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OATH OR AFFIRMATION

I Gerard Melia , swear (or affirm) that, to the best of

2

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

Loring Ward Securities Inc. , as
of Pecember 31 , 2006 , are true and correct. | 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:

//27/ y

Signature

Chief Financial Officer

Wﬁ Title

7

Notary Public

This report ** contains (check all applicable boxes):

4 (a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Firancial Condition.

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

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

(g) Computation of Net Capital.

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

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

(i) 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

o
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consolidation.

Kl (1) An Oath or Affirmation.

L1 (m) A copy of the SIPC Supplemental Report.

[ (n) Areportdescribing 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 240.17a-5(e}{3).
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Financial Statements and Supplementary
Information
{Expressed in U.S. dollars}

LORING WARD SECURITIES INC.

December 31, 2006 and 2005
(With Independent Audilors’ Report Thereon)
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KPMG LLP Telephone (204) 957-1770
Chartered Accountants Fax (204) 957-0808
Suite 2000 - One Lombard Place Internet www.kpmig.ca
Winnipeg MB R3B 0X3

Canada

INDEPENDENT AUDITORS' REPORT

To the Board of Directors of Loring Ward Securities Inc.

We have audited the accompanying statemenls of financial condition of Loring Ward Securilies Inc. as of
December 31, 2006 and 2005 and the related statements of operations, changes in stockholder's equity and
cash flows for the years then ended thal are being filed 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 slalements based on our audils.

We conducted our audits in accordance with audiling standards generally accepted in the United States of
America. Those standards require that we plan and perform lhe audit 1o obtain reasonable assurance about
whether the financial statements are free of material misstalement. An audit includes consideration of internal
control over financial reporting as a basis for designing audil procedures that are appropriate in lhe
circumstances, but nol for the purpose of expressing an opinion on the effectiveness of the company’s internal
controt over financial reporting. Accordingly, we express no such opinion. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial slatements. 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 thal our audils provide a reascnable 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, 2006 and 2005 and the results of its operalions and
its cash flows for the years then ended in conformity with accounting principles generally accepted in the United
States of America.

Our audits were conducled for the purpose of forming an opinion on the basic financial stalements laken as a
whole. The supplementary information contained in lhe schedule is presented for purposes of additional
analysis and is not a required parl 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 auditing
procedures applied in the audils of the basic financial statements and, in our opinion, is fairly stated, in all
material respects, in relation to the basic financial slatements taken as a whole.

/{/Wéa/

Chartered Accountants

Winnipeg, Canada

February 2, 2067

KPMG LLP. is 3 Canathan hrnited liability parinership and a mamber firm of 1he KPMG
network of independent member firms affiliated with KPMG International, & Swiss cooperative.




LORING WARD SECURITIES INC.

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

December 31, 2006 and 2005

2006 2005
Assets
Current assels:
Cash and cash equivalents 276,852 397,005
Prepaid expenses 44,582 47,466
Deposits and other current assets 380,314 197,716
Due from related party {note 3) - 200,000
Total assets 701,748 842,187
Liabilities and Stockholder’'s Equity
Current liabilities:
Accounts payable 19,465 5,958
Due to related party (nole 3) 21,458 247,529
Totat current liabilities 40,923 253,487
Income taxes payable to related party [note 2(c)] 110,666 119.044
Total liabilities 151,589 372,531
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 450,158 369,656
Total stockholder’s equity 550,159 469,656
Total liabilities and stockholder’s equity 701,748 842,187

See accompanying noles to financial statements..




LORING WARD SECURITIES INC.

Statements of Operations
{Expressed in U.S. dollars)

Years ended December 31, 2006 and 2005

2006 2005
Revenue:

Brokerage commissions 268,407 § 162,443
Interest and dividend income 10,229 17,249
Supervisory fees {note 3) 185,771 142,147
464,407 321,839

Expenses:
Broker commissions - 12,397
Insurance 66,660 61,240
Licensing and transaclion fees 104,541 70,442
Management fee to related party {note 3) 92,886 70,217
General 66,518 43,362
330,605 257,658
Income before income taxes 133,802 64,181
Income taxes {note 4) 53,299 25,600
Net income 80,503 $ 38,581

See accompanying notes to financial statements.




LORING WARD SECURITIES INC.

Statements of Changes in Stockholder's Equity
{Expressed in U.S. dollars)

Years ended December 31, 2006 and 2005

Additional Totat

Comr mon paid in Retatned  stockhaolder's

slock capilal earnings equity

Balances ai January 1, 2005 1 $ 999988 § 331,075 § 431,075
Net Income - - 38,581 38,581
Balances at December 31, 2005 1 99,999 369,656 469,656
Net income - - 80,503 80,503
Balances at December 31, 2006 1 $ 99,999 $ 450,159 $ 550,159

See accompanying notes to financial statements.



LORING WARD SECURITIES INC.

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

Years ended December 31, 2006 and 2005

2006 2005
Cash flows from operating activities:
Net income 3 80,503 $ 38,581
Adjustments for change in:
Accounts receivable - 35,528
Prepaid expenses 2,884 {10,497)
Deposits and other current assets (182,598) {87,635)
Due from related party 200,000 -
Accounts payable 13,507 (35,376)
Income taxes payable to related party (8,378) 25,600
Due to related party (226,071) 91,565
Increase (decrease) in cash and cash equivalenis (120,153) 57,766
Cash and cash equivalents, beginning of year 387,005 339,239
Cash and cash equivalents, end of year $ 276,852 $ 397,005

See accompanying notes to financial statements,




LORING WARD SECURITIES INC.

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

Years ended December 31, 2006 and 2005

1.

Organization and nature of operations:

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

The company introduces its customers 10 a clearing broker on a fully disclosed basis and,
accordingly, is exempt from Rule 15¢3-3 ol the Securities and Exchange Commission.

Significant accounting policies:

(a)

(c}

Basis of presentation:

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

Cash and cash equivalents:

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

Income taxes:

The company and other subsidiaries of LWGH file federal and slate income tax returns as
part of a combined group. Deferred tax assets and liabilities are recognized for the future
lax consequences altributable to dilferences between the financial statement carrying
amounts of existing assets and liabilitizs and their respective tax bases. Deferred tax assels
and habilities are measured using enacted tax rates expecled to apply to taxable income in
the years in which those temporary differences 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 enaclment dale. Where a deferred tax asset has been
recogn'ized, a valuation allowance is established if, based on the weight of available
evidence, it is more than likely that the deferred tax asset will not be realized.




LORING WARD SECURITIES INC.

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

Years ended December 31, 2006 and 2005

2. Significant accounting policies {continued):

The company is a member of the LW affiliated group and, accordingly, its federal taxable
income or loss is included in the consolidated federal income tax return fited by LWGI. The
company may also be included in certain state and local tax returns of LWGIH or its
subsidiaries. The company’s tax sharing agreement with LWGI provides that income taxes
be based on the separate resulls of the company. The agreement generally provides that
the company pay to LWGI amounls equal to taxes that the company would be required to
pay # il were lo file a return separclely from the affiliated group. The agreement also
provides that LWGI will pay the company amounts equal lo tax refunds the company would
be entitled to if it had always filed a separate tax return.

(d) Revenue recognition:

The company earns supervisory fees {or overseeing the investment advisory activities of ils
registered representatives. Most of the fees are for introducing to and working with clients of
LWI1 Financial Inc. (LWIF), a related party through common ownership. The fees are billed
at the beginning of each quarter and recognized as income over each quarterly period.

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

{f) Licensing and transaction fees:

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

{g) Interest and dividend income:

Interest income is recorded using the accrual method of accounting and dividend income is
recorded on the ex-dividend dale.

{h) Use of estimates:

The preparation of financial statemenrts in conformity with accounting principles generally
accepled in the United States of America requires management lo make estimates and
assumptions that affect the reported amounts of assels and liabilities, the disclosure of
conlingent assels and liabilities at th2 date of the financial statements and the reported
amounts of revenues and expenses during the year. Actual resulis could differ from those
estimates.

e ——




LORING WARD SECURITIES INC.

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

Years ended December 31, 2006 and 2005

3. Related party transactions:

The supervisory fees charged to clients of LWIF are hilled and collected by LWIF on behalf of
the company. For the year ended December 31, 20086, the company earned $185,771 (2005 -
$142,147) in supervisory fees from LWIF clients.

The company bears expenses direclly related to its operations, while LWIF bears expenses
which relate to more than one of commanly controlled ertities, including, bul not limited 1o,
personnel, office space and other support services. The company pays a management fee,
equal to approximately 50 percent of supervisory fees, under an agreement between the parties
to compensate LWIF for these common 2xpenses. The amounl of such expenses mighl be
different if incurred in arm’s-length transactions.

As of December 31, 2008, the company owed $21,458 (2005 - $247 529) to LWIF.

During 2008, LWIF repaid two $100,000 non-interest bearing promissory notes owing to the
Company.

4, Income taxes:

Current income taxes consist of the following:

2006 2005
Federal taxes $ 41,471 $ 19,819
State and local taxes 11,828 5,681

3 53,299 3 25,600

Income taxes for 2006 of $53,299 (2005 - $25,600) are consistent with the amounts computed
by applying the U.S. federal and state tax rate to pre-tax income. The company has no deferred
income taxes as at December 31, 2006 and 2005,



LORING WARD SECURITIES INC.

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

Years ended December 31, 2006 and 2005

5. Financial instruments:
Risk management activities:

Collateral or other security to support financial instruments subject 1o credit risk is usually not
obtained. However, the credit standing of counter-parties is constantly monilored.

The company earns supervisory fees, which vary based upon the net asset value of assets
managed by LWIF. For the year ended December 31, 2006, such fees were 40 percent (2005 -
44 percent) of total revenue. In addition, the supervisory fees are received through LWIF from
their clients. Therefore, termination of this relationship with LWIF could adversely affect the
company's revenue,

6. 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
transmits all customer funds and securities to Pershing LLC. In connection with this
arrangement, the company is contingently liable for its customers’ transaclions.

7. Regulatory requirements:

The company is subject to the Securities end Exchange Commission (SEC) Uniform Net Capital
Rule (Rule 15¢3-1}, which requires the mzintenance of minimum net capital and that the raiio of
aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1. As of
December 31, 2006 and 2005, the company was in compliance with Rule 15¢3-1, with net
capital of $498,132 and $416,359 respectively, which was $488,026 and $404,857 respectively
in excess of its required net capital of $10,106 (2005 - $11,502). The company’s net capital ratio
was .30 to 1 at December 31, 2006.

The company is exempt from Rule 15¢3-3 under paragraph (k}2)ii) of the Securities Exchange
Act of 1934 relating to the determination of reserve requirements because it does not maintain
customer accounts or take possession of customer securities.



KPMG LLP Telephone  (204) 957-1770

Chartered Accountants Fax (204) 957-0808
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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 performing our audit of the financial statements and supplementary schedule of Loring
Ward Securities Inc. for the year ended December 31, 2006, we considered its internal control,
including control aclivities for safeguarding securities, in order to determine our auditing procedures
for the purpose of expressing an opinion on the financial statements and not to provide assurance on
the internal control.

Also, as required by Rule 17a-5{g)}(1) of the Securities 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 objeclives stated in Rule 17a-5(g) in
making the periodic compulations of aggregale indebtedness and net capital under Rule 17a-3(a)(11)
and for determining compliance wilh the exemptive provisions of Rule 15¢-3-3. Because the company
does not carry security accounls for customers or perform cusiodial functions refating to customer
securities. we did not review the practices and procedures followed by the company in any of the
fallowing:

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

3. Complying with the requirements for promgt payment for securities under Section 8 of Federal
Reserve Regulation T of the board of governors of the Federal Reserve System.

The management of the company is responsible: for establishing and maintaining internal control and
the practices and procedures referred lo in the preceding paragraph. In fulfilling this responsibility,
estimates and judgements by management are required to assess the expected benefits and related
costs of controls and of the practices and procedures referred to in the preceding paragraph and to
assess whether those praclices and procedures can be expecled to achieve the SEC's above-
mentioned objeclives. Two of the objectives of internal control and the practices and procedures are
to provide management with reasonable but not absolute assurance thal assets for which the
company has responsibility are safeguarded acainst loss from unauthorized use or disposition and
that transactions are executed in accordance wilh management's authorization and recorded properly
to permit the preparation of financial statemen:s in conformity with accounting principles generally
accepted in the United Slates of America. Rule 17a-5(g) lisls additional objectives of the practices and
procedures listed in the preceding paragraph.

KPMG LLP. is a Canacian imite d liability partnership and a member firm of the KPMG
network of independent memter firms affiliated with KPMG International, a Swiss coaperative.




Page 2

Because of inherenl limitations in any internal control or the practices and procedures referred to
above, error or fraud may occur and not be delected. Also, projection of any evaluation of them to
future periods is subject o the risk that they may become inadequate because of changes in
conditions or thal the effectiveness of their design and operation may deteriorate.

Our censideration of internal control woukd not recessarily disclose all matters in internal control that
might be material weaknesses under standards established by the American Institute of Certified
Public Accountants. A malerial 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 thal would be material in relation lo the financial statements being audiled 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 invclving internal control, including contro! activities for
safeguarding securities, that we consider lo be malerial weaknesses as defined above,

We undersland that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SE:C to be adequale for ils 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 inadeguacy for such
purposes. Based on this understanding and on our study, we believe that the company's practices and
procedures were adequate as of December 31, 2006 lo meet the SEC's objectives.

This report is intended solely for the informalion and use of the board of directors, management, the
SEC, the National Association of Securities Dealers, Inc. and other regulatory agencies thal rely on
Rule 17a-5(g) under the Securities Exchange Act of 1934 in their regulation of regislered brokers and
dealers, and is not intended to be and should not be used by anyone other than these specified
parties.

K ¢eer

Chartered Accountants

Winnipeg, Canada

February 2, 2007




LORING WARD SECURITIES INC.

Schedule - Computation of Net Capitai Uncer Rute 15¢3-1 of the Securilies and Exchange
Commissian
(Expressed in U.S. dollars)

As at December 31. 2006

Nel capital:
Total stockholder’s equity $ 550,159
Less: Non-allowable assets 47,406
Haircuts 4,621
Net capital $ 498,132
Aggregate indebtedness:
Accounts payable 3 19,465
Due to related parties, net 132,124
Total aggregate indebledness $ 151,589

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

aggregate indebtedness of $151,589 $ 10,106
Net capital in excess of requirements $ 488,026
Ralio of aggregate indebtedness to net capital 30101

A reconcilialion 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 22,
2007, is as follows:

Net capital, as reported in company’s Part |l (unaudited) FOCUS report $ 507,199
Adjustiment to management fee to related party (15,069}
Adjustment to income taxes 6,002
Net capital per above $ 498,132
Aggregate indebtedness, as reported in company's Part |l

(unaudited) FOCUS report $ 142522
Adjustment to due lo related party 9,067
Aggregate indebtedness per above $ 151,589

END




