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OATH OR AFFIRMATION

I, Jamep Kouzes , sSwear {or affirm) that, to the best of
my knowledge and belicf the accompanying firancial statcment ang supporting schedules pertaining to the firm of

KRK Limited , &%
of __Decepber 31. 200§ .20 » 0r¢ true and correct. [ further swear (or affirm) that

neither the compary nor any partner, propristor, principal officer or dircetor has any proprietary intercst in any account
classificd soicly as that of a customer, cxcept as follows:

. - /
‘./ - -
ELIZABETHA.TgéJGERSS elen P /Cw;/"”/
NOTARY PUBLIC, STATE OF ILLINOI ; :
MY COMMISSION EXPIRES 4-4-2007 Z/ m:;ia;?e
’ l Title

v Notary Public

This report ** contains (check all applicable boxes):
(2) Facing Page.
(b) Statcment of Financial Conditicn.
(¢) Swutement of Income (Loss).
{d) Sitement of Chaages in Financial Condition.
{e; Staiement of Changes in Stackholders’ Bquity or Partners” or Sole Proprictors' Capinal.
() Statement of Changes in Liabititics Subordinated to Claims of Creditors.
(g} Computation of Net Capital,
(h) Computatior. for Detcomination of Reserve Requirements Pursiant to Rule 15¢3-3.
(iv Information Relating to the Possession or Contry! Requirements Under Rule 15¢3-3.
03 A Reconciliation, including appropriate explanntion of the Computation of Net Capital UInder Rule 15¢3-3 and the
" Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15c3-3.
(k} A Recomeiliztion between the sudited and unaudited Statemems of Financiai Condition with respect to methods of
consofidation,
() An Osth or Affirmation.
{m) A copy of the SIPC Supplemental Repont.
(n) Arcport descriving any material inadequacies found to cxist ot found t have existed since the date of the previoug audit.

08 O O0seeCHafsERn

**For conditions of confidertini rreatment of certain portions of this filing, see rection 240. 1 Za-3fe)3).
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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
KRK Limited
Palatine, IL 60067

We have audited the balance sheets of KRK Limited as of December 31, 2006 and
2005 and the related statements of income, retained earnings and cash flows for the
years then ended. 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 have conducted our audits in accordance with generally accepted auditing
standards. Those standards require that we plan and perform the audits 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 KRK Limited as of December 31, 2005 and 2004 and
the results of its operations and its cash flows for the years ended in conformity with
generally accepted accounting principles.

o N >
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Miriani & Associates, Ltd.
February 21, 2007




KRK Limited

BALANCE SHEET
as of December 31, 2006 and 2005

ASSETS

2006 2005
Current assets
Cash and cash equivalents $ 8,076 $ 7,863
Accounts receivable, net of
allowance for doubtful accounts of $0 - -
Investments (Cost $3,300) - 3,300
Total current assets 8,076 11,163
Property and equipment
Office furniture & equipment 4,698 4,698
Total property and equipment 4,698 4,698
Less: accumulated depreciation (4,698} (4,230)
Net property and equipment - 468
Total all assets 3 8,076 $ 11,631
Liabilities and Stockholders' Equity
Current liabilities
Accounts payable 3 - $ -
Total current liabilities - -
Total all liabilities - -
Stockholders' equity
Common stock, $1 par value;
10,000 shares authorized, 1,000
issued and cutstanding 1,000 1,000
Paid in Capital 8.550 8,550
Retained earnings (1,474) 2,081
Total stockholders' equity 8,076 11,631
Total liabilities and equity $ 8,076 $ 11,631

See notes to financial statements.
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KRK Limited

STATEMENT OF INCOME AND RETAINED EARNINGS
Years Ended December 31, 2006 and 2005

2008 2005
Caoncession income $ 139,619 $ 89,965
Operating expenses:
Concessions 110,298 55,398
Other expenses 41,322 37,262
Total operating expenses 151,620 92,660
Net operating income {loss) (12,001} (2,696)
Other income (expense)
Interest income 375 256
Change on market value of securities - 240
Gain on sale of securities 8,071 .
Total other income {expense) 8,446 496
Net income (loss) (3,555) {2,199}
Retained earnings, beginning of year 2,081 4,280
Dividends pald I I,
Retained earnings, end of year 3 (1,474) 3 2,081

See notes to the financial statements.
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KRK Limited

STATEMENT OF CASH FLOWS
Years Ended December 31, 2006 and 2005

2006
Cash flow from operating activities:
Net income from operations $ {3,555}
Adjustments to reconcile net income
to net cash provided by (used in)
operating activities:
Depreciation 468

Changes in assets and liabilities:
(Increase) decrease in accounts receivable -
(Increase) decrease in investments 3,300
{Decrease) increase in accounts payable -

Total adjustments 3,768

Net cash provided by (used in)
operating activities 213

Cash flow from investing activities:
Acquisition of equipment, etc. -

Net cash provided by (used in)
investing activities -

Cash flow from financing activities:
Dividends -

Net cash provided by {used in)
financing activities -

20086

$ {2.199)

789

{240)
549

(1.650)

(1,650)

9,513

Net increase (decrease) in cash 213
Cash, beginning of year 7,863
Cash, end of year $ 8,076

Supplemental disclosure of cash information
Cash paid during the year for:

Interest ____.=$ -

Income taxes $ -
See notes to financial statements.
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KRK LIMITED

NOTES TO FINANCIAL STATEMENTS
Years Ended December 31, 2006 and 2005

1. Nature of Business:

KRK Limited the "Company" acts as agent for customers with respect to the
purchase, sale and redemption of redeemable shares of registered investment
companies and limited partnership offerings, and introduces and forwards other
securities transactions and accounts on a fully disclosed basis.

2. Summary of significant accounting policies:
Income recognition:

Commissions earned on sales of shares of registered investment companies and
limited partnership offerings are recognized of the transaction date, whereas
commissions earned on other securities transactions are recognized on seitlement
date, which is usually one week after transaction date.

Estimated:

Management uses estimates and assumptions in preparing these financial
statements in accordance with generally accepted accounting principles. Those
estimates and assumptions affect the reported amounts of assets and liabilities, the
disclosures of contingent assets and liabilities, and the reported revenue and
expenses. Actual results could vary from the estimates that were used.

Property and equipment:
Property and equipment is stated at cost. Depreciation is calculated using the straight-
line method over the estimated lives of the assets, which are generally three to five

years.

Income taxes:

Income taxes are provided for the effects of transactions reported in the financial
statements and consist of taxes currently due plus deferred taxes related to timing
differences between financial and income tax reporting. The deferred taxes represent
the future tax return consequences of those differences, which will either be taxable or
deductible when the assets and liabilities are recovered or settled.




KRK LIMITED

NOTES TO FINANCIAL STATEMENTS
Years Ended December 31, 2006 and 2005

2. Summary of significant accounting policies: (continued)
Cash equivalents:

The company considers all highly liquid investments with maturity of three (3) months
or less when purchased as cash equivalents.

3. Net Capital Requirement:

Pursuant to the net capital provision of Rule-15¢3-1 of the Securities and Exchange
Act of 1934, the Company is required to maintain a minimum net capital which may
fluctuate on a daily basis. At December 31, 2006 the required minimum net capital
was $5,000. On December 31, 2006 the Company's net capital was $8,076. In
addition, the Company was in compliance with its paragraph K(2) (a) - (b)
exemptions form SEC Rule 15¢-3-3 requiring customer reserves during the past year.

4. SEC Rule 15¢3-3:

The Company claims an exemption to 15¢3-3 (Customer Protection Rule) under
subparagraph K(2) (b) of the rule. Nothing came to our attention (the auditor} during
the course of our examination that would indicate the Company was not complying
with the requirement of that examination.
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KRK Limited

Computation of Net Capital
December 31, 2006

Total ownership equity form Statement of Financial Condition
Deduct ownership equity not allowable for net capital
Total ownership equity qualified for net capital
Add:
A Liabilities subordinated claims of general creditors
allowable in computation of net capital
B Other (deductions) or allowable credits
Total capital and allowable subordinated liabilities
Deduct and/or charges:
A Total non-allowable assets from Statement of Financial
Condition (Note B&C)
B Secured demand note deficiency
C Commodity futures contracts and spot commodities
D Other additions andfor charges
Other additions and/or allowable credits
Net capital before haircuts on securities positions
Haircuts on securities {Computed where applicable,
Pursuant to 15¢-3-1{f)
A Contractual securities commitments
B Subordinated securities borrowings
C Trading and investment securities:
1 Exempted securities
2 Debt securities
3 Options
4  Other securities
D Undue concentration
E Other (list) money market

10 Net capital

8,076

8,076




KRK Limited

Computation of Net Capital
December 31, 2006

PART A
11 Minimum net capital required {6 2/3% of line 18)
12 Minimum dollar net capital requirement of reporting broker or dealer and
minimum net capital requirement of subsidiaries in accordance with Note A
13 Net capital requirement (greater of line 11 or 12}
14 Excess nel capital (line 10 less 13)
15 Excess net capital at 1000% (Line 10 less 10% of Line 18)

16
17

18
19
20

COMPUTATION OF AGGREGATE INDEBTEDNESS

Total A. | liabilities from Statement of Financial Condition
Add:

A Drafts for immediate credit

B Market value of securities borrowed for which no equivalent

value is paid or credited

C Other unrecorded amounts {List)
Total aggregate indebtedness
Percentage of aggregate indebtedness to net capital (line 18 / by Line 10)
Percentage of debt to equity total computed in accordance with
Rule 15¢33-1(d)

COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT

PART B

21

22

23
24
25

2% of combined aggregate debit items as shown in Formula for Revenue Requirements
pursuant to Rule 15¢-3-3 prepared as of the date of the net capital computation
including both broker or dealer and consolidated subsidiaries’ debt

Minimum dollar net capital requirement of reporting broker or dealer and minimum

net capital requirement of subsidiaries computed on accordance with Note A

Net capital requirement {greater of line 21 or 22}

Excess net capital (line 10 less 23)

Net capital in excess of .

5% of combined aggregate debit items or $120,000

5,000
5,000
3,076
8,076




KRK LIMITED
STATEMENT OF CHANGES IN LIABILITIES
SUBORDINATED TO THE CLAIMS OF GENERAL CREDITORS

DECEMBER 31, 2006

NOT APPLICABLE




KRK LIMITED
COMPUTATION FOR DETERMINATION OF RESERVE

- : DECEMBER 31, 2006

NOT APPLICABLE
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KRK LIMITED
RECONCILIATION OF OWNERSHIP EQUITY
FROM STATEMENT OF FINANCIAL CONDITION TO
FOCUS REPORT - PART lIA

DECEMBER 31, 2006

Ownership equity from

Focus Report - Part lIA $ 7,910
Adjustments:
1. Depreciation expense 0
2. Additional income (expenses) 166
3. Securities carried at market 0
Net adjustments b 166

Ownership equity per Statement of
Financial Condition $__8.076
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CERTIFIED PUBLIC ACCOUNTANTS' SUPPLEMENTARY REPORT
OF INTERNAL ACCOUNTING CONTROL

To the Board of Directors
KRK LIMITED

We have audited the financial statements of KRK Limited, (the "Company”) for
the year ended December 31, 2006 and have issued our report thereon dated February
10, 2007. As part of our audit, we made a study and evaluation of the Company's
internal control structure to the extent we considered necessary to evaluate the system
as required by generally accepted auditing standards and Rule 17a-5 of the Securities
Exchange Commission. This study and evaluation included the accounting system, the
procedures for safequarding securities, and the practices and procedures followed by
the Company (1) in making the periodic computations of aggregate indebtedness and
net capital under Rule 17a-3 (a) (11); (ii) in complying with the requirement for prompt
payment for securities of Section 48 of Regulation T of the Board of Governors of the
Federal Reserve System. Rule 17a-5 states that the scope of the study and evaluation
should be sufficient to provide reasonable assurance that any material weaknesses
existing at the date of my examination would be disclosed. The purpose of our study
and evaluation were to determine the nature, timing and extent of the auditing
procedures necessary for expressing an opinion on the Company's financial statements,
to provide a basis for reporting material weaknesses in internal accounting control under
Rule 17a-5, and with respect to Rule 15¢3-3 to provide reasonable assurance of
compliance, in all material respects, with the possession and control requirements of the
Rule. Our study and evaluation was more limited than would be necessary to express
an opinion on the internal control structure taken as a whole.

As part of the study and evaluation required by Rule 17a-5, we reviewed the
descriptions of the procedures required to be maintained by KRK Limited for obtaining
and maintaining physical possession or control of all fully paid and excess margin
securities of customers to determine if those procedures would provide reasonable
assurance of compliance in all material respects with the possession of control
requirement of Rule 15¢3-3.

M2




KRK LIMITED
February 21, 2007
Page Two

The Management of KRK Limited is responsible for establishing and maintaining
the internal control structure. In fulfilling this responsibility, estimates and judgments by
management are required to assess the expected benefits and related costs of control
procedures. The objective of a system is to provide management with reasonable, but
not absolute, assurances that assets 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 accordance with generally accepted accounting principles.

Because of inherent limitation in any system of internal accounting control, errors
or irregularities may nevertheless occur and not be detected. Also, projection of any
evaluation of the system of internal accounting control to future periods is subject to the
risk that procedures may become inadequate because of changes in conditions or that
the degree of compliance with the procedures may deteriorate.

Our study and evaluation made for the purpose described in the first paragraph
above would not necessarily disclose all material weaknesses in the system.
Accordingly, we do not express an opinion on the system of internal accounting control
of KRK Limited taken as a whole. Our study and evaluation disclosed no condition that
we believe to be a material weakness.

Our review of the description of the procedures required to be maintained for
obtaining and maintaining physical possession or control of all fully paid and excess
margin securities of customers for the year ended December 31, 2006 was made for the
purpose set forth in the second paragraph above. Based on our review, the procedures
appear to provide reasonable assurance of compliance in all material respects with the
possession or control requirement of Rule 15¢3-3.

This report is intended solely for the use of management and the Securities and
Exchange Commission and should not be used for any other purpose.
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Miriani & Associates, Ltd.

February 21, 2007
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