ARURNRIEY v

06009723
UNITEDSTATES OMB APPROVAL |
FROCESSED ~ sscunmmswpoicncorcomisios  [gmurs SSTS
) Estimated average burden
@lﬁ@ 3 E 2@@5 ANNUAL AUDITED REPORT hours per résponse.. ... 12.00
THOMSON | FORM X-17A-5 SEC FILE NUMBER
FINANCIAL PART I \ e [6/5/

FACING PAGE
Information Required of Brokers and Dealers Pursuant to Section 17 of the

Securities Exchange Act of 1934 and Rule 17a-5 Thereunder

/ o
REPORT FOR TIIE PERIOD BEGINNING “/"“ [ o5 AND ENDING___ \* {3 I°5
MMMDIYY MM/DDIYY

A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER: Elm ool Secaridioy, WL QFFICIAL USE ONLY

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) FIRM 1.D. NO.
Py Qeaddree Ghewd Soe 0
! (Na. and Street)

Atende, G b 73770

(City) (State) {Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT

(Area Code — Telephone Number)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report®

Fvazicr & Oander

(Namc - if individual, state lase, first, middle name)

Lod Peachdre o Svimisss  Adlande G Hepek
{Addtess) . ’ (City) (State) (Zip Code)
CHECK bNE: SECURITIES AND EXCHANGE COMMISSION
RECEIVED

E(Cerliﬁcd Public Accauntant
O Ppublic Accountant AUG 21 2006

Ol Accountant not resident in United States or any of its possessions, BRANCH OF REGISTRATIONS

FOR OFFICIAL USE ONLY 02 EXAMINATIONS,

@

*Claims for exetption from the requirement that the annual report be covered by the opinion of an independent public accountant
must be supported by a statement of facts and circumstances relied on as the basis for the exemption. See Secilon 2407 7a-3fe)f. \
Potential persons who are t¢ respond to the collectian of @ :

Information contained in this form are not regquired tnrespond
SEC 1410 (08-02) unless the form digplays a currently valid OMB contro nun':her.
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FRAZIER & DEETER, LLC
CERTIFIED PUBLIC ACCOUNTANTS AND ADVISORS

600 Peachtree Street, N.E., Suite 1900, Atlanta, Georgia 30308
main 404.253.7500 fax 404.253.7501 www.frazierdeeter.com

INDEPENDENT AUDITORS' REPORT

To the Member
ELM Capital Securities, LLC
Atlanta, Georgia

We have audited the accompanying statement of financial condition of ELM Capital Securities, LLC (a
wholly-owned subsidiary of ELM Capital Group, LLC) as of December 31, 2005, and the related
statements of operations, changes in member'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 U.S. generally accepted auditing standards. 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 ELM Capital Securities, LLC as of December 31, 2005, and the results of its
operations and its cash flows for the year then ended in conformity with U.S. generally accepted

accounting principles.

Py v Daden Lea
Frazier & Deeter, LLC
Atlanta, Georgia

January 12, 2006
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A Member of American Institute of Certified Public Accountants, Georgia Society of Certified Public Accountants,
Center for Public Company Audit Firms, PCPS: The AICPA Alliance for CPA Firms, Public Company Accounting Oversight Board,
CPAmerica International and PKF International,




ELM CAPITAL SECURITIES, LLC
(A Wholly-Owned Subsidiary of ELM Capital Group, LLC)

Statement of Financial Condition

December 31, 2005

Asset

Current asset - Cash

Total Current Asset

Liability and Member's Equity
Long-term note payable to individual
Member's Equity

Total Liability and Member's Equity

See notes to financial statements.
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36,455

36,455

12,000

24,455

36,455
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ELM CAPITAL SECURITIES, LLC
(A Wholly-Owned Subsidiary of ELM Capital Group, LLC)

Statement of Operations

For the Year Ended December 31, 2005

Revenues

Expenses:
Referral fees
Salaries and benefits
Rent
Insurance and fees
Professional fees
Office expense
Other expense

Net income

$ 334,000

32,400
14,226
5,431
3,084
11,878
323
8918

76,260

$ 257,740

See notes to financial statements.
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ELM CAPITAL SECURITIES, LLC
(A Wholly-Owned Subsidiary of ELM Capital Group, LLC)

Statement of Changes in Member's Equity
For the Year Ended December 31, 2005

Member's equity, December 31, 2004 $ 59,290
Net income | 257,740
Distributions to member (292,575)
Member's equity, December 31, 2005 $ 24455

See notes to financial statements.
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ELM CAPITAL SECURITIES, LLC
(A Wholly-Owned Subsidiary of ELM Capital Group, LLC)

Statement of Cash Flows

For the Year Ended December 31, 2005
|

Increase (Decrease) in Cash
Reconciliation of Net Income to Net Cash Provided by Operating Activities
Net income $ 257,740

Adjustment to reconcile net income to net cash
provided by operating activities:

Decrease in due to ELM Capital Group, LLC (13,273)

Net cash provided by operating activities 244,467

Cash flows from financing activities:

Distributions to member : (292,575)
Net cash used in financing activities (292,575)
Net increase in cash (48,108)
Cash, beginning of year 84,563

Cash, end of year

$ 36.455

0 A
See notes to financial statements.
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ELM CAPITAL SECURITIES, LLC
(A Wholly-Owned Subsidiary of ELM Capital Group, LLC)

Notes to Financial Statements

December 31, 2005

Note 1 - Description of business and summary of significant accounting policies:

ELM Capital Securities, LLC (the Company) was organized on May 23, 2003 for the purpose
of becoming qualified as a licensed broker/dealer. The Company was approved as a registered
broker/dealer with the Securities and Exchange Commission (SEC) effective January 14, 2004
and is a member of the National Association of Securities Dealers (NASD). The Company is a
wholly-owned subsidiary of ELM Capital Group, LLC.

The following is a summary of the more important accounting principles and policies followed
by the Company:

Revenue recognition

Revenues are related to arranging the private placement of securities by issuers and are
generally recognized at the "date of closing."

Receivables and credit policies

The Company routinely assesses the financial strength of its clients and, as a consequence,
believes that its commission receivable credit risk exposure is limited. Commission receivables
are carried at original contract amount less an estimate made for doubtful receivables based on
areview of all outstanding amounts on an annual basis. A valuation allowance is provided for
known and anticipated credit losses, as determined by management in the course of regularly
evaluating individual receivables. To date, there have been no bad debts. At December 31,
2005, there was no allowance for bad debts. Commission receivables are written off when
deemed uncollectible. Recoveries of commission receivables previously written off are
recorded when received. No interest is charged on client accounts.

Income taxes

The Company is treated as a partnership for federal and state income tax purposes.

Consequently, all tax effects of the Company's income or loss are passed through to the
member.

Major customers

The nature of the Company's business is to handle large transactions. During the year ended
December 31, 2005, the Company had two transactions with two clients, which accounted for
100% of revenues.
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ELM CAPITAL SECURITIES, LLC
(A Wholly-Owned Subsidiary of ELM Capital Group, LLC)

Notes to Financial Statements - Continued

December 31, 2005

Note 1 - Description of business and summary of significant accounting policies - continued:

Use of estimates in the preparation of financial statements

The preparation of financial statements in conformity with U.S. 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 revenues and expenses during the

* reporting period. Actual results could differ from those estimates.

Note 2 - Net capital requirements:

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule
(SEC 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 15to 1. At
December 31, 2005, the Company had net capital of $36,455 which was $31,455 in excess of

its required net capital of $5,000. The Company's net capital ratio was 0 to 1 at December 31,
2005.

Note 3 - Transactions with related parties:

During the year ended December 31, 2005, the Company was allocated expenses of $35,485
from ELM Capital Group, LLC. The allocated expenses represent charges for administrative
services rendered by ELM Capital Group, LLC to the Company.

The Company has a note payable of $12,000 due to an individual who is a member of ELM
Capital Group, LLC. The note matures January 15, 2007 and does not bear interest.

Note 4 - Concentration of credit risk:
The Company maintains its cash in bank deposits, which at times, may exceed federally-

insured limits. The Company has not experienced any losses in such accounts. The Company
believes it is not exposed to any significant credit risk on cash.
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FRAZIER & DEETER, LLC

CERTIFIED PUBLIC ACCOUNTANTS AND ADVISORS

600 Peachtree Street, N.E., Suite 1900, Atlanta, Georgia 30308
main 404.253.7500 fax 404.253.7501 www.frazierdeeter.com

INDEPENDENT AUDITORS' REPORT ON SUPPLEMENTAL INFORMATION

To the Member
ELM Capital Securities, LLC
Atlanta, Georgia

We have audited the accompanying financial statements of ELM Capital Securities, LLC (a wholly-
owned subsidiary of ELM Capital Group, LLC) as of December 31, 2005 and for the year then ended,
and have issued our report thereon dated January 12, 2006. Our audit was conducted for the purpose of
forming an opinion on the basic financial statements taken as a whole. The information contained in
Schedules 1, 2, 3, and 4 on pages 9 through 13 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 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.

January 12, 2006 ?/Vtw‘bfw:\ \L;Z)Qzﬁi(  LLa
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A Member of American Institute of Certified Public Accountants, Georgia Society of Certified Public Accountants,
Center for Public Company Audit Firms, PCPS: The AICPA Alliance for CPA Firms, Public Company Accounting Oversight Board,
CPAmerica International and PKF International.




ELM CAPITAL SECURITIES, LLC
(A Wholly-Owned Subsidiary of ELM Capital Group, LLC)

Schedule 1: Reconciliation of Audited and Unaudited Reports
December 31, 2005

[/ T | (I

As Previously

Description Stated Debit Credit As Stated
Asset
Cash $ 36,455 $ - - $ 36455
Liability and Member's Equity

Long-term note payable to individual $§ 12,000 $ - - $§ 12,000

Member's equity 24,455 - - 24,455
S 36455 8 - - S 36455
Revenues and (Expenses)

Revenues $ 334,000 $ - - § 334,000

Referral fees (32,400) - - (32,400)

Salaries and benefits (14,226) - - (14,226)

Rent (5,431) - - (5,431)

Insurance and fees (3,084) - - (3,084)

Professional fees (11,878) - - (11,878)

Office expense (323) - - (323)

Other expense (8,918) - - (8,918)

Net income $ 257.740 $ - - $ 257,740

See independent auditors' report on supplemental information.
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ELM CAPITAL SECURITIES, LLC
(A Wholly-Owned Subsidiary of ELM Capital Group, LLC)

Schedule 2: Explanation of Audit Adjustments
December 31, 2005

There were no audit adjustments.

See independent auditors' report on supplemental information.
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ELM CAPITAL SECURITIES, LLC
(A Wholly-Owned Subsidiary of ELM Capital Group, LLC)

Schedule 3: Computation of Net Capital Under Rule 15c3-1
of the Securities and Exchange Commission

December 31, 2005

COMPUTATION OF NET CAPITAL

Total member's equity from statement of financial condition $§ 24455
Deduct member's equity not allowable for net capital -
Total member's equity qualified for net capital 24,455
Add:

Liabilities subordinated to claims of general creditors allowable

in computation of net capital $ 12,000

Other (deductions) or allowable credits - 12,000

Total capital and allowable subordinated liabilities 36,455

Deductions and/or charges:
Total nonallowable assets -
Other deductions and/or charges -
Other additions and/or allowable credits - -

Net capital before haircuts on securities positions 36,455

Haircuts on securities (computed, where applicable,
pursuant to 15¢3-1(%)) - -

Net capital $ 36455

See independent auditors' report on supplemental information.
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ELM CAPITAL SECURITIES, LLC
(A Wholly-Owned Subsidiary of ELM Capital Group, LLC)

Schedule 3: Computation of Net Capital Under Rule 15¢c3-1
of the Securities and Exchange Commission - Continued

December 31, 2005

COMPUTATION OF AGGREGATE INDEBTEDNESS

Total liabilities from statement of financial condition $ -
Add:

Other unrecorded amounts - -
Total aggregate indebtedness $ -
Percentage of aggregate indebtedness to net capital 0.00

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Minimum net capital required $ -
Minimum dollar requirement $ 5,000
Net capital requirement $ 5,000
Excess net capital _ $ 31455
Excess net capital at 1000% $ 36454
RECONCILIATION WITH COMPANY'S COMPUTATION
Net capital, as reported in Company's Part IT (Unaudited)

FOCUS report $ 36,455
Net audit adjustments -
Net capital per previous page $ 36455

See independent auditors' report on supplemental information.
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ELM CAPITAL SECURITIES, LLC
(A Wholly-Owned Subsidiary of ELM Capital Group, LLC)

Schedule 4: Information Relating to Possession or Control Requirements
Jfor Brokers and Dealers Pursuant to Rule 15c3-3

December 31, 2005

The Company qualifies for exemption under Rule 15c3-3(k)(2)(ii) from the Securities and
Exchange Commission Customer Protection Rule (Rule 15¢3-3). Accordingly, the supplemental

schedule of Information Relating to Possession or Control Requirements for Brokers and
Dealers Pursuant to Rule 15¢3-3 is not applicable.

See independent auditors' report on supplemental information.

Page 13




')

FrRAZIER & DEETER, LLC

CERTIFIED PUBLIC ACCOUNTANTS AND ADVISORS

600 Peachtree Street, N.E., Suite 1900, Atlanta, Georgia 30308
main 404.253.7500 fax 404.253.7501 www.frazierdeeter.com

To the Member
ELM Capital Securities, LLC
Atlanta, Georgia

In planning and performing our audit of the financial statements and supplemental schedules of ELM
Capital Securities, LLC (the Company) for the year ended December 31, 2005, we considered its
internal control structure, including procedures 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 the internal control structure.

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 (or aggregate debits) and net capital under rule 17a-3(a)(11) and
for determining compliance with the exemptive provisions of rule 15c3-3. 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:

1. 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 8 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 an internal control
structure 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 an internal control structure 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 preparation of
financial statements in conformity with U.S. generally accepted accounting principles. Rule 17a-5(g)
lists additional objectives of the practices and procedures listed in the preceding paragraph.

A Member of American Institute of Certified Public Accountants, Georgia Society of Certified Public Accountants,
Center for Public Company Audit Firms, PCPS: The AICPA Alliance for CPA Firms, Public Company Accounting Oversight Board,
CPAmerica International and PKF International.



To the Member

ELM Capital Securities, LLC
Atlanta, Georgia

Page Two

Because of inherent limitations in any internal control or the practices and procedures referred to above,
error 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 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 internal control, including procedures 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 SEC 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 SEC's objectives.

This report is intended solely for the information and use of the member, management, the SEC, 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.

Frazier & Deeter, LLC ?(/IW wa / LL C

Atlanta, Georgia
January 12, 2006



