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OATH OR AFFIRMATION

I DENNIS J. TIETZ , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

CRONOS SECURITIES CORP. s
of DECEMBER 31, ,2005 , 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:

NN+

Signature

PRESYIDENT
Title
/
A‘fi /. &/

o TIFFANY M. CHAN
- PNBary P“bl Y P e Commission # 1392453 2
]S(Spc})::c: c;ntams (check all applicable boxes): % " g Ng:‘r;;:bé::cfggggo
g rage. My Comm. Expires Jan 2, 2007

(b) Statement of Financial Condition.
& (c) Statermnent of Income (Loss).
K] (d) Statement of EAFRKXHKRMXRHADCOHINIGD. Cash Flows.
&l (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
O (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
&) (g) Computation of Net Capital,
B (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
[J (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
[0 () A Reconciliation, 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.
0 (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation.
() An Oath or Affirmation.
3 (m) A copy of the SIPC Supplemental Report.
0O

(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).



CRONOS SECURITIES CORP.
(a wholly-owned subsidiary of
Cronos Capital Corp.)

(SEC LD. No. 8-25603)

Financial Statements and
Supplemental Schedules for the year ended
December 31, 2005 and
Independent Auditors’ Report and
Supplemental Report on Internal Control
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CRONOS SECURITIES CORP.
(a wholly-owned subsidiary of Cronos Capital Corp.)

Table of Contents

This report contains (check all applicable boxes):

Independent Auditors’ Report
Facing Page.

‘Statement of Financial Condition.

Statement of Income.

Statement of Cash Flows.

Statement of Changes in Shareholder’s Equity.

Statement of Changes in Liabilities Subordinated to Claims of General Creditors (Not
Applicable).

Notes to Financial Statements ‘

Computation of Net Capital for Brokers and Dealers Pursuant to Rule 15¢3-1 under the
Securities Exchange Act of 1934.

Computation for Determination of Reserve Requirements for Brokers and Dealers Pursuant
to Rule 15¢3-3 under the Securities Exchange Act of 1934,

Information Relating to the Possession or Control Requirements for Brokers and Dealers
Pursuant to Rule 15¢3-3 under the Securities Exchange Act of 1934 (Not Applicable).

A Reconciliation, including Appropriate Explanations, of the Computation of Net Capital
under Rule 15¢3-1 (Not Required) and the Computation for Determination of the Reserve
Requirements Under Rule 15¢3-3 (Not Applicable).

A Reconciliation Between the Audited and Unaudited Statement of Financial Condition
With Respect to Methods of Consolidation (Not Applicable).

An Oath or Affirmation.

Copy of the SIPC Supplemental Report (Not Required).

A report describing any material inadequacies found to exist or found to have existed since
the date of the previous andit (Supplemental Report on Internal Control).
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Tel: +1 415 783 4000
Fax: +1 415 783 4329
www.deloitte.com

Independent Auditors’ Report

The Board of Directors
Cronos Securities Corp.
San Francisco, California

We have audited the accompanying statement of financial condition of Cronos Securities Corp. (the
"Company"), (a wholly-owned subsidiary of Cronos Capital Corp.) as of December 31, 2005, and the related
statements of income, changes in shareholder's equity, 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 financial
statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards as established by the
Auditing Standards Board (United States) and in accordance with the auditing standards of the Public Company
Accounting Oversight Board (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.  The Company is
not required to have, nor were we engaged to perform, an audit of its internal control over financial reporting. Our
audit included consideration of internal control over financial reporting as a basis for designing audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the Company's internal control over financial reporting. Accordingly, we express no such opinion. An audit also
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements,
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, such financial statements present fairly, in all material respects, the financial position of
Cronos Securities Corp. at 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 purpose of forming an opinion on the basic financial statements taken as a
whole. The supplemental schedules on pages 8 and 9 are presented for the purpose of additional analysis and are
not a required part of the basic financial statements, but are supplementary information required by Rule 17a-5
under the Securities Exchange Act of 1934. These schedules are the responsibility of the Company’s management.
Such schedules have been subjected to the auditing procedures applied in our audit of the basic financial
statements and, in our opinion, are fairly stated in all material respects when considered in relation to the basic
financial statements taken as a whole.

'—DZ{;:#& ‘rTuuc,ﬁu\ P

February 24, 2006

Member of
Deloitte Touche Tohmatsu



CRONOS SECURITIES CORP.
(a wholly-owned subsidiary of

Cronos Capital Corp.)
Statement of Financial Condition
December 31, 2005

Assets
Cash and cash equivalents $ 89,851
Other assets ‘ 903
Deferred income tax asset 9.920
Total assets ‘ $ 100,674

Liabilities and Shareholder’s Equity
Liabilities:
Accounts payable and accrued expenses $ 18,173
Income taxes payable ‘ 1.609
Total liabilities 19782
Shareholder's equity:
Common stock, no par value. Authorized 100,000 shares; issued and

outstanding: 1,000 shares, assigned value $10,000 10,000

Retained eamings ‘ 70.892
Total shareholder's equity 80,892
Total liabilities and shareholder's equity $ 103455

The accompanying notes are an integral part of these financial statements.
2
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CRONOS SECURITIES CORP.
(a wholly-owned subsidiary of
Cronos Capital Corp.)

Statement of Income

For the year ended December 31,2005

Underwriting commissions , $ 40,900
Operating expenses 15389
Income from operations 25,511
Interest income ' _1,738
Income before income taxes ‘ 27,249
Income taxes 12254
Net income § _14995

The accompanying notes are an integral part of these financial statements.
3



CRONOS SECURITIES CORP.
(a wholly-owned subsidiary of
Cronos Capital Corp.)

Statement of Changes in Shareholder's Equity
For the year ended December 31, 2005

Common Stock | Retained

Shares Amount Earnings

Balances at January 1, 2005 1,000 $ 10,000 $ 55897
Net income - - 14995
Balances at December 31, 2005 1000 $ 10,000 $ 70,892

The accompanying notes are an integral part of these financial statements.
4



CRONOS SECURITIES CORP.
(a wholly-owned subsidiary of
Cronos Capital Corp.)

Statement of Cash Flows

For the year ended December 31, 2005

Cash flows from operating activities:
Net income '

Adjustments to reconcile net income to net cash
Provided by operating activities:

Deferred income tax
Changes in assets and liabilities:
Increase in other assets
Increase in accounts payable and accrued expenses

Decrease in income tax payable
Net cash provided by operating activities

Cash and cash equivalents, at beginning of year

Cash and cash equivalents, at end of year

§ 14995

9,845

(358)
7,378
(4.995)

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

5
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CRONOS SECURITIES CORP.
(a wholly-owned subsidiary of
Cronos Capital Corp.)

Notes to Financial Statements

December 31, 2005

of Significant Accounting Policies - Nature of Operations and Organization

Cronos Securities Corp. ("CSC"), was incorporated in the state of California in October of 1980 and began
operations in 1981. CSC is a registered broker and dealer in securities, and a member of the National Association
of Securities Dealers, Inc. To date, the sales activity of CSC has been as an underwriter for the offer and sale of
limited partnership interests in those partnerships sponsored by Cronos Capital Corp. ("CCC").

CSC is a wholly-owned subsidiary of CCC. The Cronos Group ("Cronos”), is the indirect corporate parent of CCC.
Cronos is a limited liability company incorporated in Luxembourg. The principal activity of Cronos and its
subsidiaries is the leasing of marine containers, which are owned either by third-party container owners or Cronos,
to ocean carriers. The financial condition, results of operations and cash flows of CSC are indirectly dependent in
substantial part on actions taken by the management and the Board of Directors of Cronos.

CSC uses the accrual method of accounting for both financial reporting and income tax purposes. The preparation
of financial statements in conformity with accounting principles generally accepted in the United States of America
(“US GAAP”) 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 revenues and expenses during the reporting period. Actual results could differ from these
estimates.

Cash and Cash Equivalents

Cash equivalents include money market funds that invest in highly liquid securities. Cash equivalents in these
accounts are carried at cost which approximates fair value, and at times, may exceed federally insured limits. CSC
has not experienced any losses in such accounts and believes it is not exposed to any significant credit risk.

Income Taxes

Under the terms of an intercompany tax allocation agreement, CSC's federal income tax and state franchise tax are
filed on a consolidated and combined return basis, respectively, with CCC. In accordance with the intercompany
tax sharing agreement, CSC is allocated income taxes to the extent its taxable income increases the consolidated tax
liability. Similarly, CSC is allocated income tax benefits arising from taxable losses to the extent these losses
increase the consolidated tax benefit.

The components of income tax expense are as follows for the year ended December 31, 2005:

2005
Current Deferred Total
Federal $ - $ 9,845 $ 9,845
State 2,40 - 2,409
‘ $ 2409 $ 9,845 $ 12254

6 (continued)
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CRONOS SECURITIES CORP.
(a wholly-owned subsidiary of
Cronos Capital Corp.)

Notes to Financial Statements

Decembgr 31,2005

Income Taxes - {Continued)

The deferred income tax asset for the year ended December 31, 2005 consists primarily of net operating loss
carryforwards to future years. At December 31, 2005, CSC had a federal net operating loss carryforward of
approximately $26,765. This carryforward expires in 2022. Under the provisions of the intercompany tax
allocation agreement referred to above, valuation allowances for deferred tax assets related to net operating loss
carryforwards are booked by CCC after taking into consideration the consolidated tax benefit.

The difference between the actual tax expense and the "expected” tax expense (computed by applying the U.S.
Federal corporate tax rate of 34% to earnings before income taxes) is due primarily to state taxes.

Net Capital Requirements

CSC, as a registered broker and dealer in securities, is subject to the Securities and Excliange Commission Uniform
Net Capital Rule 15¢3-1 (the “Rule”).

Under the computation provided by the Rule, CSC is required to maintain "net capital" equal to the greater of
$5,000 or 6-2/3% of "aggregate indebtedness,” as those terms are defined in the Rule. At December 31, 2005, CSC
had a net capital requirement of $5,000 with "aggregate indebtedness” and "net capital" of $19,782 and $68,472,
respectively, yielding a ratio of aggregate indebtness to net capital of .29 to 1.

Membership in the National Association of Securities Dealers (“NASD”)

CSC’s securities business has consisted of supervising the offer and sale of the limited partnership interests in
limited partnerships organized by its parent, CCC. During May 2003, CCC organized a limited partnership
program, Cronos Containers Partners I, L.P., as a private offering under the provisions of Regulation D under the
Securities Act of 1933. In the sole dxscrenon of CCC and CSC, the offering period for this partnership was
extended, and subsequently expired in June 2005.

During September 2005, CCC organized a limited partnership program as a private offering under the provisions of
Regulation D under the Securities and Exchange Act of 1933. The offering period for this partnership, Cronos
Global Income Fund XVIII, L.P., expires December 31, 2006, subject to extension, in the sole discretion of CCC
and CSC, to a date no later than December 31, 2007. CSC will supervise the offer and sale of this limited
partnership interest.

CSC’s management believes that these offerings and subsequent programs that CCC may organize will allow CSC
to meet the eligibility requirements for continued membership in the NASD as outlined in Article 111, Section 1(a) of
the NASD’s Bylaws, and allow CSC to continue its operations. :




Schedule 1

CRONOS SECURITIES CORP.
(a wholly-owned subsidiary of
Cronos Capital Corp.)

. Computation of Net Capital for Brokers and Dealers Pursuant
to Rule 15¢3-1 under the Securities Exchange Act of 1934

December 31, 2005

Amounts ‘ Amounts
Based on - Based on
Unaudited Accrued Audited
- Focus Report Income Tax’ Financial
Part ITA Adjustment Statements
Shareholder's equity § 81,331 $ (439) $ 80,892
Less non-allowable assets:
Other assets and deferred income tax asset 13,604 (2,781) 10,823
Less haircuts on securities:
Money market mutual fund (2% haircut) 1,597 - 1,597
Net capital as defined § 66,130 $ (3.220) $ 68472
Minimum net capital required to be maintained
{the greater of $5,000 or 6-2/3% of aggregate
indebtedness of $22,124 and $19,782) 8 5,000 3 5,000
Net capital in excess of requirements $ 61,130 § 63472
Excess net capital at 1000% $ 63918 $ 66494
Ratio of aggregate indebtedness to net capital 33tol 29to 1

There are no material differences between the amounts reported above and the amounts reported in the Company’s
unaudited FOCUS Report, Part I1, as of December 31, 2005. Therefore, no reconciliation of the two computations is
deemed necessary.



Schedule 2

CRONOS SECURITIES CORP.
(a wholly-owned subsidiary of
Croneos Capital Corp.)

Computation for Determination of Reserve Requirements for Brokers
and Dealers Pursuant to Rule 15¢3-3 under the Securities Exchange Act of 1934

December 31, 2005

The Company is exempt from the provisions of Rule 15¢3-3 under the Securities Exchange Act of 1934, in that the
Company’s activities are limited to those set forth in the conditions for exemption appearing in paragraph (k)(2)(i) of the
Rule. : '



Deloitte.

50 Fremont Street
San Francisco, CA 94105-2230
USA

Tel: +1 415 783 4000
Fax: +1 415783 4329
www.deloitte.com

February 24, 2006

The Board (va Directors
Cronos Securities Corp.
San Francisco, California:

In planning and performing our audit of the financial statements of Cronos Securities Corp. (the
"Company"), a wholly-owned subsidiary of Cronos Capital Corp., for the year ended December 31, 2005 (on
which we issued our report dated February 24, 2006), we considered its internal control, including control
activities for safeguarding securities, in order to determine our auditing procedures for the purpose of
expressing an opinion on the financial statements and not to provide assurance on the Company’s internal
control.

Also, as required by Rule 17a-5(g)(1) under the Securities Exchange Act of 1934, we have made a study
of the practices and procedures (including tests of compliance with such practices and procedures) followed by
the Company 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. 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 required 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 securities accounts for customers or perform
custodial functions relating to customer securities.

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 internal control and
of the practices and procedures, and to assess whether those practices and procedures can be expected to
achieve the Securities and Exchange Commission’s (the “Commission”) 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 acquisition, 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
conformity with accounting principles generally accepted in the United States of America. Rule 17a-5(g) lists
additional objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in any internal control or the practices and procedures referred to above,
misstatements due to error or fraud may occur and not be detected. Also, projections of any evaluation of the
internal control or of such practices and procedures to future periods are subject to the risk that they may
become inadequate because of changes in conditions or that the degree of compliance with the practices or
procedures may deteriorate.

Member of
Deloitte Touche Tohmatsu



Our consideration of the Company's internal control would not necessarily disclose all matters in the
Company's 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 one or more of the internal control components does not reduce to a relatively low level the risk that
misstatements caused by error 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 the Company's internal control
and its operation (including control activities 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 i1s intended solely for the information and use of the board of directors, management, the
Securities and Exchange Commussion, the National Association of Securities Dealers, Inc. and other regulatory
agencies that rely on Rule 17a-5(g) under the Securities 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.

Yours truly,
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