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I, Douglas Kahn

1 OATH OR AFFIRMATION

| swear (or affirm) that, to the best of

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

Kahn Fmanc:al Securities, LLC

, as

of ' December 3|, 2006

|
, are true and correct. | 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:

None !
e
! i aignature -
| ,1 President

Thtle
Subscri and sworn & re me p
this Pay o £ Htinios

i . k Sme 0! ““ "
I 2 OFFICIAL SEAL"

Notary.Public

Notary Public
J

My Commlssmn Exp. 12/04/20{18

Tomi L. Samyels
Notary Pubiic, State of Nlinois

|
This report ** contéins (check all applicable boxes):
(a) Facing page|
. (b) Statement of(FmancnaI Condition.
{c) Statement of| Income {Loss).
{d) Statement oﬂChanges in Financial Condition.

{fi Statement of
= {g) Computatlon
. {h} Computation

of Net Capital.

consolldatlon
X () An Oathor Aff rmation.
{m) A copy of the SIPC Supplemental Report.

. {e) Statement of|Changes in Stockholders' Equity or Partners' or Sole Proprietor's Capital.
Changes in Liabilities Subordinated to Claims of Creditors.

for Determmatlon of Reserve Requirements Pursuant to Rule 15¢3-3.

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

- () A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the
Computatlon]for Determination of the Reserve Requirements Under Exhlblt A of Rule 15¢3-3.

D (k) A Reconculatlon between the audited and unaudited Statements of Financial Condition with respect to methods of

(n) Areport descnblng 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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MICHAEL J. LICCAR & CO,, PC. Amarica Instrrurs or

. CenrmiFien PunLic ACCOUNTANTY
Certified Public Accountants ILLivots CPA SociETy

INDEPENDENT AUDITORS' REPORT

To the Sol;e Member
Kahn Finalncial Securities, LLC
Chicago, Illinois

We have audlted the accompanying statement of financial condmon of Kahn Financial Services,
LLC as of December 31, 2006 and the related statements of operatlons changes in member's
equity, and cash flows. These financial statements are the responsnblhty of the Company's
management. Qur responsibility is to express an opinion on the financial statements based on our
audit.

We conducted our audit in accordance with generally accepted auditing standards generally
accepted | m the United States of America. Those standards require that we plan and perform the
audit to obtam reasonable assurance about whether the financial statemems are free of material
mlsstatement An audit includes examining, on a test basis, ewdence supporting the amounts and
dlsclosures in the financial statements. An audit also includes assessmg the accounting principles
used and 51gmf1cant estimates made by management, as well as evaluaung the overall financial

|
statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opmlon the financial statements referred to above present falrly in all material respects,
the fmancral position of Kahn Financial Securities, LLC as of December 31, 2006, and the results
of its operations and cash flows in conformity with accounting prmmples generally accepted in
the United States of America.

Our audit was made for the purpose of forming an opinion on the basic financial statements taken
as a whole The supplementary schedules on pages 12 through 14 inclusive are presented for
purposes of additional analysis and are not a required part of the basnc financial statements, but
are schedules required by Rule 17a-5 of the Securities and Exchange Commission. Such
schedules | have been subjected to the procedures applied in the Iaucht of the basic financial
statements and, in our opinion, are fairly stated in all material respects in relation to the financial
statements taken as a whole.

Chicago, Illmons
February 23, 2007

200 West Adams Street - Suite 2211 - Chicago, Illinocis 60606-5208

(312) 922 - 6600 (B00) 922 - 6604 Fax (312) 922 - |03l5

www.liccar.com H



Cash in bank

T KAHN FINANCIAL SECURITIES, LLC
(an Illinois Limited Liability Company)
Statement of Financial Condition

Accounts payable and accrued expenses

Er:

|
Member's equity
|

v
'

: December 31, 2006

|

i

i Assets

!_
+ .

: Total assets

!

i

e aspees , .

| Liabilities and Member's Equity
F -

‘ Total liabilities o

|
|
!
|
1
:
'
!

Total member’s equity

Total liabilities and member's equity

|
|

5_ 7,652
b 7,652
5 ___ 500
$ 500
5 __ 7152
§ 7,152

$ 7,652

The accompanying notes are an integral part of these financial statements.
i

|
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i
Consulting income
| ,

N t
* Total revenue
o
+

Expenses

Professional fees}.

KAHN FINANCIAL SECURITIES, LLC
{an lllinois Limited Liability Company)
Statement of Operations
For the Year Ended December 31, 2006

Travel and entertainment -

Communications

)

Dues'and registrations |

Miscellaneous
' Total expenses

Net (loss)'
!

!

ey mm e m = e

" The accompanying notes are an integral part of these financial statements,

t . ‘_7_

$_ 12,000

S, 12,000
$ 7,464
12,383

1,535

1,089

476

$ 12,947
$ 947



.Contribut;ions o

' Tt :
"Net (loss) for the period” - +

Balance at Decerr';ber 3 1, 2005

)
Withdr’avyals
. i

r ) .
i

- Balance at December, 31 , 2006

-

1
|
!

. .
e ey = m A © e e At ke 4 e

- - - -

KAHN FINANCIAL SECURITIES, LLC
(an Illinois Limited Liability Company)
Statement of Changes in Member's Equity .
For the Year Ended December 31, 2006

8-

$. . 6,399
3,200
(1,500)

(947)

5 7,152

+ The accompanying notes are an integral part of these financial statements.
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: l
Cash Floiws (Applled to) Qperating Activities:

Net (loss)

~ Adjustments to reconcile net income to net cash

Net change in:
Accounts payable and accrued expenses

l .
Total 'adjustments .
- Y .
Net cash (applied to) operating activities
L

Cash Flows From Financing Activities:

Capital contributed

Capital wnthdrawnr,

Net cash pro{fided by:-financing activities

(Decrease) in cash

Cash Balance January 1, 2006
. ) |

Cash Balance December 3 1,,2006

1

9.

: ! KAHN FINANCIAL SECURITIES, LLC

- b (an Illinois Limited Liability Company)
Statement of Cash Flows

For the Year Ended December 31 2006

-3

B (1,800)

L3200
L (1,500)

‘ i
The accompanying notes are an integral part of these financial statements.

947

©(1,800)

(2,747} .

1,700

(!,0{17)

8,699

7,652
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| KAHN FINANCIAL SECURITIES, LLC
(an Iinois Limited Liability Company)

| Notes to Financial Statements

For the Year Ended December 31, 2006

"NOTE1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A summary of the significant accountmg policies which have been followed in preparing the
: aocompanymg financial statements is set forth below. b ‘

" Nature of Busn ness
; Kahn Financial Securities, LLC was orgaruzed as a Limited Llabrllty Company (“Company™) on
. February ]0,\ 2000 in the State of Illinois for various purposes mcludmg, but not limited to, the
+ sale of dlrect participation programs ("DPPs”). The Company's 1 mcome is derived pnmanly from
, fees recenved In conjunction wrth its marketing of DPPs. - The Company s Sole Member is Mr.
Douglas Kahn |

Tho Company is registered as a broker/dealer with the Securities and Exchange Commission and
. became a’ member of the, National Association of Securities Dea]ers Inc. ("NASD"} on
, November 6, 2000 Its activities are limited to the sale of DPPs.

The Company does not hold customer funds or securities. Consequently, it is not subject to the
' Reserve Requlrcment as defined in Rule 15¢3-3 under the Securities Exchange Act of 1934.

. Income Talxes ¥

The Company is a single member LLC. Consequently, for fedcral and state income tax purposes
itis treated as a sole proprietorship and any taxable income/(loss) of the Company 1s recognized
dlrectly by its Sole Member. .

"Useof Estlmates '

The preparation -of financial statements in conformity with generally accepted accounting
“principles lroqulros management to make estimates and assumptlo'ns that affect the reported
“amount of,assets'and liabilities (and disclosures of contingent assets and liabilities) at the date of
. the ﬁnancnal statements and the reported amounts of revenues and expenses during the reporting
period. Ac'tual results could differ from those estimates.

. NOTE 2 J MINIMUM CAPITAL REQUIREMENTS

‘As a reglsterecl *DPP" securities dealer the Company 15 subjoct to a minimum net capital
requlrement under (Rule 15¢3-1) under the Exchange Act of 1934. The minimum is the greatest
. of $5,000' or one-fifteenth of aggregate indebtedness, as defined. As of December 31, 2006 the
- Company lhad net capital requirements and net capital of $5,000 and $7, 152 rcspect.lvely

The net capltal requ:rements could effectively restrict the payment of cash distributions and the
making of unsecured loans to the Sole Member. .

1

‘ NOTE 3-OFF BALANCE SHEET RISK AND CONCENTRATION OF CREDIT RISK

‘The Company does not carry customer sccurities accounts as defined by Rule 15¢3-3 of the
- Securities Exchange Act of 1934, DPP transactions are processed by thelr respective managers on
a fully—dlsclosed basis.

i

t
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SUPPLEMENTARY SCHEDULES
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¥ K . .
‘ FINANCI;AL AND OPERATION COMBINED UNIFORM SINGLE REPORT

i PART I1A
BROKER OR DEALER .
* KAHN FllNANCIAL SECURITIES, LLC as of December i31, 2006
:| COMPUTATION OF NET CAPITAL l
. i ) )
1. Total ownership equity from Statement of Financial Condition - $ 7,152 | 3480
2 Deduct awnership oquity ot allowed for Net Capital ’ 3490
3. Total ownership equity qualified for Met Capital 7,152 3500
4 Add: : ' |
A Lisbilities mbordume'd to the claims of general creditors ellowable in computation of net cepital 3520
" B.  Other (deduction) or lloweble crodits (List) . . 3525
5. Total cepital and allowsble n::bordi:meq Jiabilities ‘ . I ; 7,152 3530
6. Dedlmum m‘dlw charges: * ' ' |
© A, Totl nonatlowable assets from Statement of Financial Condition $ ' 3540
B.  Seoured demand note %!eﬁciemy _ : _ . 3500
€. Commodity fistures contracts and spot commoxlitics-
prciptiety capital chm'glu : . 3600
D.  Other deductions end/or charges . _ : 3610 3620
7. Other additions andfor allowable credits (List) | ‘ 3630
8. Net capital befor haircuts on securitics positions $ 7,152 | 360

9. Hairouts on scauities (computed, where epplicable, -
pursuant to 15¢3-1 (n:f

A cMmm@mwm o . 5 3660
B.  Subordinated sccurities borowings - . 3670
C.  Treding and investment securitiuj:
1. Exempted socuritis s’
2.: chtslecuritiésh 3733
3. Options X 3130
4 Other sccurities . 3734
D Undue Concentration |~ o 3650
E.  Other (list) I : N6 C ] 3740
' $ 7,152 3750

- ) i
10, Net Capital ‘
1
|
[}

" NOTE:

' . i

There are na1 material differences between the computations above and the
computatiénls included in the Company’s corresponding unsudited Form )
©OX-17A5 Pa? 11A Gling. S

'
¢
J
"
¥

See Independent Auditors' Report.

b o -12-
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FINANCIAL AND OPERATION COMBINED UNIFORM SINGLE REPORT
| PART IIA -

BROKER OR DEALER | .
i KAHN FINANCIAL SECURITIES LLC  as of December 31, 2006 .

COMPUTATION OF BAS]C NET CAPITAL REQUIREMENT

“PartA | ' o ' i

; .
{1, Mininmum pet capital required (6-2/3% of Line 19) $ 33| 36
12. Lﬁnimm@lkmmméqumﬁormmadwummmmmmm ) i

ofml:sidiariu camputed in acco:rdam;e with Note (A} ' Si 5,000 3rss
13. Netcapmlmqmmnem (grrlxzraflmel]cru) ' S' 5,0001 3160
14, Ex:usuclcaplm.l(lmﬂ 10les313) SI 2,152] amo
15. Emm!mpmm 1000% (line 10 less 10% of line 19) b _7,102 3780
l i
b COMPfUTATION OF AGGREGATE INDEBTEDNESS
16.  Total AL liabilities from Statement of Financis) Condition o 5 500 | 3790 |
17 Ak ' ; l .
' A Drafts for immediate tredit $ ' 3800
B.  Market value of securities borrowed for which no equivalent '
0 value is paid o crodited | $ o | 1.
C.  Other unrecorded amounts {List) $ ‘ w0 | $ 3830

- 19, Total sggregate mmme : Sl . 500 | 3340
20, Pueemage of aggregate indebledness o net capital (line 19+by line 10) % 6.99% | 3850
21 Percen:age of debt to dcbtrequ.lty total compmcd in accordance with Rube 15¢3-1 (d) 'VJ , 0.00% | 3860

b " See Independent Auditors' Report.

N A -13-
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INFORMATION FOR POSSESSION OR CONTROL REQUIREMENTS

i’

'KAHN FINANCIAL SECURITIES, LLC .
(An Tlinois Lirited Liability Company)

COMF'UI'ATION F OR DETER.MINATION OF RESERVE REQUIREMENTS FOR

BROKER-DEALERS UNDER RULE 15¢3-3

UNDER RULE 15c3-3

+

s ‘ asoch?cember_?ol,?.OOtS '

" The Company does not CaITy customer accounts as deﬁned by m]e ‘

1503-3 of the Securities Exchange Act of 1934. Therefore the

f Company is exemnpt from the prov:smns of that rule}
1 i
[
j- |
\
See Indcbendent Auditors' Report. :
: -14- NE
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MenMBES
AMERICAN INSTITUTL OF
CeaTiFied PUBLIC ACCOUNTANTS
huinats CPA Socumy

MICHAEL I, LICCAR & CO.,BC.

Certified Public Accountants

|
|
|
|
|
|
f

b i

|
1
INDEPENDENT AUDITOR'S REPORT ON INTERNAL ACCOUNT[NG CONTROL
' REQUIRED BY SEC RULE 17a-5

To the Sole Member |
Kahn Financial Securities, LLC i
Chicago, Illinois

We have examined the financial statements of Kahn Financial Securitiles LLC (“the Company”),
for the year ended December 31, 2006, and issued our report thereon dated February 23, 2007,
As part of our examination, we made a study and evaluation of the Colmpany s system of internal
accounting Icontrol (which includes the procedures for safeguarding securmes) to the extent we
considered necessary to evaluate the system as required by generally accepted auditing standards.
The purpose of our study and evaluation, which included obtammg an understanding of the
accounting system was to determine the nature, timing, and extent pf the auditing procedures
necessary for expressing an opinion on the financial statements. Due to the small size of the
Company arftd the limited number of accounts, we placed little reliance on the Company’s internal
controls and we tested 100% of the accounts.

Also, as requnred by rule 17a-5(g)(1) of the Securities and Exchange Commission (the
"Commtssmn") 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), (1) in making the periodic computations of aggregate indebtedness and net
capital under rule 17a-3(a)(11) and the procedures for determmmg compliance with the
exemptive prowsmns of rule 15¢3-3. We did not review the practices and procedures followed by
the Company in making the quarterly securities examinations, [counts, verifications and
comparisons, and the recordation of differences required by rule 17a—l3 or in complying with
requirement for prompt payment for securities under section 8 of Regulanon T of the Board of
Governors :of the Federal Reserve System, because the Company, does not currently carry
securities accounts for customers or perform custodial functions relation to customer securities.

The management of the Company is responsible for establishing and mamtammg a system of
internal accountmg 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 control procedures and of the practices and
procedures ireferred to in the preceding paragraph and to assess whether those practices and
procedures can be expected to achieve the Commission's above-mentioned objectives. The
objectives of a system and the practices and procedures are to prowde 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 ﬁnanc1al statements in accordance with generally accepted accounting principles. Rule |7a-

S(g) lists addmona! objectives of the practices and procedures listed tn|the preceding paragraph.
|

i 200 West Adams Street - Suite 2211 - Chicago, Hllinois 60606-5208
' (312) 922 . 6600 (800) 922 - 6604 Fax (312)922 - 0’3]5

i www.liccar.com |
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Because of inherent limitations in any internal accounting control structure or the practices and
procedures referred to above, errors or irregularities may occur‘and not be detected. Also,

‘ prolectrorﬂ of any evaluation of them to future periods is subject to the risk that they may become

madequate because of changes in condmons or that the effectiveness|of their design and operation®
may deterlorate

Our consrderatron of the internal control structure would not necessanly disclose all matters in the
internal conlrol structure that might be material weaknesses under standards established by the
Amerlcanllnstltute of Certified Public Accountants. A material weakness is a condition in which

_the de51gn or operation of the specific internal control structure elements does not reduce to a

relatively low level the risk that errors or irregularities 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.

We understand that the practices and procedures that accomplish the objectives referred to in the

|
- second paragraph of this report are considered by the Commission to be adequate for its purposes

" should not:be used for any other purpose. .

l

in accordénce »\iuth the Securities Exchange Act of 1934 and related regulations, and that
practlces and procedures that do not accomplrsh such objectives in al‘l material respects, indicate a
material madequacy for such purposes. Based on this understandmg and on our study, we believe

" that the Companys practices and procedures were adequate at December 31, 2006 to meet the

!
Commission's objectives.
E * . i
This report is intended solely for the information and use of the |members, management, the
Securities |and Exchange Commission and the National Association of Securities Dealers and

. Chicago, Illmors; _ Certified Public Acc'ountants
February 23 2007 T =




