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OATH OR AFFIRMATION

L Thomas Nelson , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Homeland Securities Financial Services Group, Inc.

, as

of December 31 ;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, except as follows:

ﬁO/ ) o
1gnature

Wes 0T

2302

- \ Notary Public .up\g 4-J\ o7

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

(a) Facing Page.

(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.

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

(g) Computation of Net Capital. ‘

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

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

(j) 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.

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

(1) An Oath or Affirmation.

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

0O O0O00B0EAEEE

aoanm

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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WILLIAM H BENNETT o
o Certzf ed Publzc Accountant ‘

* William H. Berinett, Jr. RN T 104 Daventry Lane BT William H. Bennett, Sr
R ST Lou1sv111e Kentucky40223 e R (‘1_920-1992)_.’

(502) 425 3030 FAX 429 0271

To the Partners of | o
Homeland Securities Financial

: Services GrOup, Inc.. '

" In my oplmon the accompanymg statement of ﬁnanc1al cond1t10n and the. related statements |

" of income, changes in stockholder’s: equlty and cash flows present fairly, in all material respects, -
. the ﬁnanc1al posmon of Homeland Securities Financial Services Group, Inc. at’ December 31,

o 2005, and the results of its operations and its cash flows. for- the year then ended in conforrmty s
. with accounting pr1nc1ples generally accepted in the Umted States of America. -These- ﬁnancral, L

- ";statements ‘are the respon51b111ty of .the Company's management our respon51b111ty is.to express- o
. an oprmon on these ﬁnanc1al statements based on my aud1t N

At

I conducted my audrt of. these statements in accordance Wlth audrtmg standards generally- ,

,accepted in the United States of America, which require that I plan and perform the audit to - .
" obtain reasonable. ‘assurance - about ’ whether the- financial statements are " free of matenal o

- misstatement. ‘An audit includes ¢ examlmng, on a test basis, evidence supportmg the amounts and =

o dlsclosures in-the ﬁnancral statements, assessing the accountmg principles used and srgmﬁcantf S
. . estimates. made by management, and- evaluating the overall ﬁnancral statement presentatlon I o

. 'beheve that my audlt provrdes a reasonable bas1s for my op1mon o o : ‘

My audit - ‘was conducted for the purpose of formmg an oplmon on’ the basrc ﬁnanc1al

"-statements taken as a whole. The 1nformat10n contained-in Supplementary Schedules land2is -
presented by management for purposes:of additional analysrs and is not a required part of the -

basic financial statements, but is ‘supplementary information requlred by Rule 17a-5 under the

Secunnes Exchange Act of 1934.. Such 1nformat10n has been" subjected to the audmng‘ o
e procedures appl1ed in the’ audrt of the basi¢ financial stateménts- and, in my opinion, is fairly
o ‘ stated in all materlal respects 1n relatlon to the basrc ﬁnanc1a1 statements taken asa whole e

 February 2,2006

Membéyrioﬁtvhe;Ajner.i‘can Ins(itule ofCPAs a/ld'lhe_}Kentucjky,Society_ ofCPAs

L .



HOMELAND SECURITIES FINANCIAL SERVICES GROUP, INC.

STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2005
ASSETS
Current assets:
Cash

Prepaid expenses

Total Assets

LIABILITIES AND STOCKHOLDER'S EQUITY

Current liabilities:
Accounts payable
Total liabilities
Stockholder's equity:
Common stock

Additional paid in capital
Retained earnings

Total liabilities and stockholder's equity

See accountant's report and notes to financial statements.

$ 52,393
12,310

$.64.703

$ 10,000
80,729
(27.109)
63.620

$.64.703

Page 2
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HOMELAND SECURITIES FINANCIAL SERVICES GROUP, INC.

STATEMENT OF INCOME AND CHANGE IN STOCKHOLDER'S EQUITY

YEAR ENDED DECEMBER 31, 2005

Revenues:
Interest

Total revenues

Expenses:
Professional fees
Bank charges
Insurance
Registration fees and expenses
Offering costs
Other expenses

Total expenses
Net loss
Stockholder's equity, December 31, 2004
Common stock

Additional paid in capital

Stockholder's equity, December 31, 2005

See accountant's report and notes to financial statements.

$ 11

(26,369)
(740)
10,000
80.729

$.63.620

Page 3
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HOMELAND SECURITIES FINANCIAL SERVICES GROUP, INC.
- STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31, 2005

Cash Flows From Operating Activities:
Net loss
Adjustments to reconcile excess of revenues over
expenses to net cash provided by operating activities:
Increase in prepaid expenses
Increase in accounts payable

Net cash (used in) operating activities

Cash Flows From Financing Activities:
Capital contributions

Net cash provided by financing activities
NET INCREASE IN CASH
CASH, beginning of year

CASH, end of year

See accountant's report and notes to financial statements.

$(26,369)
$(12,310)
1,083

(37.596)

52,393

$_52.393

Page 4



HOMELAND SECURITIES FINANCIAL SERVICES GROUP, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2005

NOTE 1. BUSINESS
— Homeland Securities Financial services Group, Inc. (the Company) is registered under
the Investment Company Act of 1940 as a direct participation management
investment company. The investment objective of the Company is to seek a high
- total return consisting of both current income and realized and unrealized gains from
oil and gas direct participation funds.

The Company had not begun to see these funds as of December 31, 2005. At the date
of the financial statements, business was scheduled to begin in February 2006.

Note 2.  SIGNIFICANT ACCOUNTING POLICIES
This summary of accounting policies of Homeland Securities Financial Services
Group, ‘Inc. is presented to assist in understanding the Company's financial
statements. The financial statements and notes are the representation of the
Company's management, who is responsible for their integrity and objectivity. These
accounting policies conform to generally accepted accounting principles and have
been consistently applied in preparation of the financial statements.

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

increases and decreases in net assets from operations during the reporting period.
- Actual results could differ from those estimates.

Cash and Cash Equivalents
Cash equivalents consist of short-term, highly liquid investments which are readily
convertible to cash within ninety (90) days of purchase.

Organization and Offering Costs

The Company incurred organization costs in the current year. According to SOP
98-5, these costs have been expensed as incurred. In addition, the Company incurred
offering costs consisting of NASD and state registration fees. These costs have been
expensed in accordance with SOP.

(Continued next page)
' Page 5



HOMELAND SECURITIES FINANCIAL SERVICES GROUP, INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2005
(Continued)

Note3. NET CAPITAL REQUIREMENTS

As a member of the National Association of Securities Dealers, Inc., the Company is
subject to the Uniform Net Capital Rule, which requires that the Company maintain a
ratio of aggregate indebtedness to net capital, as defined, not to aggregate
indebtedness to net capital, as defined, 15 to 1. In addition, net capital, as defined,
shall not be less than $5,000. At December 31, 2005, net capital was $63,620 and
required net capital was $5,000. The ratio of aggregate indebtedness to net capital
was 2.11%.

Page 6
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Supplementary Schedules

HOMELAND SECURITIES FINANCIAL SERVICES GROUP, INC.
COMPUTATION OF NET CAPITAL PURSUANT TO RULE 15¢3-1

DECEMBER 31, 2005

TOTAL STOCKHOLDER'S EQUITY
Deductions
Prepaid expenses
Total net capital

AGGREGATE INDEBTEDNESS
Accounts payable
Total aggregate indebtedness

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
(aggregate indebtedness)
Minimum dollar net capital requirement of broker-dealer
Net capital requirement (greater of two above)
Net capital in over the required minimum
Ratio: Aggregate indebtedness to net capital

RECONCILIATION WITH COMPANY'S COMPUTATION
Net capital under Company's computation
Miscellaneous differences audit adjustments

NET CAPITAL PER AUDITED REPORT

$ 63,620

(12310
$.51.310

$_1.083
$_1.083

$__ 72
$_5.000
$.5.000
$46.310

2.11%

$51,310
0

$51.310

COMPUTATION OF DETERMINATION OF RESERVE REQUIREMENTS

UNDER RULE 15¢3-3
DECEMBER 31, 2005

The Corporation is exempt from SEC Rule 15¢3-3 pursuant to paragraph (k)(2)(i) of the Rule.

Page 7
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WILLIAM H BENNETT
' Certzf ed Publzc Accountant '

- William H. Bennett,‘ Jr.. L 104 Daventry Lane L ‘(.‘;'Williarn‘H.-Bennett, Sr.
C o - Lou1sv11]e Kentucky40223 R } /(1920-1992) -

(502) 425 3030 FAX 429-0271

REPORT OF INDEPENDENT ACCOUNTANT - g
‘  ONINTERNAL CONTROL - =
REQUIRED BY SEC RULE 17A- 5

To the Stockholder's of - -

"Homeland Securities F1nanc1a1

Serv1ces Group, Inc e
" In planning and perforrning"my audit of the financial staterents and supplémental schedules. - |
of Homeland Securities Financial Services Group, In¢. for the year ended December 31, 2005, 1

~* considered its. internal control, 1nclud1ng control act1v1t1es for safeguarding securities, in order.to-
S 'deterrmne our: aud1t1ng procedures for the purpose. of expressmg my oprmon on the ﬁnanc1al :
: statements and not to provrde assurance on the 1ntemal eontrol :

Also as requlred by Rule l7a-5(g)(1) of the Secuntles and Exchange Commrssron (the

’t"SEC") T have made a-study of the practrces and . procedures followed by the Corporation”
SR fmcludlng tests of comphance ‘with such practices and procedures that I cons1dered relevant to
L ‘;' ‘the obJect1ves stated in Rule 17A S(g) in the followmg '

Makmg the perlodlc computatrons of aggregate mdebtedness and net caprtal under Rule " '

'”4d7a3«mx1n,mm

| \2 Deterrmmng compllance w1th the exemptlve provrslons of Rule 1503 3

Because the Corporatlon does not carry securrtres accounts for customers or perform

" custodlal functions relating to customer secuntles I drd not rev1ew the pracnces and procedures
i followed by the Corporatron in. any of the followmg :

. 1 Makmg the quarterly securlnes exammatlons counts verlﬁcatlons and compansons and the "
‘ recordatlon of dtfferences requrred by Rule l7a-13 R :

= .2 Complyrng wrth the requlrements for prompt payment for securities’ under Sectron 8 of »
" Federal Reserve Regulatlon T of the Board of’ Governors of the Federal Reserve System; and -

L .3 Obtammg and marntarmng physrcal possessmn or control of all ﬁJlly paid. and excess margrn :
. secuntres of customers as requrred by Rule 1503 3 : : =

" “Page8
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* The. management of the Corporatron is responsrble for estabhshmg and mamtammg internal

1 .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 control and of the practices and procedures referred to in the. .
_ »precedmg paragraph -and to assess‘whether those practices and procedures can be expected to -
“achieve the SEC's above-mentioned obJectrves Two of the objectives of internal control and the

L practlces and procedures are to-provide management with reasonable; but not absolute, assurance

‘that ‘assets for which the Corporation has _responsibility are safeguarded against loss from
unauthorized  used or disposition, and - that transactions are executed in accordance with
management's authonzatron and recorded properly to penmt the preparatron of -financial . -

. statements in accordance ~with generally accepted accountlng prmcrples - rule. 17a-5(g) hsts o

addltlonal objéctives of the practrces and procedures hsted in. the precedmg paragraph

Because of mherent hrmtatrons in mternal control or the practlces and procedures referred to
' above errors or- fraud may occur and not be detected. Also, projection of any evaluation of
. jlnternal control to future periods is subject to the risk that controls may become inadequate:
.. because of changes in cond1t1ons or that the effectrveness of therr desrgn and operatlon may h
S deterrorate . : : S N

My con31deratlon of internal control would not necessanly drsclose all matters in mternal

R control that mlght be material weaknesses under standards estabhshed by the American Institute. -
L of Certlﬁed Pubhc Accountants A matenal weakness 1s a condrtron in .which . design or -
" .. operation of one or.more of the specrﬁc 1nterna1 ‘control components does not reduce to a

. relatively low level the risk that error.or fraud in amounts that would be matenal in relation to
‘the financial statements being audited may occur and not be detected within a timely period by

. ernployees in thé normal course of: perfonnmg their assigned functions.. However, I noted no

. matters 1nvolv1ng ‘internal control, including procedures for- safeguardmg securrtles ‘that T
- lconsrder to rne matenal weaknesses asdeﬁned above : T

_ | I understand that practlces and procedures that accomphsh the’ obJectrves referred to 1n the
- second paragraph of this report are considered by the SEC to be adequate for its purposes in

‘accordance with the Securities Exchanoe Act of 1934 and related regulations, and that practices . -

. and procedures that do not accomphsh such objectives in all material respects indicate a material -
- madequacy for such ° purposes. Based on this understandmg and on my study, I believe that the -
| . Corporation's practrces and procedures were adequate at Decernber 31, 2005 to meet the SEC's

obJectrves : S :

Thrs report is. mtended solely for the 1nformat10n and .use of the. Board of Drrectors
management the SEC, and other regulatory agencies that rely on Rule 17a-5(g) under the
Securities Exchange Act 0f 1934 in their regulation of registered brokers and dealers, and is not -

1ntended to be and should not be used by anyone other than these specrﬁed partres

ngu«a,._. /J

: 4 Certrﬁed Pubhc Accountant

. February2,2006 —



