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I,

OATH OR AFFIRMATION

Anthony G. Barbuto , swear (or affirm) that, to the best of my knowledge and belief the

accompanying financial statements and supporting schedules pertaining to the firm of Wafra Securities, Inc.,
as of _December 31, 2006, 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.

VINCENT P. CAMPAGNA
NOTARY PUBLIC State of New York
No 71 -CASOde
Qualitiea in “ew York
Commission Expires July 31, 2009

a Signature

Chief Executive Officer
Title

Notary Public
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his report ** contains (check all applicable boxes):

(a) Facing page.

(b) Statement of Financial Condition.

(c) Statement of Income {Loss).

(d) Statement of Cash Flows.

(e) Statement of Changes in Stockholders' Equity or Partners’ or Sole Proprietor's Capital,

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital

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

(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 Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation,

(1) An Qath or Affirmation.

(m) A copy of the SIPC Supplemental Report.
(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

(0) Independent Auditor’s Report on Internal Control

I **For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3}.
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McGladrey & Pullen

Certified Public Accountants

Independent Auditor's Report

To the Board of Directors and Stockholder
Wafra Securities, Inc.
New York, New York

We have audited the accompanying statement of financial condition of Wafra Securities, Inc. (a wholly-owned subsidiary
of Waira Investment Advisory Group, Inc) (the “Company”) as of December 31, 2006, that you are filing pursuant to rule
17a-5 under the Securities Exchange Act of 1934. This financial statement is the responsibility of the Company's
management. Our responsibility is to express an opinion on this financial statement 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 statement
of financial condition is free of material misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the statement of financial condition. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall statement of financial
condition presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the slatement of financial condition referred to above present fairly, in all material respects, the financial
position of Wafra Securities, Inc. as of December 31, 2006, in conformity with accounting principles generally accepted in

the United States of America.
/?% / e lloiny L e

New York, New York
February 14, 2007

McGladrey & Pullen, LLP is a member firm of RSM Intemational,
an affiliation of separate and independent legal entities. 1




Wafra Securities, Ine.

Statement of Financial Condition
December 31, 2006

ASSETS

Current Assets:
Cash and cash equivalents
Prepaid expenses
Receivable from clearing broker

Total current assets
LIABILITIES AND STOCKHOLDER'S EQUITY
Current Liabilities:
Due to affiliate
Accrued expenses and other liabilities
Total current liabilities
Stockholder's Equity:
Common stock - $.01 par value; authorized 20,000 shares, issued
and outstanding, 1,000 shares
Additional paid-in capital
Retained earnings

Total stockholder's equity

Total liabilities and stockholder's equity

See notes to statement of financial condition.

$ 155,693
12,455

20,600

$ 188748

$ 3925

13,976

17,901

10
117,475

53,362
170,847

$ 188,748




Wafra Securities, Inc.

Notes to Statement of Financial Condition
Year Ended December 31, 2006

Note 1, Organization and Business Activity

Wafra Securities, Inc. (the ‘Company”) is a broker-dealer registered with the Securities and Exchange Commission (the
‘SEC"} and is a member of the National Association of Securities Dealers, Inc. (NASD"). The Company was
incorporated in the State of New York. The Company is a wholly-owned subsidiary of Wafra Investment Advisory Group,
Inc. {“Advisory™). The Company acts as an introducing broker whose only business aclivity is 1o provide broker-dealer
services to Advisory's clients and other related entities. A majority of the commissions generated are from clients located
in the State of Kuwait.

The Company operates under the provisions of Paragraph (k)(2)(ii) of rule 15c¢3-3 of the Securities Exchange Act of 1934
and, accordingly, is exempt from the remaining provisions of that rule. Essentially, the requirements of Paragraph
(k)2)(ii) provide that the Company clear all transactions on behalf of customers on a fully disclosed basis with a clearing
broker-dealer, and promptly transmit all customer funds and securities to the clearing broker-dealer. The clearing broker-
dealer carries all of the accounts of the customers and maintains and preserves all related books and records as are
customarily kept by a clearing broker-dealer.

Note 2. Summary of Significant Accounting Policies

Use of Estimates: The preparation of financial statement in conformity with accounting principles generally accepted in
the United Stales of America requires management to make estimates and assumptions that affect the reporied amounts
of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statement. Actual
results could differ significantly from those estimates.

Cash and Cash Equivalents: The Company considers all highly liquid, short-term investments with a maturity of 90 days
or less when acquired 1o be cash equivalents. Cash and cash equivalents consist primarily of cash and investments in
the Bank of New York Cash Reserves Fund, which are maintained at one bank.

Income taxes: The Company is included in the consolidated Federal, state and local income or franchise tax returns filed
by Advisory. No formal tax-sharing agreement exists between the Company and Advisory.

Note 3. Receivable from Clearing Broker

The Company has an agreement with BNY Clearing Services LLC (‘BNY™) to clear securities transactions, carry
customers’ accounts on a fully disclosed basis and perform related record-keeping functions. The agreement can be
canceled by either party upon 90 days’ written notice. The agreement states that the Company will assume its customers’
obligations should a customer of the Company default on its obligations relating 1o securities trades executed by BNY.
BNY controls customers’ credit risk by requiring that they maintain margin collateral in compliance with various regulatory
and internal guidelines. At December 31, 2006, the Company has recorded no liabilities with regard to these obligations.
During 2006, the Company made no payments to BNY in this connection.

At December 31, 2006, the receivable from clearing broker represents commission’s receivable eamed as an introducing
broker for the transactions of its cuslomers,



Wafra Securities, Inc.

Notes to Statement of Financial Condition
Year Ended December 31, 2006

Note 4. Related Party Transactions

The Company has entered into a service agreement with Advisory whereby the Company pays a management fee to
Advisory for utilizing the services of its employees. This fee is to be agreed upon each year by both parties. The balance
due 1o affiliate consists as at December 31, 2006 primarily of management fees of $2,500.

Note 5. Net Capital Requirement

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule 15¢3-1, which requires
the maintenance of minimum net capital and requires that the ratio of aggregate indebtedness to net capital, both as
defined, shall not exceed 15 to 1. Rule 15¢3-1 also provides that equity capital may not be withdrawn or cash dividends
paid if the resulting net capital ratio would exceed 10 to 1. Net capital and aggregate indebtedness change from day to
day, but as of December 31, 2006, the Company had net capital of $154,392, which exceeded its requirement of $50,000
by $104,392. The ratio of aggregate indebtedness to net capital was 0.12 to 1.

Note 6. Concentration of Credit Risk
Financial instruments that potentially subject the Company to significant concentrations of credit risk consist principally of

cash and cash equivalents. The Company maintains substantially all of its cash and cash equivalents with one financial
institution, which management of the Company considers to be of high quality.

END




