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| OATH OR AFFIRMATION ‘
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I, Raymond ‘E. Jennison , swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supportmg schedules pertaining to the
firm of First Canterbury Securities, Inc. , as of December 31 , 2006, are

true and correct. I further swear (or affirm) that neither the company nor any partner, proprietor, principal ofﬁcler
or directori has any proprietary interest in any account classified solely as that of a customer, except as follows: I
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i Pt DEBORAH G, MEANS - Signafure

po! ="’,i ".ﬁ NotaM;yPubﬁc.Stmaoleas

s Www¥  SEPT. 12, 2009 Pyesident and Chi xecutive Officer
Title

{a) Facing page.

{b) Statement of Financial Condition.

{c} Statement of Income {Loss).

{d) Statement of Cash Flows

(e} Statement of Changes in Stockholder’s Equity or partners’ or Sole Propnetor s 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.

() 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 15¢3-1 and the
- Computation for Determination of the Reserve Requitements 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 con-
~ solidation. |

{I) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.
{n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

(0) Independent auditor’s report on internal control
! |

f
|
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*TFor ‘conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e}{3).
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CERTIFIED PUBLIC ACCOUNTANTS
& CONSULTANTS

(7 (CFe¢ Co, LLP

INDEPENDENT AUDITOR'S REPORT

Board of Directors
First Canterbury Securities, Inc.

We have audited the accompanying statement of financial condition of First Canterbury Securities,
Inc., as of December 31, 2006, and the related statements of income, changes in stockholder’s
equity, changes in liabilities subordinated to claims of general creditors, 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 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
mgmﬁcant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit prowdes 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 First Canterbury 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.

Our audit was made for the purpose of forming an opinion on the basic financial statements taken
as a whole. The information contained in the Schedules I and Il is presented for purposes of
additional analysis and is not 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.

LLy lo, LLP
CF & Co., L.L.P.

Dallas, Texas
March 20, 2007

14175 Proton Road » Dallas, Texas 75244-3604 » Phone: 972-387-4300 » 800-834-8586 » Fax 972-960-2810 » www.cfllp.com

MEMBERS: AICPA « CENTER FOR PUBLIC COMPANY AUDIT FIRMS OF THE AICPA, TSCPA, EBPAQC
CPAMERICA INTERNATIONAL AN AFFILIATE OF HORWATH INTERNATIONAL, REGISTERED WITH THE PCAOB




FIRST CANTERBURY SECURITIES, INC.
. Statement of Financial Condition
December 31, 2006

; ASSETS

Cash and cash equivalents
Due frorn broker/dealer

Other receivables
Securitie$ owned - marketable, at market value

Prope"ny,‘ equipment and leasehold improvements, at cost,
net of accumulated depreciation

Toftal Assets

]
1

l . LIABILITIES AND STOCKHOLDER'S EQUITY
f .
Liabilities:

Acclounts payable - trade

Bank overdraﬁs

Notes payab]e

Payable to related party

Oth[er .

Tbtal liabilities
| {
Stock?holder's equity:
Common stock, par value, $1 per share, 100,000 shares
authorlzed, 1,000 shares issued and outstandmg
Addltlonal paid-in capital
Retamed earnings

Tlotal stockholder's equity

! : Page2

$ 112
21,741
4279
350,140

18,598

'$ 394,870

$ 1,871
8,161
12,508
5,122

6,823

34,485

1,000
55,682

303,703
360,385

5304870

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




Lo FIRST CANTERBURY SECURITIES, INC.
Statement of Income
For the Year Ended December 31, 2006

Revenues:

Commissions $ 233,355
Inte;restl income 263
Dividend income 757
Gaih (10ss) on security trading 66,678
Gail‘n (10ss) on disposal of assets (7,578)
}
Total revenues | 293 475
Operating expenses:
Cm:npensation and benefits 78,171
Commissions and clearance paid other brokers 78,995
Cor!nmunications _ 1,244
Occ;:ungmcy and equipment expense 2,496
Promotional expense 21,559
Interest expense 1,130
Re'gulaftory fees 1,876
Oﬂ'{lﬁl’ i
TotaIr expenses : 264,654
28,821

oo
Net 1’nc0’me before income tax

i
bl L .
Provision for income taxes 839

L

i -
Net income $ 27,982

F
|
I
|
The accompanying notes are an integral part of these financial statements.
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FIRST CANTERBURY SECURITIES, INC.

Statement of Changes in Stockholder's Equity
For the Year Ended December 31, 2006

|
| | Additional
' Common Stock Paid-in Retained
l . Shares Amount Capital Earnings Total
Balance at
Decc:ember 31, 2005 1,000 $§ 1,000 § 55,682 $ 275,721 $ 332,403
I |
Net income -- -- -- 27,982 27,982
Balance ﬁt

December 31, 2006 1,000 $ 1,000 § 55682 $303,703 § 360,385

The accompanying notes are an integral part of these financial statements.
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FIRST CANTERBURY SECURITIES, INC.
Statement of Changes in Liabilities Subordinated
to Claims of General Creditors
For the Year Ended December 31, 2006

Balanlce at December 31, 2005 $
v lncrleases
oo
Decreases
Balance ét December 31, 2006 $.

The accompanying notes are an integral part of these financial statements.
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FIRST CANTERBURY SECURITIES, INC.
‘ Statement of Cash Flows
: For the Year Ended December 31, 2006
|

Cashlﬂows from operating activities

|
Net 'inccme $ 27,982 !
Adjustments to reconcile net income to net |
ca:sh_p;rovic_led (used) by operating activities }
Changes in assets and liabilities: |
Deprec:latlon 3,254 ;
Loss on disposal of automobile 7,578 |
(Increase) decrease in due from broker/dealer (21,741) '
(lnc'rease) decrease in other receivables 2,861 |
(Increase) decrease in marketable securities (24,554) ?
Increase (decrease) in accounts payable - trade 1,871 |
Increase (decrease) in other liabilities (1,143)
Increase (decrease) in bank overdraft 8,161 '
Net cash provided by operating activities 4,269 |
Cash flows from investing activities !
Purchase of fixed assets (10,000) |
| Nlet cash used by investing activities (10,000) |
Cash: ﬂo?ws from financing activities [
Increase (decrease) in payable to related party 6,922) |
Payments on notes payable (2,818)
! Net cash used by financing activities {9,740)
o :
Net decrease in cash and cash equivalents (15,471)
Cash and cash equivalents at beginning of year 15,583
i _ =%
S
Cashi and cash equivalents at end of year $ 112
I i
. .
Supplemental Disclosures l
Cash paid during the year for: ‘
Ihter:est $ 1,130
Lo -
Income taxes $ --
Purchase of fixed assets by assumption of note payable $ 15325

P

J
i i
Non-cash Investing and Financing Activities I
I
- |
| ' The accompanying notes are an integral part of these financial statements. |
o
| |
|
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FIRST CANTERBURY SECURITIES, INC.
Notes to Financial Statements
December 31, 2006

Summary of Significant Accounting Policies

First Canterbury Securities, Inc. (the “Company”), is a broker-dealer in securities
registered with the Securities and Exchange Commission (“SEC”) and is a member
of the National Association of Securities Dealers (“NASD”). The Company
operates under (SEC) Rule 15¢3-3(k)(2)(ii), which provides that all funds and
securities belonging to the Company’s customers are handled by a clearing broker-
dealer. The Company’s office is located in Dallas, Texas.

Management 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 amounts of assets and liabilities
and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

Cash and Cash Equivalents

Cash and cash equivalents represent liquid investments with maturities at the date of
acquisition of three months or less.

Revenue Recognition

Security transactions (and related commission revenue and expense) are recorded on
a trade date basis.

Income Taxes

The Company has elected under subchapter “S” of the Internal Revenue Code to
be taxed as an “S” corporation. Internal Revenue Service regulations provide that
an “S™ corporation is not taxed on its net income, but instead, the Company’s
stockholder is taxed on the Company’s taxable income. Therefore, no provision
for federal income tax is included in the Company’s financial statements.

Depreciation

Depreciation is provided for under an accelerated method of accounting.

Page 7




Note T-

Note 2 -

FIRST CANTERBURY SECURITIES. INC.
Notes to Financial Statements
December 31, 2006

Summary of Significant Accounting Policies, continued

Securities Transactions

Securities transactions are recorded on the trade date. Marketable securities are
reflected at market value.

Net Capital Requiremenis

Pursuant to the net capital provisions of Rule 15¢3-1 of the Securities Exchange Act
of 1934, the Company is required to maintain a minimum net capital, as defined
under such provisions. Net capital and the related net capital ratio may fluctuate on
a daily basis. At December 31, 2006, the Company had net capital of approximately
$234,987 and net capital requirements of $50,000. The Company’s ratio of
aggregate indebtedness to net capital was .15 to 1 at December 31, 2006. The
Securities and Exchange Commission permits a ratio of no greater than 15 to 1.

Possession or Control Requirements

The Company does not have any possession or control of customer funds or
securities. There were no material inadequacies in the procedures followed in
adhering to the exemptive provisions of (SEC) Rule 15¢3-3(k)(2)(ii) by promptly
transmitting all customer funds and securities to the clearing broker who carries
the customer accounts.

Related Party Transactions

The Company leases office space from its sole stockholder on a month-to-month
basis. During 2006, the Company incurred expenses of $2,186 on that lease.

As of December 31, 2006, the Company owed its sole stockholder $5,122 on a
non-interest bearing, unsecured loan.

Other Commitments and Contingencies

Included in the Company’s clearing agreement with its clearing broker-dealer, 1s an
indemnification clause. This clause relates to instances where the Company’s
customers fail to settle security transactions. In the event this occurs, the Company
will indemnify the clearing broker-dealer to the extent of the net loss on the
unsettled trade. At December 31, 2006, management of the Company had not been
notified by the clearing broker-dealer, nor were they otherwise aware, of any
potential losses relating to this indemnification.
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FIRST CANTERBURY SECURITIES, INC.
Notes to Financial Statements
December 31,2006

Note 6 - Property, Equipment and Leasehold Improvements

Property, equipment and leasehold improvements are stated at cost less accumulated
depreciation. Expenditures for maintenance and repairs are charged to expense as
incurred. Depreciation is calculated on a tax basis using the MACRS depreciation
method. The following is a summary of property, equipment and leasehold

improvements:
I :
Estimated

Useful Life
Automobile 5 years $ 38,825
Furniture and equipment 3 -7 years 28,183
Leasehold improvements 7 years 2,236
69,244
Less — accumulated depreciation (50.646)
Total $ 18,598

Depreciation expense was $3,254 for the year ended December 31, 2006 and is
included in other expense in the accompanying statement of income.

Note 7 - Notes Payable

At December 31, 2006, long-term debt was comprised of the following:

Note payable to Lexus Financial Services. The interest rate
at December 31, 2006, was 5.75%. Principal and accrued
interest is payable monthly. The note matures April 2009.
The note is secured by an automobile. $ 12,508

Principal of the note referred to above becomes due as follows:

Year Amount
2007 $ 5,056
2008 5,354
2009 2.098
M 12,508

Page 9




FIRST CANTERBURY SECURITIES, INC.
Notes to Financial Statements
December 31, 2006

Notes Payable, continued

The Company also has a line-of-credit with JP Morgan Chase Bank whereby it
may borrow up to $50,000. The interest rate at December 31, 2006, was 10% and
is based on prime plus 1.75%. Interest is payable monthly and principal is due
over a 60 month period following notice from the lender. The note is secured by
all business assets and a personal guarantee of the Company’s sole stockholder,
At December 31, 2006, nothing was drawn on this line-of-credit.

Page 10
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Schedule I

FIRST CANTERBURY SECURITIES, INC.
i Computation of Net Capital Under Rule 15¢3-1

b of the Securities and Exchange Commission
! As of December 31, 2006

COMPUTATION OF NET CAPITAL
|

! ,
Total stockholder's equity qualified for net capital $ 360,385
Add:

Other c}eductions or allowable credits --
Total capital and allowable subordinated liabilities 360,385
L
Dedu‘cticins and/or charges
Non-allowable assets:
Afsset[s pledged on line-of-credit note payable § 50,000
Pl:'optlarty and equipment 18,598
Olthef receivables 4,279 (72,877)

: |

|
Net c:api{al before haircuts on securities positions 287,508

' )

! |
Haircuts on securities (computed, where applicable,

pur:suant to rule 15¢3-1(f)) _
Tyadilng securities (52,521)

E

Eo
Net capital $ 234,987

] —_—
AGC;;REGATE INDEBTEDNESS

ro
Itemé inc::luded in statement of financial condition:

Lo

Ac!:ouﬁts payable - trade $ 1,871
Bank overdrafts 8,161
Notes payable 12,508
Payable to related party 5,122
Other - 6,823

i |

!

Total aggregate indebtedness $ 34,485

i
1

i Page 12
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b Schedule I, continued
L

FIRST CANTERBURY SECURITIES, INC.
' Computation of Net Capital Under Rule 15¢3-1

i

|

! of the Securities and Exchange Commission
f

As of December 31, 2006

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

|
Minimum net capital required (6 2/3% of total

aggregate indebtedness) $ 2,300
b
Minirlhurr'\ dollar net capital requirement of
reppniﬂg broker or dealer § 50,000
Net cépit_al requirement (greater of above two
miniml.flm requirement amounts) $ 50,000
f
I
I 1
Net capital in excess of required minimum $ 184,987
i 0
o
i
Exceiss net capital at 1000% $ 231,539
Loy
l

|
0.15to01

Ratio;: A'ggregate indebtedness to net capital

t !

RECONCILIATION WITH COMPANY'S COMPUTATION

The diffei:rences in the computation of net capital under Rule 15¢3-1 from the Company's

computa;tion is as follows:

NeII caf)ital per the Company's unaudited FOCUS I1A $ 264,357
Adjustlments: A
As%etsipledged on line-of-credit note payable $ (50,000)
Re;ceiw;able from broker/dealer liquidated within thirty days 21,741
Unrecorded liability (1,108) (29,367)
L 234,990
Rour}ding difference (3)
!
$§ 234987

Net capital per audit report

i : Page 13
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Schedule 11

Computation for Determination of Reserve Requirements Under
| Rule 15¢3-3 of the Securities and Exchange Commission
¢ As of December 31, 2006

| FIRST CANTERBURY SECURITIES, INC.
|

|

|

\ ,

‘ EXEMPTIVE PROVISIONS

The Com'pany has claimed an exemption from Rule 15¢3-3 under section (k}(2)(i1), in which all
customer 'transactions are cleared through another broker-dealer on a fully disclosed basis.

I
Company's clearing firm: Southwest Securities, Inc.

!




Independent Auditor's Report
On Internal Control
Required By SEC Rule 17a-5

For the Year Ended
December 31, 2006
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL
CONTROL REQUIRED BY SEC RULE 17a-5

The Board of Directors
First Canterbury Securities, Inc.

In planning and performing our audit of the financial statements and supplemental schedules of First
Canterbury Securities, Inc. (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 financial statements and not to
provide assurance on internal control.

Also,as required by rule 17a-5(g)(1) of the Securities 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 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 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

2. Recordation of differences required by rule 17a-13

H

3. Complying 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

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 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.

Twoi 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 disposition and that transactions
are executed in accordance with management’s authorization and recorded properly to permit the
preparation of financial statements in accordance with accounting principles generally accepted in
the Umted States of America. Rule 17a-5(g) lists additional objectives of the practices and
procedures listed in the preceding paragraph.

14175 Proton Road + Dallas, Texas 75244-3604 « Phone: 972-387-4300 » 800-834-8586 + Fax 972-960-2810 » www.cfllp.com

MEMBERS; AICPA « CENTER FOR PUBLIC COMPANY AUDIT FIRMS OF THE AICPA, TSCPA, EBPAQC
CPAMERICA INTERNATIONAL AN AFFILIATE OF HORWATH INTERNATIONAL, REGISTERED WITH THE PCAOB



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.

Our consideration of internal 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 error or
fraud in amounts that would be matertal 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 the following control deficiencies that we consider to
be material weaknesses as defined above. These deficiencies were considered in determining the
nature timing, and extent of the procedures to be performed in our audit of the financial statements
of the Company, for the year ended December 31, 2006, and this report does not affect our report
thereon dated March 20, 2007.

At December 31, 2006, the Company did not maintain effective controls over the financial reporting
process. Specifically, the Company lacked a sufficient complement of personnel with an appropriate
level of accounting knowledge, experience and training in the application of regulatory reporting
commensurate with the Company’s financial reporting requirements to meet the objectives that
should be expected of those roles. Additionally, this control deficiency could result in a
misstatement of significant accounts and disclosures that would result in a material misstatement to
the Company’s annual financial statements that would not be prevented or detected. Accordingly,
this control deficiency constitutes a material weakness and contributed to the following material
weaknesses.

At December 31, 2006, the Company’s management made several errors in computing net capital
during the year as a result of not being knowledgeable or aware of regulation regarding such
comp:utations. Accordingly, this control deficiency constitutes a material weakness.

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, except as noted above, 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, the National Association of Securities Dealers, Inc., 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.

CL% Cp LLP

CF & Co,, LLI(

Dallas, Texas
March 20, 2007 %N@
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