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OATH OR AFFIRMATION

I, William H. Van Pelt, IV , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Mid-Continent Securities Advisors, Ltd. , a8

of December 31, ,20 06, are true and correct. | further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprictary interest in any account

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

P 7
NELDA J. HEBERT M&MM
MY COMMISSION EXPIRES Signature

Managing Member of Geperal Partner
Title

'WM@WM

Notary Public

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

XX (a) Facing Page.

X3 (b) Statement of Financial Condition.

XX (c) Statement of Income (Loss).

ﬂ (d) Statement of Changes in Financial Condition.

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

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

fX (g) Computation of Net Capital.

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

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

ﬁ () 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.

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

' consolidation,

XX (1) An Oath or Affirmation.

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

O (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 treatment of cerrain portions of this filing, see section 240.17a-5(e){3).
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First Financial Bank Building
400 Pine Street, Suite 600
Abilene, Texas 79601-5128

Office (325) 672-4000

Davis, Kinard & Co.,P.C. ' Tgxogsazg&ggzzgoag
Certified Public Accountants- ’

INDEPENDENT AUDITOR'S REPORT

To the Partners
Mid-Continent Securities Advisors, Ltd.
Houston, Texas

We have audited the accompanying statements of financial condition of Mid-Continent Securities Advisors, Ltd. (a Texas
- Limited Partnership) (the “Partnership™) as of December 31, 2006 and 2005, and the related statements of income,
changes in partners’ capital and cash flows for the years ended December 31, 2006 and 2005, that you are filing pursuant
to rule 17a-5 under the Securities Exchange Act of 1934. These financial statements are the responsibility of the
Partnership’s management. Qur 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 of America.
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 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
Mid-Continent Securities Advisors, Ltd. as of December 31, 2006 and 2005, and the results of its operations and its cash
flows for the years ended December 31, 2006 and December 31, 2005 in conformity with accounting principles generally
accepted in the United States of America.

Qur audit was made for the purpose of forming an opinion on the basic financial statements taken as a whole. The
information contained in Schedules ] and I on pages 9 and 10 is presented for purposes of additional analysis and isnot 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.

| M:,//ém PQD,/C)-L.

DAVIS, KINARD & CO., P.C

Abileﬁe, Texas
February 20, 2007 o



~ MID-CONTINENT SECURITIES ADVISORS, LTD.
STATEMENTS OF FINANCIAL CONDITION
DECEMBER 31, 2006 AND 2005

. ASSETS :
. 2006 2005

ASSETS: : :

Cash and Cash Equivalents $ 84,305 107,651

Notes Receivable 164,209 102,778
TOTAL ASSETS . . § 248514 210,429

LIABIL[TIES AND PARTNERS' CAPITAL

LIABILITIES ) ' 5 -
COMMITMENTS AND CONTINGENCIES
PARTNERS' CAPITAL : - 248,514 210,429
TOTAL LIABILITIES AND PARTNERS' CAPITAL 5 248,514 . 210,429

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



* MID-CONTINENT SECURITIES ADVISORS, LTD.

STATEMENTS OF INCOME

FOR THE YEARS ENDED DECEMBER 31, 2006 AND 2005

REVENUES:
Fee Income

GENERAL AND ADMINISTRATIVE EXPENSES:
Office Rent :
Professional Fees
Subscriptions and Membership Dues

Total General arid Administrative Expenses
INCOME FROM OPERATIONS

OTI{ER INCOME (EXPENSE):
Inlterwt Income
Realized Gains on Sale of Investment Contract

" Total Other Income {Expense)

NET INCOME

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

- _ 3

i
v

2006 2005

41,235 36,246
6,000 6,000
10,247 7,681
811 700
17,058 14,381
24,177 21,865
2,416 13,063
21;492 -
23,908 3,063
48,085 24,928




o .
.
. .
r
- +

. i : '
Balance, December 31, 2004
Net Income
Balance, December 31, 2005

Net Income

Contributions }
Distributions

Balance, December 31, 2006

The accompanying notes arc an integral
part of these financial statements.

MID-CONTINENT SECURITIES ADVISORS, LTD.
; STATEMENTS OF CHANGES IN PARTNERS' CAPITAL
' FOR THE YEARS ENDED DECEMBER 31, 2006 AND 2005

General Limited
Partner Partner Total
. L8553 183,646 § 185,501‘
249 24,679 24,928
2,104 - 208,325 210,429'
48] 47,604 - 48,085
100 9,500 10,000
(200) (19,800) {20,000)
2485 % 246,029 8 248,514




o 'MID-CONTINENT SECURITIES ADVISORS, LTD.
, , STATEMENTS OF CASH FLOWS -
FOR THE YEARS ENDED DECEMBER 31, 2006 AND 2005

; 2006 2005
CASH FLOWS FROM OPERATING ACTIVITIES: . ’ -
. Net Income ' $ 48,085 § 24,928
Realized Gain on Sale of Investment Contract ~ {21,492)
Accrued Interest Added to Note Receivable - (1,909) ’ {(2,778)
} . S
Net Cash Flows Provided by Operating Activities - 24,684 22,150
CASH FLOWS FROM INVESTING ACTIVITIES: ,
Proceeds from Sale of Investment Contract _ 124,270 -
Notes Receivable Advances _ (162,300) . -
Net Cash Flows Used in Investing Activities (38,030) -
CASH FLOWS FROM FINANCING ACTIVITIES:
Capital Contributions Reccived from Partners 10,000 -
Capital Distributions Made to Partners {20,000) -
" Net Cash Flows Used in Financing Actvities = - ~ ' (10,000} _ -
NET CHANGE IN CASH AND CASH EQUIVALENTS - - (23346) 22,150
I . .
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 107,651 85,501

CASP;I AND CASH EQUIVALENTS, END OF YEAR 5 84,305 " § _ 107,651

The accompanying notes are an integral
part of these financial statements.
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MIiD~CONTI_NENT SECURITIES ADVISORS, LTD.
Notes to the Financial Statements

NOTE 1: ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

b

Organization and Nature of Business Activity

Mid-Continent Securities Advisors, Ltd. (the “Partnership™) was organized on April 2, 2002 under the laws of
the State of Texas to engage solely in the business as a registered broker-dealer.

As of December 31, 2006, the general partner has a 1% partnership interest and the limited partner a 99%
partnership interest. The Partnership terminates on December 31, 2012, unless terminated at an earlier date as
provided for in the Partnership Agreement, '

This summary of significant accounting policies of the Partnership is presented to assist in understzanding the
financial statements. The financial statements and notes are representations of management, who are
responsible for their integrity and objectivity. These accounting policies reflect industry practices, conform to
accounting principles generally accepted in the United States of America and have been consistently applied in
the preparation of the financial statements. The following items comprise the significant accounting policies of
the Partnership. '

Basis of Accounting

The Partnership maintains its accounts on the accrual basis of accountmg in accordance with accounting
principles generally accepted in the United States of America. Accounting principles followed by the
Partnership and the methods of applying those principles, which materially affect the determination of financial
position, results of operations and-cash flows are summarized below.

Fee Income

/
All trades clear through an independent clearing broker. As such, the Partnership does not receive or deliver
securities or funds for any of its customers. The Partnership recognizes fee income on a trade date basis..

Estimates

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

Cash and Cash Equivalents

Cash and cash equivalents include cash on hand, cash in banks and all short-term, highly liquid investments
which are readily convertible into cash and have a maturity when purchased of three months or less.

Cash Concentration

The Partnership maintains cash balances in various financial institutions. At December 31,2006, these ‘balances
did not exceed the $100,000 FDIC insurance limit. -

Income Tax
_Federal income taxes are not payable by, or provided for, the Partnership. Partners are taxed individually on

' their share of partnership eamnings. Partnership net revenue is allocated among the Partners i in accordance with
the Partnership Agreement, -
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MID-CONTINENT SECURITIES ADVISORS, LTD.
Notes to the Financial Statements

NOTE 2: PARTNERSHIP AGREEMENT
The following are some of the signiﬁcani terms of the Partnership Agreement:

Management

The General Partnier, MCSALGP, LLC, except as otherwise expressly stated or provided in the Partnership

Agreement and subject to the approval of the limited partner to the extent required by the Partnership
" Agreement, shall have the sole and exclusive right to manage the business of the Partnership.:

Liability of Limited Partner

The liability of the limited partner to the Partnership shall be iimited to the difference between the Limited
Partner’s capital contributions as actualiy made and that stated in the initial offering certificate as having been
made; provided, however, that when the limited partner has received the return in whole or in part of his capital
contribution, he shall nevertheless be liable to the Partnership to the extent required by law for any sum, not in
excess of such return with interest at the legal rate thereon, necessary to discharge the Parinership’s liabilities to
all creditors who extend credit or whose claims arose before such retun, and who have not waived this
provision in whole or in part. ‘ ' :

General Allocation of Income and Expenses

Net income and losses shall be allocated one percent to the general partner and ninety-nine percent to the
* limited partner,

Special Allocation of Income and Expenses

To the extent that an allocation of losses would cause a limited partner to have an adjusted capital account
deficit at the end of any fiscal year, then, those losses shall be allocated 100% to the general partner. If losses
have been allocated pursuant to the terms of the agreement, then profits shall be allocated 100% to the general
partner until the aggregate profits allocated to the general partner for the fiscal year end and all previous years is
equal to the aggrepate losses allocated to the general partner for all fiscal years.

Payment of Distributions

The general partner shall make distributions from time to time, by majority vote of the general partner, cause the
Partnership to distribute cash or property to the partners as a return of capital. Distributions need not to be
made in accordance with the partners’ units or capitat accounts. Rather, distributions can be made to any
partner, in the general partner’s discretion, including itself, as long as that distribution is designated as a return
of capital, provided, however, that the distributions may be made only to a partner to the extent of the positive
balance in that partner’s capital account. )

NOTE 3: RELATED PARTY TRANSACTIONS

Under terms of a formal agreement, the Partnership pays $500 monthly to the limited partner for rent and
- certain administrative services. The monthly payment is not necessarily indicative of the costs that would have

been incurred had the Partnership been a separate and independent partnership. During the year ended
" December 31, 2006, the Partnership paid $6,000 to the limited partner.

In May 2006, the Partnership advanced $28,800 to a related party in return for a promissory note. The note is
unsecured and interest due on a monthly basis at 4.85%. Principal and accrued interests are due on May 3, 2009.
As of December 31, 2006, the Partnership is owed $29,715, which includes $931 of accrued interest.

In June 2006, the Partnership advanced $33,500 to a related party in return for a promissory note. The note is
unsecured and interest due on a monthly basis at 4.99%. Principal and accrued interest are due on June 1, 2009.
As of December 31, 2006, the Partnership is owed $34,475, which includes 3975 of accrued interest.

7
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MID-CONTINENT SECURITIES ADVISORS, LTD.
Notes to the Financial Statements

NOTE 3: RELATED PARTY TRANSACTIONS (CONTINUED)
i

In December 2006, the Partnership advanced $100,000 to a related party in return for a promissory note. The
note is unsecured and interest due on a monthly basis at 5%. Principal and accrued interest are due on
December 31, 2007. As of December 31, 2006, the Partnership is owed $100,028, which includes $28 of
accrued interest.

NOTE 4: INVESTMENT IN CONTRACT

During the year ended December 31, 2006, the Partnership sold its investment in a contract, held by a related
party and previously classified as a note receivable on the Partnership’s balance sheet, for a realized gain of
$21,492. .

NOTI*EZ 5: BUSINESS CONCENTRATION

. During the year ended December 31, 2006, two customers accounted for 91% of revenues; during 2005, two
customers accounted for 98% of revenues. :

NOTE 6: NET CAPITAL REQUIREMENTS

The Partnership 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 te 1 (and the rule of the “applicable™ exchange

also provides that equity capital may not be withdrawn or cash dividends paid if the resulting net capital ratie

would exceed 10to 1). At December 31, 2006, the Partnership had net capital of $84,305, which was $59,305
' - in excess of its required net capital of $25,000. Additionally, the Partnership’s had no aggregate indebtedness;
+ therefore, the net capital ratio was $0.
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MID-CONTINENT SECURITIES ADVISORS, LTD.

SCHEDULE I - COMPUTATION OF AGGREGATE INDEBTEDNESS AND NET CAPITAL

IN ACCORDANCE WITH RULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION

Aggregate Indebtedness:

Total liabilities from statement of financial condition

Net Capital:

Partners' capital from statement of financial condition

Non ailowable assets

NET CAPITAL

Computation of basic net capital requirement:

Minimum net capital required (6-2/3% of aggregate '

indebtedness)
Minimum dollar net capital requirement
Excess capital

Excess capital at 1000%

Ratio: .
Aggregate indebtedness to net capita

-

kY -
248,514
(164,209)
5 84,305
g _
25,000
59,305
§'___ 84305

Note: There are no material differences between the above computation and the computation of net capital as of
December 31, 2006 previously filed by Mid-Continent Securities Advisors, Ltd. on Form X-17A-5.

- See Independent Auditor's Report.
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.+ MID-CONTINENT SECURITIES ADVISORS, LTD.
SCHEDULE II - COMPUTATION FOR DETERMINATION OF RESERVE
REQUIREMENTS PURSUANT TO RULE 15¢3-3
DECEMBER 31, 2006

Mid-Continent Securities Advisors, Ltd. does not effect 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.

See ln"dcpendent Auditor's Report.
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First Financial Bank Building
400 Pine Street, Suite 600
Abilene, Texas 79601-5128

. Office (325) 872-4000
Davis, Kinard & Co., P.C. o 800 580 2525
Certified Public Accountants '

INDEPENDENT AUDITOR'S REPORT ON INTERNAL
ACCOUNTING CONTROL REQUIRED BY SEC RULE 17a-5

To the Partners
Mid-Continent Securities Adwsors Ltd.
Houston, Texas

' Inplanning and performing our audit of the financial statements and supplemental schedules of Mid-Continent Securities

Advisors, Ltd. (the “Partnership”), as of and for the year ended December 31, 2006, in accordance with the auditing

_ standards generally accepted in the United States of American, we considered the Partnership’s interna! control over

financial reporting (internal control) as a basis for designing out auditing procedures for the purposc of expressing our

opinion on the financial statements, but not for the purpose of expressing an opmlon on the effectiveness of the
Partnership’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 Partnership including consideration of control activities for safeguarding
securities. This study included tests of compliance with such practices and procedures that we considered relevant to the
‘objectives stated in rule 17a-5(g) in the following: in making the periodic computations of aggregate indebtedness (or
_ aggregate debits) and net capital under rules 17a-3(a)(1 1) and for determining compliance with the exemptive provisions
of rule 15¢3-3. Because the Partnership does not carry securities accounts for customers or perform custodial functions
relating to customer securities, we did not test compliance with the practices and procedures followed by the Partnership

in any of the following:

I. Making the quarterly securities examination, counts, verifications, and compansons and the recordation of
, differences required by rule 17a-13%

2. Complying wnh the requlrements for prompt payment for securities under Section 8 of Federal Reserve
Regulation T of the Board of Govemors of the Federal Reserve System
Thc management of the Partnership is responsible for estabhshmg 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 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 Partnership 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 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.

Because of inherent limitations in internal control or 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 inadequate because of changes in conditions or that the effectivencss 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
normal 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, 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..
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To the Partners -
Mid-Continent Securities Advisors, Ltd.
Page 2 :

A material 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
internal control. '

. | . . ) _
Our consideration of internal control was for the limited purpose described in the first and second paragraph and would

not necessarily identify all deficiencies in internal control that might be material weaknesses. We did not identify any
deficiencies in internal control and control activities for safeguarding securities that we consider to be material
weaknesses as defined above.

We ufiderstand 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
Partnership’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 rety 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.

Dw;(w/kca, 23

: ‘ . DAVIS, KINARD & CO., P.C.

Abilen:e, Texas
February 30, 2007




