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OATH OR AFFIRMATION

I, Merle Levitt , swear (or affirm) that, to thé best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Recom Securities, Inc. , as

of June 30 ,20_06 | 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:

//l/ /
AG 1gnature ‘
\inn vsota President -
ives Jan 31,2010 2 Title

otary Pubhc

This report ** contains (check all applicable boxes):

{a) Facing Page.

(b) Statement of Financial Condition. ‘

(c) Statement of Income (Loss). Lt S

(d) Statement of LhrapgsssikBinensiasl Enxditior. Cash Flows '

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Propnetors Capltal

(f) Statement of Changes in Liabilities Subordmated to Clauns of Credltors L

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3.

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

(i) A Reconciliation, including appropriate explanation of the Computation of Net Capltal Under Rule 1503 3 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. . T R EICIR U PO :

(1) An Oath or Affirmation. CooTr e e s

(m) A copy of the SIPC Supplemental Report.

(n) Areportdescribing any material 1nadequac1es found to exist or found to have existed since the date of the previous audit.

(o) Independent Auditors' Report on Internal Accounting Control

For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3). ( separate cover)
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Arnold Lehrman, cpra
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Minneapolis, MN 55426 Stephen P. Exley, cpa,cFp
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Independent Auditors’ Report (1938-2005)
Morris Lehrman, cpa

(1921-2002)

The Board of Directors

Recom Securities, Inc.

619 Marquette Avenue South - Suite 142
Minneapolis, Minnesota 55402

We have audited the accompanying statements of financial condition of Recom Securities, Inc. (a
Minnesota corporation) as of June 30, 2006 and 2005, and the related statements of income, changes in
shareholder's equity, and cash flows for the years 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 audits.

We conducted our audits 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 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 audits provide 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 Recom Securities, Inc. at June 30, 2006 and 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 United
States of America.

Kotorrmen, Ao v, pLep

July 25, 2006




RECOM SECURITIES, INC.

STATEMENTS OF FINANCIAL CONDITION
June 30, 2006 and 2005

2006 2005
ASSETS

Cash and cash equivalents $ 148,038 $ 126,209
Receivable from clearing organization 44,406 48,235
Loan receivable - officer 275,000 240,000
Marketable securities owned 27,600 12,000
Property and equipment, at cost, less accumulated

depreciation of $46,168, both years - -
Other assets 400 520

$ 495444 $ 426,964

LIABILITIES AND SHAREHOLDER'S EQUITY

Accounts payable and accrued expenses $ 10,748 $ 12,019
Loan payable - officer 32,000 -
Total liabilities 42,748 12,019

Common stock, par value $.10 per share
Authorized 25,000 shares

Issued and outstanding 2,000 shares 200 200
Additional paid-in capital 19,800 19,800
Retained earnings 432,696 394,945

Total shareholder's equity 452 696 414,945

$ 495444 $ 426,964

See accompanying notes




RECOM SECURITIES, INC.

STATEMENTS OF INCOME
Years Ended June 30, 2006 and 2005

2006 2005

REVENUES
Commissions & principal transactions $ 955,052 $ 0974429
Interest 264,582 282,993
1,219,634 1,257,422

EXPENSES
Employee compensation and benefits 495,368 420,115
Clearing costs 269,334 355,924
Occupancy and equipment rental 159,042 187,554
Taxes, other than income taxes 33,796 30,219
Other operating expenses 216,506 249913
1,174,046 1,243,725
INCOME BEFORE INCOME TAXES 45,588 13,697
Income taxes 7,837 2,919
NET INCOME $ 37,751 $ 10,778

See accompanying notes




RECOM SECURITIES, INC.

STATEMENTS OF CHANGES IN SHAREHOLDER'S EQUITY
Years Ended June 30, 2006 and 2005

Additional
Common Paid-in Retained
Stock Capital Earnings Totals
Balances at June 30, 2004 $ 200 $ 19,800 $ 384,167 $ 404167
Net income - 2005 - - 10,778 10,778
Balances at June 30, 2005 200 19,800 394,945 414,945
Net income - 2006 - - 37,751 37,751
Balances at June 30, 2006 $ 200 $ 19,800 $ 432,696 $ 452696

See accompanying notes




RECOM SECURITIES, INC.

STATEMENTS OF CASH FLOWS
Years Ended June 30, 2006 and 2005

2006 2005
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 37,751 $ 10,778
Adjustments to reconcile net income to net cash
provided by (used in) operating activities
Change in assets and liabilities
Receivable from clearing organization 3,829 (7,888)
Marketable securities owned (15,600) (4,500)
Other assets 120 (93)
Accounts payable and accrued expenses (1,271) (9,497)
Net cash provided by (used in) operating activities 24,829 (11,200)
CASH FLOWS FROM FINANCING ACTIVITIES
Net increase in loan receivable - officer (35,000) (1,483)
Net increase in loan payable - officer 32,000 -
Net cash used in financing activities (3,000) (1,483)
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 21,829 (12,683)
Cash and cash equivalents, beginning 126,209 138,892
CASH AND CASH EQUIVALENTS, ENDING $ 148,038 $ 126,209
SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION
Cash paid during the year for
Income taxes $ 5,808 $ 496
Interest 7,140 6,450

See accompanying notes
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RECOM SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS

NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES

Nature of Business: The Company is a discount commission broker-dealer registered with the
Securities and Exchange Commission. Its business consists primarily of soliciting and servicing
customer accounts which are introduced on a fully disclosed basis to a carrying broker-dealer. The
Company does not carry customer accounts or effect transactions on a principal basis. Income is
derived primarily from commissions on introduced business. The Company has offices in Minneapolis,
Minnesota and Chicago, lllinois and is licensed to operate in all states and Washington, D.C.

Marketable Securities Owned: Marketable securities are valued at market value, except for those
securities that are not readily marketable, which are valued at fair value as determined by
management.

Commission Income and Clearing Costs: Commission income and related clearing expenses are
recorded on a trade date basis as securities transactions occur.

Advertising Costs: The Company does not engage in direct-response advertising. All advertising costs
are charged to operations as incurred and were $20,829 and $35,039 for the years ended June 30,
2006 and 2005, respectively.

Depreciation. The Company records depreciation of equipment by use of accelerated methods of
computation.

Statements of Cash Flows: For purposes of the statements of cash flows, the Company considers

liquid debt instruments purchased with an original maturity of three months or less to be cash
equivalents.

Use of Estimates: The preparation of financial statements in conformity with generally accepted

accounting principles requires management to make estimates and assumptions that affect certain
reported amounts and disclosures. Accordingly, actual results could differ from those estimates.

LOANS RECEIVABLE/PAYABLE - OFFICERS

Loan receivable is non-interest bearing and loan payable bears interest at 12%.

RETIREMENT PLAN

The Company has a defined contribution profit sharing plan covering all full-time employees of the
Company who have completed one year of service and are age 21 or older. Contributions to the Plan
are determined each year by the Board of Directors. For the years ended June 30, 2006 and 2005
contributions were $-0-.




RECOM SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

4. COMMITMENTS

The Company leases office space on a month to month basis that provides for basic monthly rentals
plus operating costs and real estate taxes. In addition, the Company has various operating leases for
office equipment. Rentals under all agreements amounted to $159,042 and $187,554 for the years
ended June 30, 2006 and 2005, respectively.

5. NET CAPITAL REQUIREMENT

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 15 to 1. At June 30, 2006, the
Company had net capital of $149,696 which was $49,696 in excess of its required net capital of
$100,000. The Company's net capital ratio was .29 to 1.

6. INCOME TAXES

The provision for income taxes consists of the following:

June 30
2006 2005
Current
Federal $ 7,507 $ 2,634
States 4 549 1,796
Realized tax benefit due to net operating loss
carryover (4,219) (1,511)

$ 7,837 $ 2,919

In prior years the Company incurred net operating losses that were available for carryforward to future
years. Due to the uncertainty as to the use of these carryforwards, an income tax benefit was not
recorded as a deferred tax asset since it was totally offset by a valuation allowance.

At June 30, 2006, net operating losses for lllinois and Minnesota in the amounts of $23,500 and
$158,000, respectively, are available for carryforward to offset future taxable income. These carryovers
expire between the years ending June 30, 2017 and 2023. The deferred tax benefit of these losses is
$17,200.




RECOM SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS (CONCLUDED)

7. CONCENTRATION OF CREDIT RISK:
The Company maintains its cash accounts at high credit quality financial institutions. The balances, at
times, may exceed federally insured limits of $100,000 per account.

8. FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET RISK
In the normal course of business, the Company's activities primarily involve executions, settiement and
financing of various securities transactions through a clearing organization. This may expose the

Company to risk in the event the clearing organization is unable to fulfill its contractual obligations.

The Company is exposed to off-balance sheet risk of loss on unsettled transactions in the event
customers are unable to fulfill contractual obligations within three business days after trade date.

* k k Kk %




Lehrman, Flom & Co., PL.LP

Certified Public Accountants & Consultants

Arnold Lehrman, cpa

Interchange Tower, Suite 820 Harvey Z. Flom, cpa
600 Highway 169 South Miles H. Locketz, cra,ABV
Minneapolis, MN 55426 Stephen P. Exley, cpa,cFp
952-546-5306 fax 952-546-8882 Stanley E. Eisenberg, cra

Nancy S. Lehrman, cpaA

. Arthur B. Summerfield, cra
Independent Auditors' Report on Supplementary Information (1938-2005)

Required by Rule 17a-5 of the Securities and Exchange Commission™®™® “¢frman. *%

The Board of Directors

Recom Securities, Inc.

619 Marquette Avenue South - Suite 142
Minneapolis, Minnesota 55402

We have audited the accompanying financial statements of Recom Securities, Inc. as of and for the years
ended June 30, 2006 and 2005 and have issued our report thereon dated July 25, 2006. Our audits were
conducted for the purpose of forming an opinion on the basic financial statements taken as a whole. The
information contained in the accompanying pages 10 and 11 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 audits 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.

Ketrrmen, Ao - (o, PL.LD

July 25, 2006




RECOM SECURITIES, INC.

COMPUTATIONS PURSUANT TO RULE 15¢3-1
June 30, 2006

NET CAPITAL
Total shareholder's equity qualified for net capital
Deductions and/or charges
Non-allowable assets
Loan receivable - officer
Other assets
Net capital before haircuts on securities positions (tentative net capital)
Haircuts on trading and investment securities
Marketable securities
Net capital
AGGREGATE INDEBTEDNESS

items included in statement of financial condition
Accounts payable and accrued expenses

Total aggregate indebtedness
Ratio: Aggregate indebtedness to net capital
COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Minimum net capital required
Minimum dollar net capital requirement of reporting broker or dealer
Excess net capital |
Excess net capital at 1000%

RECONCILIATION WITH COMPANY'S COMPUTATION
(Included in Part Il of Form X-17a-5 as of June 30, 2006)

Net capital, as reported in Company's Part Il (unaudited) FOCUS report
Audit adjustment - income taxes accrued

Net capital, per above

-10-

452,696

275,000
400

177,296

27,600

149,696

42,748

42,748

29101

2,850

100,000

49,696

145,421

148,432
(1,264)

149,696




RECOM SECURITIES, INC.

COMPUTATION FOR DETERMINATION OF RESERVE

REQUIREMENTS UNDER RULE 15¢3-3
June 30, 2006

Recom Securites, Inc. is exempt from the requirement under rule 15¢3-3k(s)(B) as follows:

All customer transactions are cleared through another broker-dealer on a fully disclosed basis. The
clearing firm is ADP Clearing & Outsourcing Services, Inc.

11-




SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C.

ANNUAL AUDITED REPORT

RECOM SECURITIES, INC.
Years Ended June 30, 2006 and 2005




SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C.

REPORT ON
INTERNAL CONTROL

RECOM SECURITIES, INC.
Year Ended June 30, 2006




Lehrman, Flom & Co.,, PLL.P

Certified Public Accountants & Consultants

Arnold Lehrman, cpa

Interchange Tower, Suite 820 Harvey Z. Flom, cPa
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Minneapolis, MN 55426 Stephen P. Exley, cpa,cFP
952-546-5306 fax 952-546-8882 Stanley E. Eisenberg, cpra

Nancy S. Lehrman, cpa

Arthur B. Summerfield, cpa

. . (1938-2005)
Independent Auditors’' Report on Internal Control Morris Lehrman, cpa

Required by SEC Rule 17a-5 for a Broker-Dealer (1921-2002)
Claiming an Exemption from SEC Rule 15¢3-3

Board of Directors
Recom Securities, Inc.
Minneapolis, Minnesota

In planning and performing our audit of the financial statements and supplemental schedules of Recom
Securities, Inc. (the Company) for the year ended June 30, 2006, 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-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:

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

2. 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

3. Obtaining and maintaining physical possession or control of all fully paid and excess margin
securities of customer as required by Rule 15¢3-3

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
conformity with generally accepted accounting principles. Rule 17a-5(g) lists additional objectives of the
practices and procedures listed in the preceding paragraph.

-1-




Because of inherent limitations in 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 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 internal control, 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 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 June 30, 2006, to meet the SEC's objectives.

This report is intended solely for the information and use of the Board of Directors, 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.

/4%47@4/ /ém \L,&y P.Z.A.R

July 25, 2006




