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Statement of Financial Condition.
Statement of Income (Loss).
Statement of Changes in Financial

Condition.

Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

Statement of Changes in Liabilitie
Computation of Net Capital.
Computation for Determination of

s| Subordinated to Claims of Creditors.

Reserve Requirements Pursuant to Rule 15¢3-3.

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

A Reconciliation, including apploprw‘late explanation of the Computation of Net Capltal Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation.
An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.
(n) Areportdescribing any material inacﬁequaoies found to exist or found to have existed since the date of the previous audit.
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1 Samson Bélair/Deloitte &
e o I tte Touche s.e.n.c.r.l.
© 1 Place Ville Marie

Suite 3000
Montreal QC H3B 4T9
Canada

Tel: (514) 393-5014
Fax: (514) 390-4111

Independent auditors’ report www.deloitte.ca

To the Stockholder of
Desjardins Securities International Inc.

We have audited the accompanying balance sheet of Desjardins Securities International Inc. (the
“Company”) as at December 31, 2005 and the related statements of income, changes in stockholder’s
equity and cash flows for the years 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 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 an audit to obtain reasonable assurance
whether the financial statements are free of material misstatement. An audit includes consideration of
internal control over financial reporting as a basis for designing 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 over 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 financial statements,
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

In our opinion, such financial statements present fairly, in all material respects, the financial position of
the Company 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.

Our audit was conducted for the purpose of forming an opinion on the financial statements taken as a
whole. The following supplemental schedules of Desjardins Securities International Inc. as at
December 31, 2005, are presented for the purpose of additional analysis and are not a required part of the
financial statements, but are supplementary information required by Rule 17a-5 under the Securities
Exchange Act of 1934:

=  Computation of Net Capital for Brokers and Dealers pursuant to Rule 15¢3-1 under the Securities
Exchange Act of 1934;

* Computation for determination of reserve requirements for Brokers and Dealers pursuant to
Rule 15¢3-3 under the Securities Exchange Act of 1934.

= Information relating to Control Requirements for Brokers and Dealers pursuant to Rule 15¢3-3 under
the Securities Exchange Act of 1934.

These schedules are the responsibility of the Company’s management. Such schedules have been
subjected to the auditing procedures applied in our audits of the financial statements and, in our opinion,
are fairly stated in all matenal respects when considered in relation to the financial statements taken as a
whole.

v . /
Sawin [frin %Qea/‘%} /m»,/,ae,..m /

February 8, 2006

Member of
Deloitte Touche Tohmatsu
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DESJARDINS SECURITIES INTERNATIONAL INC.

Balance sheet
as at December 31, 2005

(in US dollars)
2005
$

Assets
Cash 1,493,429
Due from brokers and financial institutions 621,951
Other receivables 3,736
Income taxes receivable 350,281
Deferred income taxes (Note 4) 941
Other assets 3,000

2,473,338
Liabilities
Advances from parent company 563,202
Accounts payable and accrued liabilities 46,582

609,784

Stockholder’s equity (Note 3) 1,863,554

2,473,338

(See notes.to financial statements)

Appfove,fl/g t}:y_the Boart‘i//

o .
= “’ . A / -
“ 5

Director

Director
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DESJARDINS SECURITIES INTERNATIONAL INC.

Statement of income
year ended December 31, 2005

(in US dollars)
2005
$
Revenue
Commissions 2,335,515
Foreign exchange gain 58,328
Interest 10,030
2,403,873
Expenses
Salaries and fringe benefits 66,108
Interest 168,393
Management fee paid to parent company 1,635,965
Other operating and administrative expenses 367,946
2,238,412
Income before income taxes 165,461
Income taxes (Note 4)
Current 86,290
Deferred 1,837
88,127
Net income 77,334

(See notes to financial statements)
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DESJARDINS SECURITIES INTERNATIONAL INC.

Statement of cash flows
year ended December 31, 2005
(in US dollars)

(See notes to financial statements)

2005
$
Operating activities
Net income 77,334
Adjustments to reconcile net income to net cash provided by operating activities
Deferred income taxes 1,837
79,171
Net change in operating items
Due from brokers and financial institutions (353,333)
Other receivables 6,069
Accounts payable and accrued liabilities (286,678)
Income taxes payable (807,579)
Cash used in operating activities (1,362,350)
Financing activities
Advances from parent company 413,748
Decrease in cash (948,602)
Cash, beginning of year 2,442,031
Cash, end of year 1,493,429
‘Supplemental disclosures
Interest paid 168,393
Income taxes paid 985,658
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DESJARDINS SECURITIES INTERNATIONAL INC.

Statement of changes in stockholder’s equity
year ended December 31, 2005

(in US dollars)
Common stock
Shares Amount Retained earnings Total
$ $ $
Balance, December 31, 2004 ,075,000 702,624 1,083,596 1,786,220
Net income - - 77,334 77,334
Balance, December 31, 2005 1,075,000 702,624 1,160,930 1,863,554

Page 5 of 10




DESJARDINS SECURITIES INTERNATIONAL INC.
Notes to the financial statements

year ended December 31, 2005
(in US dollars)

Description of the business

|

The Company, incorporated January 24, 2001 under the Canada Business Corporations Act, is a
full-service securities broker. On January 29, 2002, the Company changed its name from 3858839
Canada Inc. to Desjardins Securities International Inc. Business operations commenced in July
2002.

The Company is a member of tpe National Association of Securities Dealers and is registered as a
broker-dealer with the Securities and Exchange Commission.

Significant accounting policies

Commissions

Commissions are recorded on a trade-date basis as securifies transactions occur.

Income taxes \

The Company follows the liability method of accounting for income taxes. Under this method,
deferred tax assets are recognized based on the future tax consequences of differences between the
carrying amount of balance sheet items and their corresponding tax basis, using the expected
income tax rates for the years i which the differences are expected to reverse. A valuation
allowance is established when Aecessary to reduce deferred tax assets to the amounts expected to

be realized.

Foreign currency transactions

Monetary assets and liabilities qlre translated in U.S. dollars at the rate of exchange in effect at year-
end. Non-monetary assets and liabilities, capital stock issued and revenue and expenses are

translated at the exchange rate in effect at the transaction date while income statement accounts are
translated on average rates of ex”change for the year. Gains or losses resulting from foreign

currency transactions are included in net income.

Use of estimates

The presentation 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 the reported amounts ‘\Of assets and liabilities and disclosure of contingencies at the date
of the financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

Page 6 of 10




DESJARDINS SECURITIES INTERNATIONAL INC.

Notes to the financial statements
year ended December 31, 2005
(in US dollars)

3. Stockholder’s equity

2005
$
Capital stock (1,075,000 Class|A shares) 702,624
Retained earnings 1,160,930
1,863,554

Authorized
An unlimited number of voting and participating Class A shares, without par value

4. Income taxes

Earnings are subject to federal and provincial income taxes. The effective tax rate on eamnings
varies from one year to the next according to the changes in the combined statutory income tax
rate. The provision for income|taxes in the statement of earnings differs from the amount that
would have been computed by applying the Canadian statutory income tax rate as a result of the

following:
2005
$
Income taxes at the combined s iatutory rate of 31.02% 51,326
Change in income taxes resulting from the following:
Prior year’s tax adjustments | 36,078
Non-deductible expenses and other elements 723
88,127
Deferred income tax assets are as follows:
2005
$
Fixed assets 892
Other assets 49
941
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DESJARDINS SECURITIES INTERNATIONAL INC.

I

Notes to the financial statements

year ended December 31, 2005
(in US dollars)

S.

Related party transactions

The Company is a wholly-owr ed subsidiary of Desjardins Securities Inc., which is an entity of the
Mouvement des caisses Desj ardins du Québec.

In 2005, the Company signed a service agreement with its parent company regarding the shared
administrative expenses related to the employees holding a dual employment status. The total
amount exchanged during the vear is $1,635,965.

Transactions and balances with related parties are as follows:

2005
$
Management fee 1,635,965
Revenue - interest 957
Cash 47,530
Advances from parent company 563,202

Financial instruments

Substantially all of the Company s financial instruments are carried at fair value or amounts
approximating fair value, ASSCFS including cash and due from brokers and financial institutions
and receivables are carried at fex‘lr value or contracted amounts which approximate fair value.

Similarly, liabilities are carried at fair value or contracted amounts approximating fair value.

Net capital requiremen%

The Company is subject to the Securities and Exchange Commission’s Uniform Net Capital Rules
15¢3-1, which requires the mamtenance of minimum net capital equal to the greater of $100,000 or
6 2/3% of aggregate 1ndebtedness both as defined by the Rule. The ratio of aggregate indebtedness
to net capital shall not exceed 15to 1. As at December 31, 2005, the Company had net capital of
$1,154,644 which exceeds the réqu1red net capital of $100,000 by $1,054,644. The Company’s

ratio of aggregate indebtedness to net capital was 0.5281 to 1 as at December 31, 2005.

Page 8 of 10
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DESJARDINS SECURITIES INTERNATIONAL INC.

Computation of Net CapitaLl for brokers and dealers pursuant to

SEC Rule 15¢3-1 under the Securities Exchange Act of 1934
as at December 31, 2005
(in US dollars)
2005
$

Total stockholder’s equity 1,863,554
Deduct non-allowable assets

Other deposits from parent company 47,530

Due from brokers and financial institutions 265,430

Other receivables 350,281

Deferred income taxes 941

Other assets 6,736
Total non-allowable assets 670,918
Other deductions 37,992
Net capital 1,154,644
Computation of aggregated indebtedness net capital requirement

Required minimum net capital:

The greater of $100,000 or 6 2/3% of aggregate indebtedness 100,000

Excess net capital 1,054,644
Ratio: Aggregate indebtedness to net capital 0.5281

There were no material differences be“[tween the audited Computation of Net Capital included in this
report and the corresponding schedule included in the Company’s unaudited December 31, 2005 Part ITA

FOCUS filing.
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DESJARDINS SECURITIES INTERNATIONAL INC.

Computation for determmatlon of reserve requirements for brokers and

dealers pursuant to Rule 15¢3-3 under the Securities Exchange Act of 1934
year ended December 31, 2005

The Company is exempt from the reserve requirements of Rule 15¢3-3 of the Security and Exchange
Commission under paragraph (k)(2)('1) of that Rule.

Page 10 of 10
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Samson Bélair/Deloitte &

[ Touche s.e.n.c.r.l.
I 1 Place Ville Marie
e OI e O Suite 3000
Montrea! QC H3B 4T9
Canada

Tel: (514) 393-5014
Fax: (514) 390-4111
www.deloitte.ca

February 8, 2006

Desjardins Securities International Inc.

In planning and performing our audit of the financial statements and supplemental schedules of
Desjardins Securities International Inc. (the “Company”) for the year ended December 31, 2005 (on
which we issued our report dated February 8, 2006), we considered its internal control, including control
activities 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 Company’s
internal control.

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 172-3(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 quarterly securities examinations, counts,
verifications and comparisons, and the recording of differences required by rule 17a-13 or in complying
with the requirements for prompt payment for securities under Section § 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.

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 internal
controls and of the practices and procedures and to assess whether those practices and procedures can be
expected to achieve the Securities and Exchange Commission’s (the “SEC”) above-mentioned objectives.
Two of the objectives of internal control 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 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.

Member of
Deloitte Touche Tohmatsu
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Because of inherent limitations in any internal control or the practices and procedures referred to above,
misstatements due to error or fraud may occur and may not be detected. Also, projections of any
evaluation of the internal controls or of such practices and procedures to future periods are subject to the
risk that they may become inadequate because of changes in conditions or that the degree of compliance
with the practices or procedures may deteriorate.

Our consideration of the Company’s internal control would not necessarily disclose all matters in the
Company’s 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 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 employees
in the normal course of performing their assigned functions. However, we noted no matters involving the
Company’s internal control and its operations (including control activities 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 Board 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 regulation of registered brokers and dealers,
and is not intended to be and should not be used by anyone other than these specified parties.
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