4
!

_ | @E %Z?——% |

A Y,

o

I 07000827-A725 - OMB APPROVAL
. “"""“"\'\ TUAANERICTIARN IO (MISSION OMB Number: 32350123
- Washington, D.C. 20549 , Expires:  January 31, 2007
l Estimated average burden
perresponse...... 12,
ANNUAL AUDITED REPOHT hours per response 0
- ~ [sEc ALE NUMBER
I | L& esr75—

FACING PAGE
Information Required of Brokers and Dealers Pursuant, {to Section 17 of the
Securities Exchange Act of 1934 and Rule 17a-5 Thereunder L

f

b

REPORT FOR THE PERIOD BEGINNING 10/01/05 AND ENDING 9/30/06
' MM/DD/YY 1 MM/DD/YY

A. REGISTRANT IDENTIFICATION *

7

NAME OF BROKER-DEALER: NUMIS SECURITiES; INC. OFFICIAL USE ONLY

]

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.0. Box No.) ! ' FIRM 1.D. NO.

111 FIFTH AVENUE, 13TH FLOOR . 4
(No. and Strect) '

NEW YORK, NY 10003-1005 . ' )
(City) ) (State) _ { (Zip Code)

}

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
WILL RBBINS . ‘ 646~205-2300

i (Area Code ~ Telephone Number)

B. ACCOUNTANT IDENTIFICATION |

t

I
INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Repor'g'

}

PRICEWATERHOUSE COOPERS LLC ' f
) (Nome — if individual, state last, firss, middle name)

300 MADISON AVENUE NEW YORK, NY 10017

O Accountant not resident in United States or any of its possessions.

FOR OFFICIAL USE ONLY F ; (=Y
T, : Jr o Aﬂe,#r—

""l (Address) (City) l (State) . (Zip.Code)
CHECK ONE: | 1 ’
Certified Public Accountant PROCESSED |
l O Public Accountant o
MAR 0 2 2007
! .

' -
*Claims for exemption from the requirement that the annual report be covered by the opii':ion of an independent public accountant
must be supported by a statement of facts and circumstances relied on as the basis for thf exemption. See Section 240.17a-5(e)(2)
|
Potential persons who are to raspond to the coliection of
SEC 1 information contained in this form are not required to respond
410 {06-02) unless the form displays a currently valid OMB control number.

I

| S
| o 2|\




*

]

i\

/

}

{
M EE N Ea

|
L

0oog O DUD.EDHEEBB

OATH OR AFFIRMATION

I, WILL ROBINS - swear (or effirm) that, to the best of

my knowledge and belief the accompanying ﬁnancnal statement and supporting schedules penalmng to the firm of
NUMIS SECURITIES, INC. s , a8

of _ SEPTEMBER 30 ,20 96 are true and correct.| 1 further swear (or affirm) that

neither the company nor any partner, proprictor, principal officer or director has any propr:etary interest in any account
classified solely as that of a customer, except as follows: [

!

Signal:;ue
|
X CEO j
. : ‘ ’ 'I'itli'c
Viread s e - |
Notary Public . VERONICA D. DE LOS SANTOS
Notary Public, State of New York
This report ** contains (check all applicable boxes): No. 01DE6066570
(a) Facing Page. ‘ Qualified in Queens Cou

(b) Statement of Financial Condition. Commission Expires March 3, 2010

{c) Statement of Income (Loss). ' _ ‘ I

{d} Statement of Changes in Financial Condition. i

(c) Statement of Changes in Stockholders’ Equity or Partners’ or Solc Proprictors’ Caplial

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

{g) Computation of Net Capital.

{h) Computation for Determination of Reserve Requlremems Pursuant to Rulc 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15c3 3.

() A Reconciliation, including appropriate explanation of the Computation of th Capital Under Rule 15¢3-3 and the
Computatmn for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Staterents of Financial Condmon with respect to methods of
consolidation. | .

(1) An Qath or Affirmation. f

{m} A copy of the SIPC Supplemental Report. ' '

(n) Areportdescribing any material inadequacies found to exist or found to have exui;lcd since the date of the previous audit.

‘

**For conditions of confidential treatment of certain portions of this filing, see secrian 240.17a-5(e}(3).
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PRICEWATERHOUSE(COPERS

PricewaterhouseCoopers LLP
PricewaterhouseCoopers Cenler
300 Madison Avenue

New York NY 10017
Telephone (646) 471 3000
Facsimile (813) 286 6000

Report of Independent Auditors

To the Stockholder and Board of Directors of
Numis Securities, Inc.

In our opinion, the accompanying statement of financial condition presents fairly, in all material
respects, the financial position of Numis Securities, Inc. at September 30, 2006 in conformity with
accounting principles generally accepted in the United States of America. This financial statement is
the responsibility of the Company's management; our responsibility is to erress an opinion on this
financial statement based on our audit. We conducted our audit of this state:ment 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 Statement of Financial Condition
is free of material misstatement. An audit includes examining, on a test baslis. evidence supporting the
amounts and disclosures in the statement of financial condition, assessing the accounting principles
used and significant estimates made by management, and evaluating the overall statement of financial
condition presentation. We believe that our audit of the statement of financial condition provides a
reasonable basis for our opinion.

As described in Note 4 to this financial statement, the Company has been provided with a letter from its
ultimate parent, Numis Corporation Plc., whereby the Company will receive an aggregate of
$5,000,000 should it need such amounts to meet regulatory requirements or obligations to vendors,
employees, other securities dealers or other parties, for a period of up to one year through January 27,
2008.

WM@L/@‘W (o “‘*afv’ﬁﬁ

January 24, 2007
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Numis Securities, Inc.
Statement of Financial Condition
September 30, 2006

Assets

Cash

Receivables from and deposits with broker

Fixed assets, net of accumulated depreciation and amortization
Prepaid expenses and other

Liabilities and Stockholder's Equity
Payable to Parent
Accounts payable and accrued expenses

Stockholder's equity

The accompanying notes are an integral part of this financial statement.
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700,544
725.418
167,602
119,735

$ 1713299
$ 296958
862,117
1,159,075
554 224

$ 1713299



Numis Securities, Inc.
Notes to Statement of Financial Condition
September 30, 2006

Description of.Business

Numis Securities, Inc. (the “Company™), a Delaware corporation incorporated on October 17, 2003,
is a wholly owned subsidiary of Numis Securities Limited (“the Parent™).| The Company
commenced its operations on October 23, 2003, and received its license from the Securities and
Exchange Commission (the *SEC") on February 18, 2004. The Parent is in the investment banking
and institutional stock-brokerage business, and is a wholly owned. tradlng subsidiary of Numis
Corporation Plc (“PIc”). Plc is a listed United Kingdom stock company traded on the Alternative
Investment Market of the London Stock Exchange ("LSE"). .

The Company is a broker-dealer registered with the SEC and a member of the National

Association of Securities Dealers, Inc. The Company was established to provide securities

brokerage services to United States customers trading in United Kingdom securities.
Significant Accounting Policies

Basis of Presentation

The financial statements have been prepared in accordance with accou'nting principles generally
accepted in the United States.

Cash ‘

Cash represents unrestricted cash held with one major financial institution. As of September 30,
2006, the cash held at banks exceeded the Federal Deposit Insurance Company (FDIC) insurance
limits. The Company does not expect non-performance by the bank.

Fixed Assets
Fixed assets consist of office equipment, furniture, technology equrpment and leasehold
improvements stated at cost, less accumulated depreciation and amortization.

|

Receivables from and Deposits with Broker
Receivables from and deposits with broker represent cash balances on: deposrt with and
commissions and interest receivable from the Company's clearing broker The Company is subject
to credit risk should the clearing broker be unable to pay the balance reflected on the statement of
financial condition. However, the Company does not anticipate non- performance by this
counterparty. The carrying value approximates the fair value as the balance is short-term and
bears interest at prevailing short-term rates.

Foreign Exchange Transactions |

The Company’s reporting and functional currency is the U. S. dollar. The Company's assets and
liabilities denominated in a foreign currency are transtated using exchange rates at the end of the
year.

Income Taxes '
The Company accounts for income taxes in accordance with Statement of Financial Accounting
Standards No. 109, Accounting for income Taxes (*SFAS 109"). Deferred tax assets and liabilities
are determined based on the differences between the financial statement and tax bases of assets
and liabilities using-enacted tax rates in effect for the year in which the dlfferences are expected to
reverse. Valuation allowances are established to reduce deferred tax assets to amounts that more
likely than not will not be realized. t
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Use of Estimates and Indemnifications

The preparation of the financial statements 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 amounts of income
and expense during the reporting period. These estimates and assumpt:ons are based on
judgment and available information, and, consequently, actual results could be materially different
from these estimates.

In the normal course of business, the Company enters into contracts thét contain a variety of
representations and warranties which provide general indemnifications.: The Company's maximum
exposure under these arrangements is unknown as the contracts refer to potential claims that have
not yet occurred. However, management expects the risk of loss to be remote.

Share-Based Compensation |

Certain employees of the Company are permitted to participate in Plc’s Restricted Stock Plan for
Employees of Numis Securities Inc. ("the Plan™). The Plan is accounted for in accordance with
Statement of Financial Accounting Standards No. 123R (“SFAS 123R" )' “Share-Based payment.”
SFAS 123R requires companies to recognize expense for stock-based compensatlon in the-
statement of operations. The Company has recorded compensation expense on a straight-line
basis over the vesting period of the awards. The resulting fiability is included in Payable to Parent
on the Statement of Financial Condition.

Fixed Assets

As of September 30, 2006, fixed assets consisted of the following:

Furniture, fixtures and leasehold improvements $ 92,999
Technology equipment 142,712
235,711
Accumulated depreciation and amortization (68,109)
Fixed assets, net $ 167,602

The Company is obligated under a noncancelable lease for office space which expires on July 30,
2009. The lease is subject to a master lease agreement which could be cancelled at any time.

Minimum future annual rental commitments under the noncancelable operating lease are as
follows:

Year ending
September 30, 2007 $114,902
September 30, 2008 118,349
September 30, 2009 80,862

$314,113
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Related Party Transactions 1

The primary business of the Company is to act as agent for the Parent’ s clients and the Parent
receives a service fee for each transaction. For the year ended September 30, 2006, the
intercompany service fee expense under.such agreement was $294,374. Of this amount,
$243,172 is included as payable to Parent in the accompanying statement of financial condition.
For the year ended September 30, 2006, the Parent converted its right to receive $100,000 of
this reimbursement and effected a contribution to the Company's additional paid in capital.

The Company has evaluated its ability to meet future operating expenses cash needs and
anticipated regulatory capital requirements to ensure its business operatrons can continue without
interruption. Based on this evaluation, Plc has undertaken to provide addrttonal funding as may,
from time to time, be required in the form of cash capital contributions up to a maximum of
$5,000,000 through January 26, 2008. Such amount is considered to be sufficient by management
of the Company to meet both regulatory/or business requirements of the Company for such period.

On December 15, 2008, in connection with the above agreement, Pic contributed additional capital
of $715,000.

Clearing Fee Agreement

The Company has an agreement with its clearing broker. As part of the agreement, the Company
maintains a deposit account with the clearing broker and is subject to certarn termination fees in the

- event the agreement is terminated by either party without cause upon nlnety days prior notice. The

termination fee is defined in the agreement as a reasonable and documentable amount agreed
upon by both parties. The Company does not intend to terminate the agreement during this period,
and as such has not recognized any liability or expense related thereto.

Income Taxes

l
At September 30, 2006, the Company has recorded a deferred tax asset of $1,652,975. A
valuation allowance is recognized against deferred tax assets if it is more likely than not that such
asset will not be realized in future years. Accordingly, a valuation allowance of $1,552,875 has
been recorded against the deferred tax asset in accordance with the reallzatlon criteria established
by SFAS 109. The ultimate realization of deferred tax assets is dependent upon the generation of
future taxable income. Due to the Company's limited operating h:story evaluation of the
Company's ability to generate future taxable income is not reasonably possible.

Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule
("Rule 15¢3-17) which requires the Company to maintain minimum adjusted net capital equivalent
to the greater of $5,000 or 6-2/3% of aggregate indebtedness. Rule 15¢3-1 also requires that the
ratio of aggregate indebtedness to net capital shall not exceed 15 to 1./ At September 30, 2006, the
Company had net capital of $954,794, which exceeded the amount requrred by $925,189. The
ratio of aggregate indebtedness to net capital was .47 to 1.

The Company is exempt from the provisions of Rule 15¢3-3 of the SEC since the Company's
activities are limited to those set forth in the conditions for exemption pursuant to subsection k(2)(ii)
of this rule.
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Restricted Stock Plan _ |

During the year ended September 30, 2006, the Company's board of dlrectors approved the Plan,
Under the terms of the Plan, selected employees are awarded a share) ipurchase option on Plc
stock, which is priced at the Plc closing price on the LSE on the grant date and such option expires
30 days after grant date. !f an employee exercises this option, the employee is then granted an
option on Plc stock on a like number of shares, where the exercise prrce is based on that days
closing price on the LSE and this additional share purchase aption ("the matching shares") has a 5
year vesting period. The matching shares vest on the fifth anmversaly of the date purchased or on
a pro-rata basis in the event of involuntary termination. Unvested matching shares are forfeited in
the event of voluntary termination or termination for cause. - :

I
Under the terms of the Plan, employees purchasing shares may finance the purchase with a loan
from Plc with repayments, including interest, made annually for five years In the event of non-
payment, matching shares are forfeited. I

As of September 30, 2006, 42,947 matching shares have been offered and issued under the Plan,
with an exercise price of $4.76.
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PricewaterhouseCoopers LLP
PricewaterhousaCoopers Center
300 Madison Avenue

Report of Independent Auditors on Internal 1'\_'5:“' :9*.“;4160%1771 2000
Control Required By SEC Rule 17a-5 Fg:;mﬁ,ge(g,a,gs

To the Stockholder and
Board of Directors of Numis Securities, Inc.:

standards generally accepted in the United States of America, we con31dered the Company's

‘internal control over financial reporting (internal control) as a basis for de31gnmg our auditing

procedures for the purpose of expressing our opinion on the financial statements but not for the
purpose of expressing an opinion the effectiveness of the Company's internal control.
Accordingly, we do not express an opinion on the effectiveness of the Company's 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
consideration of control activities for safeguarding securities. This study included 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. Detennmmg compliance with the exemptive provisions of Rule 1503 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

'|
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 securltles 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 margin

securities of customers as reqmred by Rule 15¢3-3;

|

- The management of the Company 1s responsnble for establishing and mamtammg 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
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precedmg 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, bql 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 accordance with generally accepted accounting principles. Rule 17a-5(g) lists
additional objectives of the practices and procedures listed in the preceding paragraph.

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 of 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 may
deteriorate.

A control deficiency exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination
of control deficiencies, that adversely affects the entity's ability to initiate, authorize, record,
process, or report financial data reliably in accordance with generally accepted principles such

that there is more than a remote likelihood that a misstatement of the entlty s financial statements

that is more than inconsequential will not be prevented or detected by lhe entity's internal control.

A material weakness is a significant deficiency, or combination of signiﬁcant control
deficiencies, that results in more than a remote likelihood that a matenal misstatement of the
financial statements will not be prevented or detected.

Our consideration of internal control was for the limited purpose described in the first, second,
and third paragraphs and would not necessarily identify all deficiencies ] in internal control that
might be material weaknesses. However, we noted the following deﬁcwncy regarding a control
activity and its operation that we consider to be material weaknesses as defined above. This
control deficiency was considered in determining the nature, timing, and extent of the procedures
to be performed in our audit of the financial statements of Numis Securities, Inc. as of'and for the

year ended September 30, 2006, and this report does not affect our report thereon dated January

24,2007.

As of September 30, 2006, the Company did not maintain effective internal control over its
accounting for stock based compensation. Specifically, the Company falled to maintain effective
controls over the completeness, accuracy and valuation of its stock based compensation in
accordance with accounting principles generally accepted in the United States of America. This
internal control deficiency resulted in an audit adjustment to the Company s 2006 financial
statements. In addition, this control deficiency could result in a material misstatement of
compensation expense and payable to parent that would result in a material misstatement of the

Company's financial statements that would not be prevented or detected. Accordingly, we have

concluded this control deficiency constitutes a material weakness.
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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 res'pects indicate a matenal
inadequacy for such purposes. Based on this understanding and on our study, we believe that the
Company’s practices and procedures were adequate at September 30, 2006 to meet the SEC’s
objectives except as follows. We consider the aforementioned deficiency regarding the
Company's accounting for stock based compensation to be a material inz'leequacy. This material
inadequacy was considered in determining the nature, timing, and extent of the procedures to be
performed in our audit of the financial statements of Numis Securities, Inc. as of and for the year
ended September 30, 2006, and this report does not affect our report thereon dated January 24,
2007.

This report is intended solely for the information and use of the Board of Directors, management,
the SEC, The National Assoctation of Securities Dealers, 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.

Jocaisttohpuse (opess 257

January 24, 2007




