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must be supported by a statemenit of facts and c:rcumszances relied on as the basis for the exemption. See Section 240.17a-5 (e)(2)
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| OATH OR AFFIRMATION

l
J
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|
1, PATRICK MARTIN ) ' ! , swear (or afrlm) that, to the best of
my knowledge and belief the “accompanying financial statement and supporting schledules pertaining to the firm of
LANDOAK SECURITIES, ;LLC | i , as
of DECEMBER 31 ? ,20 06 are true and correct. [ furthef' swear (or affirm) that

. ] ' . L . | . L .
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: ’ ! I
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Notgfy Public’ \

port ** contains (check all applicable boxes): ugust 17, 2008
(a) Facing Page. f
(b) Statemlent of Financial Condition.
(c) Statement of lncomc (Loss). '
(d) Statement of Changes in Financial Condition.
(e) Statemlent of Change's in Stockholders’ Equity or Partners’ or Sole Proprietors® Capital.
(D Statement of Changes in Liabilities Subardinated to Claims of Creditors,
(g) Computat:on of Net Capnal
(h) Cornputat:on for Dctermlnatlon of Reserve Requirements Pursuant to Rule 15¢3-3.
(i} [nform'anon Relatmg to the Possession ‘or Control Requirements Under Rule 15¢3-3.
G A Rcco’nmllatlon including appropriate explanation of the Computation ofNet Capital Under Rule 15¢3-1 and the
Compultatlon for Determination of the Reserve Requirements Under Exhlblt A of Rule 15c3 3. .
(k} A Reconciliation between the audited and unaudited Statements of Fmanc1al Condition w1th respect to methods of
consolldatlon ; |
(1) An Oalh or Affirmation. |
O mA copy of the SIPC Supplemental Report. [
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9 603 A‘[reﬁort des‘grlbmg&““yi Tatcn@l "ﬁ’ % acies fo dto extstfr Raund to have ex:eted smci the |datc of the previous audit.

epen ent tor's rt on Interna ccounting Contro

**For condmans of confidential treatment of certain portions of this filing, see section 240.17a-5 (e)(.?)
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Bible Harris Smith,pc

Certified Public Accountants and Business Adt)isOrs Since |§1949

507 West Clinch Avenue : Member of the AICPA Peer
Knoxville, TN 37992-2104 ] Review Program

Phone: 865-546-2300 ' Membt_ir of the Tennessee Soc:ety
Fax: 865-525-7454| of Cc!rttﬁed Public Accountants

E-mail name@BHSpc.com
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‘ INDEPENDENT AUDITOR'S REPORT

To The Member )
LandOak Secuntles LLC. !
Knoxv1lle Tennessee : :

e mE. i

I
We have audited the accompanymg statements of fmancml condition of ELa.ndOak Securities,
LLC., as of{ December 31 2006 and 2005, and the related statements of income, changes in member’s
equity, and cash flows for the years then ended that you are filing pursuant torule 17a—5 under the Securities
Exchange Act of 1934. These financial statements are the responsibility of the Company‘s management. Cur
responsnblhty 1sto express an oplmon on these financial statements based on our audits.
\
V|Ve conducted our audits in accordance with auditing standards generally accepted inthe Umted
States of Amenca Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of materlal mlsstatement An audit includes-- -
examining, on-a test basw evidence supporting the amounts and dlsclos[ures in the ﬁnaﬁncral statements. An
“audit also- lnclludes assessing the accounting principles used and significant estimates made by management,
as well-as e\l'aluatmg the overall financial statement presentation. We believe that]our audits provide a
reasonable basis for our oplmon

]
i
In our opinion, the financial statements referred to above present falrly, m{all material respects
the financial .posmon of LandOak Securities, L.L.C., at December 31, ?006 and’ 2005" and the results of its
operations and its cash flows for the years then ended in conformity vslnth accounting principles generally o

“accepted in the United States of America. . i 1

(Dur audlts were conducted for the purpose of formmg an oplmon on the basw ﬁnanmal -
statements taken asa ‘whole. The information contained on pages 11 through 121is presented for purposesof -- - -
additional analy51s and}is not a réquired part of the basic ﬁnanc1a1 statements, but is supplementary -
information requrred by rule 17a-5 under the Securities Exchange Act of 1934. Such’ mformatlon has been
subjected to the aud1t1ng procedures applied in the audit of the basic ﬁnanclal statements and, in our opinion,
is fairly stated in all material respects in relation to the basic ﬁnanmal‘statements taken as a whole.

Btble Harns Smlth P.C.

PR Wy

Knoxt/ille, Tennessee
February 15| 2007
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B K Rﬁ An independent member of BKR International, with offices throug,ho%ut the world.
i L e




! ; ’
.
I- '
B [ e ‘
. ) .

)

gl

PR .o A s e, N . ' ' i N L - N o
. ' . . . o, . " " . B " f 1

. ' " B o " - 1 " . " ’ B
- . . N :
f . . I

L . . . - L ! . .
" . N - v . £
- '

R . . . ) . '

3.

Cash

' CURRENT ASSETS |
Commissions Receivable

Total Current Assets

LANDOAK SECURITIES, L.L.C.
STATEMENTS OF FINANCIAL CONDITION

ASSETS

Long Term Investments - Stock and Warrants

TOTAL ASSETS

LIABILITIES

LIABILITIES AND MEMBER'S ]éQUITY

Accom:lts Payable;
Commissions Payable
] -}

!
Total Current Liabilities

MEMBER'S EQUITY

' i
TOTAL LIABILITIES AND MEMBER'S EQUITY

1
]
i

i

1

4-

December 31,

2006 | 2005

s 22,144 12,651

8,400 5,190

30,54'4 17,841

- 18,220

$ 30,544 36,061

5 5799 2,000

6,720 4,152

12,519 6,152
18,025 20009

$ 30,544 36,061

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




LANDOAK SECURITIES, L.L.Ci
STATEMENTS OF INCOME

|
o - !

 REVENUE - .
Fees from Advisofy Servi_cés

Mutual Fund Commissions

Rep Fees

Variable Insurance and Annuities Commissions

(7 MR ¢ IR — S

Private|Placement

REIT

i

Interest Income

TOTAL REVENUES

OPERATING EXPENSES
Commissions
Office Supplies and Postage -

Il
3
i

I
1
|
i
!
|
|
Other Operating Exjpenses-Net of Gain on Investments - {
TOTAL OPERATING EXPENSES 1
| | |

|

|

NET INCOME. (LOSS) o ‘ &

_ -5-
i- A |

|
|
|
i

‘ ) -
Year Ended December 31,

{

|
R

2006 | 2005
. ] -
31
$ 172,350 ~ 7S 296,111
31,505 - 31,803
; B
2,500 - 3,000
77.655 - 45,306
40,704 = 15203
- 8,000
296 162
|
~325,010 399,585
|
i
307,28,'{7 364,021
i
92;}1 . 418 .
28,686 -~ 48.534
336,89!4 412973
"$ . (11,884) ~$ (13,388)

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



BALANCE - DECFMBER 31, 2004
NET INCOME (L(i)SS) - 2005
BALANCE - DECiiE)MBER 31, 2005
NET INCOME (L(i?SS) - 2006

BALANCE - DEC]%MBER 31, 2006

1

|

l

. LANDOAK SECURITIES, L.L.C.
STATEMENTS OF CHANGES IN MEMBEI‘{'S EQUITY

-6-

$ 43297
(13,388)
29,90
(11,884)
. 18,025

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



LANDOAK SECURITIES, LL.C.
STATEMENTS OF CASH FLOWS

CASH FLOWS FROM OPERATING ACTIVITIES
Net Income (Loss) ‘
Adjustmems to Reconcxle Net Income (Loss) to Net Cash
Pr0v1ded By (Usedlln) Operating Activities:
Net (Gam) Loss on Investments
(Increase) Decrease in Assets
Commissions|Receivable
Réimbursements Receivable
Increase (Decreas'e) in Liabilities
Commnssmns 'Payable
Adcrued Llablllnes

NET CASH PROVIDEiD BY (USED IN) OPERATING ACTIVITIES
:
CASH FLOWS FROM INVESTING ACTIVITIES

_Pril:)ceeds from Sale of Stock
Costs Paid on;erants'Cbhvened to Stock

NET CASH PROVIDED BY (USED IN) INVESTING ACTIVITIES
CASH - BEGINNING OF YEAR
t

CASH - END OF YEAR

STATE INCOME TAX;ES PAID

i
|
|
|
\
1
|

1
!

Year Ended December 31,
2006 | 2005
$ (11,884) $ (13,388)
(8,922) (4,390)
(3,210) 5,290
- 750
2,568 (4,232)
3,7ﬁ9 : (5,750)
" (17,649) _(21,720)
.
51,142 -
|
27,142 -
12,651 34,371
$- 22,144 $ 12,651
$ - $ -

The accompanymg notes are an integral part of these ﬁlnanmal statements.
-7 |




LANDOAK SECURITIES, LL.C.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2006 AND 2005

Note 1 - Significant Accounting Policies !
|

The followrng is a summary of significant accounting pohcres followed in the|preparation of these
financial statements These policies conform to accounting principles generally accepted in the United
States of America apphcable to brokers and dealers in securities, and have been applled on a consistent
basis.

Nature of Activities - LandOak Securities, L.L.C., was organized on April 15, 1997, under the laws of
the State of Tennessee LandOak Securities, L.L.C., is registered a as abroker-dealer with the Securities
and Exchange Comrmsswn and is a member of the National Assocratlon of Secuntres Dealers. The
Company is also reglstered as an investment advisory firm with the State of Tennessee. LandOak
Secuntles LL.C, sells various investments to its clients who are located in vanous states throughout
the southeastem regron of the United States. ] ,

[
At December 31, 2005 two members owned 75% and 25% 1nterest respectlvely As of September 1,

2006, the 75% owner acquired the 25% ownership interest and LandOak Secuntres LLC became a
Single- Member LLC

b
:

LandOak Secuntles, L.L.C., in accordance with the operating agreement will continue to operate until
December 31, 2045 unless earlier termination is elected. ‘

Basis of Presentatlon The financial statements are prepared usmg the accrual method of accounting
and accounting practlces applicable to brokers and dealers in securities. }

IncomelTaxes The Company is not a taxpaying entity for federal i mcome tax purposes, and no income
tax expense has been recorded in the statements. Income of the Company is taxed to the member(s)
and 1nclluded in the individual return(s). Tennessee state income tax apph&ablhty is limited to
investment income ‘as its earnings from operations are subject to self-employment tax by its member(s).
State tak is minimal and therefore, deferred tax benefits or expense would be nilmaterlal

{ y 1
Cash and Cash Equivalents - For purposes of reporting cash flows, the Compimy con51ders money
market accounts and any highly liquid debt instruments purchased witha matunty of three months or

less to be cash equivalents.

3
E

Investments - The Company’s investments consisted of equity securltles that had a readrly determinable
fair market value of $13,200 at December 31, 2005. Management deterrnmes the appropriate
c1assrﬁcatlon of i 1ts investments at the time of purchase and re-evaluates such determinations at each
year end. j : [l
Since the Company intended to sell these securities in the near term they were classified as trading
secuntrles and accordmgly, carried at fair value, with unrealized and realized gains and losses reported
asa component of current year earnings. During the year ended Dlecember 31, 2006 arealized gain of
$8,922 was recorded in other operating expenses upon the liquidation of the holdmgs During the year
ended December 31 2005, an unrealized gain of $9,415 was recorded in other clJperatlng expenses.

| _
| | | !1
| il

| 8-

+




|
i

All remalnmg warrants were exercised during 2006, converted to stock and sold Certain warrants
expired dunng 2005 -as the exercise price in 2005 was in excess of market pnce A realized loss of

'$5,025 was recorded in other operating expenses in 2005.
|

Estimates - The preparatlon of financial statements in conformity w1th accountmg principles generally
accepte(l in the Umted States of America 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 esnmates

Note 2 - Subordinated Liabilities

j

;
i

¥

At December 31, 2006 and 2005, there were no liabilities which were subordinated to claims of general

creditors.

Note 3.- Related Party Trensacﬁons

{
H

|
:

|
In the ordinary course of business, the Company engages in transactlons with 1ts member and related
businesses. : :

-0

During 2006 and 2005 commissions of approx1mately $265 OOO and $229, 000 respectlvely, were
eamed by the  Company's member of which approximately $3,900 and $4 100 were accrued at December 31,

2006 and 2005 respectlvely

J

i
I

During 2006 and 2005 personnel services and facilities were proylded to the Company at no cost by
another entlty owned by the Company’s member. The value of these iservmes and facilities has not been

determined.

Note 4 - Net Capital Reduirements

1

The Company is subject to the Uniform Net Capital requlremebt of the Secuntles and Exchange
Commissionjunder Rule;15¢3-1, which requires a minimum net capltal of the greater 'of $5,0000r6 2/3% -

of aggregate mdebtedness, both terms as defined by the rule.

At December 31,

12006 and 2005, the

Company's net capital was $17,851 and $11,491, and exceeded the cap1tal requlrer!nent by $12, 851 and

$6,491, respectively.

[

The Company's net capltal ratio (ratio of aggregate indebtedness to net capital) maynotexceed 15to 1.
The net capltal ratio at December 31, 2006 and 2005, respectively, were 70to 1 and .54 to 1.

E
The computation of aggregate indebtedness does not include an estlmate of the arnount if any, which

may be payable under the contingency discussed in Note 5.

e h—— e

;
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|
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Note 5 - Contingency - :

i

The Company, its soIe member, and certain, former members have been named in civil actions
involving. secuntles clalms The claims resulted from lossés sustained by investors due to the actions ofan
unrelated third party. The Company has denied liability and has mdlcated that it mtends to vigorously defend
the lmgatxon‘ Outside counsel for the Company has advised that the defenses 1dent1ﬁed have areasonable
possibility of :SuCCess. Dunng 2003, substantially all claims were settled by the member and former members
of LandOak c}ecurltles LLC personally without admitting liability. Clalms made and unsettled at December
31, 2006 total approx1mately $1,600,000 in actual and punmve damages

Under NASD guldelmes a contingent liability should at times, |be included 1 il the computation of
aggregate mdebtedness As of the release of these financial statements, no definitive detenmnatlon has been
made as to whether this contlngent liability is required to be included i m aggregate mdebtedness and, if so,
the amount Ito include.; Accordingly, no adjustment to aggregate mdebtedness m Note 4 or in the
supplernentary mfonnatmn has been made. Penalties in accordance with the NASD Sanction Guldellnes for
Net Capital Vlolatlons range from $1 000 to expulsion of the firm.

These ﬁnanmal statements have been prepared in confomnty with principles of accountmg applicable to
a going concem The ab111ty of the Company to continue operations is dependent upon the uItlmate
settlement of the lawsults and the discretion of the Company s regulators. ' :

|
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LANDOAK SECURITIES, L.L. cl
COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1]
. OF THE SECURITIES AND EXCHANGE COMMISSION

2006 2005

Total Mcmbersl' Equity N
(From Statement of Financial Condition) $ 18,025 $ 29,909
Adjustments: f
Nonallowab|le Assets aI;ld Adjustments
Brokerage Account (174) (198)
Other Securities i - - . (18,220
'NET CAPITAL $ 17851 7§ 11491
AGGREGATE INDEBTEli)NESS ' *§ 12,519 * § 6,152

i _
Minimum Net Capital Required (Greater of $5,000 or 6 2/3% of

' Aggregate'lndebtedness)f - * $ 5000 * $ 5000 -
* Excess Net Capltal | .5 1“2,851 *$ 6491
Excess Net éapital at 1000‘;/c; | . $ 1“6,599 *-$§ 10,876
Ratio of Aggregate Indebtc:%lness to Net Capital o J0tol * 54t

RECONCILIATION WITH COMPANY'S COMPUTATION ([NCLU]jED [N PART II OF FORM X-17A-5):

a : l
Net Capital, as reported in unaudited Part ITa of the FOCUS report $ 16,129 § 10,847
| A - |
FIAG Account - Unallowable Asset Adjustment . $ (179) $ -
Audit adjustmerft to 1ncrease receivables ; 8 ,400 3 3,220
Audit adjustment to mcrease liabilities (6 504) - (2,576)
Net Capital | ] $ 17,851 78, 11,491
*See Notes 4 and 5
-11-
{
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~ The Company claims exemption from rule 15¢3- 3, based
Account for the Exclusnve Beneﬁt of Customers” maintained.

-12-

'+ LANDOAK SECURITIES, L.L.C.
EXEMPTION FROM REQUIREMENTS PURSUANT TO RULE 15¢3-3

upon section

(20

— “Speciaj
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL

To The Members
" LandOak Securltles, LL.C.
Knoxville, Tennessee

e = e s mm s
=~ BN IR SRR

In planning and performing our audit.of the financial statements and supplemental schedules
of LandOakISecurltles,IL L.C,, (the Company) for the year ended December 31, 2006 _we considered its
internal control structure, including procedures for safeguardmg secuntres in order to determine our

auditing proicedures for the purpose of expressing our opinion on the financial statements and not to
provide assurance on the internal control structure. ; j
I i
Also as required by Rule 17a-5(g)(1) of the Securities and ExchangeI Commission (SEC) o
we have made a study of the practices and procedures followed: by the Company mcludmg tests of such
practices and procedures that we considered relevant to the obJectrves stated in Rule 17a-5(g) in making
" the pemodre1 computations of aggregate indebtedness and net capltal under Rule il?a-3(a)(11) and for
* determining|compliance with the exemptive provisions of Rule 15¢3:3.- Because the Company does not
carry secu:nty accounts for customers or perform custodial functrons1 relatmg to customer secuntles we
did not review the practrces and procedures followed by the Company in any of the; follownng
i . |
Makmg! quarterly securities examinations, counts, \Ireriﬁc'ations, and comparisons and
recordation of differences required by Rule 17a-13. _—
Complying with the requirements for prompt payment for securltles under Section 8 of
Federal Reserve-Regulation T of the Board of Governors of the Federal Reserve System.
Obtalmng and fdintaining physical possession or control of all fully paid and excess
margin securrtles of customers as requrred by Rule 15¢3-3. |

[ —

(95

, The management of the Company is responsible for establishing and m'amtammg an internal -

- control structure and the practices and procedures referred to in the1preced1ng paragraph In fulfilling

"this respons1b1hty, estrmates and judgments by management are required to assess the: expected benefits
~and related costs of lnternaI control structure policies and procedures ‘and of the practlces and procedures
referred to m the precedrng paragraph and to assess whether those practices and procedures can be -
expected to achleve the!SEC's above-mentioned objectives. Two of the objectives ¢ ‘of an internal control
structure and the practlces 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
unauthonzed use or drsposmon “and that transactions are executed: in accordance with management's

: authonzatlon and recorded properly to permit the preparation of ﬁnancral statements in accordance with

“accounting- pnnmples generally accepted in the United States of Amenca Rule 17a-5(g) lists additional
objectives of the practlcles and procedures listed in the preceding paragraph

1
i
i

BKR n An independent member of BKR fré!erna!ional, with offices throughout the world.
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Page Two

|

LandQak Securities, LL.C. |
S

|

Because of inherent limitations in initernal control or the practlces and procedures referred to
above, errors! or fraud may occur and not be detected. Also, pro_1ect10n of any evaluatlon of them to
future penods is subject to the risk that they may become inadequate because of changes in conditions or
that the effectiveness of the1r design and operation may deteriorate. | ;

l 1

Our cons1deratron of the intemal control structure would not necessarrly! ‘disclose all matters
in the mtemal control structure that might be material weaknesses under standards established by the
American Ins t1tute of Certified Public Accountants. A material weakness is a condmon in which the
design or operatlon of one of more of the internal control components does not reduce to a relatlvely
low level, the risk that mlsstaternents 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 functlons Hovf/ever we noted no

matters mvolvmg the mternal control structure, including control act1v1t1es for safeguardmg securities
that we consider to be matenal weaknesses as defined above that NASD has not beer'rl made aware.
l

We understand that practices and procedures that accomphsh the objectlves 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 accornpllsh such objectives in all material respects indicate a material 1nadequacy for such
pUuIposes. Based on this understanding and on our study, we beheve that the Company‘s practices and
procedures were adequate at December 31, 2006, to meet the SEC's ObjCCthES

Thls report 1s 1ntended sole]y for the use of the members, managemcnt the SEC, NASD, and

other regulatory agencies which rely on Rule 17a-5(g) under the Securmes Exchange Act of 1934 in
their regulatlon of registered brokers and dealers, and is not mtended to be and should not be ‘used by

anyone other than these speclfied parties.
\ : ,
- E -~ - 4

Bible Harris Smith, P.C.

i i
{
Knoxville, Tennessee , v I
February 15, 2007 ‘
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