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OATH OR AFFIRMATION

1, Glen R. Derback . swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

GWFS Equities, Inc, ) @8
of December 31 ,20 086 , are true and correct. [ further swear (or affirm) that

neither the company nor any partaer, proprietor, principal officer or director has any proprictary interest in any account
classified solely as that of a customer, except as follows:

Signature
B I e -
BOBBI HANKINS Treasurer
Notary Public .
§ St of Colorado s Title

(é‘m' \/ 4 . " My Commission Expires 05/13/2007

/Qotary Public

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

[l (a) Facing Page.

(b) Statement of Financial Condition.

@ (c) Statement of Income (Loss).

@ (d) Statement of Changes in Financial Condition.

[l (¢) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprictors® Capital.

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

X1 (g) Computation of Net Capitat.

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

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

O () 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.

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

consolidation.
() An Oath or Affirmation.
{m) A copy of the SIPC Supplemental Report.

EHOE

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

{n) A reportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.




Deloi
e I o I tte o] Deloitte & Touche LLP

Suite 3600

555 Seventeenth 5t.
Denver, CO 80202-3942
USA

Tel: +1 303 292 5400
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INDEPENDENT AUDITORS® REPORT

To the Board of Directors and Stockholder of
GWFS Lquities, Inc.
Greenwood Village, Colorado

We have audited the following financial statements of GWFS Equities, Inc. (the Company), a
wholly-owned subsidiary of BenctitsCorp, Inc., for the year ended December 31, 2006, that you
are filing pursuant to Rule 17a-5 under the Securities Exchange Act of 1934:

_ Page
Statement of Financial Condtton 3
Statement of Operattons 4
Statement of Changes in Stockholder’s eqﬁty 7777777777 5
Statement of Cash Flows T 6

These financial statements are the responsibility of the Company’s management, Qur
responsibility 1s 1o express an opinion on these financial statements based on our audit,

We conducted our audit in accordance with generally accepted auditing standards as established
by the Auditing Standards Board (United States) and in accordance with the auditing standards
of the Public Company Accounting Oversight Board (United States). Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements arc frec of material misstatement. The Company i1s not required to have, nor were we
engaged 1o perform, an audit of its internal control over financial reporting. Our audit included
consideration of internal control over financial reporting as a basis for designing audit
procedures 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 also includes examining, on a lest basis,
evidence supporting the amounts and disclosures in the financial statements, assessing the
accounting principles used and significant estimates made by management, as well as cvaluating
the overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

! Member of
Deloitte Touche Tohmatsu




[n our opinion, such financial statements present fairly, in all material respects, the financial
position of GWFS Equities, Inc. at December 31, 2006, and the results of its operations and its
cash flows 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 following supplemental schedules of GWFS Equities, Inc. as of December
31, 2006, are presented for the purpose of additional analysis and are not a required part of the
basic financial statements, but are supplementary information required by Rule 17a-5 under the
Securities Exchange Act of 1934:

Computation of Net Capital for Brokers and Dealers Pursuant

to Rule 15¢3-1 under the Sccurities Exchange Actof 1934 9
Computation for Determination of Reserve Requirements for

Brokers and Dealers Pursuant to Rule 15¢3-3 Under the

Securities Exchange Actof 1934 10
These schedules are the responsibility of the Company’s management. Such schedules have
been subjected to the auditing procedures applied in our audit of the basic financial statements
and, in our opinion, are fairly stated in all material respects when considered in relation to the
basic financial statcments taken as a whole.

DM s Tt L0

February 27, 2007



GWI'S EQUITTES, INC.
(A wholly-owned subsidiary of BenefitsCorp, Inc.)

STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2006

ASSIETS

Cash

Short-term investments, available-{or-sale
(amortized cost approximates fair value)

Sceuritics commissions receivable

Other asscts

TOTAL

LIABILITIES AND STOCKHOLDER'S EQUITY

LIABILITIES:
Accrued expenses and other liabilities
Duc to affiliate

Total Liabilitics
STOCKHOLDER’S EQUITY :
Common stock, no par value; 10,000 shares
Authorized; 4,000 shares
issucd and outstanding

Additional paid-in capital
Retained carnings

Total stockholder’s equity

TOTAL

Sce notes (o financial statements.

[F5]

P

2006

$ 6,901,004

5,118,821
16,286,880
21,063

$ 28,327.858

= L e

$ 37.599
24,354,309

24,391,908

2,200,000
£,375,000
360,950

3,935,950

$ 28,327,858




GWEFS EQUITIES, INC.
(A wholly-owned subsidiary of Benef{itsCorp, Inc.)

STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2006

REVENUES:
Securities commissions
Marketing and communication fees
Interest income

Total revenues
EXPENSIES:
Service level agreement expensc
General and administrative

Total expenscs

NET INCOME

See notes to financial statements.

2006

$ 068,147,985
1,805,112
254,315

70,207,412

68,045,868
2,161,544

70,207,412

$ 0
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GWES EQUITIES, INC.
(A wholly-owned subsidiary of BenctitsCorp, Inc.)

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2006

2006

OPERATING ACTIVITIES:
Net income $ 0
Adjustments to reconcile net income to net cash
provided by operating activities:
Changes in operating assets and Labilitics:

Duc 1o aftfiliates 2.275.400
Sccuritics commisstons receivable 693,615
Accrued expenses and other habilities (44,698)
Other assets 25,875
Net cash provided by operating activities 2,950,192

INVESTING ACTIVITIES:

Sale of investments 3,788,399
Net change in short-term investments (5,069,967)
Net cash used in investing activities (1,281,568)

FINANCING ACTIVITIES:

Capital contribution 250,000
Net cash provided by financing activities 250,000

NET INCREASLE IN CASH 1,918,624
CASH - beginning of ycar 4,982,470
CASIH - end of year $ 6,901,094

See notes to financial statements.




GWFS EQUITIES, INC.
(A wholly-owned subsidiary of BenefitsCorp, Inc.)

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2006

l. ORGANIZATION

Qrganization — GWFS Equities, Inc. (the “Company™ or “GWFS”) is a wholly-owned
subsidiary of BenefitsCorp, Inc. (“BCI”), which is a wholly-owned subsidiary of Great-
West Life & Annuity Insurance Company (“GWL&A™), an insurance company
domiciled in Colorado. GWL&A is a wholly-owned subsidiary of GWL&A Financial,
Inc., a holding company. On March 13, 2006, Greenwood Investments, LLC, a
registered broker-dealer was merged into the Company. The merger has been accounted
for as a “reorganization of businesses under common control” and, accordingly, the assets
and habilities of Greenwood Investments, LI.C and the Company and the results of their
operations have been combinced at their historical cost basis as if the merger had taken
place at the beginning of the carliest period presented.

The Company provides communication and marketing services for financial products to
group retirement plans and to individuals. The Company acts as a non-clearing
broker/dealer and is exempt from the provisions of Rule 15¢3-3 of the Seccuritics and
L:xchange Commission, in that the Company’s activities are limited to those set forth in
the conditions for exemption appearing in paragraph (k)(2)(i) of the Rule.

2. SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation - 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 labilitics and disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.

Cash - Cash includes only amounts in demand deposit accounts.
Investments - Short-term investments include fixed income securities purchased with
initial maturities of one year or less and are carried at amortized cost. The Company
considers short-term investments (o be available-for-sale and amortized cost
approximates fair value.




e

Income Taxes - The Company is included in a consolidated income tax return filed by

GWL&A Financial Inc. Income taxes are recorded using an asset and liability approach
that, among other provisions, requires the recognition of deferred tax assets and liabilities
for the expected future tax consequences of temporary differences in amounts that have
been recognized in the Company’s financial statements and tax returns. In estimating
future tax consequences, all expected future events (other than the enactments or changes
in the tax laws or rules) are considered.

Securities Commissions - Commisstons are recognized on a trade-date basis as securities
transactions occur. Related service level agreement expense is récognized as
commissions arc recognized.

Marketing and Communication I'ees - Revenue is recognized as carned.

Due to Affilates - Due to affiliates represents non-interest bearing amounts, which are
duc upon demand.

RELATED PARTY TRANSACTIONS

The Company pays fces to certain alliliates for developing, negotiating, and completing
contracts in the form of service level agreement expenses. In addition, the Company has
an administrative services agreement with GWL&A whereby GWL&A assumes
responsibility for payment of general and administrative expenses tncurred by the
Company. Accordingly, the accompanying financial statements are not necessarily
mdicative of the conditions that would exist or the results of operations that would prevail
if the company were operated as an unatfiliated entity.

REGULATORY REQUIREMENTS

The Company is subject to the Uniform Net Capital Rute of the Securities and Exchange
Commussion. The rule requires minimum net capital of 6-2/3% of aggregate
indebtedness, or $25,000, whichever is greater, and the rule prohibits withdrawal of
cquity or the payment of dividends if aggregate indebtedness exceeds 1,000% of net
capital. At December 31, 2006, the Company had net capital of $3,931,082, which was
$2,304,955 in excess of its required net capital of $1,626,127. Aggregate indebtedness at
December 31, 2006 was $24,391,908 and the ratio of aggregate indebtedness to net
capital was 6.20 to |.




GWEFS EQUITILES, INC.
(A wholly-owned subsidiary of BenefitsCorp, Inc.)

COMPUTATION OF NET CAPITAL FOR BROKERS AND DEALERS
PURSUANT TO RULE 15¢3-1 UNDER THE SECURITIES EXCHANGE ACT OF 1934

DECEMBER 31, 2006

TOTAIL STOCKHOLDER’S EQUITY $ 3935950

DEDUCT NON-ALLOWABLE ASSETS: (4,808)
NET CAPITAL $ 3,931,082

AGGREGATE INDEBTEDNESS $ 24391908

MINIMUM NET CAPITAL REQUIRED § 1,626,127

EXCESS NET CAPITAL $ 2,304,955

EXCESS NET CAPITAL AT 1,000% $ 1,491,891

RATIO OF AGGREGATE INDEBTEDNESS TO NET CAPITAL 0.20:1

There were no material differences between the computation for determination of net capital, net
capital requirement and aggregate indebtedness, as compared above and as reported by GWFS
Equitics, Inc. in the unaudited revised Form X-17a-5 Part IIA as of December 31, 2006, filed on
February 27, 2007.




GWI'S EQUITIES, INC.
(A wholly-owned subsidiary of BenefitsCorp, Inc.)

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
FOR BROKERS AND DEALERS PURSUANT TO RULE 15¢3-3 UNDER THE
SECURITIES AND EXCHANGE ACT OF 1934

AS OF DECEMBER 31, 2006

S —

The Company is cxempt from the provisions of Rule 15¢3-3 under the Sccurities Exchange Act
of 1934, in that the Company’s activities are limited to those sct forth in the conditions for
exemption appearing in paragraph (k}(2)(i) of the Rule.

10
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Iebruary 27, 2007

GWFS Equities, Inc.
Greenwood Village, Colorado

[n planning and performing our audit of the financial statements of GWFS Equities, Inc. (the
"Company") as of and for the year ended December 31, 2006 (on which we issued our report
dated February 27, 2007), in accordance with gencratly accepted auditing standards as established
by the Auditing Standards Board (United States) and in accordance with the auditing standards of
the Public Company Accounting Oversight Board (United States), we considered the Company’s
internal control over financial reporting (internal controt) as a basis for designing our auditing
procedures for the purpose of expressing an opinion on the financial statements, but not for the
purpose of expressing an opinion on 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 |7a-5(g) in making the periodic computations of aggregate indebtedness and net
capital under Rule 17a-3(a)(11) and for determining compliance with the exemptive provisions of
Rule 15¢3-3. We did not review the practices and procedures followed by the Company in
making the quarterly securities examinations, counts, verifications, and comparisons, and the
recordation of differences required by Rule 17a-13 or in complying with the requirements for
prompt payment for securities under Section 8 of Federal Reserve Regulation T of the Board of
Governors of the Federal Reserve System, because the Company does not carry sccurities
accounts for customers or perform custodial functions relating to customer securities.

The management of the Company is responsiblc 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 of the practices and procedures referred to in the
preceding paragraph and to assess whether those practices and procedures can be expected to
achicve 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 generally accepted accounting principles. Rule 17a-5(g) lists
additional objectives of the practices and procedures listed in the preceding paragraph.

I Member of
Deloitte Touche Tohmatsu




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

A comtrol deficiency exists when the design or operation of a control doces 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 gencrally accepted accounting
principles such that there is more than a remote likelthood that a misstatement of the entity’s
financial statements that is more than inconsequential will not be prevented or detected by the
entity’s internal control.

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

Our considcration of internal control was for the limited purposc described in the first and second
paragraphs and would not necessarily identify all deficiencies in internal control that might be
material weaknesses. We did not identity any deficiencies in internal control and control
activities for safeguarding sccurities that we consider to be material weaknesscs, 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 on our study, we believe that the
Company's practices and procedures, as described in the second paragraph of this report, were
adequate at December 31, 2006, to meet the SEC’s objectivces.

This report is intended solely for the information and use of the Board of Dircctors, management,
the SEC, the Nation Association of Securitics Dealers and other regulatory agencies that rely on
Rule 17a-5(g) under the Securities Exchange Act of 1934 in their regulation of registered broker-
dealers, and is not intended to be and should not be used by anyonc other than these specified
partics.

Yours truly,

Dol Tt 0




