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Karen Droste (800) 227-3861
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I+ B.ACCOUNTANT IDENTIFICATION |

) - | : ;!
INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report* ;

Maner, Costerisan & Ellis, P.C. : o

; . (Name — if individual, state last, firss, middle name) (

544 Cherbourg Drive Suite 200 Lansing Michigan
(Address) r ' ' {City) . (St'ate)
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| K OATH OR AFFIRMATION

L, Wayne Brown . ) , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

I5G Equity Sales Corporation . , as
of December 31 ' ~,2006  , are true and carrect. 1 further swear (or affirm) that

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

classat'e:d so!cly aj'that of a customer, except as follows:

None
Tty
s .
PEYSCE-CU E / 77
AR j lpt_foaizens
- JPRANE SUE BERGEON-PECK Signature
£ _ KOYARY PUELIC INGHAM CO,, M1 .
< 4R7COKMISEION EXPIRES Oct 20, 2007 President

Title

Notary Public

This report ** contains {check aII apphcablc baxes):

K] (a) Facing Pagc

K] (b) Statement of Financial Condmon.

Bl (c) Statement of [ncome (Loss).

K () Statement of ChrmgrsimrFimanciat-Condition. Cash Flows.

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

{J (f) Statement of Changes in Liabilitics Subordinated to Claims of Creditors.

El (g) Computation of Net Capital.

0] (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3,

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

0O () A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

0w aA Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation. '

3 () An Oath or Affirmation,

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

O (n) Arcport dcscnbmg any material inadequacies found to exist or found to have existed since the date of thc previous audit.

«* For conditions of conﬁdemial treaiment of ceriain portions of this filing, see section 240.17a-3(e}(3).
! .
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INDEPENDENT AUDITORS’ REPORT ||
i
| i
| ¥
| < y

Board of Duector: : | ) February 19, 2007
ISG Equity Sales Corporation b
Grand Rapids, Mlchlgan : )
!
|

Wehave aud1tcd the accompanying statements of financial condition of ISG Equity Sales Corporanon
as of December 31 2006 and 2003, and the related statements of operanons changes in stockholder’s equity
and cash ﬂdws for the years then ended that you are filing pursuant to Rule 17a—5 under the Securities
Exchange Act of ] 934. ’I‘hese financial statements are the responsibility of the Company s management. Our

i
rcspon51b111ty is t(l) express an opinion on these financial statements based on our audits.
. l (

We conducted our audits in accordance with anditing standards generally accepted in the United States
of America. [Those standards require that we plan and perform the audit to obtam reasonable assurance about
whether the ﬁnan‘mal statements are free of matenal misstatement. An aud1t mcludes examining, on a test
basis, ev1de1|1ce SLilpportmg the amounts and dlsclosures in the financial statcments An audit also includes
assessing the accounting pnnc1ples used and significant estimates made by management as well as evaluating
the overall financial statement presentation. We believe that our audits prov1de a reasonable basis for our

walter P Maner, Jr. (1921-2004)

opinion. 3
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Board of Dirjectors |
ISG Equity Sales Corporation
Grand Rapids, Michigan '

- — —

February 19, 2007

3
i ! h)
I : !
. ; .

In our opmlon the financial statements referred to above present falrly, in all material respects, the
financial posmon of ISG Equxty Sales Corporation as of December 31, 2006 and 2005, and the results of its
operations and 1ts cash ﬂows for the years then ended in conformity with accoummg principles generally
accepted in the Umted States of America. . i j

. t | ‘

Our audlt was conducted for the purpose of forming an opinion on the basm financial statements taken
as a whole. The mformanon contained in Schedule I is presented for purposes of additional analysis and is not
arequired part of the basm financial statements but is supplementary mfonnatxon requlred by nule 17a-5 under
the Securltles Exchange Act of 1934, Such mformatlon has been subjeeted to tﬂe auditing procedures applied
in the audit of the basic ﬁnanc1al statements and, in our opinion, is falrly stated in all material respects in ~

~ relation to the basnc ﬁnanmal statements taken as a whole.

3

Certified Public Aceountgnts
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Cash and cash equivalents

1 ISG EQUITY SALES CORPORAT ION
| STATEMENTS OF FINANCIAL CONDITIO
DECEMBER 31, 2006 AND 2005

]‘ ASSETS

. e

. |
Commissions and cgncesswns receivable

Prepaid expen.é’es
Refundable income taxes

Totallassets

Liabilities:
Commissions payable
‘Accrued income taxes
Deferred 'inc‘l')me taxes

Totallliabilities

Stockholder's elqulty

Common stock, $1 par va]ue authorized 60 000

. LLABII!;ITIES AND STOCKHOLDER'S EQUITY

shares, issued and outstandmg 10,000 shares

Additional pa.xd-mI capltali

Retained earnings:

Total

|

Total

§t001§holder'$ equity

liabilities an:d stockholder's equity

See notes to financial|statements.
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1
,!
Y
"
&
‘,1.
i1 2006 2005
i . ,
) .
$§ 86071 $ 59414
.‘;i 253,837 204,202
36,197 44,275
; 17,000
i
$i, 376105 § 324,891
= - .
3
)
i
v/
(‘}
'
N
§) 269133 § 220,629
Ho 2,500 |
Ko 1,800 4,177
T
! 273,433 224,806
)
‘ *r.i!
W
41 10,000 10,000
{ 15,557 15,557
4 77,115 74,528
y .
" -
102,672 100,085
$i 376,105 $ 324891 .
i




" EXPENSES: | ,

L . |
!

ISG EQUITY SALES CORPORATION
STATEMENTS OF OPERATIONS

REVENUES:
Commissions;j . !
Interest income '

Total revenues !

Commissions

Managerﬁcntl fee

Insurance - |
- Professional fees .

NASD/CRD fees

Other expenses

Total expenses

|
o ;

e L .
Income (loss) before income taxes

. :
INCOME TAX BEI\llEF IT (EXPENSE)

NET INCOME (LOSS)

|
. b
See notes to fmanmal}statcme‘nts.

!

. i i.{ | \ - . i

!
#
'YEARS ENDED DECEMBER 31, 2006 AND 2003

s

A\l
[

1y
1

L.
J'\
l'.s

l}

r

i

g
fy

I

|
H
41 2006 2005
P!
]
$)2,288,126 .S 2,133,880
1{ . r 54
’I
_;ifz,zss,lzs 2,133,934
1
.i}
}2056 437 1,952,131
194,992 187,890
} 12,821 12,544
13,575 10,485
Yo a449 14,739 -
3 765 1,541
;‘r
E f2,233,039 2,169,330
£} :
b
i 5,087 (35,396)
H
[N . ) .
L (@,500) 3,582
i
) .
S 2,587 $ (31,814) .
1
N
N
|
ﬁ)
o
"
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i
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ISG EQUITY SALES CORPORATION ) 5
STATEMENTS OF CHANGES IN STOCKHOLDER'S EQUITY
YEARS ENDED DECEMBER 31, 2006 AND 2005
i
) 1
4
h
4
! ! i
| . | i
' Additional | !
Common paid-in : | Retained
; stock + capital i : earnings 'Total
1 ' 1 l
STOCKHOLDER'S EpurrY,hanumy 1, 2005 S 10000 § 15557 § 106342 § 131,899
; ' 1 ) : I .
DEDUCT - Net loss : }’ (31,814) (31,814)
| ' )
STOCKHOLDER'S EQUITY,IDecember 31, 2005 10,000 15,557¢ % } 74,528 100,085
! ‘ M
¢!
ADD - Net income | C] 2587 2,587
1 b4 .
1 [ | j
STOCKHOLDER'S EQUITY, December 31, 2006 $ 10,000 $ 15 557.! Y $ 77,115 $ 102,672
. E { _—
1 L
| )
! 5
| !
! Ly
, )
{
' !
g
|
| |
-'J ’i
| )
X
)
. *\' !
[ .
: | ‘
| |
L }
N
3
!
. "1
See notes to financial ‘statemepts. : ;
: . I|
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]
E o , .4 2006 2005
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS: . :
Cash flows from operating activities: f
Net income!(loss) $i. 2587 5 (31,814)
Adjustments to r:cconcile net income (loss) to net cash {’{
provided (used) by op%raﬁng activities: f 'f .
Commié'siomi. and concessions receivable .0 (49,635) 52,017
Relatedlparty receivable ) 33,000
Prepaid expenses | t 8,078 (44,275)
Refundgble i income taxes 15 17,000 (17,000)
Comnnsswns payable - *f © 48,504 (37,137)
Accrucd income taxes ‘ ii;; 2,500 (3,071) .-
Deferred i income taxcs T3 4,409 -
Total adjustments ' L 24,070 (12,057 .
P | - -
Net cash pr:ovided I(us&:d) by operating activities Lé 26,657 (43,871)
. . : L -
- . L | L
CASH AND C{\SH EQUIVALENTS: |<|
Beginning of year | | 59414 103,285
| ¥ |
End of year ! I$' 86,071 S 59,414
5 E’i -
Cash paid (received) for: | | ,
Income taxes ! i 8 (9957 §% 12,080
. =
v )
y

See notes to ﬁnancial! statemt?nts.

{
i
ISG EQUITY SALES CORPORATION
| - STATEMENTS OF CASHFLOWS |
'YEARS ENDED DECEMBER 31, 2006 AND 2005

—
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

-k

- |

e e e A i . e

ISG EQUITY SALES CORPORATION -
NOTES TO FINANCIAL STATEMENTS

I
|
1

P, -
et e et e g

: l
Method of accountmg The accompanying financial statements: have been prepared on the accrual

basis of accountmg _t ¢

I | ' ! J
Cash equwalents For purposes of the statement of cash flows.the Company considers all highly
11qu1d debt instruments purchased with a maturity of three months or 1ess to be cash equivalents.

| ' £x : '
Commmsmns recewable Commissions receivable are stated at the ar.rlljount management expects to
- collect from outstandmg balances. Management provides for probab}e uncollectible amounts, if
needled tt}rough 2 provision for bad debt expense and an adjustment toa valuanon allowance based on
its assessment of the current status of individual accounts. Balances t'hat are still outstanding after
management has used reasonable collection efforts are written off through a charge to the valuation
allowance and a credxt to accounts receivable. No allowance for doﬁbtﬁll accounts is considered -
necessary oy : ; s

P : |
Comn:ussion mcome Commission income from insurance companies and mutual funds is recorded on
a trade date basis and normally settled within 30 days. ‘ ; ;
Income ta|xes Thle Company utilizes an asset and liability approach 0 account for income taxes. The.
.dlfference between the financial statement- and tax basis.of assets a.nd liabilities is determined
annually 1 Deferred income tax assets and liabilities are compu'ted for,those differences that have
futu.re tax consequences using the currently enacted tax laws and rates that apply to the perlod in
whlch they are expected to affect taxable income. Valuation allowances are established, if necessary,
to re{duce |1;he defened tax asset to the amount that will more hkely than not be realized. Income tax
expense is the current tax payable or refundable for the period plus or minus the net change in the

deferred t;ax assets and liabilities. . ' d

1< . | ' A
. EsnmatesI - The process of preparmg financial statemen)ts in cimfo ty with genera]ly accepted
accountmg pnnclples requires the use of estimates'and assumptmns regardmg certain types of assets,
hablhtles' revenues and expend1tures Such estimates pnmanly'relate to unsettied transactions and’
cvents as of the date of the financial'statements. Accordingly, upon settlement actual results may -
differ from estunated amounts. : f
3l
4

-..—-r—‘,-a..

L W

I | ‘

pes

NOTE 2 - NATURE OF ORGANIZATION RISKS AND UN CERTAINTIES

| i
ISG IEquny Sales Corporation (the "Company") is a wholly owned subSIdlary of Investment Services

Gronp, Inc. (ISG or Parent). The Company is a registered broker-dealer. under the Securities Exchange Act of
i934 and a hcensed member of the National Association of Securities Dealers Inc. (NASD).
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ISG EQUITY SALES CORPORATION
NOTES TO FINANCIAL STATEMENTS

1
i r I

NOTE 2 - NATURE OF;ORGANIZATION, RISKS AND UNCERTAINTIjES (Concluded)
i F }

The Company recewes commission revenues for facilitating customer ‘purchases of annuities and
mutual funds The Company markets primarily to employees of hospttals located in the State of Michigan.
Historically most of the Company‘s commission revenue has come from one company In recent years, the
percent of comm1551on revenue received from the one insurance company is dechnmg in relation total revenue,
as the Company 1ooks to dwermfy products offered to clients through other i insurance companies. Accrued
commission mcome is normally settled within 30 days and is considered S‘le_] ect fo minimal risk.

The lComp.eutty has entered into a "restnctlve agreement” with the NASD under which it is exempt from
the provmons of the Securmes and Exchange Commission’s Rule 15¢3- 3 pursuant to paragraph (k)(1). As
such, the Company st comply with the following: '

‘P L1m1t its securmes business to the purchase and sale of mutual :Funds annuities and unit
mvestment trusts; ! ;

A]l t;ransactlons must be processed on an application-way ba515

Cannot receive any customer funds; '

Cannot recetve securities under any circumstances;

Refra.m from opening branch offices.

VVVY

The Compauy is requtred to disclose significant concentrations of credit I'lSk regardless of the degree
of such risk. ]Fmaumal instruments, which potentially subject the Company to concentratmns of credit risk,
consist pnnmpally of cash\ and receivables. O

The Company dep;osns its cash with high-credit-quality financial i mst1tuttons and money market funds.
Atlthough such cash balances may exceed the federally insured limits, they are, in the opinion of management,
subject to minimal risk. Money market funds, which are not insured, are also consxdered subject to minimal
rlSk. | v

4
'

Comm1ssxons and concessmns receivable were substanually collected subsequent to year-end and are

likewise considered sub_]ect to minimal risk.

| {
NOTE 3 - IlTCOl}TE TAXES
, !

. The lprovi!sion for income tax benefit (expense) is as follows:
I

| 2006 2005

! ™
Current S 487 $ 7991
Deferred . 2,377 (4,409

$ (2,500) $ 3,582

The difference between federal income tax expense and the tax computed based on statutory rates is
| . .

: : " 9
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‘ ISG EQUITY SALES CORPORATION ’
; NOTES TO FINANCIAL STATEMENTS

‘ Al
|
NOTE 3 - INCOME TAXES (Concluded)

Deferred taxes arise from temporary differences resulting from i mcome and expense items reported on

' the accrual basis in the financial statements and on the cash basis for tax purposes

. ' 5
o !
o : . 12006 2005
Te11l1pora}y diffe%‘ences: ‘ r‘” '
Accrual:_to cash adjustment f ' $.1. 16,236 $ 27,848
S i
Net temporary differences : $. L 16236 = $ 27,848
| il
.Deferredl tax assét (liability) $1 (1,800) $  (4177)
i T ]
- il
1
NOTE 4 - RELATED PIARTY TRANSACTIONS A .'ir
i 3
J

The Comeany has entered into an agreement with ISG whereby ISG W"lll provide office space and
equipment, management, | administrative and clerical support to the Company Under the agreement, the

- Company ml:urred expenses of $194,992 and $187 890 for the years ended December 31, 2006 and 2005,

respectively. '

{
. ‘
NOTES- REGULATORY NET CAPITAL REQUIREMENT ¢

1y
1
1
I
‘ _ s
Asa reglstercd br!oker-dealer and member of the NASD the Company 1sl sub_] ectto the SEC Uniform
Net Capital Rule 15c3 1 which requires the mamtenance of minimum regulatory net capital and requires that -
the ratio of. aggregate mdebtedness to regulatory net capital, both as defined shall not exceed 15to 1. As of

December 31 2006 the Company had regulatory net capital of $36,119 and a mmimum regulatory net cap1tal
requirement of'$1 8 229. The regulatory net capital ratio of the company was 7 57 tol.

t
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ISG EQUITY SALES CORPORATION .
| SCHEDULE I o
' COMPUTATION OF NET CAPITAL UNDER RULE‘15c3-1
| OF THE SECURITIES AND EXCHANGE COMMISSIO\I
A‘ND RECONCILIATION WITH COMPANY'S COMPUTATION
AS OF DECEMBER 31, 2006 '

NET CAPITAL: :
*Total stockholder s cquxty i $ 102,672
t
Deducti'on‘s and/or charges: ' !
Non-allcl.'wablle assetsi : :
1
Commlsswns recelvablc net of related cormmssmns ; ]
payable for fixed aninuities 18 23,364
Prepalld expenses ‘lf . 36,197
12(b) trail r;eceivablles g 6,992 . 66,553
| i 01
. Net capital bcf(:)re hairc:uts on securities positions ' t&j 36,119
Haircuts on securities (computed on money market’ "f;} :
funds includeld in casp and cash equivalents) ';' :
- b i :
Net capital 4 0 j $ 36,119
. h
AGGREGATE lNDEBTEDNESS i
" Ttems mcluded m staternent of financial condition: i E
Commissions payable and current income tax payable ' i $ 273,433
| 1
i
. )
COMPUTATION OF BASIC NET CAPITAL REQUIREMENT: ‘ ‘ \
Mlmmum{ net ciapltal reqmred | { ;
(Aggregate mldebtedness $273,433x6 2/3% or $5,000 if greater) ¥ $ 18,229
{ .
Excess net capital ) i $ 17,890
Ratio: Aggregate indcbtedness to net capital 57 7.57:1
) i
| |}
Reconcﬂlatlon w1th Compa.ny s computatlon (Included in ' K :
Part IIA of me X-17 A-5as of Decémber 31 , 2005) _ ) !
Net cap1ta1 as reported in Company's Part TIA unaudited FOCUS :}
Report : ) i $ 42,527
Decre}ase due to increase in accrued expenses f ; (1,742)
Decrease dl:le to increase in non allowed assets . ' {4,666)
Net capital *) § 36,119
5
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Report on Internal Control Required by ;!
]
SEC Rule 17a-5 ‘
| - !
| | '
Board of D1rectors - \ - v February 19, 2007
ISG Equity Sales Corporatlon D
Grand Rapids, Michigan ' -l
: : \ :

; :
In planmrlrg and performmg our audit of the financial statements and supplemental schedule of ISG

" Equity Salesi Porploratlon (the Company), for the year ended December 3 1 2006‘ in accordance with auditing

standards generally accepted in the United States of America, we con51dered the Company's internal control
over ﬁnanc1al reportmg (mternal control} as a basis for designing our audmng procedures for the purpose of
expressmg our opinion on the financial statements but not for the purpose of’e cxprcssmg an opinion on the
effectweness of the Company’s internal control. Accordingly, we do not ‘express an opinion on the
effectweness of the Company‘s internal control. !

' ! [y

| L
Also as r‘equlred 'Py rule 17a-5(g)(1) of the Securities Exchange Commlsswn (SEC), wehave made a

* study of the practlces and procedures followed by the Company including con51derat10n of control activities for

safeguardmg securities. This study included tests of such practices and procedures that we considered relevant
to the ob_]ectwes stated in the rule 17a-3(g) in makmg the periodic computatlons of aggregate indebtedness (or
a ggregate deb1ts) and net capnal under rule 172-3(a)(11) and for determmmg comphance with the exemptive
provisions of rule|15¢3-3 i Because the Company does not carry securities accounts for customers or perform
custodial functlons relatmg to customer securities, we did not review the practlces and procedures followed by
the Company in any of the following: | .

P l |

1. | Making quarterly securities examinations, counts, veﬁﬁcaiions, and comparisons and
recordati|on' of differences required by rule 17a-13. : " \

Complymg with the requirements for prompt payment for securmes under Section 8 of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System.
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The mana'gement of the Company is responsible for establishing and maintaining internal control and
the practlces!and procedures referred to in the preceding paragraph. In fulﬁllmg this responsibility, estimates
and judgments by management are requlred to assess the expected benefits and related costs of controls, and of
the practices'and procedu:les referred to in the preceding paragraph and to assess, 'whether those practices and
procedures can be expected to achieve the SEC’s above-mentioned ob_] ectives. Two of the objectives of
internal conu-ol a.nd the practlces and procedures are to provide management with reasonable but not absolute
assurance that assets for wh1ch the Company has responsibility are safeguarded agamst loss from unauthorized
use or d15p051t10n and that transactions are executed in accordance with management’s authorization and
recorded properly to penmt the preparat10n of financial statements in conform1ty with generally accepted
accounting principles. Ruile 17a-5(g) lists adchtlonal objectives of the pract1ces and procedures listed in the
preceding palragraph -

Because of mherent lumtatlons in internal control or the practices and procedures referred to above,
ErTor or fraud may occur ‘and not be detected. Also, projection of any evaluat:on of them to future periods is

‘subject to the risk that they may become inadequate because of changes in conchtlons or that the effectiveness

of their de51én and operat1on may deteriorate.

. A control, def czency ex1sts when the design or operation of a control does not allow management or
employees, in the Pormal course of performing their assigned functions, to prevent or detect misstatements on a
timely basm! A signifi cant deficiency is a control deficiency, or combmatlon of control deficiencies, that

, adversely affects the entity's ability to initiate, authorize, record, process or report financial data reliably in

accordance v{nth generally accepted accounting principles such that there is more than a remote likelihood that
a mlsstatement of the entlty's financial statements that is more than mconsequentlal will not be prevented or
detected by the entity’s mternal control.

A matenal weakness is a significant deficiency, or combination of 51gn1ﬁcant deficiencies, that results
in more than' 2 remote 11ke11hood that a material misstatement of the financial statements will not be prevented
or detected by the|ent1ty’s internal control.

. ‘. | l ‘ I 1
Our consideration of internal control was for the limited purpos’e described in the first and second
paragraphs and would not necessarily 1dent1fy all deficiencies in internal control that might be material

. weaknesses. | We d1d not 1dent1fy any deficiencies in internal control and control activities for safeguarding

securities that we con51der to be material weaknesses as defined above.-
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We understand that practlces and procedures that accomplish the objectlves referred to in the second
. paragraph of thrs report are considered by the SEC to be adequate for its purposes in accordance with the
Securities E)’cchan ge Act lof 1934 and related regulations, and that pra'ctrces and procedures that do not
aecomphsh such Db] ectwels in all material respects indicate a material madequacy for such purposes. Based on
~ this understandmg and on our study, we believe that the Company’s practices and procedures, as described'in

the second paragaph of this report were adequate at December 31, 2006 to mleet the SEC’s Ob_]CCT.IVCS

. l 1 . ; * ’

This report is mtended solely for the mformatlon and use of the Board ofrDrrectors managemem the
. SEC, the NASD and other[regulatory agencies that rely on rule 17a-3(g) under the Securities Exchange Act of
1934 in their, regulatlon of registered brokers and dealers, and is not mtended to, be and should not be used by

anyone other.than those spec:lﬁed parties. : l :
/Ma—m ; 4 "Wﬂ ¢ . J P _(ﬂ
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