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BOUS  LEEZP-URE PIRE VIENMA . VA 20182
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OATH OR AFFIRMATION

I JOEEPH th , swear (or affirm) that, to the best of

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

HUDEDON HOUSING et URITIES, LWL . as
of’mtﬁm@_ 7)\ , 20 QLQ . 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 accournt

classified solely as that of a customer, except as follows:

7T
/ Siznjture

LOO HO CECURITIES,

: ROBERT J. CASTANO Title L
NOTARY PUBLIC, State of New York , L.( ,
s No. 02CA5009567

p Qualified in New York County
Notary Public Commission Expires March 15, 0o I

This report ** centains {check all applicable boxes):

K] (a) Facing Page.

Zl (b) Statement of Financial Condition.

A () Swatement of Income (Loss).

B (d) Statement of Changes in Financial Condition. :

1 (e) Statement of Changes in Stockholders’ Equity or Pariners’ or Sole Proprietors’ Capital.

O (n Statement of Changes in Liabilities Subordinated 10 Claims of Creditors.

B (g) Computation of Net Capital.

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

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

DO ) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule I5¢3-1 and the
Computation for Delermination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

0 (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation,

£ (1) An Oath or Affirmation,

Y (m) A copy of the SIPC Supplemental Repon.

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

** For conditions of confidential ireatment of certain portions of this filing. see section 240.17a-5 fe)(3).
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Reznick Reznick Group, PC. Tel: (703) 744-6700

Group 8045 Leasburg Pike Fax: (703) 744-6701
Suite 240 Vww.t gznickgroup.com
Vienna, VA 22182-2737 ’

INDEPENDENT AUDITORS™ REPORT

To the Member of
Hudson Housing Securities LLC

We have audited the accompanying statement of financial condition of Hudson Housing Securities LLC, a
wholly-owned subsidiary of Hudson Housing Capital LLC, as of December 31, 2006. and the related statements of
income, changes in member’s equity and cash flows for the year then ended. These financial stmemems are the
responsibility of the Company's management. Qur responsibility is 10 express an opinion on these financial
statements based on aur audit.

We conducted our audit in accordance with auditing siandards generzlly accepted in the United States of
America. Those standards require that we plan and perform the audit 10 obtain reasonable assurance about whether
the financial statements are free of material misstalement.  An audit includes examining, on 2 test basis, evidence
supponting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimales made by management, as well as evaluating the overall financial statement
preseniation. We believe that our audit provides a reasonable basis for our opinion. '

In our opinicn, the financial statements referred 10 above present fairly, in all material respects. the
financial position of Hudson Housing Securities LLC as of December 31, 2006, and the resulis of its operations,
changes in member’s equily and its cash flows for the year then ended, in conformity with accounting principles
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 information contained on pages 12 through 15 is presented for purposes of additional analysis and is not
a required pan of the basic financial statements, but is supplementary information required by Rule 172-5 of the
Securities and Exchange Commission. 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 1aken as a whole,

February 185, 2007

Atlanta @ Baltimore @ Bethesda W Charlorte ® Chicago B Los Angeles B Sacramento B Tysons Corner




Hudson Housing Securities LLC
STATEMENT OF FINANCIAL CONDITION

December 31, 2006

ASSETS
Cash
Total assels
LIABILITIES AND MEMBER'S EQUITY
Liabilities

Accounts payable
Due 1o affiliate

Total liabilities
Member’s equity

Total liabilities and member’s equity

The accompanying notes are an integral part of this financial statement.

_6-

$ 460.103
) 460,103
s ‘4,770
56.742

61,5§2

358.59]

$ 46:0.I 03




Hudson i{ousing Securities LLC
STATEMENT OF INCOME

Year ended December 31, 2006

Revenue

Placement fees
Other

Total revenue

"Expense

Dues and filing fees
Professional fees
Occupancy

Salaries

Travel
Miscellancous

Total expenses

Net income

The accompanying notes are an integral part of this financial statement.
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$

1,2599.693
9.914

2,203
29,553
38,192

281.762
50,745
36,266

438.721

§70.886




Hudson Housing Securities LLC
STATEMENT OF CHANGES IN MEMBER'S EQUITY

Year ended December 31, 2006
i

Balance, December 3 1, 2005 S 7é5, 160
Distributions (1,257,455)
Nel income _ 8‘;'0‘.886
Balance, December 31, 2006 » s 398,591

The accompanying notes are an integral part of this financial statement.
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Hudson Housing Securities LLC
STATEMENT OF CASH FLOWS
Year ended December 31, 2006
Cash flows from operating activities
Reconciliation of net income to net cash provided by operating activities
Net income
Decrease in accounts payable
Net cash provided by operating activities
Cash flows from financing activities
Distributions
Advances from affiliates, net
Net cash used in financing activities
NET DECREASE IN CASH
Cash, beginning of year
Cash. end of year
Significant noncash investing and financing activities:

Fees receivable paid directly to Hudson and applied against due to affiliates

Fees receivable paid directly to Hudson and recorded as distributions

The accompanying notes are an integrat pan of this financial statement.

.9.

$ 870,886
(2.000)

868.886
(1,106.197)

204.776
(901.421)
(32,535)

492.638

) 460.103

$ 78.742

S 151.258

f—————]




Hudson Housing Securities LLC '
NOTES TO FINANCIAL STATEMENTS

December 31, 2006

Organization and Summary of Significant Accounting Policles

Hudson Housing Securities LLC (the “Company™). a Delaware corporation, is a wholly-owned subsidiary of
Hudson Housing Capital LLC (“Hudson™). The Company is registered as a broker-dealer with the Securities
and Exchange Commission ("SEC™) and is a broker-dealer member firm of the National Association of
Securitics Dealers (“NASD™). The Company remains in effect in perpetuity unless earlier terminated in
accordance with their respective Limited Liability Company Agreements.

Lse of estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the reported
amount of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenue and expenses during the reporting period. Actual results could
differ from those estimates.

Fees receivable

Fees receivable consists of placement fees due from affiliated investor limited partnerships.

Revenue recognition

The Company eams substantially all of its revenue through fees ¢amed in connection with the sale of limited
partnership interests in investmen! partnerships managed and syndicated by affiliates. Revenue is recognized
upon admission of limited partners in the affiliated investor limited paninership.

Related Party Agreements

Under an agreement with Hudson, certain operating and administrative costs incurred by the Company are paid
by Hudson on behalf of the Company. The agreement is renewed annually and revised as needed. Under the
Agreement, certain operating and administrative costs incurred by the Company will continue 1o be paid by
Hudsen, including such additional costs as salaries and occupancy costs which previously had not been charged
to the Company. The Company will reimburse Hudson for such cosis incurred on behalf of the Company.
During the year ended December 31, 2006, these services 1otaled $438,721. At December 31, 2006, $56,742 is
included in due to affiliate. .

Concentration of Credit Risk

At times during the year, cash balances exceed federally insured limits. Management believes the balances are
maintained in a credit-worthy institution.

Net Capital Requirements

The Company is in compliance with the net capital requirements of the SEC as well as the NASD. The

Company is subject 10 the SEC “Uniform Net Capital Rule,” which requires the maintenance of minimum net

capital, as defined, of $5,000 and requires that the ratio of aggregate indebtedness to net capital, as defined, not

exceed 15-to-1. Net capital and the related nel capital ratio may fluctuate on a daily basis. As of December 31,

2006, the Company had net capital of $398,591. The Company had indebtedness of $61,512 at December 31,

2006, and, accordingly, the ratio of aggregate indebtedness to net capital was .16-to-1 at December 31, 2006.
-10-
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Hudson Housing Securities LLC

COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1 OF THE
SECURITIES AND EXCHANGE COMMISSION

December 31, 2006

COMPUTATION OF NET CAPITAL '

Line
' 1. Total ownership equity from statement of financial condition S 398.591
5. Total capital and allowable subordinated liabilities 398,591

6. Deduction: Nonallowable assets -

——— —

10. Net capital S 398.591

There are no material differences in the computation of net capital between this audited report and the unaudited
Focus Report {Part IIA - Form X-17A-5).

-12-




Hudson Housing Securities LLC
COMPUTATION OF BASIC NET CAPITAL REQUIREMENT AND
COMPUTATION OF AGGREGATE INDEBTEDNESS UNDER RULE
15¢3-1 OF THE SECURITIES AND EXCHANGE COMMISSION

December 31, 2006

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Line

11. Minimum net capital required (6 2/3% of aggregate indebtedness)
12. Minimum dollar net capital requirement of reporting broker or dealer
13. Net capital requirement

14. Excess net capital

15. Excess net capital at 1000%

COMPUTATION OF AGGREGATE INDEBTEDNESS
19. Total aggregate indebtedness from statement of financial condition

20. Percentage of aggregate indebtedness to net capital

There are no material differences in the computation of net capital berween this audited report and the unaudited

Focus Report (Part I1A - Form X-17A-5).

-13-
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$

14.101
75.000
5.000
393.591

392.440

61.512

16%




EXEMPTION FROM REQUIREMENTS UNDER RULE 15¢3-3

The Company claims exemption under provisions of Rule 15¢3-3 under paragraph (k)(2)(i) and was in compliance

with the condition of such exemption.

The Company is not required to fumish information relating to possession or control requirements because it is

exempt from Rule 15¢3-3.

Hudson Housing Securities LLC

December 31, 2006

-14-




Hudson Housing Securittes LLC

SIPC ASSESSMENT

December 31, 2006

The Company, as a2 member of the Securities Investor Protection Corporation, has been assessed $154 for the year
ended December 31, 2006, This assessment has been paid as of December 31, 2006.

-15-




Reznick Reznick Group. PC. Tel: (703) 7446700
roup . 8045 Leesburg Pike Fax: {703) 743-8701
Suite 240 www.reznickgroup.com

Vienna, VA 22182-2737 )

INDEPENDENT AUDITORS' REPORT
ON INTERNAL ACCOUNTING CONTROL :
REQUIRED BY SEC RULE 17a-5 '

To the Member of | - ' i
Hudson Housing Securities LLC

In planning and performing our audit of the financial statements of Hudson Housing Securities LLC (the
“Company”) for the year ended December 31, 2006, we considered its internal control, including control activities
for safeguarding securities, in order to determine our auditing procedures for the purpose of expressing our opinion
on the basic financial statements and not 1o provide assurance on intemal 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 thal
we considered relevant 1o the objectives stated in Rule 17a-5{g), (1} in making the pericdic computations of
agpregate indebtedness and net capital under Rule 17a-3(11) and (2) procedures for determining compliance with
the exemptive provisions of Rule 15¢3-3. Because the Company does not carry securities accounts for customers or
perform custodial functions relating to customer securities, we did not review the practices and procedures followed
by the Company (1) in making the quarterly securities examinations, counts, verifications and comparisons, and the
recordation of differences required by Rule 17a-13; (2) in complying with the requirements for prompt payment for
securities under Section 8 of Regulation T of the Board of Govemnors of the Federal Reserve System; and (3)
obtaining and maintaining physical possession or control of all fully paid and excess margin securities of customers
as required by Rule 15¢3-3.

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 fulfilling this responsibility, estimates and
judgments by management are required 10 assess the expected benefits and related costs of internal control policies
and procedures 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 dispasition and that transactions are executed in accordance with management's authorization
and recorded properly to permit preparation of financial statements in accordance with accounting principles
generally accepted in the United States of America. Rule 17a-5(g) lists additional objectives of the practices and
procedures listed in the preceding paragraph. . '

Because of the inherent limitations in internal control or the practices and procedures referred to nbove,
errors 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 intemnal 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 eror 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 functions. However, we noted no matiers
involving intemal control, including control activities for safeguarding secutities, thal we consider to be material
weaknesses as defined above. :

-16-
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astd Reznick
it Group

We understand that practices and procedures that accomplish the objectives referred o in the second
paragraph of this report are considered by the SEC to be'adequate for its purposes in accordance with the Securities
and 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 swudy, 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 member, management, the Securities and
Exchange Commissicn and other regulatory agencies which rely on Rule 17a-5(g) under the Securities and

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.

Vienna, Virginia é ? ¢ é M \PC
February 15, 2007

T . END




