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Securities Exchange Act of 1934 and Rule {7a-5 Thereunder

REPORT FOR THE PERIOD BEGINNING 01/01/06 AND ENDING 12/31/06
MM/DDYY MM/DIDYY

A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER: RFS Partners OFFICIAL USE ONLY

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) FIRM 1.D. NO.

44 Montgomery Street, Suite 2100

{Mo. and Suecr)

San Francisco California 94104
{Ciry} 15tatke) (Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT ]
Stephen Rogers (415) 398-2727

(Arez Code ~ Tetephoae Number)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in Vhis Report?

Tait, Weller & Baker LLP

(Name - if individual, state last, first, middle namc)

1818 Market Street, Suite 2400 Philadelphia PA 19103

{Address) (Cun) PHOCESSF S 1ate) (Zip Code)
(=

CHECK ONE:

[ Ceitified Public Accountant MAY 04 m .

O Public Accountant THOMSON
FINANCIAL

[J Accountant not resident in United Stafes or any of its possessions.

f ' FOR OFFICIAL USE ONLY

1§ opinion of au independent public accouniant

must be supporied by a siaternent of facts and circuunstances reXpd r the evemprion. See Section 240.17a-3(e){2)

*Claims for exemption from the requirement that He annual report m’ed X
ey ]

Potential persons who are to respond to the collection of
information contained in this form are not uired to respond
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OATH OR AFFIRMATION ' : ®

1, Stephen Rogers . swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial stalement and supporting schedules pertaining lo the firm of
RFS Partaers . 85
of _December 31 _,20_06__, are truc and correct. | further swear (or affirm) that e

ncilher the company nor any partner, peoprictor, principal officer or director has any proprictary inlerest ia any accounl

classificd solely as thal of a customer, except as follows:

@
o S/,
A COMM, ’NEAS "ANCH?_- Si gnalu ic @
; j 0 mmuc-cat.mkmb
¥ SAN RRANCISCO Counte § .
T COMM. EXP. FEB. 22, 2007 President
..... Tithe:
Notary Public ¢

-

This repodt ** coatains (check all applicable boxes):

(a) Facing Page.

{b) Statement of Financial Condition.

{c) Statement of Ircome {Loss).

(d) Statement of Changes in Financial Condition. _®

(c) Statement of Changes in Stockholders’ Equity or Partners” or Sole Proprictors™ Capital. -

{(f) Statement of Changes in Liabilities Subordinated 10 Claims of Creditors.

(g) Computation of Net Capital.

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

(1) Information Relating to the Possession or Controd Requirements Under Rule 15¢3-3.

(i) A Reconciliation, including approprate explanation of the Compulation of Net Capital Undesr Rule 15¢3-3 and the ®
Cowmputation for Detesmination of the Reserve Requisements Undes 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.

(1) Aa Oath or Affirmation.

{m) A copy of the SIPC Supplemental Repor,

(n) Arcportdescribingany material inadequacies fouad to exist or found 1o have existed since the date of the previous audit. g

x (o) Audirors' Report on Internal Coatrol.

**For conditions of confidential irearment of certain portions of this filing, sec section 240.17a-3(e)(3).
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Tarr WELLER & BAKER LLP

Certified Public Accountants

RFS PARTNERS
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- Tart; WELLER & BAKER LLP
Certified Public Accountants

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To the Partners
RFS Partners
San Francisce, California

We have audited the accompanying statement of financial condition of RFS Partners as of December 31,
2006, and the related statements of income (loss), changes in ownership equity, changes in habilities
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 10 express an opinion on these
financial statements based on our audit.

We conducted our audil 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 nusstatement.  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 audit provides a
reasonable basis for our opinion.

In our opinion, the financial statements referred 10 above present fairly, in all material respects, the
financial position of RFS Partners 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 conducted for the purpose of forming an opinion on the basic financial statements, taken as
a whole. The inforrmation contained in Pages 3, 4, 6 and 7 is presented for purposes of additional
analysis and is not a required part of the basic financial statements, but is supplementary mformation
required by Rule 17a-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, 1s fairly stated, in all material respects, in relation to the basic financial statements taken as a
whole.

T i il e

Philadelphiz, Pennsylvania
February 23, 2007



FANANCIAL. AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

BROKERORDEALER  RFS Partners IN 3
' fLeldld
STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING AND
CERTAIN OTHER BROKERS OR DEALERS
as of (MM/DONYY) 12/31/06 9%
SECFILENG. 8-348128 a8
Consolidated 158
Unconsolidated | X ][ 799 |
Allowable Non-Allowabls Total
1. Gash e 3 2,021 [2007] s 2,021 [750 ]
2. Receivables from bickers or dealers:
A Clearance acoount ... .o, % 295
B, OUNBS oo seeaeeenast e ereser cerenraies 300 |3 550 810
3. Receivable from non-CuSOMErS ......c.c...ocvo e e 355 600 | % 830
4. Securities and spot commodities
owned al market value:
A, Exempled Securities ... 44,941 418
B. Debt securities ... 419
C. Options ..., 420
D. Othersecwrities ... 9,237 424
E. Spol COMMOGIES ..o % 430 54,178 [es0 |
5. Securilies and/or other imvestments
not readily marketabie:
A Atcosty § I l30|
B. Alesl'tmzaled fairvalve .. s i 440 | 610 ] 860 |
6. Securities borrowed under subordination
agreements and pariners’ mdividuat and capital
securities accounts, at market valve; [ 460 I l 630 I I 880 |
A. Exempled
securities $ | !50]
B. Oher
securilies $ . I IﬁOl
7. Secured demand nOES: ... .. .o 470 [ 640 | l 890 I
Market value of collateral:
A. Exempted
securities § ] lTOl
B. Other
secusities $ [ 1au]
8. Memberships in exchanges:
A. Owned, at
market $ I 190|
B. Owned atcost .. [e50 |
C. Contributed for use of the company, at
MATKEY VAKIE ..o oo et e % [ 660 } [900]
9. lnvestment in and recefvables from afffiates,
subsidiaries and associaled partnerships ......._......... {480 | 620,500 [ 670 ] 620,500 910
10. Property, furniture, equipmert, leasehold
improvements and rights under lease agreements,
at cost-net of accumutated depreciation and
AMOMZABON ..ot ereenee e s e e e 490 630 1% 820
LR (1 2T 535 735 930
12, TOVALASSETS ..o 260,199 540 1s___ 620,500 013 676,699 940
OMIT PENNIES
See Notes to Financial Statements Page | 0203



FINANCIAL ANDI-OPERA'HONAL COMBINED UNIFORM SINGLE REPORT

PART HA
BROKER OR DEALER RFS Partners asof 12/31/06
®
STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING AND
CERTAIN OTHER BROKERS OR DEALERS
LIABILITIES AND OWNERSHIP EQUITY
@ Al Non-Al
Liabilitles Liabilities Liabilities Total
13. Bank loans payatle ... s 1045] & (125515, ¢ [3470}
14. Payable lo brokers or dealers:
A. Clearance accound ..o 1114 1315 1560
8. Other ... reremreeeaeeens st ot et memnmgespeesrene o 1115 1305 1540
t5. Payable lo ron-cuslomers ... 1155 1355 1610
® 16. Securities sold not yel purchased,
atmarket vatue ... [¥360) [1620]
t7. Accourds payable, accrued fiabilities,
expenses and other 1205 1385 1685
18. Notes and mortgages payable:
A. Unsecured 1210 1630
C o B. SECUTEd e . 211, [13%0] %, 1700
o 19, £. Liahilities subondinated to claims
of general crediloss:
A. Cash bomowings: ..o [1400] [1710]
1. fom outsiders”, § {en0]
2. includes equity subordination (15¢3-1(d
of ... $ 980
B. Secusilies borrowings, al market value ... [14%0] 1720
from outsiders s [(990]
‘@~__  C. Pursuant.to secused demand note
coBateral agreements .._.........cocevenen e 1420 [1730)
1. trom cufsiders § [1000]
2. includes equity subordination {15c3-1{d
of ... $ 1010
0. Exchange memberships contributed Tor
use of company, at market valve ... ... ... (1430 [17a0]
® E. Accounts and other bonrewings nol
quafified for net capital purposes 1220 1440 1750]
20 TOYAL LIABILITIES . . $ 1230| $ 1450] § 1760)
Ownesship Equity
21. Sole Proprietorship oo e eteanerae e e P oAt e me £S48 eGSR e 8 e 4 st e et e b h7% 1770
22. Partnership (Bmiled parners) ... 1 [1020)) 676,699 1780
23. Corporation;
o A, Preferred stock 1791
B. Commonstock _....... 1792
G. Additional paid-in capital 1783
D. Retaired eamings 1794
E. Tolal o 1785
F. Less capital stock in treasury __._. et san i e e rn e el _ ) 1796
24. TOTAL OWNERSHIP EQUITY oo oot e eeeeeeeesveseatees st sesmresnsnemenssem oot eomnaeen e mesermesems smesoreme i et eeeens e $ 676,699 1800
") 25. TOTAL LIABILITIES AND OWNERSHIP EQUITY . oot cemreecmrenseemnees mevem e eme s et cesbane 3 676,699 1810
OMIT PENNIES
®
@
See Notes 10 Financial Statements Page 2 02/C3



. FANANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART HA

BROKER OR DFALER RFS Partners : asof 12/31/06
® GOMPUTATION OF NET CAPITAL
1. Tolal ownership equity from Slatement of Financial Condition ....... e § 676,699 [3480)
2. Deduct ownership equity aot afowable for Nel Capltal : v Yo “)| 34901
3. Total ownership equily quatified for Net Capital ... oo, 676,699 3500
@ 4 M
A liabillies subordinated to claims of general creditors allowable in computation of net caplal ... 3520
B. Other {deductions) or alowable credils (List) .. 3525
5. Tolal capital and allowable subordinated Kab¥ities et eesera e £ et A e et ses st senin $ 676,699 3530
6. Deductions and/or charges:
A. Total non-aBowable assels from v
Statement of Financial Condition (Notes B and G) .......... Ry 620, 500 3540
® B. Secured demand note delinquency ... 3590
C. Commodity tutures contracls and spol commodities
proprietary capital charges eaemrere e e e o bbb et 3600
D. Othes deductions and/for charges ... eeerereeemereneem e . 3610] 620,500 ) [3620]
7. Other additions and/or allawable credits (List ...........- 3630
8. MNet capitad befose haircuts on securities poSEIONS .. e s 56,199 3s40|
9. Hakcuts on securities (computed, whete appticable, pursuant to 15¢3-1(1)):
A. Contractual securitics commitments ..o e $ 3660
® 8. Subordinated securifies DOMOWIRGS o i : 3670
C. Trading and fnvestment securities;
3. EXRIMPILG SECUIES ..oooo.o.oooceoomve s sssss smreoesoeeesseesensscec e et smenasm e e s e o e e 899 3735
2. DebISEOURMIES .o .ot rrans e rrnen s o et e s e veemeerurineinees EFEX]
J. OplOMS e e et eerarnsmemeerae ess e e et 730
A DRI SBCUTIIES .ot oo rreme e coeass e a2 re s mens et a8 A e Sarmes et 3734
D. Undue Concentration .............o.cooooooereeoeccmrererareseremennssaemes .- 1,386 3650
E. Other (List) .o T, : : 7] ( 2,285  y37a0)
10. NetCaplal ... .o N S | 53,914 [3750)
OMIT PENNIES
The audited net capital above is the same as the unaudited net capital
° filed by the company in its fourth quarter ‘2006 Focus Report.
®
®
@

@ Sec Notes to Financial Statements Page 3 02/03
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART lIA

BROKER OR DEALER RFS Partners asof _12/31/06

COMPUTATION OF NET CAPITAL REQUIREMENT

Parit A

11, Minimum net capitad required (8% of Bnte 10) L et et e $ 0 3756
12. Minimum dolar ned capital requirement of reporting brokes or dea!et and minimum nef captlal requirement

of subsidiaries computed in accordance with Note (A) oot b et oot eem s ettt H 5,000 3758
13. Met capilal requirement (greater of &ne 11 or 12) . S 5,000 |3760
14, Excess net capital (Bne 001855 13) ...t e e e meememaemes eenems e e 4 4g,9' 4 azn
15. Excess net capital al 1000% {50e 101685 10% OF N 19) ... ...cooooere oo cemme e seserseemsessseorasimsrsreramemsssssmremenrercna 22 8 33 s QL& 3780

COMPUTATION OF AGGREGATE INDEBTEDNESS

16. Totaf AL, Babilities from Statement of Financial Condition..._... oo e S $ 0 3790
7. Aid:

A. Drafts for immediate Credit ..ot s SO 11 4 3800]

8. Market value of securilies bomowed for which no equwalent vafue

s paid of credited et rataetete s nre e e bineaet s e e mmenmAman e n e et e o e $ 3830

C. Other unrecorded amounts (Lisly I ; e $ 3820} § 3830
18 Total aQregate MBBIBANESS ... oo sooe oo recr oo ssemse et sar et e oo e o0 22474 e ore 208 e eee a8 et omrete Pt em e eSSt et 01 rat e teeen $ [4] 3840
19. Percentage of aggregate indebledness to net capital (line 18 + by line 10) ... i JUTTUTU SR e B 0 3850
20. Percertage of debt to debt-equity tota? compuded in accordance with Rule 15¢3-1(d) ... ........... % 3860

COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT

Pant B
21. 2% of combined aggregate debil dems a5 shown in Formula for Reserve Requirements pursuant to Rule 15¢3-3

prepared as of the date of the aet capital compulation including both brokers o+ dealers and consolidated subsidiaties” debits ... § 3970
22. Minimum dollar nel capital requirement of repoiting broker or deates and minimum net capital requirement of

subsidiaries computed in 2cCORMANTE Wil NOE () ..........ocovoovee e vesssseeeeescerisseeeessas st eecsos s o st s memms s e omnsempsmneae e s 3 3880
23. Nel capital requirement {greater of ine 21 or 22) ... R 1 3760
24, ExCEsS CAPRAN {FNE O S 23] ...t ee e ee e eses bea s e mmems e emb et <t anssmne e o ar e eem et e et 2t e s et smmrpeemenen $ 3910
25. Net capital in excess of the greater of;

A. 5% of combined aggregate debit-tems or $120,000 ... OO USSR [3a20]
NOTES:

{A) The minimum net capital requirement should be computed by adding the minimnum doflas net capital requitement of the reportting brokes deales and, for each

subsidiary o be consohdated, the gieater of;
i, Minimum doflar net capital requirement , or
2. &% ol aggregate indebledness or 4% of aggregate debits H altemative method is used.

(B) Do not deduct the value of securities bomowed under subordination agreemenis of secused demand note covered by subordination agreements nof in salistactory foim
and the market values of memberships in exchanges contributed for use of company {(contra to item 1740) and partners” securilies which were included in non-allowable
assels.

{C) For reposts liled pursuant to paragraph (d) of Rule 17a-5, respondent should provide 2 list of malerial non-aflowable assels.

See Notes 10 Financial Statemnents Page 4 02/03




' FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART {IA

BROKER OR DEALER RFS Partners

For the period (MMDOYY) from}. 1/01/06{393t0_12/31/06 __[393
Number of months included in this slatement 12 3931
STATEMENT OF INCOME (LOSS)
REVENUE
1. Commissions: .
a. Commissions on transactions in exchange fisted equity secwities executed on an exchange - $ 3935
b. Commissions on Bsted OPIOM MaRSACIONS ... oo eeeee oo et see s vt s s sanrs s bt eema et s 3938
G Al OTROS SEOUIIES OIS SIS .. o.oe oo eremeeassarmsssses e eemecs et ses e ce oot s meee ettt erer st et 1ot ot a£ et s e wessesarsas s s sers 3939
0. Tofal SeCUMtEs COMMESSIONS ..o oot ettt seace et ees e remene 3940
2. Gains or tosses on fim securities trading accounts
a. From market making in oplions on a national SECUTIES EXCRAMGE ... ... ... oo eoeeem ceeee oot eemene e s e sn s 3945
b Fromallothertrading ... oo, et eeeee$RAA R eene o een et e e et oot et 40 2 tnr pame s e rER e 1 3349
¢. Totaf gain (oss) et 4 e b e m e et ot e me et e ot e et o2 AR TR 4 AR S £ R At e P 001 3950
3. Gains of losses on firm securilies investment accounts ........ - P o 3952
4. Profit {loss) from underwriting and seling groups ettt et sha st i e et s n Y5 3855
5. RBevenue from sale of imvesiment company shares e e 3970
6. Commodities revenue - e o . 3990
7. Fees for account supervision, investment advisory and administrative services .. e eeeaememereesanee s bevmemn s e e em ey e anen 3975
8. Other revenue 97.280 3995
9. Tolalrevenue.. .. ... ... 3 97 280 4030
EXPENSES
19. Salzries and other employment costs for general pariners and voling S10ckhoIer OIGRIS ..o oo ee e e ey e e 4120
11. Other employee compensation and beneflits _ ... _..__...._..._ et e - 4115
12. Commissions paid lo ofter broker-dealers ... S 4140
13. Interesl expense v 4075
2. Includes inferest on accounts subject to subordination agreements ... | 4070}
14. Requlatory fees and expenses ..._.. S 10,825 4195
15. Other expenses ... S N . — 98,822 4100
16. Total expenses .. et e e e ee v et oo oot oot oo ea et oot ee et e oo eee e e e et ee et oo e en s 109,647 4200
NET INCOME
17. Icome (loss) hefose Federal income laxes and items below (Mem & less em 16) (12,367) 4210
18. Provision for Federal mcome laxes (for parent only) ........ 4220
19. Equily in eaminngs (losses) ol unconsolidated subsidianies not inchided above ... ... 222
a. Afler Federal income taxes of _._....ccoooooooeee e
20. Extraordinary gains (055€$) ..o | 4224]
a. After Federal income taxes of ...
21, Cumutative eflect of changes in accounting PrimCipIes ... ..o oot rer et e e enenanee . 4225
22. Net income (loss) after Federal income taxes and extraordinary ems ... e bsieee et e o et e ot e s (12,367) 4230
MONTHLY INCOME
23. income (cinrent month only) before provision for Federal income laxes ang extraordinary MEMS ..........oeroeemrrmes e eneceocvereere oo eeeaee $ l an l'

See Notes to Financial Statements Page 5

Q2103



o " FINANCIAL AND: OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA -

BROKER OR DEALER RFS Partners

® For the period (MMODDYY} from _Q1/01/06 to _12/31/06

STATEMENT OF CHANGES IN OWNERSHIP EQUITY
(SOLE PROPRIETORSHIP, PARTNERSHIP OR GORPORATION)

1. Balance, beginning of period R . 3 823,304 4240

A. Netincome {loss) : (12,367) 4250

(] 8. Addiions (inctudes non-conforming capital of T g@l) £260
C. Deductions {ncludes non-conforming capital of s 4272]) {134,238) 4210
2. Batance, end of petiod (From tem 1800) _........_...... I s 676,699 [4290]

STATEMENT OF CHANGES IN LIABIUTIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS

g 3. Balance, beginning of period o Y 4300
A Increases — v et et sen e e - — 4310

B. DBLIBASES ..o e e serets e e s srcr s e s s s e o P 4320
4. Batance, end of period (FIOMUEM 3520} .o e it e e e b s . 3 (4330

OMIT PENNIES

."‘—\\

® See Notes to Financial Statements Page 6 02103




® - FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
BROKER QR DEALER RFS Partners ’ as ol 12/31/06
° EXEMPTIVE PROVISION UNDER RULE 15¢3-3
24_ i an exemnplion from Rute 15¢3-1 15 claimed, identify below the section upon which such exemption is based {check one onty)
A, {(K){1) — $2.500 capitat category as per Rule 15¢3-1 5000 X 4550
B. (K){ZMA) — “Special Accourt for the Exclusive Benefit of customers™ maintained 4560
€. (X)(2)(B) — Al customer transactions cleared thsough another broker-dezker on a fully disclosed basis.
Name of clearing fim?, [4335] 4570
® 0. ()}(3) — Exempled by order of the Commission ¢include copy af letter) 4580
Ownership Equily and Subordinated Liabilities matudng or proposed to be withdrawn within the next six months
and accruals, (as defined below), which have not been deducted in the computation of Net Capital.
Type of Proposed Amoum 1o be
® Withdrawal or Withdrawn (cash {MMDDYY) Expect
Accrual Insides or amouit and/or Net Withdrawal or "]
(See below Outsider? Capilal Value of Maturity Renew
for code ) Name of Lender or Contributor {In or Cut) Securities) Date (Yes or o)
4 [4500] [ &%) [ () [%)
® %2 [4610] [as1] [4512] (3813 [461a) 3615
% [4620] {4621] [4827] [4623] [4624] [4625]
9 {4630] { 4631} [4632) [4533] [4634} [4635]
- 4 [4540] 841 [3642] [#683] [4644] (4645
Total $% [ 3(:99[
OMIT PENNIES
®
instructions; Detail Listing musl include the total of lems maturing during the six month period following the report date, regardiess of whether or not the capital contibution is
expected 1o be renewed. The schedule musi alse include proposed capital withdrawals scheduled within the six month period following the teport date including
the proposed redemption of stock and anlicipated accruals which woutd cause a reduction of Net Capital. These anficipaled accruaks would inctude amounts of
bontses, partrers” drawing accounts, Laxes, and interesi on capital, voluntary cortributions Yo pension or profit sharing plans, etc., which have nol been deducted
in the computation of Nel Capital, but which you anticipate will be paid within the next six months.
® WITHDRAWAL CODE: DESCRIPTIONS
1. Equity Capital
2. Subordinated Liabilities
3. Accruals
®
@
See Notes to Financial Statements Page 7 02/03
9 g




RFS PARTNERS
STATEMENT OF CASH FLOWS

Year ended December 31, 2006

o
INCREASE (DECREASE) IN CASH
Cash flows from operating activities
Dividends and fees received $ 97,280
° Filing fees and operating expenses paid (108,330)
| Net cash used for operating activities (11,050)
Cash flows from investing activities
Sale of investment securities 7.459
® Net cash provided by investing activities 1,459
Cash flows from financing activities
Income from CCM Partners 144,643
Distribution to partners (141.222)
° Net cash provided by financing activities 3421
Net decrease in cash (170)
Cash
Beginning of year 2,191
. Eund of year § 2021
RECONCILIATION OF NET INCOME TO NET CASH
USED FOR OPERATING ACTIVITIES
® Net income (loss) $ (12,367)
Depreciation of investments 1.317
Net cash used for operating activities $ (11,050)
®
®
®
® See notes to financial statements




RFS PARTNERS

NOTES TO FINANCIAL STATEMENTS

December 31, 2006

(1)

2)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(A) REFS Partners (the “Company”) is a California limited partnership and the general partner of
CCM Partners which is the investment manager of the California Investment Trust Fund
Group.

(B) To date, the Company has not engaged in any activities relating to broker-dealer transactions.

REGULATORY REQUIREMENTS

The Company is exempt from the provisions of Rule 15¢-3-3 of the Securities Exchange Act of 1934
(reserve requirement for brokers and dealers) in that all transactions would be limited to the
purchase, sale and redemption of shares of a registered investment company; it does not hold funds
or securities for customers; and it promptly transmits all funds and delivers all securities in
connection with 1ts activities as a broker or dealer.

Pursuant to the net capital provisions of Rule 15¢3-1 of the Securities Exchange Act of 1934, the
Company is required to mainfain a nunimum net capital, as defined, equal to the greater of $5,000
or 6-2/3% of aggregate indebtedness. Net capital and the related net capital ratio may fluctuate on
a daily basis. At December 31, 2006, the Company had net capital of $53,914, and net capital
requirements of $5,000. The percentage of aggregate indebtedness to net capital was 0%.




Tarr WELLER & BAKER LLP

Certified Public Accountanis

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS
ON INTERNAL CONTROL REQUIRED BY SEC RULE 17a-5

To the Partners
RFS Partners
San Franpcisco, California

In planning and performing our audit of the financial statemenis of RFS Partners (the “Company”) for
the year ended December 31, 2006, we considered its internal control, inchiding 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 the intemal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commssion (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-3(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. Because of 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 exanminalions, cowns, venfications, and comparisons
2. Recordation of differences required by rule 17a-13.

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 mainmaining internal control and the
practices and procedures referred to in the preceding paragraph. In fulfilling this respoensibility, estimates
and judgments by management are required to assess the expected benefits and related costs of controls
and of the practices and procedures referred o in the preceding paragraph, and to assess whether those
practices and procedures can be expected to achieve the Commission’s above-mentioned objectives.
Two of the objectives of intemal 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 conformity 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 inherent limitations in any internal control structure or the practices and procedures referred to
above, error or frand may occur and not be detected.  Also, projection of any evaluation of them to future
perniods 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.
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Our consideration of the internal control would not necessarily disclose all matters in the internal control
structure that might be material weaknesses under standards established by the American Institute of
Certified Public Accountants. A matenal weakness is a condition in which the design or operation of the
specific internal contro} structure clements does not reduce to a relatively low level the risk that error 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 matters involving internal control, including procedures for
safeguarding securities, that we constder 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 Commission 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 matenal 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 Commission’s objectives.

This report is intended solely for the use of management, the Securities and Exchange Commission, and

other regulatory agencies which rely on Rule 17a-5(g) under the Securities Exchange Act of 1934, and is
not intended to be and should not be used by anyone other than these specified parties.

/ @t bkl (Glloeer

Philadelphia, Pennsylvania
February 23, 2007
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