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INDEPENDENT AUDITORS' REPORT

TO THE MEMBER OF
NANES, DELORME CAPITAL MANAGEMENT LLC

We have audited the accompanying statement of financial condition of
Nanes, Delorme Capital Management LLC as of December 31, 2005 and the
related statements of operations, changes in capital, changes in
liabilities subordinated to claims of general creditors, and cash
flows for the year then ended that you are filing 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 statements 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 financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements.

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 that our audit
provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present
fairly, in all material respects, the financial position of Nanes,
Delorme Capital Management LLC as of December 31, 2005 and the results
of its operations, changes in capital, and 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 information
contained in Schedule I 1is presented for purposes of additional
analysis and is not a required part of the basic financial statements,
but is supplementary information regquired by Rule 17a-5 of the
Securities and Exchange Commission. Such information has been
subjected to the auditing procedures applied in the audit of the basic
financial statements and, in ocur opinion, is fairly stated in all |
material respects 1n relation to the basic financial statements taken
as a whole. :

NEW YORK, NEW YORK /)/,%1(/?‘ M%///b
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Assets

NANES, DELORME CAPITAL MANAGEMENT LLC

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2005

~Cash and cash equivalents

Due from clearing brokexr

Securities owned at market

Interest receivable

Prepaid expenses

Security deposit

Furniture and eguipment (net of accumulated
depreciation of $16,716)

Migcellaneous receivables

Total Assets

Liabilities & Capital

Accounts payable
Accrued expenses

Total Liabilities

Capital

Total Liabilities & Capital

$ 15,415
366,476
50,794

675

11,907
12,348

5,223
2,595

S__ 465,433

$ 129,112
4,950

134,062

331,371

$ 465,433

The accompanying notes are an integral part of these financial

statements.

Oram, Yelon & Bernstein, P.C.
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NANES, DELORME CAPITAL MANAGEMENT LLC

STATEMENT OF OPERATIONS

FOR.THE YEAR ENDED DECEMBER 31, 2005

Revenues

Commissions

Service fees

Trading gains
Interest & Dividends
Advisory fees

Other income

Total Revenues
Expenses

Commissions paid

Clearing and execution fees
Payroll & employment costs
Professional & consulting fees
Advisory fees & expenses
Market data services

Travel & entertainment
Insurance

Rent

Regulatory fees

Telephone :

Postage & printing

Office & miscellaneous
Depreciation

Interest expense
Contributions

Total Operating Expenses

Net Income

$1,620,328
11,855

970

7,246
280,006
38,320

1,958,725

734,974
140,026
106,673
75,621
190, 982
54,535
120,196
31,162
49,390
3,175
15,268
2,937
33,726
5,719
2,497
4,085

1,570,966

$__ 387,759

The accompanying notes are an integral part of these financial

statements.

L
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NANES, DELORME CAPITAL MANAGEMENT LLC

STATEMENT OF CHANGES IN CAPITAL

FOR THE YEAR ENDED DECEMBER 31, 2005

Balance at January 1, 2005 $ 301,885
Net Income 387,759
Distributions ' (358,273)
Balance at December 31, 2005 _ | S 331,371

The accompanying notes are an integral part of these financial
statements.

Oram, Yelon & Bernstein, P.C. Page 6
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NANES, DELORME CAPITAL MANAGEMENT LLC

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2005

Cash Flows From Operating Activities:
Net Income S 387,759

Adjustments to Reconcile Net Income to
Net Cash Provided By Operating Activities:

Depreciation ' 5,719
(Increase) in receivable from clearing broker (279,770)
Decrease in securities owned 66,217
(Increase) in prepaid expenses ' (1,630)
Decrease in other receivables 4,590
Increase in accounts payable & accrued expenses 92,685
(Decrease) in securities sold not yet purchased ' (6,245)

Net Cash Provided By Operating Activities 269,325

Cash Flows from Financing Activities

Distributions to Members {358,273)

‘ Net Cash (Used In) Financing Activities (358,273)
(Decrease) in Cash (88,948)
Cash at January 1, 2005 104,363
Cash at December 31, 2005 S 15,415

Supplemental Cash Flows Disclosures:

Income tax payments 3 1,566
Interest payments S 2,497

The accompanying notes are an integral part of these financial
statements.

)
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NANES, DELORME CAPITAL MANAGEMENT LLC

STATEMENT OF CHANGES IN LIABILITIES
SUBORDINATED TO CLAIMS OF GENERAL CREDITORS

FOR THE YEAR ENDED DECEMBER 31, 2005

Subordinated Liabilities at January 1, 2005 S

Increases
Decreases

Subordinated Liabilities at December 31, 2005 S

The accompanying notes are an integral part of these financial

statements.

—l
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NANES, DELCRME CAPITAL MANAGEMENT LLC

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2005

Note 1. Summary of Significant Account Policies

A,

Organization

Nanes, Delorme Capital Management LLC (the Company), a
Delaware limited liability company, is registered as a
broker-dealer with the Securities and Exchanges
Commission. It offers investment advice and execution
services to the general public.

Clearing Operations

All Company and customer transactions are cleared on a
fully disclosed basis through an independent broker-
dealer. The Company pays the broker-dealer various
charges and fees for clearing services provided. All
customer-related balances are carried on the books of the
clearing agents. In the event a customer is unable to
fulfill its contractual obligation to the clearing broker,
the Company may be exposed to off-balance-sheet risk.

Securities Owned
Marketable securities owned consist of municipal
obligations at market value.

Depreciation and Amortization

For financial statement purposes, depreciation is computed
using both the straight-line method and accelerated
methods over the estimated useful lives of the assets.

Statement of Cash Flows

For purposes of the statement of cash flows, the Company
considers all highly liquid, short-term investments with a
three-month maturity or less upon acquisition to be cash
equivalents.

Revenue and Expense Recognition
Securities transactions and the related commission revenue
and expenses are recorded on a trade date basis.

s —
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Note 1.

Note 2.

Note 3.

NANES, DELORME CAPITAL MANAGEMENT LLC

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2005

Summary of Significant Account Policies (Continued)

G. Income Taxes
No provision has been made for Federal or State income
taxes. The member is individually responsible for
reporting income or loss based on the Company’s income or
loss for the period.

H. Use of Estimates
The preparation of financial statements in conformity with
generally accepted accounting principles 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 revenue and expenses during the reporting period.
Actual results could differ from those estimates.

I. Monetary Risk
The Company maintains cash balances at J.P Morgan Chase
Bank in the New York Metropolitan area. Bank balances are
insured by the Federal Deposit Insurance Corporation.
Deposits with the clearing broker and money market mutual
funds are not insured by the Securities Investor '
Protection Corporation.

Deposits with Clearing Brokers

The Company as an introducing broker, is required under the
terms of its fully disclosed clearing agreement with its
clearing broker to maintain net capital of $150,000.

Liabilities Subordinated to Claims of General Creditor

At December 31, 2005, the Company had no liabilities
subordinated to claims of General Creditors.

—
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Note 4.

Note 5.

NANES, DELORME CAPITAL MANAGEMENT LLC

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2005

Net Capital Reqguired

The Company is subject to the Securities and Exchange
Commission Uniform Net Capital Rule (Rule 15¢c3-1), 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. The rules of NASD,
also provides that equity capital may not be withdrawn or
cash dividends paid if; the resulting net capital ratio would
exceed 10 to 1.

At December 31, 2005, the Company had net capital of $293,186

which was $193,186 in excess of its required net capital of
$100,000. The Company’s net capital ratio was 2.2 to 1.C.

Office Expenses

The Company subleases office facilities and obtains certain
administrative services from the clearing broker. For these
facilities and services the Company pays a monthly fee of
$4,116. For the year ended December 31, 2005, these charges
amounted to approximately $49,000.

—
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SCHEDULE I
NANES, DELORME CAPITAL MANAGEMENT LLC
COMPUTATION OF NET CAPITAL UNDER RULE 15c¢3-1

OF THE SECURITIES & EXCHANGE COMMISSION

AS OF DECEMBER 31, 2005

Net Capital:
Total members' capital,

qualified for net capital $ 331,371
Add:
Liabilities subordinated to claims of
general creditors, allowable in
computation of net capital. -0-
Total Capital and allowable
subordinated liabilities S 331,371
Deductions and/or charges:
Non-allowable assets;
Prepaid expenses (11,907)
Security deposits (12,348)
Fixed assets (5,223)
Miscellaneous receivable 2,595
Net Capital before haircuts on securities positions S 2%9,2%8
Haircuts on Securities 6,112

Net Capital

Aggregate Indebtedness:

$__ 293,186

Accounts payable $ 129,112
Accrued Expenses & Taxes 4,950
Items not included in balance sheet -0-
Total Aggregate Indebtedness S 134,062

Computation of Basic Net Capital Reguirements:
Minimum Capital Required (6 2/3% of AI)

Minimum dollar Net Capital Requirement
Excess Net Capital

Excessg Net Capital at 1000%

Ratio: Aggregate Indebtedness to Net Capital

Percentage Debt to Debt/Equity

Oram, Yelon & Bernstein, P.C.

CERTIFIED PUBLIC ACCOUNTANTS

S 8,937

100,000

$_ 193,186

S_ 279,780

2.2 to 1.0

N/A
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SCHEDULE I CONTINUED

Reconciliation with Company's Computation (included in Part II of Form
X-17a-5 as of December 31, 2005:

There were no material differences with the Company's

computation of net

capital.

L

2
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NANES, DELORME CAPITAL MANAGEMENT LLC
STATEMENT REGARDING EXEMPTION FROM REPORTING:
COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
UNDER RULE 15¢3-3

Nanes, Delorme Capital Management LLC is exempt from Rule 15c¢c3-3 of
the Securities and Exchange Commission under 17CFR 240.15c3-
3(k) (2) (ii)

Information Relating to the Posgession or
Control Requirements Under Rule 15c3-3

The Company, as an introducing broker, clears all transactions with
and for customers on a fully disclosed basis with a clearing broker
and promptly transmits all customer funds and securities to the
clearing broker who carries all of the accounts of such customers.

The Company does not maintain margin accounts for its customers; and,
therefore, there were no excess margin securities.

Procedures for the handling and safeguarding of securities, in the
event that they are recelved were reviewed and determined to be
adequate. '

Oram, Yelon & Bernstein, P.C. Page 14
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Independent Auditors' Report on Internal Accounting Control Reguired

by SEC Rule 17a-5

TO THE MEMBERS OF
NANES, DELORME CAPITAL MANAGEMENT LLC

In planning and performing our audit of the financial statements of
Nanes, Delorme Capital Management LLC for the year ended Decembexr 31,

' 2005, we considered its internal control structure, including

procedures for safeguarding securities, in order to determine our
auditing procedures for the purposes of expressing our opinion on the
financial statements and not to provide assurance on the internal
control structure.

We also made a study of the practices and procedures followed by the
Company in making the periodic computations of aggregate indebtedness
and net capital under Rule 17a-3(a) (11) and the procedures for »
determining compliance with the exemptive provisions of Rule 15¢c3-3.
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 reguired by Rule
17a-13 or in complying with the requirements for prompt payment for
securities under Section 8 of Regulation T of the Board of Governors
of the Federal Reserve System, because the Company does not carry
security accounts for customers or perform custodial functions
relating to customer securities.

The management of the Company is responsible for establishing and
maintaining an internal control structure 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 internal
control structure policies and procedures and of the practices and
procedure referred to in the preceding paragraph and to assess whether
those practices and procedures can be expected to achieve the
Commission's above-mentioned objectives of an internal control
structure 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 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.

1
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Because of inherent limitation in any internal control structure or
the practices and procedures referred to above, errors or
irregularities may occur and not be detected. Also, projection of any
evaluation 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.

Our consideration of the internal control structure would not-

.necessarily disclose all matters in the internal control structure

that might be material weakness under standards established by the
American Institute of Certified Public Accountants. A material
weakness is a condition in which the design or operation of the
specific internal control structure elements does not reduce to a
relatively low level the risk that errors or irregularities in amounts
that would be material in relation to the financial statements being ‘
audited 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 involving the internal control structure,
including procedures for safeguarding securities, that we consider to
be material weaknesses 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 Commission 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 were
adequate at December 31, 2005, to meet the Commission's objectives.

This report is intended solely for the use of management, the
Securities and Exchange Commission, the New York Stock Exchange and

other regulatory agencies which rely on Rule 17a-5(g) under the

Securities Exchange Act of 1934 and should not be used for any other
purposes.

NEW YORK, NEW YORK
JANUARY 27, 2006

4//&%%%;?56599%ﬁ§%%%)262»

, YELON & BERNSTEIN, P.C.

Oram, Yelon & Bernstein, P.C. Page 16

CERTIFIED PUBLIC ACCOUNTANTS




