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i OATH OR AFFIRMATION

1, Blair D Koblenz | d ' , swear (or affirm) that, to the best of

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

, as
of December 31, L ,20___ 05 are true and correct. I 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, gxcept as follows:

—
OFFICIAL SEAL. | / Z}

MECHELEA HUGHES —
) NOTARY PUBLIG - St of Ao k Signature
Ky Comm. .xp!res Nov. 5, 2007 ‘ President

! Title

~iclute A Aol

Notary Public

Thls report ** contains (check ail apphcable boxes):
(a) Facing Page. l

(b) Statement of Financial Condition.

(c) Statement of Income (Loss). |

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
®) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital. |

(h) Com}putatiom for Determinatidh of Reserve Requirements Pursuant to Rule 15¢3-3.

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

@ A R(’TCODCIIIELUOH including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the

Computatlon for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

k) A R?conc1l1¢1t1011 between the ‘audlted and unaudited Statements of Financial Condition with respect to methods of

consphdalxon

1) An (Dath or Affirmation.

(m) A co‘py of the SIPC Supplcmental Report.

(n) Areportdescribing any matenal 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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Cerifid Public Accountans i
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1 } McGladrey & Pullen, LLP

2177 Bast Cametback Rd., Ste. 300

i
Independent Auditor’s Report Phoenix, AZ 850164354

0 602.760.2777 F 602.760.2918
www.mcgladrey.com

To the Stockholder }
Cole Capital Corporation |
Phoenix, Arizona I
We have a~udited the accompan?ing statement of financial condition of Cole Capital Corporation (the
Company) as of December 31, 2005 and the related statements of operations, changes in stockholder's
equity, and\ cash flows for the year then ended that you are filing pursuant to rule 17a-5 under the
Securities E‘xchanqe Act of 1934 These financial statements are the responsibility of the Company's
management. Our respon5|blllty\ is to express an opinion on these financial statements based on our

audit.

H
\

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards reqmre 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 ba5|s evidence supportlng the amounts and disclosures in the financial statements. An audit
also lncludes assessing the accoumtmg principles used and significant estimates made by management, as

well as evaluatmg the overall financial statement presentation. We believe that our audit provides a

reasonable basis for our opinion. |

In our op|n|\on the financial statements referred to above present fairly, in all material respects, the
financial pos,:ltlon of the Company \as of December 31, 2005, 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 p\urpose of forming an opinion on the basic financial statements taken as
a whole. The suppiementary mformatlon included in Schedules 1 and 2 is presented for the purpose of
additional amalysm and is not a requlred part of the basic financial statements, but is supplementary
information required by rule 17a-5 under the Securities Exchange Act of 1934. The supplementary
information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and in our opinion, ns‘ fairly stated in all material respects in relation to the basic financial
statements taken as a whole. !

V]Lb(k&a—\ﬂ % fachie ' [%L{’

Phoenix, Arizona I
January 27, 2006 1

I
I
I

McGladrey & Pullen; ‘LLP is @ member firm of RSM International —
an affiliation of separate and independent legal entities. .
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Cole Capital C orporation
Statement of Financial Condltuon

December 31 2005 !

Assets ‘
Cash and cash equivalents \} $ 548,315
Prepaid expenses I 32,070
Accounts receivable I 29,708
ii $ 610,093
-
Liabilities and Stockholder’ si\Equlty
Liabilities i‘
Accrued expenses ! $ 38,709
i
Stockholder’ S equity \
Common stock, no par value; authorized 1,000,000 shares;

13,600 shares issued and outstandlng 13,600
Contnbutqd capital P 1,989,000
Accumulated deficit ‘i (1,431,216)

| 571,384
$_ 610,093
|
il
|
|
il
l
I
i
1?
i
|
f
}
i
See accompanying notes. I 2
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Cole Capital Corporation

Statement ‘of Operations

Year Ended December 31, 2005

Revenue

Dealer manager and service fees
Marketlng\, due diligence and other

Commissions

Operating expenses

Wholesale commissions and other compensation

\
Broker-dealer commissions
Other

Net loss

‘\
|
li
|
\
I
I
!
ii

$ 2,067,222
1,376,303
1,933,512

5,377,037

3,622,237
1,933,512
606,993

6,162,742

$_ (785,705)

See accompanying notes.




Statement of Changes in Stockholder's Equity
Year Ended December 31, 2005

|
Cole Capital Corporation ‘
]

Comm\‘;on Common Total
Stock Stock Contributed  Accumulated  Stockholder's
Sharés Amount Capital Deficit Equity
I
I
Balance, December 31, 2004 13;1,600 $ 13,600 $ 839,000 $ (645511) $ 207,089
I
Contributions from. }
stockholder k 1,150,000 1,150,000
Net loss I (785,705) (785,705)
i
I
Balance, December 31, 2005 13,600 $ 13,600 $ 1,989,000 % (1,431,2i6) $ 571,384

See accompanying notes. L




Cole Capi

Year Ended

tal Corporation
Statement of Cash Flows

December 31, 200!

Operating a
Net loss

Adjustments to reconcile net Ioss to net cash used in

ctivities

operatmg activities
Increasp in assets

Prepa
Accou

d expenses

nts receivable

DecreatT.‘e in liabilities
Accrued expenses

Net cash

Financing activities
Contributions from stockholder

Net cash

Net increase in cash and cash équivalents

provided by financmg activities

Cash and cash equivalents
Beginning of year

End of year

\
used in operating a““ctlv:ties
|
li
I

$ (785,705)

(18,920)
(29,708)

(71,612)
(905,945)

— 1,150,000
— 1,150,000

244,055

304,260
$ 548,315

See accompanying notes.



Cole Capltal Corporatlon
Notes to the Financial Statements
Year Ended\ December 31, 2005

st o sines

Note 1 Nature of Business and Significant Accounting Policies

Nature of Business §

Cole Capital ’Corporatlon (the Company) is licensed to operate as a broker-dealer, under the Securities
Exchange Act of 1934 and is regrstered with the National Association of Securities Dealers, Inc. The
Company's prlnC|paI business is toiact as the sales agent or dealer manager for the private placement of
real estate limited partnerships and real estate investment trusts (REIT), public REITs on a best-efforts
basis, and other securities offered by affiliates of the Company (the Offerings). The Company is exempt
from the customer reserve requwement provisions of Rule 15¢3-3.

Summary of Significant Accountlng Policies

The Compan‘y prepares its fnancral statements in accordance with accounting principles generally
accepted in the United States of Amenca A summary of significant accounting policies is as follows:

Cash and Cash Equlvalents—For purposes of these financial statements, the Company considers all
highly hqurd investment mstruments purchased with a maturity date of three months or less to be cash
equwalents

H
Revenue Recogmtmn—Dealer manager, service, marketing and due diligence revenues are

recognized on the date the rnvestor acquires an interest in the offerings. Such revenues are defined in
the private offering memorandurns or registration statement of such Offerings.

Income Taxes——The Company: has elected under the Internal Revenue Code to be taxed as an S
Corporatlo‘n In lieu of corporate income taxes, the stockholders of an S Corporation are taxed on their
proportronete share of the companys taxable income. Therefore, no provision or liability for income
taxes is included in the financial' statements

Concentratlon of Credit Rlsk—The Company maintains its cash in bank deposit accounts, which at
times, srgmf‘cantHy exceed federally insured limits. The Company has not experienced any losses in
such accounts and believes it is not exposed to any significant credit risk on cash and cash equivalents.
Use of Estlmat<=s—The preparatlon of financial statements in accordance with accounting principles
generally eccepted in the United States of America requires management to make estimates and
assumptlorps that affect the reported amounts of assets and liabilities, disclosure of contingent assets
and |Iabl|ltles at the date of the financial statements and the reported amounts of revenues and
expenses durmg the reporting perlod Actual results could differ from those estimates.
!
Note 2 Accrued Expenses |
Accrued expenses consist prlmarlly of compensation payable to the Company's registered representatives

for capital raised in securities offermgs of affiliates of the Company.




Cole Capltal Corporatmn
Notes to the Financial Statements
Year Ended December 31, 2005

H

\\

Note 3 Related Party 'Il'ran\sactlons

Revenue—Substantially all revenue is earned by the Company for introducing investors to various

investment p“rograms. For the year ended December 31, 2005, these investment programs were REITs,

tenant-in- cornmon (TIC) mvestments Delaware Statutory Trusts (DST) investments and collateralized

promissory nPtes (the Notes). The advisors of the REITS, the sponsor of the TIC and DST programs, and

the issuer of the Notes are afﬂlated with the Company through common management.

Expenses—For the year ended December 31, 2005, the Company paid $481,500 in management fees to
a company affiliated through common management. This affiliate provided office space, administrative,
management, and payroll services to the Company.

Note 4 Net Capital Rule L\

Pursuant to the net capital provrs;ons of rule 15¢3-1 under the Securities Exchange Act of 1934, the
Company is \reqmred to maintain  minimum net capital and a ratio of aggregate indebtedness to net
capital, both as defined under such provisions, that does not exceed 15 to 1. The rule also provides that
equity contributed may not be withdrawn or cash dividends paid if the resulting net capital ratio would
exceed 10 to‘l Net capital and th‘e related net capital ratio may fluctuate on a daily basis. At December
31, 2005, the Company had net capital and a net capital requirement of $509,606 and $5,000,

respectively, which was $504, 606 |n excess of its required net capital. The Company's net capital ratio
was 0.08 to 1.




Supplementary Inforhation
|




|
Cole Capital Corporation‘
Schedule 1
Computation of Net Capital Under Rule 15c3-1
December 31, 2005

H
1
Total stockholder's equity $ 571,384

Less |deductions and/or charges prepaid
expenses and accounts recelvable

‘ 61,778

Net capltal “ 509,606

Minimum net capital requ:rement

‘ 5,000

Excess net capital %) $ 504,606
Aggregate indebtedness - accrued expenses $ 38,709
Ratio of aggregate mdebtedness to net capital 0.08to 1

Note: The above computations do not differ from the computation of net capital under SEC Rule 15¢3-1
as of December 31, 2005 as filed' by the Cole Capital Corporation on Form X-17a-5. Accordingly, no

reconciliation|is deemed necessary‘




\ |
Cole Capital Corporatlon‘
Schedule 2 w

Information for Possession or Control Requirements Under Rule 15¢3-3 and Computation for
Determmatlon of the Reserve Reqmrements of Rule 15¢3-3 - Exempted by Order of the
Commnssnom I

December 31, 2005 !

The Company carries no margin faccounts, does not hold funds or securities for, or owe money or
securities to|customers. The Company, therefore, is exempt from the computation of cash reserve
requirements| for brokers and dealers.

I 10




McGladrey & PuIIen*

Certified Pubhc Accountants 1;

Independent Auditor's Repori‘:‘ on Internal Control McGladrey & Pullen, LLP

2777 East Camelback Rd., Ste. 300

To the Stockholder i Phosnix, AZ 85016-4354
o . 11 0 602.760.2777 F 602.760.2918
Cole Capital Corporation i wwwmegladrey.com
r
1

Phoenix, Arizona

In planning and performing our| \audit of the financial statements and supplemental schedules of Cole
Capital Corporation (the Company) for the year ended December 31, 2005, we considered its internal
control, including control act|vrt|es for safeguarding securities, in order to determine our auditing
procedures [for the purpose of expressmg our opinion on the financial statements and not to provide
assurance on the internal control. \

\

Also, as requrred by rule 17a- 5(9%(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 objectives stated in rule 17a-5(g) in making the periodic
computations of aggregate mdebtedness and net capital under rule 17a-3(a)(11) and for determining
compliance with the exemptive provnsmns of rule 15¢3-3.

Because the Company does not carry any securities accounts for customers or perform custodial functions
relating to customer securities, we did not review the practices and procedures followed by the Company

in any of the following:: i\‘
(1) Making quarterly securltles examinations, counts, verifications, and comparisons.

(2) Recordation of dlfferences requrred by ruie 17a-13.

(3) Comiplying with the requirements for prompt payment for securities of Section 8 of
' Federal Reserve System 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| 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 p:ractlces and procedures referred to in the preceding 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 but not absolute as‘surance 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 authorizatlon and recorded properly to permit the preparation of financial
statements m conformity with accountmg principles generally accepted in the United States of America.
Rule 17a- 5(g) lists additional obJec‘tlves of the practices and procedures listed in the preceding paragraph.
Because of inherent limitations m internal control or the practices and procedures referred to above,
errors or fraud may occur and ndt be detected. Also, projection of any evaluation of them to future
periods is su‘bject to the risk that procedures may become inadequate because of changes in conditions or

that the effectiveness of their desrgn and operation may deteriorate.

McGladrey & PullerP LLP is a member firm of RSM Internatldpal
an affiliation of separate and independent legal entities. ‘
\

| 11




Our consid

eration of ‘internal control would not necessarily disclose all matters in internal contro! that -

might be material weaknesses under standards established by the American Institute of Certified Public

Accountant
internal cor
by error or
may occur
their assign

D

A material weakness is a condition in which the design or operation of one or more of the
itrol components does not reduce to a relatively low level the risk that misstatements caused
fraud in amounts that would be material in relation to the financial statements being audited
and nct be detected WIthm a timely period by employees in the normal course of performing
ed functions. However we noted no matters involving internal control that we consider to be

a material weakness as defined above

We understand that practices and procedures that accomplish the objectives referred to in the second

paragraph
Securities E
accomplish
Based on tf
were adequ

of this report are consndered by the SEC to be adequate for its purposes in accordance with the

xchange Act of 1934/ and related regulations, and that practices and procedures that do not
such objectives in aII material respects indicate a material inadequacy for such purposes.
nis understanding and ‘on our study, we believe that the Company's practices and procedures
ate at December 31, 2005 to meet the SEC's objectives.

This report

is intended solely for‘ the information and use of the Board of Directors, management, the

SEC, the Natlonal Association of\Securltles Dealers, Inc. and any other regulatory agencies that rely on
rule 17a- 5(9) under the Secuntles 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.

Phoenix, Ar
January 27,

\
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