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MANTOR WATSON SECURITIES, INC.
Gahanna, Ohio

Report on Audit of Financial Statements

For the year ended March 31, 2006




OATH OR AFFIRMATION

1, Greg Mantor ' , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Mantor Watson Securities, Inc.- as

of March 31 _, 20 06 __, are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

. -\ . = . VTijIe.v. '
m@m W YW DARLENE M. NELSON

Notary Public Notary Public, State of Ohio
My Commission Expires
This report ** contains (check all applicable boxes): 10/3/2010

A (a) Facing Page.

3@ (b) Statement of Financial Condition.

B (c) Statement of Income (Loss).

¢ (d) Statement of Changes in Financial Condition.

[R (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Propnetors Capital.

O (f) Statement of Changes in Liabilities Subordinated to Clalms of Crednors

@ (g) Computation of Net Capital.

[} (h) Computation for Determination of Reservc Reqmremems Pursuant to Rule 15¢3-3.

0 (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3- 3.

[J () A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rulc 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

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

3 () An Oath or Affirmation.

0 (m) A copy of the SIPC Supplemental Report.

(1 (n) A reportdescribing 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 240.1 7a-5(e)(3).




k SCHNEIDER DOWNS

INSIGHT = INNQVATION = EXPERIENCE

INDEPENDENT AUDITORS' REPORT

To the Shareholder
Mantor Watson Securities, Inc.
Gahanna, Ohio

We have audited the accompanying statement of financial condition of Mantor Watson Securities, Inc.
(the Company) as of March 31, 2006, and the related statements of operations, changes in stockholder’s
equity, and cash flows for the year then ended that are being filed pursuant to rule 17a-5 under the Securi-
ties Exchange Act of 1934. These financial statements are the responsibility of the Company’s manage-
ment. 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 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 audit provides a reasonable

basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the finan-
cial position of Mantor Watson Securities, Inc. as of March 31, 2006, and the results of its operations and
its cash fiows 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 basic financial statements taken as
a whole. The information contained in Schedules 1 and 1 are 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 audit-
ing 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.

Sﬂnunbsn. Bbwus ":' Co.‘ LTwe.
Columbus, Ohio

April 27,2006
Schneider Downs & Co., Inc. 1133 Penn Avenue 41 . High Street
www.schneiderdowns,com Pittsburgh, PA 15222-4205 Suite 2100
TeL 412.261.3644 Columbus, OH 43215-8102
IIG AF’ fax 4122614876 vew 6146214060
3 e Fax  614.621.4062




MANTOR WATSON SECURITIES, INC.

STATEMENT OF FINANCIAL CONDITION
"MARCH:31, 2006 " -

ASSETS
CASH AND EQUIVALENTS

DEFERRED INCOME TAXES

LIABILITIES AND STOCKHOLDER’S EQUITY
ACCOUNTS PAYABLE AND ACCRUED EXPENSES

COMMON STOCK
No par value, $10 stated value, 750 shares authorized,
10 shares issued and 4 shares outstanding
ADDITIONAL PAID-IN CAPITAL
RETAINED EARNINGS

LESS CO_MMON STOCK HELD IN TREASURY, 6 shares at cost

See notes to financial statements.

$

. 76,047

3,100

o §

. 79,147

100

41,200

42,847

84,147
(5,000)

79,147

79,147

|



MANTOR WATSON-SECURITIES, INC.

. STATEMENT OF OPERATIONS
FOR THE YEAR ENDED'MARCH 31, 2006

REVENUES
Comitnissions R 84,659 .
Interest and other income 1,349
' - 86,008
SELLING, GENERAL AND ADMINISTRATIVE EXPENSES
Salarics, payroll taxes, and benefits 43,322
Professional services 4,625
Occupancy 5,702
General and adonmnistrative 32,544
Depreciation and amortization  : ' * ' ¢ B R 11,038
97,231
Operating Loss S et T T (1,223)
OTHER INCOME (EXPENSE)
Gain on sale of property and equipment R 15,677 .
Interest expense o ' e T (275)
N T 15,402
Income Before Provision For Income Taxes SR ' . 4,179
PROVISION FOR INCOME TAXES S .. 473
Net Income ' " a Co ' § - 3,706

See notes to financial statements.




MANTOR WATSON SECURITIES, INC.

STATEMENT OF CHANGES IN STOCKHOLDER’S EQUITY

BALANCE, March 31, 2005

Purchase of common stock
into treasury

Additional capital contributed
- Net income

BALANCE, March 31,2006

See notes to financial statements.

FOR THE YEAR ENDED MARCH 31, 2006

Additional Total
Common Paid-In Treasury © . Retained Stockholder’s
Stock Capital Stock Bamings Equity
$ 100 $ 29200 - 5 39,141, $ 68,441
. - S (5,000) - (5,000)
- 12,000 - : - 12,000
i - _ 3,706 3,706
100 § 41,200 § (50000 $ 42,847 $ 79,147
6




MANTOR WATSON SECURITIES, INC.

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED MARCH 31, 2606

CASH FLOWS FROM OPERATING ACTIVITIES
Net income e
Adjustments to reconcile net income to

net cash provided by operating activities:
Deprectation and amortization
Deferred income taxes
Gain on sale of property and equipment
Change in operating assets and liabilities:
Commissions receivable
Accounts payable and accrued expenses
Income taxes payable ,
Net Cash Provided By Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES |
Proceeds from sale of property and equipment

CASH FLOWS FROM FINANCING ACTIVITIES
Acquisition of common stock into treasury
Additional capital contributed
Principal payments on note payable

Net Cash Used In Financing Activities

Net Increase In Cash And Equivalents

CASH AND EQUIVALENTS
Beginning of Year

End of Year

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Cash paid for:
Interest
Income taxes

See notes to financtal statements.

$

3,706

11,038
400
(15,677)

- 8,725

(686)
(2,827)

4,679
25,000

(5,000)
12,000
(9,074)

(2,074)

27,605

48,442

76,047

275
2,849




MANTOR WATSON SECURITIES, INC.

NOTES TO FINANCIAI STATEMENTS
MARCH 31, 2006

NOTE 1 - ORGANIZATION AND PUROSE

Mantor Watson Securities, Inc. (the Company), an Ohio corporation, was incorporated in 1996 and was
engaged in the buying and selling of marketable securities for its customers, which were generally located in the
Central Ohio area. During the year ended March 31, 2006, the Company decided to cease operations and began
looking for a buyer for its broker-dealer license. The stockholder of the Company intends to continue as a going
concern until such time as the license has been sold and all operations have been completed. o

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Accounting 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 and disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amount of revenues and expenses during the reporting period. Actual
results could differ from those estimates.

Commissions Receivable - Commissions receivable are recorded when they are earned and are presented
in the statement of financial condition net of any allowance for doubtful accounts. Commissions receivable are
written off when they are determined to be uncollectible. Any allowance for doubtful accounts is estimated based
on the Company’s historical losses, the existing economic conditions in the industry and the financial stability of
those individuals that owe the receivable. No allowance for doubtful accounts was deemed necessary at March
31, 2006.

Property and Equipment - The Company carries property and equipment at cost. Depreciation is provided
using the straight-line method for financial reporting purposes at rates based on estimated useful lives of five
years. For federal income tax purposes, depreciation is computed using the modified cost recovery system.
Expenditures for major renewals and betterments that extend the useful lives of property and equipment are
capitalized whlle expenditures for repairs and maintenance are charged to expense as mcurred

Revenues and Expenses - The Company records revenues and expenses directly related to securities
transactions on a trade date basis. '

Income Taxes - Income taxes are provided for the tax effects of transactions reported in the financial
statements and consist of taxes currently due plus deferred taxes related primarily to the differences in
depreciation of property and equipment and revenue and expense recognition for financial and tax reporting.
Deferred tax assets and liabilities represent the future tax return consequences of those differences, which will
either be taxable or deductible when the assets and habilities are recovered or settled.

Statement of Cash Flows - For purpose of the statement of cash flows, the Company considers all highly
liquid investments, with an original maturity of minety days or less to be cash equivalents.




MANTOR WATSON SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS'
MARCH 31, 2006

NOTE 3 - RESTRICTED CASH AND EQUIVALENTS

~ The Company is required to maintain a deposit with its clearing broker-dealer At March 31, 2006, the
Company had a depos;t of $33, 098 of whjch $25,000 was restricted. 5 ' ‘

NOTE 4 - INCOME TAXES

The provision for income taxes at March 31, 2006 consists of the following:

Fedéral - current -~ 5 73
-Fedefal-‘deferred RO : 400 -
% 473

Deferred tax assets and liabilities at March 31, 2006 consisted of the folllow‘ing:

Nétoperatingloss ~ ~ * § 2,300

Contributionis' St 800 o
$ 3,100

NOTE 5 - NET CAPITAL

The Company js subject to the uniform net capital rule of the Securities and Excharige Commission (Rule
15c3-1), which requires that the Company maintain minimum net capital and that the Company’s ratio of
“aggregate indebtedness” to “net capital” not exceed 15 to 1 (as defined by the Rule). The Company had net
capital of $75,391 as of March 31, 2006, which was in excess of the net capital required by NASD of $5, 000 The
Company’s ratio of aggregate indebtedness to net capital at March 31, 2006 was zero to 1.




MANTOR WATSON SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2006

NOTE 6 - RELATED PARTY TRANSACTIONS

Effective April 1, 2005, the Company terminated its month-to-month rental agreement with the sole
stockholder for office space that required monthly payments of $2,000. Accordingly, the Company mcurred no
rent expense for the year ended March 31, 2006 and has no future rent obligation to the stockholder

In February 2006, the sole stockholder acquired a vehicle from the Company for its fair market value.
This sale resulted in a gain to the Company of $15,677. :
NOTE 7 - SUBSEQUENT EVENTS

Subsequent to year end, the Company began negotiations with a third party to sell its broker-dealer
license. At the date of this report, the terms of any potential sale had not been finalized.

10
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MANTOR WATSON SECURITIES, INC.

SCHEDULET

COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1 OF THE

SECURITIES AND EXCHANGE COMMISSIO
MARCH 31, 2006 : L

NET CAPITAL A
Total stockholder’s equi-ty
Add: S
Liabilities subordinated to claims of general creditors
allowable in computation of net capital

Other (deductions) or allowable credits-deferred income
taxes payable

Total Capital And Allowable Subordinated Liabilities

Deductions and/or charges:
Non-allowable assets:
Receivable from broker
Property and equipment, net
Deferred income taxes

Net Capital Before Haircuts On Securities Position

Haircuts on securities
Contractnal securities commitments
Deficit in securities collateralizing secured demand notes
Trading and investment securities
Bankers’ acceptances, certificates of deposits, and
commercial paper
U.S. and Canadian government obligations
State and municipal government cbligations
Corporate obligations
Stocks and warrants
Options
Other securities
Undue concentrations

Net Capital

11

$

79,147

3,100

76,047

656

$

75,391




MANTOR WATSON-SECURITIES, INC.

SCHEDLLE 1 - Continued

COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1 OF THE
SECURITIES AND EXCHANGE COMMISSION
MARCH 31, 2006

AGGREGATE INDEBTEDNESS .

Items included in statement of financial condition: * -
Long-term note payable (secured by property and equipment) ' -
Payable to brokers and dealers -
Payable to clearing broker : : SR " . o ; -
Other accounts payable and accrued expenses C C ' -

Items not included in statement of financial condition: -
Market value of securities borrowed for which no equivalent - -
value is paid or credited -
Other . B Coaen o : o -

Total Aggregate Indebtedness S y -

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Minimum net capital required (calculated) -

Minimum net capital required (stated) $ 5,000

Excess net capital $ 70,391 n
Excess net capital at 1,000 percent $ 75,391 |
Ratio: Aggregate indebtedness to net capital N/A

RECONCILIATION WITH COMPANY'S NET CAPITAL COMPUTATION

Net capital, as reported in Company's Part 1l FOCUS report (unaudited) $ 32,271 II
Company entries posted after FOCUS submitted 42,865
Audit adjustments, net 255

Net Capital Per Above $ 75,391 ﬂ

. i
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MANTOR WATSON SECURITIES, INC.

- SCHEDULEII *

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
UNDER RULE 15¢3-3 OF THE SECURITIES AND EXCHANGE COMMISSION
MARCH 31, 2006

In the opinion of management, the Company has complied with the exemption provisions .

under Rule 15¢3-3 for the period from acquisition to March 31, 2006 under the following

section;

(k) (2)(11) - All customer transactions cleared through another broker-dealer -
on a fully disclosed basis. Name of clearing firm:

SEC#s .+ Name R - Product

8-10999 Raymond James & Associates, Inc. Bonds
8-10999 Raymond James & Associates, Inc. : Equities
I3
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L SCHNEIDER DOWNS

INSIGHT = INNOVATION = EXPERIENCE

REPORT ON INTERNAL CONTROL REQUIRED BY SEC RULE 17a-5 FOR
A BROKER-DEALER CLAIMING AN EXEMPTION FROM SEC RULE 15¢3-3

Shareholder
Mantor Watson Securities, Inc.
Gahanna, Ohio

In planning and performing our audit of the financial statements and supplemental schedules of Mantor
Watson Securities, Inc. (the Company) for the year ended March 31, 2006, we considered its internal
control in order to determine our auditing procedures for the purpose of expressing our opinion on the
financial statements and not to provide assurance on internal control.

Also, as required by rule 17a-5(g)(1) 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 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).
2. Determining compliance with the exemption provisions of rule 15¢3-3.

Because the Company does not carry securities accounts for customers or perform custodial functions
relating to customer securities, we did not review the practices and procedures followed by the Company

in any of the following:

1. Making quarterly securities examinations, counts, verifications and comparisons.

2. Recording of differences required by rule 17a-13.

3. Complying with the requirements for prompt payment for securitics under Section 8 of
the Federal Reserve Regulation T of the Board of Govemnors of the Federal Reserve
System.

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 controls
and 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 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 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.

Schngider Downs & Co., Ing, 1133 Penn Avenue 41 S, High Street
www.schneiderdowns.com Pittsburgh, PA 15222-4205 Suite 2100
TEL 4122613644 Columbus, OH 43215-6102
I’G A F) Fax 412.261.4876 TeL 614.621.4060

Fax 614.621.4062
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Because of inherent limitation in internal control or the practices and procedures referred to above, error
or fraud may occur and not be detected. Also projection of any evaluation of them to future periods is
subject to the risk that they may become inadequate because of changes in conditions or that the effec-
tiveness of their design and operation may deteriorate.

Our consideration of internal control would not necessarily disclose all matters in internal control that
might be a material weakness under standards established by the American Institute of Certified Public
Accountants. 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 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. How-
ever, we noted no matters involving internal control, including control activities for safeguardmg securi-
ties, which we considered 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 our study, we believe that the Company’s practices and procedures were
adequate at March 31, 2006, to meet the SEC’s objectives.

This report is intended solely for the information and use of the sharcholders, management, the SEC 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.

S¢4NEH)ER bvw.us .t\ CQ_I T Ne,
Columbus, Chio

April 27, 2006
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