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OATH OR AFFIRMATION ’ ~

1, Angelo Mark Papalia , swear (or affirm) that, to the best of

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

of December 31 ~,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:

a9 B
4 7 Sjlgnature
President

Title

COMMONWEALTH OF PENNSYLYANIA

Notarial Seal .
Tittany M. Kauffman, Notary Public

This report ** contains (check all applicable boxes): Danville Boro, Montour Coun
i res Oct. 26, 2009
(a) Facing Page. My Commission Expi

. . .. ia Association of Notardes
(b) Statement of Financial Condition. Mombor, Pennsylvan

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition. 4

(e} Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

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

(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 Capital Under Rule 15c3-1 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
consolidation.

(I} An Oath cor Affirmation.

{m} A copy of the SIPC Supplemental Report.

{n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

0 doEpdRRBEED

O
o

** For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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INDEPENDENT AUDITOR’S REPORT
Fcbruary 26, 2007

To the Board of Directors and Stockholdcrs
Papalia Sccurities, Inc.

2 Walnut Street

Danville, PA 17821

We have audited the accompanying statcment of financial condition of Papalia
Securities, Inc. as of December 31, 2006, and the related statements of operations and
retained deficit and cash flows for the year then ended, that you are filing pursuant to
Rule 17a-5 under the Securitics Exchange Act of 1934. These financial statements arc
the responsibility of the Company’s management. Our responsibility is to express an
opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of Amcrica as established by the Auditing Standards Board of the
American Institutc of Certified Public Accountants. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financtal
statements are free of material misstatement. An audit includes consideration of internal
control over financial reporting as a basis for designing audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control over financial reporting, Accordingly,
we express no such opinion. An audit also includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements as well as assessing
the accounting principles used and significant estimates made by management, as well
as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the financial statements rcferred to above present fairly, in all material
respects, the financial position of Papalia Securities, Inc. as of December 31, 2006, and

the results of its operations and its cash flows for the year then ended, in conformity
with accounting principles generally accepted in the United States of America.

Respectfully submitted,

%/ /éé))

WILLIAM R. HOFFMANN, LTD.
Certified Public Accountants
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- ' PAPALIA SECURITIES, INC.
' STATEMENT OF FINANCIAL CONDITION
: DECEMBER 31, 2006

L%

ASSETS
CURRENT ASSETS:
Cash and cash equivalents $ 43,999
Due from broker dealers 38,901
Prepaid expenses 1,828
TOTAL CURRENT ASSETS $ 84,728
TOTAL ASSETS S 84,728
LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES:
Accounts payable and accrued expenses $ 28,268
Other current lLiabilities 1,076
TOTAL CURRENT LIABILITIES 7 $ 29,344
COMMITTMENTS AND CONTINGENCIES 0

STOCKHOLDERS' EQUITY:
Common stock, no par value, stated value $1 per share;

5,000 shares authorized, issucd and outstanding 5,000

Additional paid-in capital 106,797

Retained deficit (56,413)
TOTAL STOCKHOLDERS' EQUITY 55,384
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 84,728

See accompanying notes and accountants' report.
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL
ACCOUNTING CONTROL REQUIRED BY SEC RULE 17A-5

February 26, 2007

To the Board of Directors and Stockholders
Papalia Securities, Inc.

2 Walnut Street

Danville, PA 17821

In planning and performing our audit of the financial statements and supplemental
schedules of Papalia Securities, Inc. (the Company) for the year ending December 31,
2006, we considered its internal control, including control activitics for safeguarding
securities, in order to detcrmine our auditing proccdures 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 (or aggregate debits) and net capital under Rule 17a-3(a)(11) and for
determining compliance with the exemptive provisions of Rule 15¢3-3. Becausc the
Company does not carry sccurities 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 comparisons and recordation of differences required by Rule
17a-13.

2. Complying with the requirements for prompt payment for securitics 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
intcrnal 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 bencfits 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 objcctives 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 usc 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.
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To the Board of Directors and Stockholders
Papalia Securities, Inc.

February 26, 2007

Page 2 of 2

Because of inherent limitations in internal control or the practices and procedurcs
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 intcrnal 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 the specific internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud m
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employces 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 December 31, 2006, to meet the SEC’s objectives.

This report recognizes that it is not practicable in an organization the size of Papalia
Sccurities, Inc., to achieve all the divisions of duties and crosschecks generally included
in an internal control and that, alternatively, greater reliance must be placed on
surveillance by management.

This report is intended solely for the use of management, the Securities and Exchange
Commission, the National Association of Securities Dealers, Inc. and other regulatory
agencies that rely on Rule 17a5(g) under the Securities Exchange Act of 1934 in their
regulation of registered brokers and dealers and should not be used by anyone other than
those specified parties.

Respectfully submitted,

WILLIAM R. HOFFMANN, LTD.
Certified Public Accountants

WRH/alw




