
|

|

, Pregident — K\V

Notary Public /9//07

Vis report ** contains (check all apphcablc boxcs):

Th

M (a) Fucing Page.

(b) Statement of Financial Condition.

&l (¢) Statement of Income (Loss). :

O (d) Statement of Changes in Financial Condition.

(e) Statcment of Changes in Stockholders’ Equityi or Partners” or Solc Proprictors’ Capital.

(f) Statcment of Changes in Liabilities Subordmatcd to Claims of Creditors.

(g) Computation of Net Capital.

(J (h) Computation for Determination of Reserve chunrcmcnts Pursuant to Rule 15¢3-3

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

3 () A Reconciliation, including appropriatc cxplun‘gtion 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.

1 (k) A Recconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation. \

(1) An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report.
(n) A reportdescribing any material inadequacies found to cxist or found to have existed since the date of the previous audit.
. {(0) Statement of Cash Flows ‘

For conditions of confidential treatnient of certain pom()ns of this filing. see section 240.17a-5(e)(3).

ooa
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117 Bay Street Unit D
Wallace & Company, CPA’s 117 Bay Sree
Easton, Maryland 21601

Phone: 410.822.9306
Fax: 410.822.9309

The Board of Directors
Holloway & Associates, Inc.
One Mill Place, Suite 101
Post Office Box 1558
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Easton, Maryland 21601-1559 \

INDEPENDENT AUDITORS' REPORT

t
We have audited the accompanying statement of financial condition of Holloway & Associates, Inc. as of
December 31, 2005, and the related statements of income, changes in stockholder's equity, the
computation of net capital requirement 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 responsrbllrty is to express an opinion on these financial statements
based on our audit. t
We conducted our audit in accordance with audmng 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. ]
As described in Note 1, the accompanying financial statements, including the net capital computation,
were prepared as required by the Securities and Exchange Commission.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Holloway & Associates, lnc as of December 31, 2005, and the results of its operations
and its cash flows for the year then ended in conformlty with accounting principles generally accepted in
the United States of America. ‘

Our audit was conducted for the purpose of formrng an opinion on the basic financial statements taken as
a whole. The supplemental 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 ruie 17a-5 of
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 whole.

|

Easton, Maryland

|
t
i
February 10, 2006 ' l\
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

. PART lIA _
1 i
BROKER OR DEALER  HOLLOWAY & ASSOCTATES|, INC. N 3
5 |
‘ | AREREN
STATEMENT OF FINANCIAL GONDITION FOR NONCARRYING, NONCLEARING AND
CERTAIN OTHER BROKERS OR DEALERS
ﬂ as of (MMDDAYY)__ 12/31/05 99
; SEC FILENO._ 8=-32650 98
\ Consolidated [ [ 1758
i Unconsolidated I | [ 199
i
; Allowable Non-Allowable Total
R - OO R § 6,395 200 $ 6,395 750
2. Receivables from brokers or dealers: \
A. Clezrance actount .......cccvivrieemreeernrinnaerssanenns % ! 295
B. Other 1 300 (% 550 810
3. Receivable from NON-CUSIOMENS ..c....u.vveereeerrsveseesnens 10,696 355 600 | % 10,696 830
4, Securities and spot commodities }»
owned at market value: \
A. Exempled SECUNHES ........ococvevreeverevsnrereerennsinnnenne 1 418
B. Debt securities i 419
C. Options...cveecenae,
D. Other securities . 424
E.  SPOt COMMOGItIES ...cvvvvnrvecirrerirerrreerereeiiessens % 430 ['850
5. Securities and/or other investments I
not readily marketable:
A, Atcosty $ 130 \
B. Atestimated fair value ..o i 1440 610 860
6. Securities borrowed under subordination i
agreements and partners’ individual and capital :
securities accounts, at market vaiue: ' 460 630 l 880
A. Exempled !
securities $ 150] ;
B. Qther !
securities $ 160 ;
7. Secured demand NOES: ...................cocrrrrrrseorerroreen | 470 [6a0 890

Market value of collateral: |

A, Exempted |

securities $ [170] i

B. Qther !

securities $ ] 180 ‘
8. Memberships in exchanges: !

A. Owned, at |

market  $ 190 |

B. Owned, @t COSt ...t 3 [e50

C. Contributed for use of the company, at !

MAKEL VAR .......oooecocrrveeensrs e aceseccnianes ‘ v 660 900
9. Investment in and receivables from affifiates, |

subsidiaries and associated partnerships ..., i 480 670 910
10. Property, furniture, equipment, leasehold ' .

improvements and rights under lease agreements,

at cost-net of accumulated depreciation and ‘

AMOMHZALION .ovvevocverreeeeieeseceee b s esresseseses s | 430 680 |% 920
11. Other assets ...... EREPAID EXPENSES .. ‘ 535 4,809 735 4,809 930
12, TOTAL ASSETS woooocoooseeeeeseeeserressesssseeernessssee %5 17,091 540 | $ 4,809 740 | § 21,900 940

| OMIT PENNIES

w
SEE ACCOMPANYING NOTES AND AUDITORS' REPORT.

|
|
I
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
_PART lIA

BROKER OR DEALER  HOLLOWAY & ASSOCIATES, INC. asof _12/31/05

STATEMENT OF FINANCIAL CpNDIﬂON FOR NONCARRYING, NONCLEARING AND
CERTAIN OTHER BROKERS OR DEALERS

LIABILITIES AND OWNERSHIP EQUITY

Al Non-A.l
Liabilities : Liabilities Liabilities Total
13. Bank loans payable ......... SR ON 3 i 1045 $ [1255]%: § 1470
14, Payable to brokers or dealers: |
A, Clearance atCouNt .......cocereverreencmrrerecisranaen ; 1114 1315 1560
B. Other ..o %o . 1115 1305 1540
15. Payable to non-customers ‘ 1155 1355 1610
16. Securities sold not yet purchased,
AU MAIKEE VAILE c.ovresorcvcernrecrsecssennanneenssssienecseers ! 1360 1620
17. Accounts payable, accrued liabilities, !
XPENSES AN OMNET ...eooorerereereeessessosssessesssssnesinas 5,427 1205 1385 5,427 [1685
18. Notes and mortgages payable: ‘
A Unsecured ! 1210 1690
B, SBCURRG ...coooveeeereriear s cresreresanronera e ‘ 12117, {1330} -, 1700
19. E. Liabilities subordinated to claims !
of general creditors: '
A, Cash DOmOWINGS: ....ocevvree e ireerc ez ssanas ; 1400) 1710
1. from outsidersy & [970 ?
2. includes equity subordination (15¢3-1(d :
of ... 3 980 |
B. Securities borrowings, at market value ............ ‘ {1410] 1720
from outsiders $ 980 ] ‘
C. Pursuant to secured demand note i
collateral agreements .......c..cccceveveeeivernnne. 1420 1730
1. from outsiders § {1000] l
2. includes equity subordination (15¢3-1(d ,
of ... $ 1010 !
D. Exchange memberships contributed for N
use of company, at market value ..............c........ ‘ [1430] 1740
£. Accounts and other borrowings not ;
qualified for net capital pUrpoSes ...........ccoeveeenv. 1 1220 1440 1750
20, TOTAL LIABILITIES .oooooo oo $ 0,427 1230] $ 1450] $ 2,427 1760
Ownership Equity |
I8 PROPIBIOISIID ......covvvvvvaeeeseceemsesaesess e cosssosese e esesreseseseseesssboss st b oo sen s s %3 1770]
" utnership (limited partners) ! 1020{) 1780]
i anoration: '
© PTIBITEA SIOCK ......eeevrvreercoeresioretieresiasesssass s sns st es e bes e st as 21 b8t bs b2 s R Bs s 8840 1 et 483 rne b s bbb an s 1791
Common stock .1000.. AUTHORIZED,.. ISSUED..AND. QUTSTANDING,..NQ..PAR. VALUE. 1,000 1792
AQGIIONal PAI-IN CAPIAL ..vevorrcsvesevsessesrereessnisssns s oo Do oveosssssssssses s o s s 7,818 1793
RBLGINEA BAMINGS .cvevevvreveseonereseoressosessonessseeseeseosseressssenesssesess st £sesesssbeseessesemnessesssse st sesesesseseesessssssseeseressessarasensensesenssmmenesssssresessens 7,655 794
5 TOR ccsueveoessesveees oot essssee s ssessse s e et e s s s s 16,473 795
i. Less capital stock in treasury ... e T ( ) 1796
TOTAL OWNERSHIP BQUITY oottt ts s st s ab st a s sana s $ 16,473 1800
TOTAL LIABILITIES AND OWNERSHIP EQUITY ...ttt ce e stesa st sb st st s e an s s mraton $ 21,900 1810
|
i
| OMIT PENNIES

SEC 1696 (02-03) 5 of 16
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
~ PARTIIA

\
SEE ACCOMPANYING NO'ﬁES AND AUDITORS' REPORT.
|

3
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i

BROKER OR DEALER HOLLOWAY & ASSOCIATES, INC. as of 12/31/05
|
COMPUTATION OF NET CAPITAL
1. Total ownership equity 1rom Statement of FINANCIAl CONTHION ......v..v..sesereeeremeeresrersssoeesesesseseresssesesessessesesemsessssssseesessssseeeseesssmssseseess $ 16,473 3480
2. Deduct ownership equity not allowable fOr NEt Capital ............cc.eceiniiinisiicncenesienieserssnssss s nisssssesssessssesescsarenmossscessssassonsen % ( . il 3490
3. Total ownership equity quafified for Net Capital ......ccoovvvcernvenrenennrnnenns s . 16,473 3500
4. Add:
A. Liabilities subordinated to claims of general creditors allowable in computanon of net capital 3520
B. Other (deductions) or allowable credits {List) . 3525
5. Total capital and allowable subordinated liabilities $ 15,475 3530
6. Deductions and/or charges: i
A. Total non-allowable assets from = .
Statement of Financial Congition (NOtes B 300 C) .ovreeeroreerecerseereeeemsemeessseessememsemsren 113 4,809 3540
B. Secured demand note delinQUency .......ccccerccrcerercniens . 3590
C. Commeodity futures contracts and spot commodities -
proprietary capital charges .......
D. Other deductions and/or charges ........... 4,809 3620
7. Other additions and/or allowable credits (List) ........ 3630
8. Net capital before haircuts on securities positions 11,664 13640
9. Haircuts on securities (computed, where applicable, pursuant to 15¢3-1(f)):
A. Contractual securities commitments 3660
8. Subardinated securities barrowings 3670
C. Trading and investment securities:
1. EXeMPLRd SBCUMHES .....cvvureieecrriie e eirsisnieies et "8 3735
2. Debt securities ... 3733
3. Options ...... 3730
4, Other securities .. 3734
D. Undue Concentration . 3650
B OMEI (LIST) ettt en s ottt 3736] ( ) 3740
0. NEE CADIAL ..o s .8 11,664 [3750]
OMIT PENNIES

SEC 1696 (02-03) 7 of 16
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
. PART lIA

BROKER OR DEALER HOLLOWAY & ASSOCIATES » INC. asof _12/31/05

COMPUTATIQN OF NET CAPITAL REQUIREMENT

Part A
11. Minimum net capital required (6%,% of HNE 19} ..ccccccerermsmmmsmsssessmses et s e e $ 0 3755
12. Minimum dollar net capital requirement of reporting broker or dealer and minimum net capital requirement

of subsidiaries computed in acCOrdance With NOIE (A) ...t s s e b et as e st ses e en s ses st msssesoe 5,000 3758
13. Net capital requirement (greater of line 11 0r 12) .......ov.... . 5,000 3760

14. Excess net capital (fine 10 less 13) ...

R 6,664 3770
15. Excess net capital at 1000% (line 10 less 10% ot Ime 19)

11,121 3780

COMPUTATION OF AGGREGATE INDEBTEDNESS
|

16. Total A.l. liabilities from Statement of Financial Condition ..................... RO 3 5,427 3790
17. Add: :
A, Drafts f0r iMMEIate CTRAI .......c.uvveeemeeerersessssnnmessessseessssessonssssssasssessssmrsssssssssasssssasssssnnes W [3800]
B. Market value of securities borrowed for which no equivalent value -
IS PaIG OF CTBAIEA ...t b e st st b e $ 3810
C. Other unrecorded amOUNtS (LISE) ......ccoorevevriemiieirirececri e et 3820] % 3830
18. TOkAl AQGTEOAE IAEDIEANESS ..oovosoccvevvevosesseeesearesseeressess s esoses s ssoeioes s ssssseessssscsssesssssssscesseooemsreeoseresoereoesrrsereeresresmnoerrees $ 5,427 3840
19. Percentage of aggregate indebtedness to net capital (iine 18 + by fine 10} ........vvvvveees % 46.537 3850
20. Percentage of debt to debt-equity total computed in accordance with Rule 15€3-1(d) ....ccvveiieiniinicierereer v % 0007 3860

COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT

Part B ;
21. 2% of combined aggregate debit items as shown in Formula for Reserve“ Requirements pursuant to Rule 15¢3-3
prepared as of the date of the net capital computation including both brokers or dealers and consolidated subsidiaries’ debits........... $ (3970
22. Minimum dollar net capital requirement of reporting broker or dealer and ‘minimum net capital requirement ot
subsidiaries cOmMpuUted in ACCOTAANCE Wt NOIE (A) .....vvrvireeer s cesvessssesesmeasasasssres s s es o sos s st easessassssss s essensessssnesins %8 3880
23. et capital requirement (greater of line 21 ar 22) ... e 3 3760
24, Exce8S CAPIAl (N8 101855 23) ...vivmriicioniriininiccrsin st s ss s ssasas s s s s $ 3810
25. Met capital in excess of the greater of:
A. 5% of combined aggregate debit itemSs 0F $120,000 ..........ovviierrei vt ettt $ 3920
|
NOTES: !
|

¢/ The minimum net capital requirement should be computed by adding the | mlmmum dollar net capital requirement of the reporting broker dealer and, for each

cubsidiary to be consolidated, the greater of:
. Minimum doMar net capital requirement , or :
2. 8%% of aggregate indebtedness or 4% of aggregate debits if alternative method is used.

#y Do not deduct the value of securities borrowed under subordination agreements or secured demand note covered by subordination agreements not in satisfactory form
and the market values of memberships in exchanges contributed for use of company (contra to item 1740) and partners’ securities which were included in non-allowable
assets.

ity For reports tiled pursuant to paragraph (d) of Rule 17a-5, respondent should proyide a list of material non-ailowabie assets.

|
SEE ACCOMPANYING NOTES AND AUDITORS' REPORT.

b
|
4
'
i
|
|
'
i
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
~ PART IIA

BROKER OR DEALER HOLLOWAY & ASSOCIA"IES » INC.

\ Number of months included in this statement 12 3931
STATEMENT OF INCOME (LOSS)
REVENUE 1
1. Commissions: ‘
a. Commissions on transactions in exchange listed equity Securities executed 0N an BXChANGR ..........evvcvececvriceeeesierieeee i $ [3935]
b. Commissions on listed 0ption tranSactions .........ccccvemiriecenm s ssereenes . %s 3338
c. All other Securities COMMISSIONS ............rerevrsreen ANNUTTTES ~ 250,473 3939
0. TOUal SECUMHES COMIMISSIONS ....ouerriersiieririsssscrsesiseesesis st sessesss ebas e sbasssrssesbes st ettt ap st sasbsnsasssosse e bR soes e besens st otnseba st emsabrene 3940
2. Gains or losses on firm securities trading accounts :
a. From market making in options on a national securities exchange .. 3945
b. From all other trading ‘ 3948
C. Total Qain (I0SS) ...ovvoveerrireieretrecmseasies s e bsnrse e s 3950
3. Gains or losses on firm securities investment accounts 3952
4. Profit (loss) from underwriting and selling groups ...........cccccereenmnreencnas OOV O SO OOy SO PO PP SO PTPHORESOO % 3955
5. Revenue from Sale of investment COMPANY SNATES ..............weweeeerrrerses secccereresosns MUTUAL. FUNDS. ..o 45,615 3970
6. Commodities revenue ‘ 3990
7. Fees for account supervision, investment advisory and administrative serv:ces ................................................................................. 3975
B, OIET TBVENLE +ovvvveeeeveeeee e eeeooor oo eeseeeseressees et seseeessesseesenseseeseesese st erseeenerenrens INTEREST. INCOME. 37 3995
Q. TOMAI TRYBNUR «...vveeeeeee e eeeos s eeeesse e esessessesesseseesessasesessesssesere e esearases e s et ss e s era et et ae s emt s ee s et st es s st essenssesstreseore s $ 296,125 4030
|
EXPENSES i
10. Salaries and other employment costs for general partners and voting SIOCKNOIGEY OfICES ..o e 77,957 4120
11. Other employee compensation and benefits “ 2,324 4115
12. Commissions paid to other broker-dealers 4140
13, HHBTESE BXPBNSE .ovve e rinrcrnes et ecesenee s anrnensna s 4075
a. Includes interest on accounts subject to subordination agreements |
14. Regulatory fees and expenses 4195
15. Other expenses .............u... 96,749 4100
16, TOLAl BXPENSES ....veovreierecree e sscnsasessessnss s sneenssssssssanssnssnon SO O U O VOO OTESTPOUTOOTOROTON $ 177,030 4200
|
NET INCOME !
17. Income {l0ss) before Federal income taxes and items below (em 9 IeSSIMEM 18).........vovovscrsvsrnimcsssicnrcscsrsc s $ 119,095 4210
18. Provision for Federal income taxes (for parent Only) ............evvreveresrieecns R e AR e et % 4220
19. Equity in earnings (losses) of unconsolidated subsidiaries not included above . 4222
a. After Federal iNCOME taXES OF .ooevvvvvveveerrecconenrscsrisremen e seeeescreseees et
20. Extraordinary gains (losses) ‘ 4224
a.  After Federal income taxes of ........ccooveicnicnnce
21, Cumulative effect of changes in aCCOUNING PRINCIPIES ...ovvroviiriirreeriaiie e eeee st ess et a e sns s et veseares bt sspessasasesenes 4225
22. Netincome (loss) after Federal income taxes and extraordinary BMS ...l .u.v..eeeuiureressonresssssensmsesrssansasissssseseesesnmassssssssasasssssesseesces $ 119,095 4230
|
MONTHLY INCOME ‘
23. Income (current manth only) before provisicn far Federal income taxes and EXUTAOLAINANY IEIMS .ovvvvvvevrsieeervassoesenneesssssseessessennenss $ 13,137 14211

* For the period (MMDDYY) from%010105 [3939to1 23105

|
|
\

SEE ACCOMPANYING NOT;ES AND AUDITORS' REPORT.
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FINANCIAL AND OPERATIOI\\IAL\COMBINED UNIFORM SINGLE REPORT
~ PART IIA

BROKER OR DEALER HOLLOWAY & ASSOCIAiES » INC.
!
\
: For the period (MMDDYY) fromQ10105 t0 123105

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

. Balance, Deginning of PEFOG ..................cormreeesimrersoreerereresceseereresseseens ettt e et e $ 35, 638 [74240
AL INBLHICOME [1055) ..vvveooeieveeereeeveeeesveeeeesiseesesessemn s eessmeseestsesses s sseeeanasessses e eereens e eerereeeseseseme s neenreesesresesseeesseresesreacrsmees 119,095 4250
B. Additions (Includes non-confarming capital of ...... [4262)) 4260

C. Deductions (Includes non-conforming capital of ; 4272]) 138,260 f4270

. Balance, end of period (FIOM Hem 1800) ... IR e s 16,473 [49950

|
STATEMENT OF CHANGES IN LIABILITIES SUBCRDINATED
TO CLAIMS OF GENERAL CREDITORS

. Balance, beginning of period ............................................................................................. ) 4300

A. Increases 4310

B. Decreases ‘ 4320

. Balance, end of period (From item 3520} ..o et res st ees ettt et e $ 4330

| OMIT PENNIES

6

|
i
\
|
i
SEE ACCOMPANYING NQTES AND AUDITORS' REPORT.
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HOLLOWAY & ASSOCIATES, INC.
STATEMENT OF CASH FLOWS

FOR THE YEAR|ENDED DECEMBER 31, 2005
|

CASH FLOWS FROM OPERATING ACTIVITIES

Cash Received From Commissions
Interest Received

Cash Paid to Suppliers and Employees
Cash Paid — Advances to Officer

NET CASH FROM OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase Fixed Asset
NET CHANGE IN CASH
CASH AND EQUIVALENTS AT 12/31/04

CASH AND EQUIVALENTS AT 12/31/05

Net Profit
Operating Activities:
Distribution to Shareholder
(Increase) Decrease in Assets:
Accounts Receivable
Prepaid Expenses
Increase (Decrease) in Liabilities:
Accounts Payable
Accrued Liabilities

TOTAL ADJUSTMENTS

NET CASH PROVIDED BY OPERATI

Non-Cash ltems:
Distributions to Shareholder

Supplemental Disclosures of Cash Flow Information:

Cash Paid for Interest Expense

Income Taxes Paid (See Notes to Fina‘ncial Statements)

|
i
i
I

|
N
[

I

|
|

I
|

G ACTIVITIES

(138,260)

12,908
700

(451)
668

See Accompanying Notes and Auditors’ Report
7

308, 997

37
(176,114)
(138, 260)

(5,340)

(5,340)

11,735

6,385

119,095

(124,435)

(5,340)




NOTE 1.

NOTE 2.

!
|
|
|
1

HOLLOWAY & ASSOCIATES, INC.
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2005

FORM OF PRESENTATION |

These financial statements are presented as the Annual Audited Report Form X-17A-5,
Part 1A, as required by the Securities and Exchange Commission. This information is
required of brokers and dealers. Holloway & Assaciates, Inc. holds membership in the
National Association of Securities Dealers, and, as such, is also required to file an annual

- report with that association. |

SIGNIFICANT ACCOUNTING POLICIES

Significant accounting policies|are as follows:

Property and Equipment

|
The major groups of equipment consist of:

Machinery and Equipment $ 11,595

Furniture and Fixtures 5298
; 16,893
\
Less Accumulated Depreciation 16,893
|
TOTAL | $ 0

Depreciation ‘

Depreciation is provided primarily on accelerated methods, including IRS Code Section
179 deductions, used for federal income tax purposes over the applicable life of the
depreciable asset. All fixed asfsets have been fully depreciated. Depreciation expense for
2005 was zero. |

Income Taxes

The Company has elected to have its income taxed under Subchapter S of the Internal
Revenue Code, which provides that, in lieu of corporate income taxes, the shareholder is
taxed on his proportionate share of the Company’s taxable income. Therefore, a
provision or liability for federal or state income taxes is not included in these financial
statements. In addition, deferr‘ed income taxes have not been caiculated.

Minimum Net Capital Requirement

Effective July 1, 1994, the Company must maintain minimum net capital of $5,000.

Cash Equivalents ;
|

For purposes of the statement,of cash flows, the Company considers all highly liquid
investments purchased with a maturity of three months or less to be cash equivalents.
|
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HOLLOWAY & ASSOCIATES, INC.
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2005
3
i

SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

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 certain reported amounts and disclosures. Accordingly, actual
results could differ from those estimates.

Cash Management

The Company invests its working cash balances in interest bearing accounts whenever
possible. Cash accounts are adequately covered by FDIC insurance at the end of the

calendar year. ‘

Risk Management |

The Company carries commercial general, property, employee, and liability insurance
coverage. Insurance needs and coverage are reviewed periodically.

LEASE AGREEMENTS

The Company leases office space under a two-year operating lease, which terminated
July 31, 2005 and was renewed until July 31,2007. Office rental expense was $14,250 for
the year ended December 31,.2005.

Minimum payment obligations under these leases for the next five years are as follows:

2006 | $ 15248
2007 | 8.894

TOTAL $ 24142

Receivables at December 31, 2005 consisted of:

Commissions Receivable $ 10,696
Interest Receivable Frpm Shareholder 0
Note Receivable From Shareholder 0
TOTAL ! $ 10,696

|
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NOTE 6.

|
%

HOLLOWAY & ASSOCIATES, INC.
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2005

|

\
RELATED PARTIES

The 100% shareholder of the Company also operates an insurance business as a sole
proprietorship. Secretarial services are provided to the Company from the sole
proprietorship in exchange for the use of the office space. The Company and the sole
proprietorship share auto and bther expenses. Allocations for shared office expenses
have been made between the Company and the sole proprietorship.

10



FINANCIAL AND OFERAT!ONAL COMBINED UNIFORM SINGLE REPORT
__PART IIA

|
BROKER OR DEALER HOLLOWAY & ASSOCIATES, INC. asof _12/31/05 J

EXEMPTIVE PROVISION UNDER RULE 15¢3-3

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

A {%){1) — $2,500 capital category as per Rule 15¢3-1 .coo....v.n) e eessmses s sseeeesseessese ettt eees s sea e en e s e e X 4550}
B. (k){2){A) — “Special Account for the Exclusive Benefit of customérs" MANMAINE ....covivvrrerrrrerirnr e essesseserisreessassssenseessesiessenas 4560
C. (k)(2)(B) — All customer transactions cleared through another brfj)ker-dealer on a fully disclosed basis.

Name of clearing firm%, | ]4_35] 4570
D. (k)(3) — Exempted by order of the Commission (include Copy Of IBHET) ........ccererrerierrinieninereressie st s ssseenens 4580

Ownership Equity and Subordinated Liabiliﬁes}mamring 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 Proposed | Amount to be
Withdrawal or i Withdrawn (cash (MMDDYY) Expect
Accrual I Insider or amount and/or Net Withdrawal or to
(See below ! Qutsider? Capital Value of Maturity Renew
for code } Name of Lender or Contributor | {inor Out) Securities) Date (Yes or No}
% 4600) 4601] ! [4602 [4603] [4604 {4605
%2 4610 4611 ' [4617] 4613] 4614 4615
i
% [4620 4621] | 4622 4623 4624 4625
% 4630 4631] 4632 [4633 [4634 [4635
% 4640 4641] | 4642 4643 4644 2645
|
w Total $% [4639)
' OMIT PENNIES

instructions: Detail Listing must include the total of items maturing during the six month period following the report date, regardless of whether or not the capital contribution is
expected to be renewed. The schedule must also include propdsed capital withdrawals scheduled within the six month period following the report date including
the proposed redemption of stock and anticipated accruals which would cause a reduction of Net Capital. These anticipated accruals would include amounts of
bonuses, partners’ drawing accounts, taxes, and interest on capital, voluntary contributions to pension o profit sharing plans, etc., which have not been deducted
in the computation of Net Capital, but which you anticipate will be paid within the next six months.
I

WITHDRAWAL CODE: DESCRIPTIONS i

1. Equity Capital !
2. Subordinated Liabilities
3. Accruals

!
SEE ACCOMPANYING NOTES AND AUDITORS' REPORT.
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SUPPLEMENTAL SCHEDULE |

HOLLOWAY & ASSOCIATES, INC.
RECONCILIATION OF AUDITED AND UNAUDITED
COMPUTATION OF NET CAPITAL
YEAR ENDI?D DECEMBER 31, 2005

Net Capital Per Unaudited Focus Report as of ‘1 2/31/05 $12,707

Adjustment of Receivables From Non-Customérs (Line 355):
Add Additional Commissions Receivable 1 2,004

Adjustment of Accounts Payable (Line 1205):

1
\
i
\
[

Add Accounts Payable Adjustment (2,972)
Add Accrued Liabilities T (75)
|

Net Capital Per Audited Focus Report as of 12/31/06 $ 11,664

|
See Accompanying Notes and Auditors’ Report
| 12
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SUPPLEMENTAL SCHEDULE I

HOLLOWAY & ASSOCIATES, INC.
RECONCILIATION OF AUDITED AND UNAUDITED STATEMENT
OF CHANGES IN OWNERSHIP EQUITY
YEAR ENDED DECEMBER 31, 2005

Total Ownership Equity Per Unaudited Focus I%eport

as of 12/31/05 | $ 18,216
Change in Net Income ‘ (296)
Distributions to Shareholder | (1,447)
Total Ownership Equity per Audited Focus Report

as of 12/31/05 $ 16,473

See Accompanying Notes and Auditors’ Report
! 13
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‘ 117 Bay Street Unit D
Wallace & Company, CPA’s 117 Bay Stree

‘ Easton, Maryland 21601

Phone: 410.822.9306
Fax: 410.822.9309

Board of Directors
Holloway & Associates, Inc.
One Mill Place, Suite 101 :
Post Office Box 1559

Easton, Maryland 21601-1559

INDEPENDENT AUDITORS' SUPPLEMENTARY
REPORT ON INTERNAL CONTROL STRUCTURE REQUIRED BY
SEC RULE 17a-5

In planning and performing our audit of the financial statements of Holloway & Associates, Inc. for the year
ended December 31, 2005, we considered its internal control structure, 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 the internal control structure.

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 followed by Hdlloway & Associates, Inc., inciuding tests of such practices
and procedures that we considered relevant to:the objectives stated in rule 17a-5(g): (1) 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(e); (2) making the quarterly securities examinations,
counts, verifications and comparisons, and the recordation of differences required by rule 17a-13; (3)
complying with the requirements for prompt payment for securities under section 8 of Regulations T of the
Board of Governors of the Federal Reserve System; and (4) 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 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 internal control structure pohc:es and procedures, 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 Commission's above-mentioned objectives. Two of the objectives 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 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
accordance 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.

14



Board of Directors ‘
Holloway & Associates, Inc. ‘
Page 2 ‘

i
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 consideration of the internal
control structure would not necessarily disclose all matters in the internal control structure that might be
material weaknesses under standards established by the American Institute of Certified Public
Accountants. A material weakness is a condmon in which the design or operation of the 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 the assigned functions.
However, we noted no matters involving the internal control structure, 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 Commission 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 Commission's objectives.

This report is intended solely for the use of management, the Securities and Exchange Commission, the
New York Stock Exchange, 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 should not be
used for any other purpose.

Easton, Maryland ]
February 10, 2006 ‘
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