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PricewaterhouseCoopers LLP
10 Tenth Street, Suite 1400
Atlanta GA 30309-3851
Telephone (678) 419 1000
Facsimile (678) 419 1239

Report of Independent Auditors

To the Board of Directors and Stockholder of
Arvest Investments, Inc.

In our opinion, the accompanying statement of financial condition and the related statements of
operations, changes in stockholder’s equity and cash flows present fairly, in all material respects, the
financial position of Arvest Investments, Inc. (a wholly-owned subsidiary of Arvest Bank) (the
“Company”) at December 31, 2005, and the results of its operatioﬁs and its cash flows for the year
then ended in conformity with accounting principles generally ac%\epted in the United States of

America. 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 of these statements in accordance with auditing standards generally accepted in the United
States of America, which 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, assessing the accounting principles used and significant estimates made by management,
and evaluating the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken
as a whole. The information contained in Supplementary Schedules I, II and I 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 finaricial
statements and, in our opinion, is fairly stated in all material respects in relation to the basic financial
statements taken as a whole.

/77' A é;;m, L’

February 28, 2006




Arvest Investments, Inc.

(a wholly-owned subsidiary of Arvest Bank)
Statement of Financial Condition
December 31, 2005

Assets
Cash and cash equivalents
Receivable from broker-dealer
Trading securtties
Other assets

Total assets
Liabilities and Stockholder’s Equity
Payable to Arvest Bank (Note 5)
Payable to broker-dealer

Accrued compensation expense
Accounts payable and other Labilities

Total liabilities
Commitments and contingent liabilities (Note 6)

Common stock, no par value; 1,000 shares authorized; 100 shares

issued and outstanding
Total stockholder’s equity
Total liabilities and stockholder’s equity

The accompanying notes are an integral part of these

2

financial statements.

3,120,403
952,372
698,335

253,344
5,024,454

1,287,206
702,359
1,389,336
145,553

3,524,454

1,500,000

1,500,000

5,024,454



Arvest Investments, Inc.

(a wholly-owned subsidiary of Arvest Bank)
Statement of Operations

Year Ended December 31, 2005

Revenues
Commissions $ 12,880,405
Mutual fund fees 2,327,850
Trading profits 458,293
Other income 302,172
Total revenues 15,968,720
Expenses
Compensation and related benefits 12,024,108
Market data services 473,957
Occupancy 366,392
Travel and entertainment 479,307
Forms and supplies 88,717
Business entertainment 133,138
Legal, accounting and consulting 194,502
Other expenses 562,071
Total expenses 14,322,192
Net revenues prior to allocation of net revenues to Arvest Bank 1,646,528
Allocation of net revenues to Arvest Bank (1,646,528)
Net income $ -

The accompanying notes are an integral part of these| financial statements.
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Arvest Investments, Inc.
(a wholly-owned subsidiary of Arvest Bank)

Statement of Changes in Stockholder’s Equity
December 31, 2005

Additional Total
Common Paid-in - Retained Stockholder’s

Stock Capital Earnings Equity
Balance at January 1, 2003 $ 1,500,000 § - $ - % 1,500,000
Net income - - - -
Balance at December 31, 2005 $ 1,500,000 % - 3 - $ 1,500,000

The accompanying notes are an integral part of these [financial statements.
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Arvest Investments, Inc.

(a wholly-owned subsidiary of Arvest Bank)
Statement of Cash Flows

Year Ended December 31, 2005

Cash flows from operating activities
Net income ‘ $ -
Adjustments to reconcile net income to net cash provided by

operating activities:
Changes in assets and liabilities

Decrease in restricted cash 16,206
Increase in receivable from broker-dealer (26,494)
Increase in trading securities (524,172)

Decrease in other assets 266,819
Decrease in payable to Arvest Bank (249,492)

Increase in payable to broker 634,536

Increase in accrued compensation expense 32,856

Increase in accounts payable and other liabilities 82,177

Net cash provided by operating activities 232,436

Cash and cash equivalents, beginning of year 2,887,967

Cash and cash equivalents, end of year ‘ $ 3,120,403

The accompanying notes are an integral part of these| financial statements.
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Arvest Investments, Inc.

(2 wholly-owned subsidiary of Arvest Bank)
Notes to Financial Statements

December 31, 2005

Organization and Nature of Business

Arvest Investments, Inc. (the “Company”) is a broker-dealer registered with the Securities and
Exchange Commission (“SEC”) and the National Association of Securities Dealers, Inc.

(“NASD”). The Company is an Arkansas corporation that is

a wholly-owned subsidiary of

Arvest Bank, a wholly-owned indirect subsidiary of Arvest Bank Group, Inc. (‘ABG”). The
Company primarily acts as an introducing broker-dealer offering a wide range of investment

security products to retail customers of Arvest Bank.

The Company executes all of its customers’ transactions, on a fully-disclosed basis, through an

unaffiliated clearing broker-dealer, which carries the account
customers.

‘Summary of Significant Accounting Policies

The significant accounting and reporting policies of the Com

principles generally accepted in the United States of America

5 and securities of the Company’s

pany conform to accounting
and prevailing practices within the

broker-dealer industry. The preparation of financial statements in conformity with accounting

principles generally accepted in the United States of America

requires that management make

estimates and assumptions which impact the reported amounts of assets and liabilities and

disclosure of contingent assets and liabilities at the date of th
reported amounts of revenues and expenses during the report
differ from those estimates and assumptions.

e financial statements and the
ing period. Actual results could

The following is a summary of the more significant accounting policies of the Company:

Income Recognition
Commission revenues and related clearing expenses are reco
basis as securities transactions occur.

Trading securities are carried at fair value based on quoted m
profits are unrealized losses on the marketable securities of §

rded by the Company on a trade date

arket prices. Included in trading
4,036 at December 31, 2005. The

Company had $698,335 of marketable securities on hand at December 31, 2005.

Income Taxes
The Company’s operations are included in the consolidated f
of ABG. Since the Company generates no taxable income or
differences, no income tax provision has been recorded.

Statement of Cash Flows
For purposes of the Statement of Cash Flows, the Company

ederal and state income tax returns
significant permanent or temporary

hLas defined cash equivalents as

highly liquid investments with original maturities of less than ninety days that are not held for

sale in the ordinary course of business.

Statement of Changes in Subordinated Liabilities

The financial statements of the Company do not include a statement of changes in liabilities
subordinated to the claims of general creditors as required under Rule 17a-5 of the SEC since no

such liabilities existed at December 31, 2005 or during the y

ear then ended.




Arvest Investments, Inc.

(a wholly-owned subsidiary of Arvest Bank)
Notes to Financial Statements

December 31, 2005

Fair Values of Financial Instruments
The Company’s financial instruments, which are included in
financial condition, are either carried at quoted market prices

result, the carrying amounts reported in the accompanying sta

approximate the estimated fair values of all financial instrum
Receivable From Broker-Dealer

Amounts receivable from broker-dealer at December 31, 200
receivable from the Company’s clearing broker.

Net Capital Requirements

The Company is subject to the Securities and Exchange Com
(“SEC Rule 15¢3-1”), which requires the maintenance of min
maximum ratio of aggregate indebtedness to net capital, both
the Company had net capital of $1,302,085 which was $1,053
capital of $250,000, and a ratio of aggregate indebtedness to
less than the maximum allowable ratio of 15 to 1.

Transactions with Arvest Bank

The Company is the exclusive provider of retail brokerage se
primarily derives its revenues from these services. Most of tt
are located in banking locations of Arvest Bank and, therefor
ready access to the sales representatives. In connection with
party to an agreement with Arvest Bank under which all of th
allocated to Arvest Bank. Under other provisions established
net of the direct expenses incurred in connection with the gen
allocation of all of the Company’s other expenses. As a resu
income after such allocations.

The Company rents office space and equipment and purchase
personnel services, from Arvest Bank. Total expenses incurr

the accompanying statement of
or are short-term in nature. Asa
tement of financial condition
ents at December 31, 2005.

5 consisted of fees and commissions

mission Uniform Net Capital Rule
imum net capital and establishes a
as defined. At December 31, 2005
2,085 in excess of its required net
net capital of 2.71 to 1, which was

rvices for Arvest Bank and

1e Company’s sales representatives
e, Arvest Bank customers have
this relationship, the Company is a
e Company’s net revenues are

in the agreement, the allocation is
eration of the revenues plus an

t, the Company reports no net

s support services, including all
ed for the above activities for the

year ended December 31, 2005 amounted to $12,256,385. The amount payable to Arvest Bank at

December 31, 2005 of $1,287,206 represents unpaid balances
allocation discussed above. Stated financial results may diffe
conducted with other external parties.

Arvest Bank may, from time to time, provide the Company w
maintain minimum net capital requirements. During the year
were no such contributions of capital. The Company also ma
Arvest Bank at December 31, 2005 totaling $91,222.

Commitments and Contingent Liabilities

In the normal course of business, the Company may become s
Company is not aware of any litigation or claims against the
affect its business and operations.

The Company’s customer securities activities are transacted on either a cash or margin basis. In

margin transactions, the Company’s clearing broker extends c¢redit to the Company’s customers,

7

relating to these expenses and the
r if these transactions were

ith capital contributions in order to
ended December 31, 2005, there
intained cash on deposit with

subject to litigation or claims. The
Company which would materially




Arvest Investments, Inc.
(a wholly-owned subsidiary of Arvest Bank)

Notes to Financial Statements
December 31, 2005

subject to various regulatory and internal margin requirement
securities in the customers’ accounts. In connection with the
clears customer transactions involving the sale of securities n
which are transacted on a margin basis subject to individual ¢
the customer fails to satisfy its obligations, the clearing broke
sell financial instruments at prevailing market prices to fulfil
associated loss incurred by the clearing broker will be reimbu
with the clearing agreement between the clearing broker and
to control the risks associated with these activities by requiris
collateral in compliance with various regulatory and internal

s, collateralized by cash and

se activities, the clearing broker

ot yet purchased, substantially all of
xchange regulations. In the event

r may be required to purchase or
the customer’s obligations. Any
irsed by the Company in accordance
the Company. The Company seeks
1g customers to maintain margin
guidelines. The Company monitors

required margin levels daily and, pursuant to such guidelinesi requires the customer to deposit

additional collateral or to reduce positions, when necessary.
2006.

As the right to charge the Company has no maximum amount
through the clearing broker, the Company believes there is ng
this right. At December 31, 2005, the Company has recorded
right. The Company does not anticipate losses, if any, ari
will have a material impact on the financial statements.

In addition, the Company has the right to pursue collection or
counterparties who do not perform under their contractual ob
the credit standing of the clearing broker and all counterparti

The clearing agreement expires in

and applies to all trades executed

» maximum amount assignable to
no liabilities with regard to this

sing from these activities that

- performance from the
ligations. The Company monitors
es with which it conducts business.
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Arvest Investments, Inc.

Schedule |
{a wholly-owned subsidiary of Arvest Bank)
Computation of Net Capital Under Rule 15¢3-1 of the
Securities and Exchange Commission
December 31, 2005
Computation of Net Capital
Total stockholder’s equity $ 1,500,000
Total stockholder’s equity qualified for net capital 1,500,000
Deductions
Nonallowable assets
Other assets
Total nonallowable assets (158,661)
Total deductions (158,661)
Net capital before haircuts on securities 1,341,339
Haircuts on securities
Trading securities (39,254)
Total haircuts on securities (39.2549)
Net capital $ 1,302,085
Computation of Aggregate Indebtedness
Items included in the Statement of Financial Condition
Payable to Arvest Bank $ 1,287,206
Accounts payable, accrued expenses and other liabilities 2,237,248
Aggregate indebtedness $ 3,524454
Computation of Basic Net Capital Requirements
Minimum net capital required (greater of $250,000 or 6 2/3% of
aggregate indebtedness) $ 250,000
Excess net capital $ 1,052,085
Ratio of aggregate indebtedness to net capital 2.71to0 1

No material differences existed between the above computation and the computation included in the

Company’s unaudited FOCUS report as of December 31, 2005.
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Arvest Investments, Inc.
(a wholly-owned subsidiary of Arvest Bank)

Computation for Determination of Reserve Requirements Under Rule

15¢3-3 of the Securities and Exchange Commission
December 31, 2005

Schedule il

Credit balances

Free credit balances and other credit balances in customers’ security accounts

Monies borrowed collateralized by securities carried for the
accounts of customers

Monies payable against customers’ securities loaned
Customers’ securities failed to receive (including credit balances
net settlement accounts)

Credit balances in firm accounts that are attributable to principalsales to customers

in continuous

Market value of stock dividends, stock splits and similar distributions

receivable outstanding over thirty calendar days
Market value of short security count differences over thirty calen

Market value of short securities and credits in all suspense accounts over thirty

calendar days

dar days old

Market value of securities that are in transfer in excess of forty calendar days

and have not been confirmed to be in transfer by the transfer agent or the issuer

Total credit items
Debit balances

Debit balances in customers’ cash and margin accounts excluding

unsecured accounts and accounts doubtful of collection net
of deductions pursuant to rule 15¢3-3

Securities borrowed to effectuate short sales by customers and securities
borrowed to make delivery on customers’ securities failed to deliver
Failed to deliver of customers’ securities not older than thirty calendar days

Other

Gross debits

Less three percent charge
Total debit items

Reserve computation
Excess of total debits over total credits

Required deposit

No material differences existed between the above information and
Company’s unaudited FOCUS report as of Decen:

10
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the information included in the



Arvest Investments, Inc. Schedule 1l
(a wholly-owned subsidiary of Arvest Bank)

Information Relating to Possession or Control Requirements Under

Rule 15¢3-3 of the Securities and Exchange Commission

December 31, 2005

1. Customers’ fully paid securities and excess margin securities not
in the Company’s possession or control as of December 31, 2005
(for which instructions to reduce to possession or control had
been issued as of December 31, 2005 but for which the required $ -
action was not taken by respondent within the time frames

specified under Rule 15¢3-3).

A. Number of Items .

2. Customers’ fully paid securities and excess margin securities for
which instructions to reduce to possession or control had not been
issued as of December 31, 2005, excluding items arising from

“temporary lags which result from normal business operations}’
as permitted under Rule 15¢3-3. $ -

A. Number of Items -

No material differences existed between the above information and the information included in the
Company’s unaudited FOCUS report as of December 31, 2005.
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PRICEAVATERHOUSE(QOPERS

PricewaterhouseCoopers LLP

10 Tenth Street, Suite 1400
Report of Independent Auditors Atlanta GA 30309-3851

on Internal Control Required by SEC Rule 17a-5 Telephone (678) 419 1000
Facsimile (678) 419 1239

To the Board of Directors and Stockholder of
Arvest Investments, Inc.

In planning and performing our audit of the financial statements and supplemental schedules of Arvest
Investments, Inc. (a wholly-owned subsidiary of Arvest Bank) (the “Company”) for the year ended
December 31, 2005, we considered its internal control, including control activities for safeguarding
securities, in order to determine our auditing procedures for the pﬁrpose of expressing our opinion on
the financial statements and not to provide assurance on internal c\ontrol.

Also, as required by Rule 17a- S(g)(l) of the Securities and Exchange Commission {the “SEC”), we
have made a study of the practices and procedures followed by the Company, including tests of
compliance with such practices and procedures, that we considered relevant to the objectives stated in

Rule 17a-5(g) in the following:

1. Making the periodic computations of aggregate indebtedness and net capital under Rule 17a-
3(a)(11); and
2. Determining compliance with the provisions of Rule 15¢3-3.

Because the Company does not carry securities accounts for customers or perform custodial function
relating to customer securities, we did not review the practices and procedures followed by the
Company in any of the following:

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 Federal -
Reserve 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 margm
securities of customers as required by Rule 15¢3-3; '

The management of the Company is responsible for establishing and maintaining internal control 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 control and of the practices and procedures referred to in the preceding paragraph, and to assess
whether those practices and procedures can be expected to achieve|the SEC’s above-mentioned
objectives. Two of the objectives of internal control and the practxces 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 r#corded properly to permit the
preparation of financial statements in accordance with generally accepted accounting principles. Rule

17a-5(g) lists additional objectives of the practices and procedures Jisted in the preceding paragraph.



PRICEWATERHOUSE(COPERS

Because of inherent limitations in internal control or the practices|and procedures referred to above,
errors or fraud may occur and not be detected. Also, projection oq any evaluation of internal control to
future periods is subject to the risk that controls may become inadequate because of changes in
conditions or that the effectiveness of their design and operation rﬁay deteriorate.

Our consideration of internal control would not necessarily disclose all matters in internal control that
might be material weaknesses under standards established by the American Institute of Certified
Public Accountants. A material weakness is a condition in which the design or operation of one or
more of the specific internal control components does not reduce toa relatively low level the risk that
error or fraud in amounts that would be material in relation to the financial statements being audited
may occur and not be detected within a timely period by employee!s in the normal course of performing
their assigned functions. However, we noted no matters involving‘intemal control, 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 SEC to be adequate for its purposes in accordance with
the Securities Exchange Act of 1934 and related regulations, and that practices and procedures that do
not accomplish such objectives in all material respects indicate a material inadequacy for such
purposes. Based on this understanding and on our study, we believe that the Company’s practices and
procedures were adequate at December 31, 2005 to meet the SEC’s objectives.

This report is intended solely for the information and use of the Bqard of Directors, management, the
SEC, 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 r:egulation of registered brokers and
dealers, and is not intended to be and should not be used by anyone other that these specified parties.

?M%wéé’o/&w LLrP

February 28, 2006
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