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SEBEL

OATH OR AFFIRMATION

. - Jeffrey R. Magnusson , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Loring Ward Securities Inc. . as

of December 31 . 2005 , are true and correct, ) further swear (or affirm) that

neither the company nor any partner, propri¢tor, principal officer or director has any proprielary interest in any account

classified solely as 1hat of a customer, except as follows:

NI

) Signature="

Controller

Title
ERROL WANDER
@ QA_,)-—Q\ Notary Public, State of New York
i No. 01Wag113141
Qualified In New York Cou

his report ** contains (check all applicablccﬁ)oxcs #sion Explreg July 19, 2 f?’

T

3 (a) Facing Page.

G} (b) Statement of Financial Condition,

3 (¢) Statement of Income (Loss).

[ (d) Statement of Changes in Financial Condition. ‘

Bd (e) Statement of Changes in Stockhelders’ Equity or Partners’ or Sole Proprietors® Capital.

[J (D Statement of Changes in Liabilities Suberdinated to Claims of Creditors.

Id (g) Computation of Net Capital.

[ (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

[1 (i) Information Relating 1o the Possession or Control Requirements Under Rule 15¢3-3.

0 G) A Reconciliation, including appropriate explanation of the Compuiation 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.

2 (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

() An Oath or Affirmation.

O (m) A copy of the SIPC Supplemenial Report.

O (n} A repon describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.] 7a-5(e}(3).
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Financial Statements and Supplementary
Information
{Expressed in U.S. dollars)

LORING WARD SECURITIES INC.

December 31, 2005 and 2004
{With Independent Auditors’ Report Thereon)
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KPMG LLP Jelephone  (204) 957-1770
Chartered Accountants Fax (204) 9570808
Surte 2000 - One Lombard Place Internet WWW.KDITIG,CB
Winnipeg MB R3B 0X3

Canada

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors of Loring Ward Securities Inc.

We have audited the accompanying statements of financial condition of Loring Ward Securities Inc.
as of December 31, 2005 and 2004 and the related statements of operations, changes in
steckholder’s equity and cash flows for the years then ended that are being fled pursvant to Rule 17a-
$ under the Securities Exchange Aci of 1934, These financial stalements are the responsibility of the
company's management. Qur responsibifity is to express an opinion on these financial statements
based on our audits. '

We conducted our audits in accordance with auditing standards generally accepted in the United
States ol America. Those standards require that we plan and perform the audit to oblain reasonable
assurance about 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 precedures 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 includes examining, on a lest 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 audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Loring Ward Securities Inc. as of December 31, 2005 and 2004 and the results of
its operations and its cash flows for the years then ended in conformity with accounling pnnc:ples
generally accepted in the Uniled States of America. ‘ '

Our aucits were conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The supplementary information contained in the schedule 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 of the Securities Exchange Act of 1934. Such information has
been subjected to the avditing procedures applied in the audits of the basic financial statements and,
in our opinion, is fairly stated, in al material respects, in relation to the basic financial statements
taken as a whole,

KPP G eV

Chartered Accountants

Winnipeg, Canada
January 30, 2006

KPMG LLP & Canatan trmted kabiily panrership s tha Canadan
Marlen trmn of KPME Iranasbons, 2 Swiss cuoporainve
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LORING WARD SECURITIES INC.

Statements of Financial Condition
{Expressed in U.S. dollars)

December 31, 2005 and 2004

2005 - 2004

Assets ‘
Current assels:

Cash and cash equivalents $ 397005, § 339,239

Accounts receivable - a5,5z28

Prepaid expenses 47,466 36,969

Deposits and other current assets 197,716 110,081

Due from related party {note 3) 200,000 -

Total current assets 842,187 521,817
Due from related party (note 3) - 200,000
Total assets $ 842187 ¥ 721817
Liabilities and Stockholder's Equity
Cumrent liabilities:

Accounts payable 3 5,958 $ 41,334

Due to reiated pary (note 3) 247 529 155,964

Total current lizhilities 253,487 197,298
income iaxes payabie o related party [note 2(c)] 119,044 93 444
Total habiiities 372,531 290,742
Stockholder's equity:

Capital stock: -

Authorized:
100 common stock, $0.01 par value
Issued: ‘
100 common stock 1 1

Additional paid-in capital 99,999 99,999

Retained earnings 369,656 331,075

Total stockhoider’s equity 469,656 431,075

$ 842187 $ 721,817

Total liabililies and stockholder's equity

See accompanying notes o linancial stalements.
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LORING WARD SECURITIES INC.

Stalements of Operalions
(Expressed in Y.S. dollars}

Years ended December 31, 2005 and 2004

2004

IBEBL

. 2005
Revenue: .
Brokerage commissions 162,443 131,915
Interest and dividend income 17,249 15,045
Supervisary fees (note 3) 142,147 122,140
321,839 269,100
Expenses:
Broker commissions 12,397 15,848
Insurance N - 61,240 51,993
Licensing and transaction fees 70,442 55,523
Management fee ta related party {note 3) 70,217 61,070
Cther 29,418 26,852
Supplies and stationery 13,944 18,081
257,658 229,367
Income beiore income laxes 64,181 39,733
Income taxes (note 4) 25,600 16,000
Net income 38,581 23,733

See accompanying notes to financial statements.
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LORING WARD SECURITIES INC.

Statements of Changes in Stockholder's Equity
{Expressed in U.5. doBars)

Years ended December 31, 2005 and 2004

Additional * Total

Common paid in Retained  stockholder's

| stock capital garnings equity

Balances at January 1, 2004 1§ 99,999 307342 § 407,342
Net Income - 23,733 23,733
Balances at December 31, 2004 1 99,999 331,075 431,075
Net income , ‘ - - 36.581 38,581
Balances at December 31, 2005 1 % 99999 369656 § 469,656

See accompanying notes to financial statements.
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LORING WARD SECURITIES INC.

Statements of Cash Flows
(Expressed in U.S. dollars)

Years ended December 31, 2005 and 2004

2005 . 2004
Cash flows from operating activities:
Net income $ 38,581 $ 23733
Adjustments for change in:
Accounts receivable 35,528 (25,254)
Prepaid expenses (10,497) 43,136
Deposits and other current assets (87,635) (24,183}
Accounts payable (35,376) (32,390}
Income taxes payable to related party 25,600 16,000
) Due to related party B 41,565 29,923
increase in cash and cash equivalents 57,766 30,965
Cash and cash equivalents, beginning of year 339,239 308,274
Cash and cash equivalents, end of year $ 397,005 $ 339,239

See accompanying notes 1o financial statements.
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LORING WARD SECURITIES INC.

Notes o Financial Statements
{Expressed in U.S, dolars)

Years ended December 31, 2005 and 2004

1.  Organization and nature of operations:

Loring Ward Securities Inc. (the company), a wholly-owned subsidiary of Loring Ward Group
Inc. (LWGI), in turn a wholly-owned subsidiary of Loring Ward International Ltd., a Canadian
company, is a registered broker-dealer under the Securities Exchange Act of 1934 and is a
mamber of the National Association of Securilies Dealers, Inc. (NASD).

The company introduces ils customers to a clearing broker on a fully disclosed basis ang,
accordingly, is exempt from Rule 15¢3-3 of the Securities and Exchange Commission.

Significant accounting policles:

{a} Basis of presentation:

(b}

(c

The financial stalements have been prepared in conformity with accounting principles
generally accepted in the Uniled States of America.

Cash and cash equivalents:

The company considers cash and cash eguivalents to include cash on hand, demand
deposits and other investments with original maturities of three months or less.

Income taxes:

The company and other subsidiaries of LWGI file federal and slate income tax reluins as
part of a combined group. Deferred tax assets and liabilities are recognized lor the future
lax consequences atiributable to differences between the financial statement carrying
amounts of existing assets and liabikties and their respective tax bases. Deferred tax assets
and liabilities are measured using enacted lax rates expected {0 apply to taxable income in
the years in which those temporary diferences are expected to be recovered or settled. The
effect on deferred tax assets and liabilities of a change in tax rates is recognized in income
in the period that includes the enactment dale. Where a deferred tax assel has been
recognized, a valuation allowance is established if, based on the weight of available
evidence, itis more than likely that the deferred tax asset will no! be realized. '
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LORING WARD SECURITIES INC.

Notes to Financial Statements {continued)
{(Expressed in U.S. dolars)

Years ended December 31, 2005 and 2004 _ '

cR:1-1-E0

2.  Significant accounting policies (conlinued):

(d)

(e

e

)

(9)

(h)

The company is a member of the LWGI affiliated group and, accordingly, its federal taxable
income or loss is included in the consolidated federal income tax retum filed by LWG). The
company may also be included in certain stale and local tax retums of LWGI or ils
subsidiaries. The company's tax sharing agreement with LWG) provides that income laxes
be based on the separate results of the company. The agreement generally provides that
the company pay to LWGI amounts equal to taxes that the company would be required 1o
pay if it were lo file a return separately from the affilialed group. The agreement also
provides that LWGI will pay the company amounis equal 1o tax refunds the company would
be entitled to if it had atways filed a separate tax return.

Revenue recognition:
The company earns supervisory fees for overseeing the investment advisory activities of its
registered representatives. Most of the fees are for introducing to and working with clients of

LWI Financial Inc. (LWIF), a related party through common ownarship. The fees are billed
at the beginning of each gquarter and recognized as income over each quarterly period,

Brokerage commissions:

The company earns brokerage commissions on the sale of non-proprietary products and
services by its in-house brokers. Commission revenues and expenses are recorded on a
trade date basis.

Licensing and transaction fees: o

The company pays licensing fees 1o the NASD for individual and state registration.
Additionally, the company pays transaction fees in relation to being an underwriter.

Investment income:

Investment income is recorded using the accrual method of accounting and dividend
incoma is recorded on the ex-dividend date.

Use of 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 the reported amounts of assets and liabilities, the disclosure of
contingent assets and liabililies at the date of the financial statements and the reporied
amounts of revenues and expenses duning the year, Actual results could dilier from those
estimates.
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LORING WARD SECURITIES INC.

Notes to Financial Statements (continued)
(Expressed in U.S. dollars)

Years ended December 31, 2005 and 2004 _ '

Related party transactions:

The supervisory fees charged 1o clients of LWIF are billed and collected by LWIF on behalf of
the company. For the year ended ‘December 31, 2005, the company earned $142,147 (2004 -
$122,140) in supervisory laes from LWIF clients,

The company bears expenses direclly relaled 1o its operations, while LWIF bears expenses
which relate to more than one of commonly controlled entities, including, but not limited to,
personnel, office space and other support services. The company pays & management fes,
equal 1o approximately 50 percent of supervisary fees, undser an agreament between the parties
lo compensale LWIF for these common expenses. The amount of such expenses might be.
differant if incurred in anm’s-length transactions.

As of December 31, 2005, the company owed $247.52§ (2004 - $155,964) to LWIF.

The company has loaned $200,000 to LWIF in the form of two $100,000 non-interest bearing
promissory notes and these are due upon damand,

Income {axes:

Currenl income taxes consist of the following:

2005 2004
Federal taxes $ 19,919 $ 12,317

State and local 1axes 5.631 3,683

$ 25,600 $ 16,000

Income taxes for 2005 of $25,600 (2004 - $16,000) are consistent with the amounts computed
by applying the U.S. federal and stale tax raie to pre-tax income. The company has no deferred
income taxes as at December 31, 2005 and 2004.




LORING WARD SECURITIES INC.

Notes to Financial Statements {continued)
{Expressed in U_S. dollars)

Years ended December 31, 2005 and 2004
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Financlal instruments:
Risk management aclivilies:

Coltateral or other security to support financial instruments subject to credit risk is usually not
obtained. However, the credit standing of counter-parties is constantly monitored.

The company eams supervisory fees, which vary based u'pon the net asset value of assets
managed by LWIF. For the year ended December 31, 2005, such lees were 44 percent (2004 -
45 percent) of total revenue. In addition, the supervisory fees are received through LWIF from
their clients. Theretore, termination of this relationship with LWIF could adversely affect the
company’s revenue,

Clearing agreement:

The company is an introducing broker and clears transactions with and for customers on a fully
disclosed basis with Pershing LLC, a Bank of New York company. The company promptly
ransmils all customer funds and securities to Pershing LLC. In connection with this
arrangement, the company is contingently Siable for its customers’ transactions.

Regulatory requlrements:

The company is subject to the Securities and Exchange Commission (SEC) Uniform Net Capital
Rule (Rule 15¢3-1), which requires the maintenance of minimum net capital and that the ratio of
aggrepale indebtedness lo nel capital, both as defined, shall nol exceed 15 to 1. As ol
December s'i. 2005 and 2004, the company was in compliance with Rule 15c3-1, with net
capital of $416,359 and $386,915 respectively, which was $404,857 and $336,215 respeclively
in excess ol its required net capital of $11,502 (2004 - $50,000). The company’s net capital ralio
was .41 to 1 at December 31, 2005.

The company is exempt from Rule 15¢3-3 under paragraph (k)(2){ii} of the Securities Exchange
Aci o 1934 relating to the determination of reserve requirements because it does not maintain
customer accounts or take possession of customer securilies.
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KPMG LLP . Telephone 1204) 957.1770
Chartered Accountants Fax 1204) 957-0808
Suite 2000 - One Lombard Place Intemet Ww kpmg.ca
Winnipeg MB RA3B 0X3

Canada

INDEPENDENT AUDITORS’ REPORT ON INTERNAL ACCOUNTING
CONTROL REQUIRED BY RULE 17a-5 OF THE SECURITIES
EXCHANGE ACT OF 1934

To the Board of Directors of Loring Ward Securities Inc.

In planning and perfonming our audit of the financial statements and supplementary schedule of Loring
Ward Securities Inc. for the year ended December 31, 2005, we considered its internal control, .
including contro! activities for sateguarding securities, in order to determing our auditing procedures
for the purpose ¢l expressing an opinion on the financial statements and not to previde assurance on
the internal control, '

Also, as required by Rule 17a-5(g){1) of the Securilies and Exchange Commission (SEC}, we have
made a study of the practices and procedures followed by the company including tests of such

"practices and procedures that we considered relevant to the objectives slated in Rule 17a-5(g} In

making the periodic computations of aggregate indebledness and net capital under Rule 17a-3(a)(11)
and for determining compliance with the exemptive provisions of Rule 15¢-3-3. Because the company
does nol carry seturity accounts for customers or perform custodial functions relating to customer
securities, we did nol review the practices and procedures followed by the company in any of the
tollowing:

1. Making quarterly securilies examinations, counts, verifications and comparisons.
2. Recording of differences required by Rule 17a-13.

3. Complying with the requirements for prompt payment for securities under Section 8 of Fedéral
Reserve Regulation T of the board of govemors of the Federal Reserve System.

The management of the company is responsible for establishing and maintaining intemal contral and
the practices and procedures referred o in the preceding paragraph. In tulfiling this responsibility,
estimates and judgements by management are required to assess the expected benefits and related
cosis of controls 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 ol the objectives of intemal control and the practices and procedures are
lo provide management with reasonzble but not absolute assurance thal 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 the preparalion of financial statements in conformily with accounting principles generaly
accepled in the Uniled Stales of America. Rule 17a-5(g} lists additional objectives of the practices and
procedures listed in the preceding paragraph.

FPMG LLP 8 Cenacen brutad batskty fartnersts is e Canagan
tnember irm of 2PMG Intemanonal. & 54 @ cooperaine
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Because of inherenl limitalions in any internal control or the practices and procedures referred 1o
above, error or fraud may occur and nol be delecled. Also, projection of any evaluation of them to
fulure periods is subject to the risk thal they may become inadequate because of changes in
conditions or that the eflectiveness of their design and operation may deleriorate.

Our consideration of internal control would nol necessarily disclose all matters in inlernal control that
might be material weaknesses under standards established by the American Inslitule of Certilied

~Fublic Accountanls. A material weakness is a condition in which the design or operation of the specific
internal control components does not reduce to a relatively low level the risk that error or fraud in
amounts that would be material in relation fo the financial statemenis being audited may occur and not
be detected within a timely period by employees in the normal course of perlorming their assigned
functions. However, we noted no matters involving internal control, including control activities for
saleguarding securities, that we consider to be malterial weaknesses as delined above,

We understand that practices and procedures that accomplis'h the objectives referred to in the second

paragraph of this report are considered by the SEC lo be adequaite for its purposes in accordance with

the Securities Exchange Act of 1934 and relaled regulalions, and that praclices and procedures that
- do not accomplish such objectives in all material respects indicate a malerial inadequacy for such

purposes. Based on this undersianding and on our study, we believe Ihal the company’s practices and
, procedures were adequale as of December 31, 2005 1o meel 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 Securilies Dealers, Inc. and other regulallory agencies thal rely on
Rule 17a-5(g} under the Securities Exchange Act of 1934 in their regulation of registered brokers and
deslers, and is nol intended to be and should not be used by anyone olher than these specified
parties.

/‘r/‘”é e

Chanered Accountants

Winnipeg, Canada

January 30, 2006




ABOBL

t

A

LORING WARD SECURITIES INC.

Schedule - Computation of Net Capilal Under Rule 15c3-1 of the Securities and Exchange
Commission
{Expressed in U.S. dollars)

As al December 31, 2005

Net capital:
Total stockhelder's equity $ 469,656
Less: Non-allowable assets 48,824
Haircuts 4,473
Nel capital $ 416,359
Aggregate indebledness:
Accounts payable ' $ 5,958
Due to relaled parties, nel ' 166,573
Total aggregate indebledness $ 172531

Computation of net capital requirements:
Net capital required - greater of $5,000 or 6 2/3% of

aggregale indebtedness of $172,531 $ 11,502
Net capital in excess of requirements $ 404,857
Ratio of aggregate indebtedness to net capital 41to1

A reconciliation between the above computation and the company’s corresponding unaudited Form X-
17A-5, Part 1, filed with the National Association of Securities Dealers Regulation, Inc. on January 26,
20086, is not required as no malenal differences exist.
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