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Nolan Securities Corp.'

'(or affirm) that neither the company

schedules pertaining to the firm of

, as of

, are true and correct, I further swear

DECEMBER 31, 2005 ’ .
prietary interest in

nor any partner, proprietor, principal officer or director has any pro
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INDEPENDENT AUDITORS' REPORT

To the Board of Directors of |
Kelly Securities Corporation D/B/A Nolan Securities Corporation:

We have audited the accompanying statement of financial condition of Kelly
Securities Corporation D/B/A Nolan Securities Corporation as of December 31, 2005.
This financial statement is the responsibility of the company's management. Our
responsibility is to express an opinion on this financial statement 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 statement is 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 statement of financial condition referred to above presents
fairly, in all material respects, the financial position of Kelly Securities Corporation
D/B/A Nolan Securities Corporation as of December 31, 2005 in conformity with
accounting principles generally accepted in the United States of America.

?"&& ( |
New York, New York
March 21, 2006
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KELLY SECURITIES CORPORATION
D/B/A NOLAN SECURITIES CORPORATION
STATEMENT OF FINANCIAL CONDITION
FOR THE YEAR ENDED DECEMBER 31, 2005

ASSETS

Cash and cash equivalents

Deposit with clearing broker

Due from clearing broker-net

Securities owned, at fair value

Fixed assets, (net of accumulated depreciation of $66,215)

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS’ EQUITY

Accounts payable and accrued expenses :
Payable to former subordinated debt note holders.

TOTAL LIABILITIES
Commitments and Contingencies

Stockholders’ equity:
Common stock, no par value, 100 shares authorized,
issued and outstanding
Paid in capital
Retained earnings

Total stockholders’ equity

TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY

§ 1,024,055
25,000
138,967
17,110
48,477

$ 1,253,609

$ 101,961
100,000

201,961

5
617,012
434,631

1,051,648

3 1,253.609



NOTE 1.

NOTE 2.

KELLY SECURITIES CORPORATION
D/B/A NOLAN SECURITIES CORPORATION
NOTES TO FINANCIAL STATEMENT
FOR THE YEAR ENDED DECEMBER 31, 2005

ORGANIZATION AND NATURE OF BUSINESS

Organization

Kelly Securties Corporation D/B/A. Nolan Securities Corporation (the
“Company”) is a broker/dealer, registered with the Securities and Exchange
Commission (“SEC”) and is a member of the National Association of Securities
Dealers, Inc. !

Nature of Business

The Company performs various investment banking activities. The Company does
not carry customer accounts or perform custodial functions relating to customer
securities. Customers of the Company are introduced to a carrying broker/dealer
on a fully disclosed basis. !

SUMMARY OF SIGNIFICANT ACCO[?INTING POLICIES

Cash and cash equivalents

All short-term investments with an original maturity of three months or less are
considered to be cash equivalents.

Revenue recognition ‘
Investment banking fees are recorded upon the closing of the transaction and
consulting fee income is recorded when processed.

Depreciation
The cost of fixed assets is depreciated over their estimated useful on a straight line
basis for book purposes and on an accelerated basis for tax purposes.

Fair value of financial Instruments ‘

The carrying value of financial instruments including cash, receivables and
accounts payable, approximates their fair value at December 31, 2005 due to the
relatively short-term nature of these instruments.




NOTE 2.

KELLY SECURITIES CORPORATION
D/B/A NOLAN SECURITIES CORPORATION
NOTES TO FINANCIAL STATEMENT
FOR THE YEAR ENDED DECEMBER 31, 2005
(CONTINUED)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Comprehensive Income

The Company adopted Statement of Fmanmal Accounting Standards No. 130,
“Reporting Comprehensive Income”™ (“SFAS No. 130”). SFAS No. 130 requires
an entity to report comprehensive income and its components and increases
financial reporting disclosures. This standard has no impact on the Company’s
financial position, cash flows or results of operations since the Company’s
comprehensive income 1is the same as its reported net income for 2005.

Use of Estimates

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America, requires the company’s
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.

Concentration of Credit Risk

The Company is engaged in various investment and brokerage activities in which

counterparties primarily include broker dealers, banks, and other financial
institutions. In the event counterpames do not fulfill their obligations, the
Company may be exposed to risk. The mnisk of default depends on the
creditworthiness of the counterparty or issuer of the instrument. It is the
Company’s policy to review, as necessary, the credit standing of each
counterparty.

Recent Accounting Pronouncement

In May 2003, the FASB issued SFAS No. 150, “Accounting for Certain Financial
Instruments with Characteristics of both Liabilities and Equity.” SFAS No. 150
clarifies the accounting for certain financial instruments with characteristics of
both liabilities and equity and requires that those instruments be classified as
liabilities in statements of financial position. Previously, many of those financial
instruments were classified as equity. The adoption of the provisions of SFAS
No. 150 does not have a material effect on the Company’s financial position.




NOTE 3.

NOTE 4.

NOTE 5.

NOTE 6.

KELLY SECURITIES CORPORATION
D/B/A NOLAN SECURITIES CORPORATION
NOTES TO FINANCIAL STATEMENT
FOR THE YEAR ENDED DECEMBER 31, 2005
(CONTINUED)

INCOME TAXES

For income tax purposes, the shareholder has elected that the Company be treated
as an “S” corporation under Subchapter S of the Intermal Revenue Code and for
state income taxes. Accordingly, no provision has been made for both Federal and
state income taxes since the net income or loss of the Company is to be included
in the tax return of the individual shareholder.

NET CAPITAL REQUIREMENTS

The Company is a broker/dealer subject to the Securities and Exchange
Commission’s Uniform Net Capital Rule 15¢3-1. Under this rule, the Company is
required to maintain “net capital” equivalent to $100,000 or 6 2/3% of “aggregate
indebtedness”, as defined, whichever is greater.

At December 31, 2005, the Company had net capital of $983,011 which was
$883,011 in excess of its required net capital of $100,000.

FIXED ASSETS

Fixed assets at December 31, 2005 consist of the following:

Automobile $ 48,156
Computers, Equipment and Furniture I 51,609
Artwork 1 10,750
Leasehold improvements 4,177
‘ 114,692

Less: Accumulated depreciation ‘ 66,215
S 48477

COMMITMENTS AND CONTINGENCIES

The Company rents office space on a month-to-month basis. Rent expense for the
year ended December 31, 2005 was $47,840.



NOTE 7.

KELLY SECURITIES CORPORATION
D/B/A NOLAN SECURITIES CORPORATION
NOTES TO FINANCIAL STATEMENT
FOR THE YEAR ENDED DECEMBER 31, 2005

(CONTINUED) |

OFF BALANCE SHEET RISK

Pursuant to clearance agreements, the Company introduces all of its securities
transactions to its clearing brokers on a fully-disclosed basis. Therefore, all of the
customers’ money balances and long and short security positions are carried on
the books of the clearing broker. Under certain conditions as defined in the
clearance agreement, the company has agreed to indemnify the clearing brokers
for losses, if any, which the clearing brokers may sustain from carrying securities
transaction by the Company. In accordance with industry practice and regulatory
requirements, the company and the cledring broker monitor collateral on the
securities transactions introduced by the company.

The company provides representations and warranties to counterparties in
connection with a variety of commercial transactions and occasionally
indemnifies them against potential losses caused by the breach of those
representations and warranties. The company may also provide standard
indemnifications to some counterparties to protect them in the event additional
taxes are owed or payments are withheld, due either to a change in or adverse
application of certain tax laws. These indemnifications generally are standard
contractual terms and are entered into in the normal course of business. The
maximum potential amount of future payments that the Company could be
required to make under these indemnifications cannot be estimated. However, the
Company believes that it is unlikely it will have to make material payments under
these arrangements and has not recorded any contingent liability in the
consolidated financial statements for these indemnifications.




