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AT : ~ AFFIRMATION
We, Frieda Lewis and Walter Marx affirm that, to the best of our knowledge and belief, the accompanymg
financial statements and supplemental schedules pertaining to IFMG Securities, Inc. as of December 31,
2005, are true and correct. We further affirm that neither the Company nor any officer or director has any
proprietary interest in any account classified solely as that of a cystomer.

- Y4

2

gnature Da

President I

te

Title

é

Chief Financial Officer

- o , | i&%ﬂ 2/23/0
" ; ' , Signature ‘ Date

. -  Title

R - ".;\ Notary Public
, PATRICIAL. WONG
. Notary Public, State of New York i
v No. 02W05016130 . : ‘ '
Qualified in Westchester County 2 _— .
Commission Expires August 2, 20 ?

R I




el 0 tte ® . . Deloifte & Touche LLP

Two World Financial C|enter
New York, NY 10281-1414
usa

Tel: +1 212 436 2000
! . Fax: +1 212436 5000
t www. deloitte.com

l‘

Bl II?IDEPENDENT AUDITORS’ REPORT
‘ |

To the Board of Directors of

IFMG Secuntles Inc

]

: \f\ife have audited the accompanying statement of ﬁnancnal condition of IFMG Securities, Ine. (the

: “Company B as of December 31, 2005, that you are filing pursuant to Rule 17a-5 under the Securities-

: Exchange Act of 1934, This f'mancza] statement is the responsibility of the Company’s management.

" Olur responsmblhty is to express an opinion on this financial statement based on our audit.

i ' !

] We conducted our audit in accordance with generally accepted auditing ‘standards as established by the

Audmng Standards Board (United States) and in accordance with the auditing standards of the Public

(Z;Ompany Accountmg Oversight Board (United States). Those standards require that we plan and

pcrform the audlt to obtain reasonable assurance about whether the fi nanc;lal statements are free of

: materlal mlsstatement The Company is not required to have, nor were we engaged to perform, an audit:

of its internal ‘control over financial reporting. Our audit included conmderatlon of internal control over

ﬁnancml reporting as a basis for demgmng audit procedures that are appropriate in the circumstances, but

not for the purpose of expressing an opinion on the effectiveness of the Company’s internal control overI

ﬁnancial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a

test basis, evidence supporting the amounts and disclosures in the ﬁnancml statement, assessing the

accountmg pnncnples used and significant estimates made by management as well as evaluating the

: ovcrall financial statement presentation. We believe that our audit prov;des a reasonable basis for our

0pmlon
|

In our opinion, such statement of financial condition presents fairly, in all material respects, the financial

posmon of IFMG Securities, Inc. at December 31, 2005, in conformity with accounting principles

generally accepted in the United States of America. :

M%Tw«k W

4 .
February 15, 2006
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IFMG SECURITIES, INC.

" STATEMENT OF FINANCIAL CONDITION

- DECEMBER 31, 2005

' ASSETS

, Cash and cash equivalents

Cash segregated under federal and other regulations

. Commissions receivable - net of allowance of $793

Deferred costs

Prepaid expenses

Due from affiliates

Income tax receivable from aff liate
Other assets

TOTAL ASSETS

‘ LIABILITIES_ AND STOCKHOLDER’S EQUITY

LIABILITIES:

Payables to mutual funds and insurance companies
Commissions payable

Payable to affiliates
Other liabilities and accrued expenses

TOTAL LIABILITIES

STOCKHOLDER’S EQUITY:
Common stock $1.00 par value, 1,000 shares, authorized and outstanding
Additional paid-in capital
Accumulated deficit

TOTAL STOCKHOLDER’S EQUITY

| TOTAL LIABILITIES AND STOCKHOLDER’S EQUITY

See notes to statement of financial condition.

$ 9,948,326
3,211,172
2,294,514

414,432
279,502
943,562
1,983,959

98,119

l
$ 19,173,586

3211172
2,444, 537

2,627,7f13
3,826,553

|
12,110,005

1,000
61,303, 579

(54,240 ,998)
|
7,063,581

$ 19,173,586




IFMG SECURITIES, INC.

'NOTES TO STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2005

1. ORGANIZATION AND BUSINESS

IFMG Securities, Inc. (the “Company”), is a registered broker-dealer under the Securities Exchange Act
: of 1934, and is a member of the National Association of Securities Dealers, Inc. The Company is a'
» direct subsidiary of Sun Life Financial (U.S.) Holdings, Inc. (“Sun Life™). The Company is a dlstrlbutor
| of shares of registered investment companies and variable annuity insurance products to retail customers
of its financial institution clients as an introducing broker on a fully disclosed basis.

‘2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Use of Estimates—The financial statements are prepared in accordance with accounting principles
. generally accepted in the United States of America, which require management to make estimates and
assumptions that affect the reported amounts of assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses durmg the reporting period. Actual
* results could differ materially from such estimates.

Cash and Cash Equwalents—The Company has defined cash equivalents as highly liquid short-term
investments with original maturities of three months or less. Substantially all cash is on deposit with one
money center bank.

Deferred Costs—Incentive payments made to banks to build retail relationships that are amortized over
the hife of the contracts with those banks.

Income Taxes—TFor financial reporting purposes, Federal income taxes are provided in accordance with
a Federal income tax-sharing agreement between the Company and Sun Life, thus current and deferred
taxes are settled with Sun Life.

Pursuant to the tax- sharmg agreement, the Company joins with Sun Life’s includable affiliates in ﬁlmg a
consolidated Federal income tax return. Current Federal income tax expense/benefit is computed on a
separate company basis and members make payments to or receive reimbursement from Sun Life to the
extent that their results of operations affect consolidated Federal tax expenses. State income taxes are
provided based on amounts which the Company anticipates paying separately to states or, in the case of
state tax filings with other members of the consolidated group, for amounts which the Company
anticipates paying to Sun Life.

Income taxes have been computed using the asset and hiability method in accordance with Statement of
Financial Accounting Standards No. 109, Accounting for income Taxes. Deferred tax assets and
habilities are recognized for the expected future tax consequences attributable to differences betwelen the
financial statement carrying amounts of existing assets and liabilities and their respective tax bascs
Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to taxable
income in the year in which those temporary differences are expected to be recovered or settled.




RELATED-PARTY TRANSACTIONS

Certain éommission revenues are received directly by an affiliate and passed through to the Company.
L1kew1se certain commission expenses are paid directly by the affiliate and are reimbursed by the

Company, which generate a receivable from or payable to affiliates.
!

The Cornpany has developed operating plans that it believes will mitigate future losses. Not
withstanding these plans the Company may be dependent on Sun Life to maintain capital levels at or
above regulatory minimums. Management believes that Sun Life has the ability and the intent to mfuse

capital that may be necessary to meet minimum regulatory requirements 1n accordance with Rule 15¢3-1
under the Securities Exchange Act of 1934,

INCOME TAXES

At December 31, 2005, the Company had a current federal tax receivable of $1,025,366, a current state
tax payable of $6,295, and a net deferred federal tax asset of $964,888. The net deferred tax asset ‘
represents the tax effect of the tax deductible portion of the SEC settlements (see note 5), the tax effect
of goodwill associated with Sun Life’s purchase of the company in 2001 and state net operating losses
In management’s judgment, it is more likely than not that the gross deferred tax asset rclatlng to state net
operatmg losses will not be realized based on the uncertainty of generatmg future taxable income, thus it
is offset with a valuation allowance. However, since the Company is included as part of Sun Life’ s
consolidated Federal income tax retumn, all losses will be utilized currently in the consolidated return of
Sun Life.

COMMITMENTS AND CONTINGENCIES

In the normal course of business, the Company has been named as a defendant in various legal act:ons
including arbitrations. Some of the legal actions include claims for substantial compensatory and/or
punitive damages or claims for indeterminate amounts of damages. The Company is also involved] from
time to time, in investigations and proceedings by governmental and self-regulatory agencies. Some of
these legal actions, investigations and proceedings may result in adverse Jjudgments, penalties or ﬁnes In
view of the inherent difficulty of predicting the outcome of such matters, particularly in cases in whloh
claimants seek substantial or indeterminate damages, the Company cannot predict with certainty what
the eventual loss or range of loss related to such matters will be. The outcome might have material
adverse impact on the Company’s financial condition or liquidity. '

There is an ongoing investigation of the Company by the SEC rela1ting to compensation practices of the
Company, including revenue sharing or marketing allowance payments received by the Company in
connection with the sales of mutual funds and/or variable annuities and certain other sales practiccé. The
Company and the SEC have agreed in principle to a settlement of this matter by means of an
administrative proceeding in which the Company would, without admitting or denying them, consent to
SEC findings that the Company violated Section 17(a)(2) of the Securities Act of 1933 and Rule lOb 10
under the Securities Exchange Act of 1934. The Company would further undertake to retain the servnces
of an independent consultant to review the completeness of the Company's disclosures regarding 1ts
revenue-sharing program. The Company has recorded a liability of $3.8 million relating to this matter
which has been included in other liabilities and accrued expenses on the statement of financial condition.

The Company is a member of various U.S. exchanges and cIeaﬁnghouses that trade and clear securities,
mutual funds and variable annuity contracts for its customers. Associated with these activities, the |
Company may be required to pay a proportionate share of the financial obligations of another member
who may default on its obligations to the exchange or the clearinghouse. While the rules govemmg
different exchange or clearinghouse memberships vary, in general the Company’s guarantee obli gatlons
would anse only if the exchange or clearinghouse had previously exhausted its resources. In addmon



any such guarantee obligation would be apportioned among the other non- defaulting members of the
exchange or clearinghouse. Any potential contingent hability undef these membership agreements ’
cannot be estimated. The Company has not recorded any contmgent liability in the statement of ﬁnanc1al
condition for these agreements and believes that any potential requirement to make payments under
these agreements is remote. ‘

NET CAPITAL REQUIREMENTS ‘

The Company is a registered broker-dealer and, accordingly, is subject to the net capital requiremerllts of
Rule 15¢3-1 under the Securities Exchange Act of 1934. Under this rule, the Company is required to
maintain a minimum level of net capital and a ratio of aggregate indebtedness to net capital, both as
defined, not to exceed 15 to 1. As of December 31, 2005, the Company had net capital of $2,626, 829,
which was $2,033,573 in excess of its required net capital of $593,256. The Company’s ratic of
aggregate indebtedness to net capital as of December 31, 2005 was 3.3Gto 1.

% ok ok ok ok ¥k
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« [FMG Securities, Inc.
100 Manhattanville Road
i Purchase, New York 10577
. i !
® o , |
" In planning and performing our audit of the financial statements of IFMG Securities, Inc.
(the ‘Company”™) for the year ended December 31, 2005 (on which we issued our report dated
! February 15, 2006), we considered its internal control in order to determine our auditing procedures for

the purpose of expressing an opinion on the financial statements and not to provide assurance on the
® Company’s internal control.

w

Also, as required by Rule 17a-5(g)(1) under the Securities Exchange Act of 1934, we have made a study
? of the practices and procedures (including tests of compliance with such practices and procedures)
followed by the Company 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)(11) and for
@ . determining compliance with the exemptive provisions of Rule 15¢3-3. We did not review the practices
and procedures followed by the Company in making the quarterly securities examinations, counts,
- verifications, and comparisons, and the recordation of differences required by Rule 17a-13 or in
+ 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, because the Company does not carry securities
accounts for customers or perform custodial functions relating to customer securities.

® Do
‘ ; The management of the Company is responsible for establishing and mamtammg internal control and th
f practlces 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 and of the practices and procedures referred to in the preceding paragraph, and to assess whether
® i those practices and procedures can be expected to achieve the Securities and Exchange Commission’s

(thc “Commission”) above-mentioned objectives. Two of the objectives of internal control and the
practlces 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
- acquisition, use, or disposition, and that transactions are executed in accordance with management’s
, authorization and recorded properly to permit the 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.

'_ Because of inherent limitations in any internal control or the practices and procedures referred to above,
mlsstatements due to error or fraud may. occur and not be detected. Also, projections of any evaluation of
, the internal control or of such practices and procedures to future perlods are subject to the risk that they
may become inadequate because of changes in conditions or that the degree of compliance with the
practlces or procedures may detenorate
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Our consideration of the Company’s internal control would not necessarily disclose all matters in the
b Company s internal control that might be material wealmesses under standards established by the
Amencan Institute of Certified Public Accountants. A material weakness is a condition in which the
demgn or operatlon of one or more of the internal control components does not reduce to a relatively low
' level the risk that misstatements caused by 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
epployees in the normal course of performing their assigned functions. ‘However, we noted no matters
| 1nv01v1ng the Company’s internal control and its operation that we consider to be material weaknesses as

‘ V?e 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
' p;ocedures were adequate at December 31, 2005, to meet the Commission’s objectives.

- This report is intended solely for the information and use of the board of directors, management, the

" Securities and Exchange Commission, the National Association of Securities Dealers, Inc., and other

- regulatory agencies that rely on Rule 17a-5(g) under the Securities 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 parties.

Yours truly,

Detiirs & Tonche Lip




