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OATH OR AFFIRMATION

I Anthony Nanula swear (or affirm) that, to

the best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm

of__Niagara International Capital Limited as

of__February 27 2006 , 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:

KIMBERLY A. DELAMATER President

. Y Notary Public - State of New York Title
: No. 01DE6104490
Notary Public Qualified in Erie County

My Commission Exnires Jan, 20,20 0%

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

{ X ] (a) Facing page

{X 1(b) Statement of Financial Condition.

[X ] (c) Statement of Income (Loss).

f X ] (d) Statement of Cash Flows,

[ X ] (¢) Statement of Changes in Stockholders' Equity or Partners' or Sole Proprietor's Capital,

[ 1 (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors,

X ] (g)Computation of Net Capital.

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

[ X ] (i) Information Relating to the Possession or control Requirements Under Rule 15¢3-3.

[ ]1{j)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 con-
solidation.

[ X ] (I) An Qath or Affirmation,

[ ] (m)A copy of the SIPC Supplemental Report.

[ 1(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous
audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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INDEPENDENT AUDITORS’ REPORT
February 27, 2007

To the Board of Directors of
Niagara International Capital Limited:

We have audited the accompanying statements of financial condition of Niagara
International Capital Limited (a New York S-corporation) as of December 31,
2006 and 2005, and the related statements of operations, changes in
shareholders’ 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. 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 financiai
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 Niagara International Capital Limited
as of December 31, 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.

Our audits were conducted for the purpose of forming an opinion on the basic
financial statements taken as a whole. The information contained in Exhibits |
and |l 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.

(Benodio 4 G, LLP




NIAGARA INTERNATIONAL CAPITAL LIMITED

STATEMENTS OF FINANCIAL CONDITION
DECEMBER 31, 2006 AND 2005

ASSETS

CURRENT ASSETS:
Cash

Total current assets
PROPERTY AND EQUIPMENT, net

OTHER ASSETS:
Restricted Raymond James Account

Total other assets

LIABILITIES AND SHAREHOLDERS' EQUITY

CURRENT LIABILITIES:
Accounts payable
Loans payable to affiliates

Total liabilities

SHAREHOLDERS' EQUITY:
Common stock; no par value, 200 shares authorized,
4 shares issued and outstanding
Additional paid in capital
Accumulated deficit

Other comprehensive loss

Total shareholders' equity

2006 2005
65,399 98,869
65,399 98,869

3,524 .
23,877 :
23,877 .
92,800 98,869

3,607 3,760
40,458 74,811
44,155 78,571

5,000 5,000

142,165 105,992
(96,738) (90,694)
50,427 20,298
(1,782) -
48,645 20,298
92,800 98,869

The accompanying notes are an integral part of these statements.
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NIAGARA INTERNATIONAL CAPITAL LIMITED
I STATEMENTS OF OPERATIONS
I FOR THE YEARS ENDED DECEMBER 31, 2006 AND 2005
I 2006 2005
REVENUE:
I Commission income $ 137,814 $ -
Consulting income 87,500 -
I Total revenue 225314 -
OPERATING EXPENSES:
Salaries 219,079 61,504
I Qutside services 22,725 19,792
Insurance 10,739 -
Rent 9,124 1,760
I Professional fees 8,130 -
Financial operations officer fees 7,870 2,900
Utilities 3,702 -
l Office supplies 1,740 -
Equipment rent 1,555 -
Membership and filing fees 1,365 3,000
I Licensing fees 1,190 80
Repairs and maintenance 1,101 -
Bank charges 859 77
I Depreciation 668 -
Advertising 616 -
Miscellaneous 1,721 1,356
l Loss from operations {66,870) (90,469)
OTHER INCOME (EXPENSE): |
l Interest income 1,255 1,257
Dividend income 659 -
interest expense (3.514) (1,803)
l Referral fee income, non-recurring 61,872 -
Other income 554 321
l Net loss (6,044) (90,694)
Other comprehensive loss - unrealized loss on investments (1.782) -
I Comprehensive loss (7,826) (90,694)
NET LOSS {6.044) (90,694)
l ACCUMULATED DEFICIT - beginning of year (90,694) -
I ACCUMULATED DEFICIT - end of year $ (96,738) § (90,694)
The accompanying notes are an integral part of these statements.
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NIAGARA INTERNATIONAL CAPITAL LIMITED

STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2006 AND 2005

Common Accumulated
Stock & Other
Additional Accumulated  Comprehensive
Paid in Capital Deficit Loss Total
BALANCE - January 1, 2005 $ - 3 - 35 - 3% -
Capital contributions 110,992 - - 110,9'92
Net loss - (90,694) - (90,694)
Other comprehensive loss - - - -
BALANCE - December 31, 2005 $ 110992 $§ (90694 $ - $_ 20,298
C_apita[ contributions 36,173 - - 36,173
Net loss - (6,044) - (6,044)
Other comprehensive loss - - (1,782) (1,782)
BALANCE - December 31, 2006 $ 147,165 § {96,738) $ (1,782) $ 48,645

The accompanying notes are an integral part of these statements.
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NIAGARA INTERNATIONAL CAPITAL LIMITED

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2006 AND 2005

CASH FLOWS FROM OPERATING ACTIVITES:
Net loss
Adjustments to reconcile net loss to
net cash flow from operating activities:
Depreciation
Dividends - Restricted
Changes in:
Accounts payable

Net cash flow from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Deposit in restricted Raymond James account
Purchases of property and equipment

Net cash flow from investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Capital contribution
Borrowings of loan payable - affiliates

Net cash flow from financing activities
NET CHANGE IN CASH
CASH - beginning of year

CASH - end of year

200 2005
$ (6,044) $ (90,694)
668 ;
(659)
(63) 3,760
(6,098) (86,934)
(25,000)
(4,192) .
(29,192) .
- 110,992
1,820 74,811
1,820 185,803
(33,470) 98,869
98,869 -
$ 65399 $ 98,869

The accompanying notes are an integral part of these statements.
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NIAGARA INTERNATIONAL CAPITAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2006 AND 2005

1.  THE COMPANY

Niagara International Capital Limited (the Company) was incorporated in December 2004, is a
member of the National Association of Securities Dealers (NASD) and is a registered
broker/dealer. The Company provides retail and investment banking services in the Westem
New York area.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting
The accompanying financial statements are prepared in conformity with accounting principals
generally accepted in the United States.

Cash

The Company maintains cash in bank demand deposit accounts, which, at times, may exceed
federally insured limits. However, the Company has not experienced any losses in such
accounts and believes it is not exposed to any significant credit risk with respect to cash.

Revenue Recognition
Commission income is recognized as the commissions are eamed. Consulting income is
recognized as services are rendered.

Property and Equipment

Property and equipment is stated at cost. Depreciation has been provided using the straight-
line method over the economic useful lives of the assets, which is 5 years. Maintenance and
repairs are charged to operations as incurred.

Income Taxes

The Company has elected to be treated as an S Corporation for federal and New York State
tax reporting purposes. The tax regulations provide that, in lieu of corporate taxes, the
shareholders are taxed on their proportionate share of the Company’s taxable income;
consequently, income taxes are not provided for in the accompanying financial statements.

Advertising Costs
The Company expenses advertising as incurred. Advertising expense was $616 and $- for the
years ended December 31, 2006 and 2005, respectively.

Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the amounts
reported in the financial statements and accompanying notes. Actual results could differ from
those estimates.

Reclassification
In order to facilitate comparison of financial information, certain amounts reported in the prior
year have been reclassified to conform to the current year presentation.




RELATED PARTY TRANSACTIONS

The Company has a $150,000 line of credit with a company affiliated through common
ownership. The line of credit is in place to provide working capital to the Company. Amounts
borrowed bear interest at 8.5%. This facility is unsecured and due on demand. There was
$40,458 and $63,638 outstanding at December 31, 2006 and 2005, respectively. The
shareholders of the affiliate and the Company are the same.

The Company also has amounts due to other affiliate companies (related through common
ownership) totaling $- and $11,173 at December 31, 2006 and 2005, respectively.

Of the total loans payable to affiliate balance at December 31, 2005, $36,173 converted to
equity during 2006.

The Company entered into consulting agreements with affiliated companies (refated through
common ownership) in 2006. The agreements are renewed annually. Consulting income from
these affiliates totaled $62,500 at December 31, 2006.

The employees of the Company participate in the retirement plan of a related party.

The Company leases office equipment from a company related through common ownership
with rentals of $155 per month for 60 months that commenced in 2006. Rent expense for the
year ended December 31, 2006 amounted to $1,555. Future minimum lease payments under
this noncancellable operating lease are:

2007 $ 1,854
2008 $ 1,854
2009 $ 1,854
2010 $ 1,854
2011 $ 305
PROPERTY AND EQUIPMENT
Property and equipment consisted of the following at December 31:
200 2005
Computers $ 4192 $ -
4,192 -
Less: Accumulated depreciation (668) -
$ 3524 $ -

RESTRICTED RAYMOND JAMES ACCOUNT

The Company was required to make a $25,000 deposit in 2006 with Raymond James &
Associates, Inc., its clearing broker/dealer. This is a restricted cash account and the fair
market value of this account at December 31, 2006 was $23,877, which was composed of
$19,757 of money market funds and $4,120 of equity funds. The Company is required to
maintain a balance of $25,000, and subsequent to year-end the account was replenished to
the appropriate level. At December 31, 2006 there was an unrealized loss of $1,782 and
dividends received in 2006 totaled $659.




6. LEASE AGREEMENT

The Company entered into a lease agreement with an unrelated party that commenced
September 1, 2005 and expired September 1, 2006 for the rental of their operating facility.
Monthly payments under this lease were $440. The lease was renewed on February 22, 2006
and monthly payments were increased to $916. The new lease commenced on April 1, 2006
and expires on April 1, 2007. Rent expense for the lease for the years ended December 31,
2006 and 2005 was $9,124 and 1,760, respectively.

7.  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 15 to 1.

At December 31, 2006 and 2005, the Company had net capital of $41,144 and $20,298,

respectively, which exceeded minimum net capital requirements by $36,144 and $10,477,
respectively.

8. SUPPLEMENTAL CASH FLOW INFORMATION

2006 - 2005

Supplemental disclosure of cash flow information:

Cash paid during the year for interest $ 3514 § 1803

Supplemental disclosure of noncash financing activity:

Loan payable to affiliates - conversiontoequity $_ 36173 & -

- OB S A GG e e S R S aE En N G B e W A e
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Exhibit |
NIAGARA INTERNATIONAL CAPITAL LIMITED

EXCESS NET CAPITAL
DECEMBER 31, 2006

Pursuant to Rule 15¢3-1 of the Securities and Exchange Commission (the Net Capital Rule), the
Company has the following excess net capital at December 31, 2006.

TOTAL ASSETS 3 92,800
Less: Total liabilities 44 155
NET WORTH 48,645
Less: Non-allowable assets (3,524)
TENATIVE NET CAPITAL 45,121
Less: Haircuts (3,.877)
NET CAPITAL 41,144

NET CAPITAL REQUIREMENTS

- 6 2/13% of aggregate indebtedness $ 2,943

Minimum requirement $ 5,000
Greater of above {5.000)
EXCESS NET CAPITAL $ 36,144

The audited computation of net capital pursuant to Rule 15¢3-1 as reported herein does not
materially differ from the unaudited net capital reported by the registrant.

The accompanying notes are an integral part of this exhibit.
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Exhibit Il
NIAGARA INTERNATIONAL CAPITAL LIMITED
EXEMPTIVE PROVISION UNDER RULE 15¢3-3

OF THE SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31, 2006

The Company does not affect transactions for anyone defined as a customer under Rule 15¢3-3.
Accordingly, there are no items to report under the requirements of this Rule.

The accompanying notes are an integral part of this exhibit.
9
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INDEPENDENT AUDITORS’ REPORT
ON INTERNAL CONTROL

February 27, 2007

To the Board of Directors of
Niagara International Capital Limited:

In planning and performing our audit of the financial statements of Niagara
International Capital Limited (the Company) for the year ended December 31,
2006, we considered the Company's internal control over financial reporting as a
basis for designing our auditing procedures for the purpose of expressing our
opinion on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of the Company's 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 consideration of control activities for safeqguarding securities.
This study includes 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 camy 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.

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 fuffilling 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 preparation of
financial statements in conformity with generally accepted accounting principles.

(Continued)
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INDEPENDENT AUDITORS’ REPORT
ON INTERNAL CONTROL
(Continued)

Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the preceding
paragraph.

Because of inherent limitations in internal control and 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 inadequaie because of changes in
conditions or that the effectiveness of their design and operation may deteriorate.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the nomal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the entity's ability to initiate, authorize, record, process, or
report financial data reliably in accordance with generally accepted accounting principles such that
there is more than a remote likelihood that a misstatement of the entity's financial statements that is
more than inconsequential will not be prevented or detected by the entity's internal control.

A matenal weakness is a significant deficiency, or combination of significant deficiencies, that results
in more than a remote likelihood that a material misstatement of the financial statements will not be
prevented or detected by the entity's intemal control.

Qur consideration of internal control was for the limited purpose described in the first and second
paragraphs and would not necessarily identify all deficiencies in internal control that might be
material weaknesses. We did not identify any deficiencies in intemal control and 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 December 31, 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.
Bﬂwdur d.C:' ! LLP
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