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‘OATH OR AFFIRMATION

1, JIM WILLIAMS : , swear (or-affirm) that, to-the best of

my knowledge and belief {he accompanying financial statement-and supporting schedules pertaining to the firm of
ELECTRONIC GLOBAL SECDRITIES, TNC. , BS

of DECEMBER. 31 ,2005 | aretrue.and correct. [ further sweer (or affirm) that

neither the company nor any pattner, propricior, p_nihgipal- ‘ofﬁber or director has any. propriefary interest inany account
classified solely-as that of:a‘cusiomer, except-as.follows:
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This report *¥ ccontains (check all appltcable boxes):

2y -{a) Facing Page,

1] (b) Statement of Financial Condmon

B (c) Statement of Income (Loss).

{d) Statement of* Charniges in Financidl-Condition.

id| (e} Statement’ of Chianges in Stockholders’ Bqiiity. oF Partnets’ or Sole Proprietors’ Capital.

O Statément of Chanpges in Liabilities Subordinated to Claims.of Creditors;

& (2) Computation of Net‘Capital.

0 (h) Comptiistion. for Determination 6 Reserve: Requiterments Pursuant, to. Rule 15¢3-3.

[1 (). Informaiion Relating.to.the: Passcsswn ‘or Control Requirements Under Rule 15¢3-3,.

Egl () A-Reconcilidtion; including: appropnale explanation of the Computatjon of Nel Capnal Under Rule.15¢3-3 and the
Computation for Datermination of the:Reserve: Requirements Under Exhibit. A of Rule 15¢3-3.

|98 (k) A Redantilidtion between the audited-and unandited Statements.of Financial Cnndmun with respect'lo methods.of
consolidation. ‘

() An Otk or Affirmation.

O (m) A copy.of the: SIPC. Supplemcnm] Repon

B () M R R RO RS 4 EE E L -3 : i
Independent audifors’ supplemental report on 1nterna1 accounnng controls .

=*Eor condifions of confidantiat rrenmmnr of cer{ain.portions of this fi iling. see section 340.17a-5(e)(3):
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%INDEPENDENT AUDITORS’ REPORT

To the Shareholder
Electronic Global Securities,j Inc.
New York, New York ‘

We have audited the accompal;ying statement of financial condition of Electronic Global Securities, Inc. (a
wholly-owned subsidiary of Advanced Financial Applications Limited as of December 31, 2005, and the
related statements of operation“s, changes in stockholder’s equity and cash flows for the year then ended for
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 thelamounts 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. 3

In our opinion, the financial staftements referred to above, present fairly, in all material respects, the financial
position of Electronic Global Securities, Inc. 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. :

QOur audit was conducted for tbe purpose of forming an opinion on the basic financial statements taken as
a whole. The information contained on pages 11 through 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 whole, and in conformity with the
rules of the Securities and Exchange Commission.

%“f‘*{/ Evconic @Wy

CERTIFIED PUBLIC ACCOUNTANTS

New York, New York
February 21, 2006
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ELECTRONIC GLOBAL SECURITIES, INC.
(A Wholly-Owned Subsidiary of Advanced Financial Applications Limited)

SfATEMENT OF FINANCIAL CONDITION
|

| DECEMBER 31, 2005
ASSETS
Cash and cash equivalents $ 205,747
Due from clearing broker 30,997
Accounts receivable 25,220
Prepaid expenses and other assets 14,553
Furniture and equipment, net of accumulated depreciation of $119,565 32,387
‘ $ 308.904
LIABILITIES AND STOCKHOLDER’S EQUITY
j
LIABILITIES: :
Accounts payable and accrued expenses $ 65779
Due to related parties i 27.792
i
Total liabilities 93.571
STOCKHOLDER’S EQUITY:
Common stock, 100,000 shares authorized,

23,000 shares issued and outstanding 75,000
Additional paid-in capital 4,441,709
Accumulated deficit (4.301.376)

Total stockholder’é equity 215,333
$ 308,904

i
|
The accompanying notes are an integral part of these financial statements.
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EILEC’FRONIC GLOBAL SECURITIES, INC.
(A Wholly-Owned Subsidiary of Advanced Financial Applications Limited)

| STATEMENT OF OPERATIONS

.~ YEAR ENDED DECEMBER 31, 2005

REVENUES:
Commission income : $ 595,156
License fees i 29,350
Interest ‘ 1,146
625.652
EXPENSES: |
Clearing and execution costs 291,058
Compensation costs | 333,199
Communications and data pr;ocessing 376,809
Professional fees | 22,300
Depreciation | 24,000
Regulatory fees 23,239
Occupancy 18,734
Other operating expenses 18.346
1,107.685
NET LOSS f $(482.033)

|
|
The accompanying notes are an integral part of these financial statements.
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EILECTRONIC GLOBAL SECURITIES, INC.
(A Wholly-Owned Subsidiary of Advanced Financial Applications Limited)

STATEME\‘NT OF CHANGES IN STOCKHOLDER’S EQUITY

" YEAR ENDED DECEMBER 31, 2005

ADDITIONAL
| COMMON STOCK PAID-IN ACCUMULATED
 _SHARES _AMOUNT _ CAPITAL DEFICIT TOTAL
BALANCE - January 1,2005 23,000 $75,000 $4,291,709 $(3,819,343)  $547,366
Capital contributed ; - - 150,000 - 150,000
Net loss _ - - (482.033)  (482.033)
BALANCE - December 31, 2005 23,000 $75.000 $4.441.709 $(4301376)  $215333

\
The accompanying notes are an integral part of these financial statements.

i
|
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ELECTRONIC GLOBAL SECURITIES, INC.
(A Wholly-Owne;d Subsidiary of Advanced Financial Applications Limited)

' STATEMENT OF CASH FLOWS

| YEAR ENDED DECEMBER 31,2005
i

\
CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss
Adjustments to reconcile net loss to net
cash used in operating actlvmes
Deprec1at10n

Decrease in due from c]earmg broker

Decrease in deposit with clearing broker

Increase in account receivable

Decrease in other receivables

Increase in prepaid expenses

Increase in deposits

Decrease in accounts payable and accrued expenses
Decrease in due to clearing broker

Decrease in due from/tb related parties, net

NET CASH USED IN OPEMTNG ACTIVITIES

CASH FLOWS FROM mVESTmG ACTIVITIES

CASH FLOWS FROM FINAN‘CING ACTIVITIES:
Capital contributed

NET CASH PROVIDED BY FINANCING ACTIVITIES

NET INCREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVAL;ENTS - beginning

CASH AND CASH EQUIVAQENTS - ending

SUPPLEMENTAL DISCLOSI;JRES OF CASH FLOW INFORMATION:

Cash paid during the year foﬁ:
Income taxes ;

The accompanying notes are an integral part of these financial statements.
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$(482,033)

24,000

33,057
149,428
(25,220)
13,585
(5,019)
1,237
(11,872)
(11,946)

311.597

(3.186)

150,000
150,000
146,814

58,933

$ 205,747

§ 3818




ELECTRONIC GLOBAL SECURITIES, INC.
(A Wholly-Owned Subsidiary of Advanced Financial Applications Limited)

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2005

NOTE 1 - SUMMARY OF SICNIFICANT ACCOUNTING POLICIES

Organizational Structure and Business Activity

Electronic Global Securities, Inc. (the “Company”), a California corporation, was incorporated in 1999,
and is a wholly-owned subsidiary of Advanced Financial Applications Limited (“AFA Limited), a
foreign corporation. The Company is registered as a broker-dealer under the Securities and Exchange
Act of 1934, and is also a nj1ember of the National Association of Securities Dealers.

The Company, located in New York, New York, introduces all customers’ securities business to another
broker-dealer on a fully disclosed basis. The clearing and depository operations for the customers’
accounts are performed by ﬁhe clearing broker. Pursuant to an agreement between the Company and its
clearing broker, the broker has the right to charge the Company for unsecured losses that result from a
customer’s failure to complete securities transactions.

The Company is exempt from the requirements of the Securities and Exchange Commission (“SEC”) rule
15¢3-3(k)(2)(ii) pursuant to the rules for broker-dealers who clear all customer transactions through
another broker-dealer on a fully disclosed basis.

Cash Equivalents

The Company considers all;highiy liquid instruments purchased with a maturity of three months or less
to be cash equivalents. |

Use of Estimates

|
The preparation of financial statements in conformity with generally accepted accounting principles
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 these estimates.

Furniture and Equipment

Depreciation is computed using an accelerated method over the estimated useful life of the assets (5 to
7 years). Maintenance and repairs are expensed as incurred.




EﬂECTRONIC GLOBAL SECURITIES, INC.
(A Wholly-Owned Subsidiary of Advanced Financial Applications Limited)

NOTES TO FINANCIAL STATEMENTS

| DECEMBER 31,2005
|

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

|
Income Taxes i

The Company accounts for income taxes in accordance with Statement of Financial Accounting
Standards No. 109 (SFAS No 109), Accounting for Income Taxes, which requires an asset and liability
approach to financial accounting and reporting for income taxes. Deferred income tax assets and
liabilities are computed annually for differences between the financial statement and tax bases of assets
and liabilities that will result in taxable or deductible amounts in the future based on enacted tax laws
and rates applicable to the periods in which the differences are expected to affect taxable income.
Valuation allowances are ¢stablished, when necessary, to reduce deferred tax assets to the amount
expected to be realized. Income tax expense is the tax payable or refundable for the period plus or minus
the change during the pericj>d in deferred tax assets and liabilities. The principal differences relate to
differences in recognizing jrevenues and expenses (cash basis for tax purposes) and in depreciation
methods. !

i
Fair Value of Financial Instruments

Financial instruments are r:eported in the Statement of Financial Condition at market or fair values, or
at carrying amounts that approximate fair values because of the short maturity of the instruments.

Revenue Recognition

Commissions and related clearing expenses are recorded on a trade date basis as security transactions
occur.

|
NOTE 2 - FINANCIAL INS'ﬁRUMENTS WITH OFF-BALANCE-SHEET CREDIT RISK

As a securities broker, the Company is engaged in buying and selling securities for a diverse group of
institutional investors. The Company introduces these transactions for clearance to another broker-dealer

on a fully-disclosed basis. |




EﬂECTRONIC GLOBAL SECURITIES, INC.
(A Wholly-Owned Subsidiary of Advanced Financial Applications Limited)

NOTES TO FINANCIAL STATEMENTS
|
‘ DECEMBER 31, 2005

i
|
J
|

NOTE 2 - FINANCIAL INSTRUMENTS WITH OFF-BALANCE-SHEET CREDIT RISK
(CONTINUED)

[
The Company is exposed to credit risk associated with non-performance of customers in fulfilling their
contractual obligations pursuant to securities transactions. Volatile trading markets may impair
customers’ ability to satisfy their obligations to the Company and the Company’s ability to liquidate the
securities at amounts equal to originally contracted amounts. The agreement between the Company and
its clearing broker provides that the Company is obligated to assume any exposure related to such
non-performance by its customers. The Company monitors its customer activity by reviewing
information it receives from its clearing broker on a daily basis and it maintains a security deposit with
the clearing broker. i
The Company, at times, maintains cash balances at financial institutions in excess of federal and SIPC

insured limits. f
|

NOTE 3 - LIQUIDITY MAT:TERS

The accompanying financial statements have been prepared assuming that the Company will continue
as a going concern. Since its inception, the Company has incurred substantial losses and negative cash
flows from operations.

The Company incurred a nét loss of $482,033 during the year ended December 31, 2005 and it had an
accumulated deficit of $4,301,376 as of that date. The ability of the Company to continue as a going
concern is dependent upon jthe success of its operating plans and continued contributions of capital by
AFA Limited. Management has indicated that AFA Limited will continue to provide additional capital
when required. The financial statements do not include any adjustments that might be necessary should
the Company be unable to %:ontinue as a going concern,




EﬁECTRONIC GLOBAL SECURITIES, INC.
(A Wholly-Owned Subsidiary of Advanced Financial Applications Limited)

N OTES TO FINANCIAL STATEMENTS

‘ DECEMBER 31, 2005

NOTE 4 - INCOME TAXES
|
The Company has incurred significant operating losses since inception. Since the future tax benefit of
the net operating loss is de;pendent upon the Company attaining future profitable operations, a 100%
valuation allowance amounting to $1,700,000, has been provided against the deferred tax benefit.

The Company has net opere{ting loss carryforwards of approximately $4,257,000 for federal tax purposes
expiring in the years 2020 through 2025.
|
|
NOTE 5 - RETIREMENT PLAN

The Company sponsors a :401(k) Plan that allows employees to contribute a portion of their pretax
income into a retirement fund. Matching employer contributions to the plan are discretionary. For the
year ended December 31, 2005 the Company did not contribute to the 401(k) Plan to supplement
employee contributions. |

NOTE 6 - COMMITMENT |

i
Lease |

The Company leases ofﬁcé space under a lease agreement expiring June 30, 2007. The premises are
shared by an affiliated company that pays 85% of the total rent based on allocation of the usage of space.
Rent expense totaled $18,733 for the year ended December 31, 2005 which is included in occupancy
costs in the statement of operations. The future minimum annual rental payments for the years ending

December 31, are as follovs;/s:

Year Ending
2006 i $129,000
2007 | 66.000

$195.000



ELECTRONIC GLOBAL SECURITIES, INC.
(A Wholly-Owned Subsidiary of Advanced Financial Applications Limited)

NOTES TO FINANCIAL STATEMENTS
1

DECEMBER 31, 2005

NOTE 7 - DUE TO RELATED PARTIES

Duetorelated parties repreéent advances from a wholly-owned subsidiary of AFA Limited in the amount
of $27,792. There was no finterest charged on these advances in 2005.

NOTE 8 - NET CAPITAL RjEQUIREMEN TS

The Company is subject toi the Securities and Exchange Commission Uniform Net Capital Rule (Rule
15¢3-1) which requires the maintenance of minimum net capital, and requires that the ratio of aggregate
indebtedness to net capital, both as defined, shall not exceed 15 to 1. As of December 31, 2005, the
Company’s net capital was $143,173, which was $43,173 in excess of the minimum amount required.

The Company’s ratio of aggregate indebtedness to net capital at December 31, 2005 was .7.
The rule provides that equfty capital may not be withdrawn, subordinated debt may not be repaid and

cash dividends may not be éaid if the resulting net capital would be less than the amounts required under
the rule. i

~-10-




ELECTRONIC GLOBAL SECURITIES, INC.

(A Wholly-Owned Subsidiary of Advanced Financial Applications Limited)

' COMPUTATION OF NET CAPITAL

DECEMBER 31, 2005

NET CAPITAL:
Stockholder’s equity
Less: non-allowable assets: |
Account receivable :
Prepaid expenses and other, assets
Furniture and equipment, net

NET CAPITAL %
1

LESS: Minimum net capital reciuirement (greater of 625% of
aggregate indebtedness or $100,000)

NET CAPITAL IN EXCESS OF MINIMUM REQUIREMENT
AGGREGATE INDEBTEDNE}SS:
Items included in statement of financial condition -

Accounts payable and accrued expenses
Due to clearing broker

RATIO OF AGGREGATE INDEBTEDNESS TO NET CAPITAL

RECONCILIATION WITH COMPANY’S COMPUTATION
(Included in Part II of Form X-17a-5 as of December 31)

Net capital, as reported in Company’s
Part II (unaudited) FOCUS report

Net capital as reported herein

Aggregate indebtedness as reborted in Company’s
Part Il (unaudited) FOCUS report

Aggregate indebtedness, as réported herein

| “11-

$215,333
25,220
14,553
32.387

143,173

100,000

$ 43.173

§$ 65,779
27.792

§ 93,571

0.71t01

$143.173
$143.173

$ 93,571
$ 93.571




To the Stockholder
Electronic Global Securities, Inc.
New York, New York

We have audited the financial statements of Electronic Global Securities, Inc. (a wholly-owned
subsidiary of Advanced Financial Applications Limited), for the year ended December 31, 2005, and have
issued our report thereon dated February 21, 2006. As part of our audit, we made a study and evaluation of
the Company’s system of internal accounting control to the extent we considered necessary to evaluate the
system as required by U.S. generally accepted auditing standards. The purpose of our study and evaluation,
which included obtaining an understanding of the accounting system, was to determine the nature, timing,
and extent of the auditing procedures necessary to express an opinion on the financial statements.

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 procedures)
followed by Electronic Global Securities, Inc., 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-5(g)(11) and the procedures for determining compliance with the exemptive provisions of Rule 15¢3-3.
Since the Company does not maintain customer accounts and does not handle securities, we have not made
a study of the practices and procedures (including tests of compliance with such practices and procedures)
relevant to the objectives stated in rule 17a-5(g) for (1) making the quarterly securities examinations, counts
verifications and comparisons, and the recordation of differences required by Rule 17a-13; (2) complying
with the requirements for prompt payment for securities under Section 8 of Regulation T of the Board of
Governors of the Federal Reserve System; and (3) 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 a system of internal
accounting control and the practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgements by management are required to assess the expected benefits and
related costs of control procecjiures and of the practices and procedures as 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. The objectives of a system and the practices and procedures are to provide
management with reasonable, but not absolute, assurance that assets are safeguarded against loss from
unauthorized use or disposition, and that transactions are executed in accordance with management’s
authorization and recorded pro@erly to permit the preparation of financial statements in accordance with U.S.
generally accepted accounting principles. Rule 17a-5(g) lists additional objectives of the practices and
procedures listed in the preced‘ing paragraph.

-12-
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Because of inherent limitations in any system of internal accounting control of the practices and
procedures referred to above, errars or irregularities may nevertheless occur and not be detected. Also,
projections of any evaluation lof the system to future periods is subject to the risk that procedures may
become inadequate because of changes in conditions or that the degree of compliance with procedures may
deteriorate. \

Our study and evaluatlon made for the limited purpose described in the first paragraph would not
necessarily disclose all weaknesses in the system. Accordingly, we do not express an opinion on the system
of internal accounting control of Electronic Global Securities, Inc., taken as a whole. Our study and
evaluation disclosed no condition that we believed to be of material weakness.

\

We understand that practlces and procedures that accomplish the objectives referred to in the second
paragraph of this report are con51dered 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 and nothing came to our attention that
would indicate the Company had not complied with the condition of its exception under rule 15¢3-3 during
the year then ended.

This report is intended solely for the use of management and the Securities and Exchange
Commission and other regulatory agencies pursuant to their requirements and should not be used for any
other purpose. |

CERTIFIED PUBLIC ACCOUNTANTS

New York, New York
February 21, 2006 :
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