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A. REGISTRANT IDENTIFICATION

OFFICIAL USE ONLY

NAME OF BROKER-DEALER: Chadwick Securities, Inc.
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Donna Zanghi 215-546-5005

(Area Code — Telephone Number)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

Grant Thornton LLP

(Name — if individual, state last, first, middle name)

The Halle Building, Suite 800, 1228 Euclid Avenue, Cleveland, OH 44115-1845
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OATH OR AFFIRMATION

»
I, Donna Zanghi | , swear (or afﬁfm) that, to the best of
my knowledge and belief the accompanying financial statement and éupporting schedules pertaining to the firm of
Chadwick Securities, Inc. , as
of September 30 ,2005 , are true and correct. [ 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: !

COMMONWEALTH OF PENMSTVLVARMIA

" NOTARIAL SEAL f
LAURA J. MOORE . Notary Public i
City of Philadelphia, Phila. County §
WWmmﬁmmmum% j

Q&um(.”@&u

~J Notary Public

Slg@(%g

V.P. and Fin Op.
Title

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’ ot - Sole Proprietors’ Capital.

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

(g) Computation of Net Capital.

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

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

() 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.

(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) Areportdescribing any material inadequacies found to exist or found to have existed since the date ofthe previous audit.

HOX O DO0RBHEREE

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
i
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INDEPENDENT CERTIFIED PUBLI 5@ 4 X
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Stockholder and Board of Directors &

Chadwick Securities, Inc. o

We have audited the accompanying statement of ﬁnﬂncial} condiion of Chadwick Securities, Ine. (the
“Company”) as of September 30, 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 Exchange
Act of 1934,  These financial statements are the responsibility of the Company’s management. Qur
responsibility is to express an opinion on these financial statemehts based on our audits.

We conducted our audits in accordance with audiung standards generally accepted in the Untted States of
America as established by the Auditng Standards Board of the American Institute of Cerufied Public
Accountants. Those standards require that we plan and perfornju the audir to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes consideration of internal
control over financial reporting as a basis for designing audit procedures that are appropriate in the
arcumstances, but not for the purpose of expressing an opinion on the effectivencss of the Company’s internal
control over financial reporting.  Accordingly, we express no such opinion. 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 audits provide a reasonable basis for our opinjon.

In our opinion, the financial statements referred to above prcécnt fairly, in all material respects, the financial
position of Chadwick Securities, Inc. as of September 30, 2005 and the results of its operations and its cash
flows for the years then ended in conformity with accounting principles generally accepted in the Unites States
of America.

i

%Mmt sz; LLP

Cleveland, Ohio
November 11, 2005

The Halie Buiiding

1228 Euclid Avenue

Suite 800

Cleveland, OH 44115-1845
T 216.771.1400

F 2167711409

W wvar grantthornton.com

Grant Thornton LLP
US member of Grant Thornton Intemational



CHADWICK SECURITIES, INC. g
STATEMENT OF FINAN CIAL CONDITION
SEPTEMBER 30, 2005
2005
ASSETS
GBI oo seeee e sssnese e e s et $ 41238
Due from affiHATE.....occvrc et et 27,734
OHNET ASSELS rvvrumrreierere s sresss s sassssss s tss s e st essens et e st 670
| $ 69642
LIABILITIES AND STOCKHOLDER'S EQUITY

Liabilities ',

Due o “Ftﬂmte .............................................. 3 3,060
Stockholder's Equity

Common stock, $.01 par value, 1,000 shares authorized, issued:and outstanding............... 10
Additional paid-in capital ” 121,573
Accumulated deficit e (55,001)
“Total stockholder's equity ‘ 66,582
§_ 690642

The accompanying notes are an integral part of this statement



CHADWICK SECURITIES, INC.

STATEMENT OF OPERATIONS
FOR THE YEAR ENDED SEPTEMBER 30, 2005

Net loss before income tax benefit

Income tax benefit — due from affiliate
NET L.OSS

The accompanying notes are an integral part of this statement

22,432
3,049
53,760
79,241

(79,241)
27,734



CHADWICK SECURITIES, INC.

STATEMENT OF CHANGES IN STOCKHOLDER’S EQUITY

FOR THE YEAR ENDED SEPTEMBER 30, 2005

Addidonal'
Common Paid-In Accumulated
Stock * Capital Deficit Total
Balance at October 1, 2004 ................... 3 10 “$ 15,000 $ (3,499 $ 11,516
Capital contributons from Parent....... ~ 106,573 - 106,573
INELLOSS evirereertieecrecreciesnierseenes - - {(51,507) (51,507)
Balance at September 30, 2005............. 3 10 § 121,573 § (55,001) 366,582

The accompanying notes are an integral part of this statement

i



CHADWICK SECURiTIES, INC.

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED SEPTEMBER 30, 2005

~
2005
OPERATING ACTIVITIES:

INETIOSS w1t sisesreseasesse s as s ensebe st ettt s s $ (51,507

Change in operating assets and liabilides: :

Increase in due from (10) AFfIHALE coovveoiervi et b (27,674)

TNCIEasE I OTREL ASSELS counevuiieririee ettt st e st bbe s (670)

Decrease in aCC0UNTS PAYADIE....ccvovvvvrinicrscinrisirriin st (273)
Net cash used in operating activities ..........c.ooocrnccvemnniecsrecs e essescessns {80,124)
FINANCING ACTIVITIES:

Capital contributions from Parent ..........mcereemnrreeeseessenns 106,573
Net cash provided by financing activities 106,573
Increase (decrease) in cash and cash equivalents............... Lo 26,449
Cash at beginning of year O 14,789
Cash At €Nd Of YEAL .....ovcrrivviiriiiiiisnisins bbb s sssn s $ 41238
SUPPLEMENTAL INFORMATION: :

INCOME tAXES PAI covvvoreeererereiecccerti e st st st e e s =

TTEIEST PAIG..oorroieecer i sse et am e sm e st £ -

The accompanying notes are an integral part of this statement



CHADWICK SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS
September 30, 2005

Note 1- Organization and Nature of Operations

Chadwick Securities, Inc. (the “Company”) is a broker:dealer registered with the Securites and Exchange
Commission (“SEC”) and is a member of the Nadonal Association of Securites Dealers, Inc. (“NASD”). The
Company is a wholly owned subsidiary of RAT Ventures, Inc. (“Parent”), which is a wholly-owned subsidiary of
Resource America, Inc. (“RAT”), a publicly traded company (rading under the symbol REXT on the Nasdaq systemn)
operating in the financial services, real estate and equipment finance sectors.

The Company was organized and will operate as a broker dealer for the sale of direct participation programs
in limited or general partnerships. The direct participation programs may be involved in any type of business acuvity,
including but not limited to, equipment leasing, real estate, and issuers of collateral debt obligations or other non-
conventional investments. RAT’s subsidiaries will serve as general partners of these partnerships. The Company has
advised the NASD of its intendon to expand its business operatons to include the sale of securities of financial
services companies, including but not limited to banks, thrifts, REITs, and insurance companies, such as trust
preferred securities, subordinated debt, convertible debt and preferred stock in private placements. The NASD has
concluded that the intended expansion does not constitute a material change in the Company’s business operations
and the Company may proceed with the expanded business operauons without filing an NASD Rule 1017 applicadon.
The Company has not yet commenced operations.

Note 2 - Summary of Significant Accounting Policies
Classification

Management believes that, consistent with the financial statement presentadon of other broker dealers, it is
more appropriate to present its balance sheet on a non-classified basis, which does not segregate assets and liabilites
into current and non-cusrent categories.

Income Taxes

The Company is included in the consolidated federallincome tax return of RAT and its subsidiaries.
Generally, the consolidated current federal income tax liability is;settled between the Company and RAT as if the
Company had filed a separate return. The benefit for income taxes is a calculaton based on the federal statutory
income tax rate of 35% and the Company’s pretax book loss.

Use of Estimates

Preparation of the 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 liabilides and the disclosure of contingent assets and liabilities as of 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.



CHADWICK SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS
September 30, 2005

Note 2 - Summary of Significant Accounting Policies — (Continued)
Operating and Administrative Costs

The Company entered into an agreement with RAT establishing that RAI is responsible for contributing
capital to cover legal, accounting and operating expenses, as well as certain administrative expenses for the Company.

Comprehensive Loss

Comprehensive loss includes net loss and all other changes in the equity of 2 business during a period from
transactions and other events and circumstances from non-owner sources. The Company has no components of
comprehensive loss other than net loss for the year ended September 30, 2005.

|
Fair Value of Financial Instruments :

The following methods and assumptions were used by the Company in estimating the fair value of each class

of financial instrument for which it is practicable to estimate fair value.

For cash and payables, the carrying amounts approximate fair value because of the short marurity of these
instruments. ‘

Concentration of Credit Risk

Financial instruments that potentally subject the Company to concentrations of credit risk consist principally
of perodic temporary investments of cash. The Company typically deposits such cash with high quality financial
institutions. At September 30, 2005, the Company had a deposit of $41,238 in one financial institution, none of which
was in excess of amounts insured by the Federal Deposit Insurance Corporation. No losses have been experienced
on such investments. 3‘

Note 3 - Certain Relationships and Related Party Transactioﬁs

In the ordinary course of its business operations, the Company has ongoing relationships with several related
entties (see Note 2). :



CHADWICK SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS — (Continued)
September 30, 2005

i

Note 4 — Net Capital Requirements

The Company is subject to the Securides and Exchange Commission Uniform Net Capital Rule (Rule 15¢3-
1), which requires the maintenance of minimum net capital of $5,000 or 6 2/3% of aggregate indebtedness (at
September 30, 2005) and requires that the ratio of aggregate indebtedness to net capital, both a defined, shall not
exceed 15 to 1 (and the rule of the “applicable” exchange also provides that equity capital may not be withdrawn or
cash dividends paid if the resulting net capital ratio would exceed 10 10 1). The following summatizes the Company’s
compliance with these regulations. |

2005
Net capltal ............................................ § 38178
Excess net capltal ............................................ ¥ 33,178
Net capital T S 0801

Note 5 — Regulatory Exemptions

The Company is a broker-dealer exempt from Securifies and Exchange Commission Rule 15¢3-3 and
therefore has not included the schedules entided “Computation for Determinadon of Reserve Requirements Under
Rule 15¢3-3” and “Information for Possession or Control Requirements Under Rule 15¢3-3” in the supplementary
informadon of this report. The Company has been designated as an exempt broker-dealer under exempuon (k)(2)(@).
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Accountants and Business Advisors

INDEPENDENT AUDITOR’S REPORT ON SUPPLEMENTARY INFORMATION REQUIRED
BY RULE 17A-5 OF THE SECURITIES AND EXCHANGE COMMISSION

To the Stockholder
Chadwick Securities, Inc,

We have audited the accompanying financial statements ojf Chadwick Securities, Inc. as of and for the
year ended September 30, 2005 and have issued our report there on date November 11, 2005. 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 Schedule for the Computation of Net Capital Under Rule 15¢3-1 of the
Securities and Exchange Commission 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
under the Securities and Exchange Act of 1934. 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.

§

/3 nont ﬂmiéx Lef

November 11, 2005

The Halle Building

1228 Euclid Avenue

Suite 800

Cleveland, OH 44115.1845
T 216.771.1400

F 216.771.1409

W www grantthoraton.com

Grant Thornton LLP
US member of Grant Thornton International



CHADWICK SECURITIES, INC.

SCHEDULE FOR THE COMPUTATION OF NET CAPITAL UNDER RULE 15c3-1 OF THE
SECURITIES AND EXCHANGE COMMISSION

September 30, 2005
i 2005
NET CAPITAL: ‘
Total stockholder’s eqUILY ......ouveuvveonmiiciriec i betremsmesnssessssmsse s $ 66,582
Deductions and/or changes: ‘
Non-allowable assets net due to (from) affiliates and other assets 28,404
Total deductons and/or changes ........................................... 28,404
Net capital before haitcuts on secusities positions (tentative net capital)...c.o..ooccconeceereeernnrnnnne 38,178
Haircuts on securites (computed where applicable, pursuant to n{ﬂe 15¢3-1(6):
Trading and investment secusities: ‘
DEDL SECULIHES ...cvvveeessreerseersneere s rsseesssssssasssssasessssssssenssnsesens et st st -
OhEr SECULIES .evvvvrrrreerrreesesesicsersressscesssneesessssesssssmsseessecs s s -
Undue COnCentrations.. ... erimenesnrmmsssesmsesisessismserssiseens e n e -
Net capltal ........................................... §_ 38178

-11-



CHADWICK SECURITIES, INC.

SCHEDULE FOR THE COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1 OF THE
SECURITIES AND EXCHANGE COMMISSION

September 30, 2005

2005
AGGREGATE INDEBTEDNESS
Ttems included in the statement of financial condition: ‘
Due to afﬁhate ............................................ $ 3,060
Total aggregate IndebtedNess vttt bt ns $ 3,060

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Minimum net capital required (6 2/3% of aggregate indebtedness)

Minimum dollar net capital required ..o s
Net capital requirernent
EXCess Net Capital oottt
Excess net capital at 1000% less 10% of aggregate indebtedness
Ratio: Aggregate indebtedness to net capital......cc.ivccceicpmcri s

RECONCILIATION WITH COMPANY’S COMPUTATION
(Included in Part I of Form X-17A-5 as of September 30, 2005)

Net capital, as reported in Company’s Part I1 (unaudited) Focus Repotta.....cmvcicennns $ 38178
Audit adjusting journal entres ... ST -
Net capital (SEe PAZE 11) vt et § 38178

S12-
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Accountants and Business Advisors

INDEPENDENT AUDITOR’S REPORT ON INTERN;\L CONTROL REQUIRED BY SEC RULE
17A-5 FOR A BROKER-DEALER CLAIMING AN EXEMPTION FOR SEC RULE 15¢3-3

To the Stockholder
Chadwick Securities, Inc.

In planning and performing our audit of the financial statements and the supplemental schedule of Chadwick
Sccurities, Inc. (the “Company”) for the year ended September 30, 2005, we considered its internal control,
including control activities for safeguarding securities, 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-3{g)(1) of the Securities Exchange Commission (the “Commission”), we have made a
study of the practices and procedures followed by the Company including test of such practices and procedures that
we considered relevant to the objectives stated in Rule 17a-5(g) iin making the periodic computatons of aggregate
indebtedness (or aggregate debits) 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 functons relating to customer secunes, we did not review the pracuces and procedures followed
by the Company in any of the following;

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

3. Complying with the requirements for prompt payment for securities under Section 8 of Federal Rescrve
Regulatons T of the Board of Governors of the Federal Reserve System.

The management of the Company is responsible for estab]jshmg and maintaining intemal control and the practices
and procedures referred to in the preceding paragraph. In fulfilhing this respensibility, estimates and judgments by
management are required to asscss the expected benefits and related costs of controls and of the pracuces and
procedurces referred to in the preceding paragraph and to asses:s whether those practices and procedures can be
expected to achieve the Commission’s above-mentioned objcctives. 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 usc or disposition and that
transactions are exccuted in accordance with management’s authorization and recorded propetly to permit the
preparation of financial statements in accordance with aCCountjng 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 imitatons in any internal control or the practdces and procedures referred to above, errors or
fraud may occur and not be detected. In addition, projection of any evaluaton of them to future periods is subject
to the risk that they may become inadequate because of changes in conditions or that the effectveness of the design
and operation may deteriorate. "

The Halle Building

1228 Euclid Avenue

Suite 800

Cleveland, OH 441151845

T 216.771.1400

F 216.771.1409

W v grantthornton.com -13-
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Grant Thornton LLP
US member of Gramt Thornton [nternational
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Qur consideration of the internal control would not necessarily disclose all matter in internal control that might be
material weaknesses under standards established by the Amen'c"gm Institute of Certified Public Accountants. A
material weakness ts a condition in which the design or operation of the specific internal control components does
not reduce to a relatvely low level the nsk that errors or fraud injamounts that would be matenal in relaton 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, including
control activities for safeguarding secunties, that we consider matetial weaknesses as defined above.

|
We understand that practices and procedures that accomplish thciobjectiycs referred to in the second paragraph of
this report arc considered by the Commission to be adequate for its purposes in accordance with the Sccutities
Exchange Act of 1934 and related regulations and that practicés and procedures that do not accomplish such
objectives in all matenal respects indicate a material inadequacy for such purposes. Based on this understanding and
on our study, we believe that the Company’s practices and proécdures were adequate at Septernber 30, 2003, w
meet the Commission’s objectives. i

This report is intended solely for the information and use lof management, the Securites and Exchange
Commission, the National Association of Sccurtties Dealers, Inc. and other regulatory agencies that rely on Rule
17a-5(g) under the Sccurities 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 partes.

rant :720%7«‘5,7 LLP

November 11, 2005



