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R | OATH OR AFFIRMATION
1, Joseph E. Hardgrove , swear (or affirm) that, to the best of
my knowledge and helief the accompanving financial statement and supporting schedules pertaining to the firm of
Omega Securities, 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:

qu«ﬁi.ﬂﬁﬂw-

Signature

72&&0@%/@50

Title

Notary Pub}

This report ** contains (chetkall applicable boxes):

J (a) Facing Page.

0 (b) Statement of Financial Condition.

O (e) Statement of Income (Loss).

[J (d) Statement of Changes in Financial Condition.

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

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

O (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.

[ (§) AReconciliation, 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.

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

00 (1) An Oath or Affirmation.

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

L (n) Areportdescribing any material 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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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To the Board of Directors of
Omega Securities, Inc.

We have audited the accompanying statement of financial condition for noncarrying, nonclearing
and certain other brokers or dealers of Omega Securities, Inc. (the Company) as of December 31,
2005, and the related statements of operations and comprehensive income, 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 and Exchange Act of 1934. These financial statements are the responsibility of the
Company's management. Our responsibility is to express an opinion on these financial statements
based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States. 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 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.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in the supplemental schedules on pages 16 and 17 is
presented for purposes of additional analysis and is not a required part of the basic financial
statements, but is supplementary information required 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 our opinion, is fairly stated in all material respects in
relation to the basic financial statements taken as a whole.

MONTEoMERY foseis GRELIeH LLP

MONTGOMERY COSCIA GREILICH, LLP
Dallas, Texas
February 14, 2006




OMEGA SECURITIES, INC.
Statement of Financial Condition for Noncarrying,
Nonclearing and Certain Other Brokers or Dealers

December 31, 2005

ASSETS

CURRENT ASSETS
Cash and cash equivalents $ 57,794
Accounts receivable 78,150
Investments in mutual funds 296,630
Other current assets ' 12
Total current assets 432,586
PROPERTY, PLANT AND EQUIPMENT, net 9,329
INVESTMENT IN STOCK 52,770
TOTAL ASSETS $ 494,685

LIABILITIES AND SHAREHOLDERS' EQUITY

CURRENT LIABILITIES
Accounts payable and accrued liabilities $ 25,798
Simple IRA payable 21,414
Deferred income taxes 23,606
Federal income taxes payable 10,690
Total current liabilities , 81,508
DEFERRED INCOME TAXES 1,697
Total liabilities 83,205

COMMITMENTS AND CONTINGENCIES -

SHAREHOLDERS' EQUITY
Common stock, $.10 par value; 10,000,000 shares authorized;

49,998 shares issued and outstanding 5,000
Additional paid-in capital 30,281
Accumulated other comprehensive income:

 Unrealized gain on marketable securities, net of tax 45,824
Retained earnings 330,375
Total shareholders' equity 411,480
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $ 494,685

The accompanying notes are an integral part of this financial statement.
' 4




OMEGA SECURITIES, INC.
Statement of Operations and Comprehensive Income
For the Year Ended December 31, 2005

REVENUE

Commission and advisory fee revenue $ 1,445,598

Investment income . 14,729

Realized gain on sale of marketable securities 1,641
Total revenue 1,461,968
EXPENSES

Commission expenses 128,350

General operating expenses : 1,248,875
Total expenses ‘ 1,377,225
NET INCOME BEFORE OTHER COMPREHENSIVE INCOME

AND FEDERAL INCOME TAXES 84,743

FEDERAL INCOME TAX EXPENSE (23,983)
NET INCOME BEFORE OTHER COMPREHENSIVE INCOME 60,760
OTHER COMPREHENSIVE INCOME, NET OF TAX

Unrealized gain on marketable securities 11,550
TOTAL COMPREHENSIVE INCOME $ 72,310

The accompanying notes are an integral part of this financial statement,
5
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OMEGA SECURITIES, INC.
Statements of Cash Flows
For the Year Ended December 31, 2005

CASH FLOWS FROM OPERATING ACTIVITIES
Net Income before other comprehensive income $
Adjustments:
Depreciation
Loss on disposal of asset
Deferred income taxes
Realized gain on sale of marketable securities
Changes in operating assets and liabilities:
Accounts receivable
Federal income taxes receivable
Accounts payable and accrued liabilities
Simple IRA payable
Federal income taxes payable
Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Purchases of restricted marketable securities

Proceeds from sale of marketable securities

Purchases of stock

Net cash used in investing activities

NET CHANGE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS AT END OF YEAR $

SUPPLEMENTAL INFORMATION:

Cash paid for interest $

Cash paid for taxes $
NONCASH INVESTING AND FINANCING ACTIVITIES:

Increase in other comprehensive income, net of tax $

Increase in deferred income tax on mutual funds and stocks

Net increase in mutual funds and stocks $

The accompanying notes are an integral part of this financial statement.
7

60,760

3,250

18
(2,579)
(1,602)

(14,668)
2,901
(26,865)
2,597
10,690
34,502

(83,694)
40,391

(22,500)

(65,803)
(31,301)
89,095

57,794

310
12,675

11,550
5,949
17,499




OMEGA SECURITIES, INC.
Notes to Financial Statements
December 31, 2005

1. BUSINESS

Omega Securities, Inc. (the Company) was organized as a corporation on November 11, 1974,
under the laws of the State of Texas. The Company is a registered member of the National
Association of Securities Dealers, Inc. as a broker/dealer, and with the Securities and Exchange
Commission (SEC) under the Federal Securities and Exchange Act of 1934. The Company acts as a
dealer/investment advisor for certain offerings and does not maintain discretionary accounts for its
customers. There are no existing obligations of the dealer in regards to offerings made.

2. SIGNIFICANT ACCOUNTING POLICIES
Cash and Cash Equivalents

Cash and cash equivalents consist primarily of money market funds with original maturities of three
months or less.

Accounts Receivable

Accounts receivable consist primarily of commissions earned during the year but not received as of
year-end. Commissions are earned through quality financial institutions and reputable mutual fund
companies. Receivables are recorded only when substantial evidential matter is obtained as to the
validity of the receivable. Accordingly, the Company does not record an allowance for doubtful
accounts. As collectibility of receivables is reasonably assured, the Company does not maintain a
policy for determining reserves for past due or delinquent receivables.

Property, Plant and Equiprﬁent

Property, plant and equipment are stated at cost, less accumulated depreciation. Depreciation on
equipment is provided in amounts sufficient to relate the cost of the assets to operations over their
estimated service lives ranging from three to five years using the straight-line method.

Major repairs or replacements of property, plant and equipment are capitalized. Maintenance repairs
and minor replacements are charged to operations as incurred. Property, plant and equipment
retirements are removed from the records at their cost and related accumulated depreciation and any
resulting gain or loss is included in operations.

Investments in Mutual Funds and Stocks

The Company's investments in mutual funds and stocks are classified as available-for-sale
securities. The unrealized gains and losses, net of related deferred income taxes, are reported as a
separate component of stockholder's equity. The realized gain or loss on the sale of securities is
calculated using the average cost method.




OMEGA SECURITIES, INC.
Notes to Financial Statements
December 31, 2005

2. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Net Capital Requirements

The Company is subject to the SEC Uniform Net Capital Rule (Rule 15¢ 3-1), 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 certain limits.

Income Taxes

The Company accounts for income taxes pursuant to SFAS No. 109, "Accounting for Income
Taxes," which uses the asset and liability method to calculate deferred income taxes. Deferred tax
assets and liabilities are recognized for the expected tax consequences of temporary differences
between the tax basis of assets and liabilities and their reported amounts. The realization of deferred
tax assets is based on historical tax positions and expectations about future taxable income. The
liability method also requires the recognition of future tax benefits such as net operating loss carry
forwards, to the extent that realization of such benefits is more likely than not.

Concentration of Credit Risks

Concentrations of credit and market risk consist of cash, accounts receivable and mutual funds.
The Company places its cash with quality financial institutions and by policy, limits the amount of
exposure to any one financial institution. Accounts receivable relates to commissions earned from.
the sale of investment products of insurance companies and numerous mutual funds. The Company
has not experienced problems in collecting commissions due from these entities. The Company’s
investments in mutual funds are diversified among issuers with various investment strategies that
minimize overall market risk..

Use of Estimates and Assumptions

Management uses estimates and assumptions in preparing financial statements in accordance with
accounting principles generally accepted in the United States. Those estimates and assumptions
affect the reported amounts of assets and liabilities, the disclosure of contingent assets and
liabilities, and the reported sales and expenses. Actual results could vary from the estimates that
were used.

3. INVESTMENTS IN MUTUAL FUNDS

Investments are classified as available-for-sale, and are carried at market value. Unrealized
appreciation (devaluation) relating to the investments as of December 31, 2005 is shown as a
separate component of stockholder's equity in the accompanying financial statements, net of the
effect of deferred income taxes.




OMEGA SECURITIES, INC.
Notes to Financial Statements
December 31, 2005

3. INVESTMENTS IN MUTUAL FUNDS (CONTINUED)

Investments in mutual funds at December 31, 2005 consisted of the following:

Cost Market
AMCAP Fund $ 37,351 $ 40,116
Capital Income Builder 30,390 37,587
Capital World Growth and Income Fund 32,798 50,312
The Cash Management Trust of America 395 395
The Growth fund of America 10,000 9,958
Fundamental Investors 40 -
The Investment Company of America 41,538 50,242
New Perspective Fund 35,932 51,615
Washington Mutual Investors Fund 48,926 56,405

§ 237,370 § 296,630

In June 2005, the Company exercised its 1,500 stock warrants in NASDAQ Stock Market, Inc. at a
cost of $15 per warrant for 1,500 shares of NASDAQ stock. The stock certificates are considered
available-for-sale marketable equity securities. At this time, however, there are certain restrictions
on trading the certificates and the Company believes they will not trade them over the next twelve
months. Accordingly, the stock is carried at market value and listed as a long term investment on
the Company’s financial statements. Unrealized appreciation relating to the NASDAQ stock is
included with the unrealized appreciation (devaluation) on the investments listed above.
Investments in NASDAQ stock at December 31, 2005 consisted of the following:

Cost Market
1,200 Shares at $29 per share $ 34,800 $ 42,216
300 Shares at $26 per share 7,800 10,554
Net non-current deferred taxes $ 42,600 $ 52,770

The change in unrealized appreciation (devaluation) for the year ended December 31, 2005 is as
follows:

Mutual NASDAQ Total

Funds Stock Investments
Unrealized appreciation at January 1, 2005 $ 51,931 - § 51,931
Unrealized appreciation during 2005 7,329 10,170 17,499
Unrealized appreciation at December 31, 2005 $ 59,260 § 10,170 § 69,430

10




OMEGA SECURITIES, INC.
Notes to Financial Statements
December 31, 2005

3. INVESTMENTS IN MUTUAL FUNDS (CONTINUED)

The $69,430 in unrealized appreciation is recorded in the accompanying financial statements in the
following captions:

Deferred Income Taxes $ 23,606

Stockholder’s Equity:
Accumulated Other Comprehensive Income 45,824
S 69430

Included in the unrealized gain for marketable securities for the year ended December 31, 2005 is
$5,949 in current deferred tax expense.

4. PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment consisted of the following at December 31, 2005:

Office equipment $ 25711
Furniture and fixtures 9,937
35,648
Accumulated depreciation ( 26,319)
Property, plant and equipment, net $§ 9,329

Depreciation expense for the year ended December 31, 2005 was $3,250 and it was included as a
component of general operating expenses in the accompanying financial statements.

5. EMPLOYEE RETIREMENT PLAN

The Company provides a Simple IRA plan (the “Plan”) for the benefit of all the employees. For the
year ended December 31, 2005, employees were able to contribute up to $12,000 based on the
employee’s age. The Company contributes 100% of employee deferrals up to 3% of the
employees’ gross wages. Company contributions for the year ended totaled $21,414 and are
included as a component of accrued liabilities on the accompanying financials.

6. SHAREHOLDERS’ EQUITY

In June 2005, the majority shareholder contributed two shares of his stock to the Company as
treasury stock. Immediately after, the Board resolved and approved to retire all treasury shares. At
the time of retirement, treasury shares totaled $27,717.

11




OMEGA SECURITIES, INC.
Notes to Financial Statements
December 31, 2005

7. COMMITMENTS AND CONTINGENCIES

The Company is a party to non-cancelable operating leases for general office space and office
equipment. The aggregate amount of rental expenses for the year ending December 31, 2005 was
$56,004, and it was included as a component of general operating expenses in the accompanying
financial statements.

The Company’s obligations under the lease agreements subsequent to December 31, 2005 are as
follows:

Years ending Annual lease
December 31, payments
2006 § 53,504
2007 50,315
2008 51,755
2009 49,507
2010 and beyond 45,060
Total $ 250,141

8. FEDERAL INCOME TAXES

The components of the provision for federal income taxes for the year ended December 31, 2005
are as follows:

Current income tax (expense) benefit $ 23,272
Deferred income tax (expense) benefit 711
$ 23,983

The Company’s effective income tax rate differed from the federal statutory rate as follows:

U.S. Federal statutory rate 34 %
Other (5) %
Effective tax rate 29 %

Following are the components of deferred tax assets and deferred tax liabilities:

Deferred tax assets and liabilities
Current deferred tax liabilities

Unrealized appreciation of marketable securities $ 23,606
Nor-current deferred tax liabilities

Property and equipment 1,697

Net non-current deferred taxes $ 25,303

12




OMEGA SECURITIES, INC.
Notes to Financial Statements
December 31, 2005

9. GENERAL OPERATING EXPENSES

For the year ended December 31, 2005, general operating expenses consisted of the following:

Salaries and related, officers $ 727,446
Salaries and related, all other 127,525
Professional fees and licenses 62,081
Dues and subscriptions 10,365
Insurance 46,908
Printing and labels 3,813
Rent 39,873
Equipment rental 16,131
Taxes 4,521
Office supplies and expense 19,574
Depreciation expense 3,250
Repairs and maintenance 2,111
Postage: 7,863
Advertising 17,825
Securities information fees 4,722
Telephone and communications ’ 19,696
Clearance charges 10,622
Delivery charges 3,719
NASD fees 9,199
Miscellaneous 8,577
Parking 7,335
Computer support 2,956
Travel and entertainment 47,484
Simple IRA 21,414
Contract labor , 792
Contributions and gifts 22,763
Interest expense 310

$1,248,875

10. POSSESSION OR CONTROL REQUIREMENTS

There were no material inadequacies in the procedures followed in adhering to the exemptive
provisions of SEC Rule 15¢3-3 (K)(2)(i) which requires that all customer funds and securities be
promptly transmitted to the clearing broker who carries the customer accounts. The Company does
not have any possession or control of customer funds or securities.

13




OMEGA SECURITIES, INC.
Notes to Financial Statements
December 31, 2005

11. SUBORDINATED LIABILITIES

There are no liabilities which were subordinated to claims of general creditors at December 31,
2005.

12. SUBSEQUENT EVENTS

In January 2006, the Company signed a non-cancelable operating lease for office equipment. The
Company’s obligations under the lease agreement subsequent to December 31, 2005 are as follows:

Years ending Annual lease
December 31, payments
2006 § 1,978
2007 1,978
Total $ 3,956

14
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OMEGA SECURITIES, INC.
Supplemental Schedules Required by Rule 17a-5
For the Year Ended December 31, 2005

Net Capital

Total stockholder's equity h 411,480

Non-allowable assets:

Property and equipment, net (9,329)
Other current assets - (12)
Investments in stock warrants (52,770)
12B-1 fees receivable and not offset
by related payable (62,544)
Total non-allowable assets (124,655)
Haircuts on securities (44,403)
Deferred taxes 25,303
Total changes in stockholder's equity (143,755)
Net allowable capital $ 267,725

Computation of Basic Net Capital

Minimum net capital required $ 3,860

Minimum dollar net capital requirement

of reporting broker or dealer 5 100,000
Net capital requirement 3 100,000
Excess net capital $ 167,725

Computation of Aggregate Indebtedness

Total aggregate indebtedness $ 57,902

Percentage of aggregate indebtedness to allowable net capital 22%




OMEGA SECURITIES, INC.
Supplemental Schedules Required by Rule 17a-5
For the Year Ended December 31, 2005

Reconciliation with Company's Allowable Net Capital

Net allowable capital- As reported in Company's

unaudited FOCUS report $ 302,813
Net Company and audit adjustments (35,088)
Adjusted net allowable capital, per audited financial statements $ 267,725

Exemptive Provisions Under Rule 15¢3-3

The Company is exempt from Rule 15¢3-3, because all customer transactions are cleared
through another broker-dealer on a fully disclosed basis. Transactions are cleared through
deater number 8-45123.

Changes in Liabilities Subordinated to Claims of General Creditors

Such claims at January 1,2005 3 -
Additions B
Reductions -
Bzlance of such claims at December 31, 2005 N
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To the Board of Directors
Omega Securities, Inc.

In planning and performing our audit of the financial statements and supplemental schedules of
Omega Securities, Inc. (the Company), for the year ended December 31, 2005, we considered its
internal control structure, in order to determine our auditing procedures for the purpose of
expressing our opinion on the financial statements and not to provide assurance on internal control.

Also, as required by rule 17a-5(g)(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 indebtedness and net capital under rule 17a-3(a)(11)
and for determining compliance with the exemptive provisions of rule 15¢3-3. Because the
Company does not carry 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:

. Making quarterly securities examinations, counts, verifications, and comparisons.
2. Recordation of differences required by rule 17a-13.

3. Complying with the requirements for prompt payment for securities under Section § of Federal
Reserve 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 practices 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, 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 accordance with accounting
principles generally accepted in the United States. Rule 17a-5(g) lists additional objectives of the
practices and procedures listed in the preceding paragraph.
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MONTGOMERY COSCIA GREILICH LLP
Certified Public Accountants

Because of inherent limitations in internal control or the practices and procedures referred to above,
errors or fraud 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 internal control would not necessarily disclose all matters in internal control
that might be material weaknesses 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 components does not reduce to a relatively low level the risk that
errors or fraud 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 internal control that
we consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to previously in
this report are considered by the SEC to be adequate for its purposes in accordance with the .
Securities and 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 our study, we believe that the Company's practices and
procedures were adequate at December 31, 2005, to meet the SEC’s objectives.

This report is intended solely for the use of management and the SEC and other regulatory agencies
that rely on rule 17a-5(g) under the Securities and 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.

MONTGomER y £0S2IR CRELIH LLP

MONTGOMERY COSCIA GREILICH, LLP
Dallas, Texas
February 14, 2006
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