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A - OATH OR AFFIRMATION

I, ‘C/l ﬂ \Z\\ (\Q\ , swear (or affirm) that, to the best of

my knowledge and belief the accompanying ﬁm)mal statement and supporting schedules pertaining to the firm of

S MoV reoldies L. , as
of \\,6,(‘ e,f‘ﬂ\f)efz_ 2\ _ .20 gig , 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:
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Signature
Lontoultes
itle

otary TERRY A TEAL

MY COMMISSION EXPIRES
August 5, 2010

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

E/[a) Facing Page.

(b) Statement of Financial Condition.

EI/ {c) Statement of Income (Loss).

O (d) Statement of Changes in Financial Condition.

E/(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sele Proprietors’ Capital.

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

& {g) Computation of Net Capital.

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

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

O () 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,

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

() An Oath or Aff'rmatlon
O (m) A copy of the SIPC Supplemental Report.
00 (n) Areport 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).




MELTON & MELTON, LL.P.

CERTIFIED PUBLICACCOUNTANTS

' RE_P'ORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

‘March 28, 2007

To the Member of
Eltekon Securities, LLC

"We have audited the accompanying statement of financial condition of Eltekon Securities,
LLC (the “Company”) as -of December 31, 2006, and the related statements of opcratlons
changes in membcr s equity, and cash flows for the year 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 audit.

We conducted our audit 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 éxamining, 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 audit provides 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 Eltekon Securities, LLC at December 31, 2006 and the results
of its operations and its cash flows for the year then ended in confomnty with accountmg
principles generally accepted in the Umted States of America. :

Our audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as|a whole. The information contained in Schedule I is presented for purposes
of additional analy51s and is not a required part of the basic financial statements, but is °

'~ supplementary information required by Rule 17a-5 under the Securities Exchangc Act of 1934,

Such information has been sub]ected to the auditing procedures applied in the audit of the basic
financial statementsmnd in our opinion, is fairly stated in all material respects in relanon to the

basic financial statemcnts taken as a whole.
Mk ptde L.t P
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ELTEKON SECURITIES, LLC
* STATEMENT OF FINANCIAL CONDITION
' December 31, 2006 '

ASSETS

Cash and cash eqt}xivalents
Accounts receivable
Prepaid expenses and other

LIABILITIES AND MEMBER’S EQUITY

Liabilities: . ,
Accounts payable - trade
Payable to clearing broker
Accounts payable - affiliate

" Accrued commissions
Total liabilities

Commiitments and Contingencies

Member’s Equity: .
Contributed capital $137,636
Accumulated deficit (45.433)

(See Notes to Financial Statements).
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$126,215
28,295
10,922

5165432

$° 3,378
. 49,995
4,396 .
15,460
73,229

92,203




ELTEKON SECURITIES, LLC

STATEMENT OF OPERATIONS

For the Year Ended December 31, 2006

Revenues:

Mutual fund trailing fees
Management fees
Commission fees
Management fee waiver

. Interest

Expenses:

Clearing and execution expense
Registration fees

Professional fees

Commissio‘!ns, salaries, and payroll expenses
Management fees

Other expenses

Net income

(See Notes to Financial Statements)
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$ 23,188
17,032
18,100

278,869
12,000
41,222

$ 10,995
67,969
328,969
10,527

3.023

421 483

390,411




! ELTEKON SECURITIES, LLC :
STATEMENT OF CHANGES IN MEMBER’S EOUI’I‘Y
For the Year Ended December 31, 2006 -

Total‘ .

Contributed Accumulated  Member’s -
Capital —_Deficit Equity
Balance at Decem'i)er 31, 2005 $124,636 $(76,505) $48,“1‘3‘1 .
Forgiveness of related party debt 13,000 _ | 13,000
Net income . 31,072 _Z%_l,_m _
Balance af December 31, 2006 ' m - $(45433) M

(See Notes to Financial Statements)
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ELTEKON SECURITIES, LLC
STATEMENT OF CASH FLOWS
For the Year Ended December 31, 2006

Cash Flows froni Operating Activities: ,
Net incomé:- | o $ 31.072
Adjustments.to reconcile net income to net
. cash provi‘lded by operating activities:

Accounts receivable . , ' 6,268
' Prepaid expenses and other " (1,154)
Accounts payable - trade ‘ ‘ _ (13,862) .
Payable to clearing broker ' 6,583
Affiliate accounts 6,296
Accrued commissions , . —(6.141)
 Total adjustments - : : (2,010)
| Net cash provided by operating L
' activities . - 29.062

. i . .
Cash Flows from Financing Activities:

Proceeds from related party 13,000
Net cash provided by financin : '
activities : 13,000
Increase in cash and cash equivalents 42,062
Cash and Cash Equivalents, beginning of year . 84,153
- Cash and Cash Equivalents, end of year m

(See Notes to F inancial Statements)
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ELTEKON SECURITIES, L1LC
NOTES TO FINANCIAL STATEMENTS
December 31, 2006

.NOTE 1 - ORGANIZATION'AND SIGNIFICANT ACCOUNTING POLICIES

: Nature of Organization and Operations

E]tekon Securities, LLC (the “Company”) is a Texas limited l1ab1]1ty company
formed on December 18, 2000. The Company is a broker-dealer registered with the Securities
and Exchange Commnssmn (“SEC™) and various states, and is a member of the Natlonal
Association of Sccuntlcs Dealers (“NASD”). As an introducing broker-dealer, the Company
‘does not hold customer funds or securities; however, it will clear all customer transactions ona .

~ fully disclosed baSlS through a clearing broker

The Company is a wholly owned subsidiary .of E]tekon Financial, LLC-(“EF”), who
is the parent and sole member. The Company and its parent rely on contributions from investors -

to fund operatlons Eltekon Holdings, LLC (“EH"), the parent of EF, has entered into a funding .
"agreement with 1ts members on January 1, 2007 providing that the members will fund any capital

requirements of the Company through the year ended December 31, 2007.
|

Revenue Recognition

Comrhission fees are revenues from securities transactions and are recorded ona
trade-date basis. Mutual fund trailing fees are accrued monthly as earned. Management fees
represent fees charged to customers whose accounts are managed by the Company.

Clearing and Execution Expense

Cleanng and execution expense represents charges paid to the clearing broker for
the execution of trades for customers of the Company- and its affiliate. These. charges are

‘recorded on a trade-date basis.
| .

Accounts Receivable

Accounts receivable include commissions on 2006 trades that were not yet recelved
at December 31, 2006

Cash and Cash‘Equivalents

The Company considers cash and cash equivalents to include cash on hand and in
banks and other short-term highly liquid instruments with original maturities of three months or

less. .

Payable to Clearlng Broker

Payable to clearing broker represents the amount due for clearmg, execution, ‘and -
sundry charges. :
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ELTEKON SECURITIES LLC
NOTES TO FINANCIAL STATEMENTS (CONT]NUED)
December 31, 2006

NOTE 1 - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED) :

Income Taxes
The Company, EF, and EH are treated as partnerships for federal income tax

purposes. Consequently, federal income taxes are not payable by, or provided for, the Company..
The members of EH are taxed individually on the Company’s earnings. The Company’s net

_income or loss is alllocated among the members in accordance with the regulations of EH.

Estimates

The preparation of financial statements in conformity with accounting principles

- generally accepted in the United States of America requites management to make estimates and

~: assumptions that aﬁ'ect the reported amounts of assets and liabilities and disclosure of contingent
~ assets and llabllltles at the date of the financial statements and the reported amounts of revenues
“and expenses durmg the- reporting period. Actual results could differ from those estimates.

Management bchevcs that these estimates and assumptions provide a reasonable basis for the fair

presentation of the ﬁnanc1a] statements.
’ '

NOTE 2-- MANACEMENT AGREEMENT

The Company and an affiliate have a management agreement in which the affiliate agrees

- to pay certain overhead expenses of the Company. The Company is also requared to pay a

management fee of $1,000 per month; however, the affiliate has elected to waive a portion of

these fees. The waived amount is. included in revenues on the accompanying statement of

operations.
NOTE 3 - 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 cap1ta] both as defined, shall not exceed 15 to 1-
(and the rule of the |apphcable exchange also provides that equity capital may not be withdrawn

_or cash dividends pald if the resulting net capital ratio would exceed 10 to 1). At December 31,

2006, the Company’ s ratio of aggregate indebtedness to regulatory net capital was .90 to 1 and its
regulatory net capltal of $81,281 was in excess of the minimurn net capital required of $50,000.

Proprictary accounts held at the clearing broker (PAIB Assets) are considered allowable'
assets in the computatlon of net capltal pursuant to an ag’reement between Eltekon Securities,
LLC and the cleanng broker which requires, among other things, that the clearing broker perform
a computation of PAIB Assets similar to the customer reserve computation set forth in Rule
15¢3-3.
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ELTEKON SECURITIES LLC :
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
December 31, 2006

NOTE 4 - SUBORDINATED LIABILITIES

.. There were no 11ab111t1es subordinated to claims of general creditors at any time dunng the
year ended December 31, 2006. '

NOTE 5- COMIVIITMENTS AND CONTINGENCIES

The Company and the clearing broker, through which accounts are introduced, attempt to
control the risks assoc1ated with customer activities by limiting customer accounts to-only cash-
type ‘accounts and monitoring for prompt customer payments in accordance with, varicus
regulatory gu1dc11nes The Company maintains’a $25’000 _deposit account with the c]earmg
broker to secure its obligation to fund any losses incurred by the clearing broker on customer
transactions.

"NOTE 6 - 0M]SSION OF CERTAIN SCHEDULES

. The schedulcs “Computation for Determination of Reserve- Requirements,”. pursuant to
Rule 15¢3-3 and |specified by Rule 17a-5(d)(3), and “Information Relating to Possession .or
Control of Securities,” as specified by Rule 15¢3-3 and Rule 17a-5(d)(3), were both omitted and
not required inasmuch as the Company operates pursuant to the exemptive provisions of SEC
Rule 15¢3- 3(k)(2)(u) The Company is an introducing broker-dealer and clears all transactions
for customers on a fully disclosed basis with a clearing broker who carries all of the customer.
accounts.

NOTE 7 - FORGIVENESS OF RELATED PARTY DEBT

Thc Company incurred debt with a related party dunng 2006. Based on a decision made

by management of the related party and the Company, the debt will not be repaid. In accordance

with accounting principals generally accepted in the United States of America, the forgiveness of-
related party debt has been treated as a capital transaction by increasing paid-in capital.
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SCHEDULE I

. ELTEKON SECURITIES LLC
COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1 OF THE
! SECURITIES AND EXCHANGE COMMISSION
As of December 31, 2006

:Net capital

- Total member’s equity ' $ 92,203

Deductlons and/or charges:
Nonallowab]e assets: 7 ' : '
' Prepaid expenses and other (10.922)

Net capital - ' _ ' ‘ | $ 81,281

. Aggregate indebtedness:

Items included in statement of financial condition:

' Accounts payable _ : : w

Total aggreéat_e indebtedness =~ . : : 373,229
Coiﬁputation of l')‘:asic net capital requirement:

Minimum net capital required . $ 50,000

Exéess net capitai at 1,500 percent - 7 .M

- Excess net ca.pitali at 1,000 percent - | § 73,958

‘Ratio: Agg.regate;indebtedness to net capital | _ : M

There are no rectf)ﬁciling items between net capital calculated above and the Company’s
computation (incluclled in Part II of Form X-17A-5 as of December 31, 2006).
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Q MELTON & MELTON, LL.P

CERTIFIED PUBLICACCOUNTANTS

"REPORT ON INTERNAL'CONTROL

March 28, 2007

To the Member of
‘Eltekon Securities, LLC

In planning and performing our audit of the financial statements and supplemental
schedule of Eltekon Securities, LLC (the “Company”) as of and for the year ended December 31,
2006, in accordance with auditing standards generally accepted in the United States of America,
we considered the/Company’s internal control over financial reportmg (internal control) as a basis

for designing our auditing procedures for the purpose of expressing our opinion on the ﬁnanclal

statements, but not for the purpose of expressing an opinion on the effectiveness of the
Company’s internat control. Accordmg]y, we do not express an opinion on the effectiveness of
the Company’s internal control.

Also, as required by Rule I7a-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 safeguarding securities. This study included tests of such
practices and procedures that we considered relevant to the objectives stated in Rule 17a- S(g) in
making the penodlc 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. Because the Company does not carry securities accounts for customers or perform_ .

custodial functions relatmg to customer securities, we did not review the practlces and procedures
followed by the Company in any of the fo]lowlng ~

1. Making quarterly securities examinations, counts, verifications, and compansorts
and recordation of differences required by rule 17a-13.

2. Compiying 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. o

The management of the Company-is respon51ble for establishing and maintaining 1nternal

" control and the practrces 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 Company has responsibility are safeguarded against loss from
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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 accounting- pI’lIlClplf:S generaily 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 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 effectiveness of their design and operation may deteriorate.

A control ideﬁciency 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 combmat]on of control deficiencies, that adversely affects the entity’s ability to
initiate, authorize, record, process, or report financial data reliably in accordance with accounting
principles ‘generally accepted in the United States of America 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 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 paragraphs 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 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 member, management, the
SEC, National Association of Securities Dealers 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. _
Tl Wl L P

END
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