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OATH OR AFFIRMATION

s ek o+ P . ER e e ]

S, chrlshmﬂmm J Olgml' o : I o ", swear (or affirm) that, to the best of-
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Mortgages Ltd. Securities, L.L.C. , as

of Deceamber 31 _,2006 , are true and correct. 1 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:

None

Signat

C.F.O.

Title

Notary Public

This report ** contains (check all applicable boxes): el ANOTARY PUBLIC - ARIZON

(a) Facing Page. M%F"COPA COENTY
My Commission Expires
(b} Statement of Financial Condition. February 25, 2009

{c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

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

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

() 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

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

(1) An Oath or Affirmation.

(m} A copy of the SIPC Supplemental Report.

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

OO 0O HEOROROEERES

**For conditions of confidential treatment of ceriain portions of this filing, see section 240.17a-5(e)(3).
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Mayer Hoffman McCann R.C.
An Independent CPA Firm ~

3101 North Central Avenue, Suite 300
Phoenix, Arizona 85012
602-264-6835 ph

602-265-7631 fx

www.mhm-pc.com

INDEPENDENT AUDITORS' REPORT

To the Board of Directors and Member of
MORTGAGES LTD. SECURITIES, L.L.C.

We have audited the accompanying statement of financial condition of Mortgages Ltd. Securities,
L.L.C. as of December 31, 2006, the related statement of income and member's equity, and the
statement of cash fiows 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 management
of Mortgages Ltd. Securities, L.L.C. Our responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with U.S. generally accepted auditing standards. 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 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 Mortgages Ltd. Securities, L.L.C. at December 31, 2006, and the results of its
operations and its cash flows for the year then ended in conformity with U.S. generally accepted
accounting principles.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken
as a whole. The supplementary information 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 of the Securities and 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.

Phoenix, Arizona Mﬂ?ﬁ Hﬁ"‘ M C&'M P‘ C.

February 15, 2007



MORTGAGES LTD. SECURITIES, L.L.C.
STATEMENT OF FINANCIAL CONDITION

December 31, 2006

ASSETS
CURRENT ASSETS
Cash
TOTAL CURRENT ASSETS

TOTAL ASSETS

LIABILITIES AND MEMBERS EQUITY

TOTAL LIABILITIES
MEMBER'S EQUITY

TOTAL LIABILITIES AND MEMBER'S EQUITY

See Notes to Financial Statements
2-

36,242

36,242

36,242

36,242

36,242



MORTGAGES LTD. SECURITIES, L.L.C.
STATEMENT OF INCOME AND MEMBER'S EQUITY

Year Ended December 31, 2006

REVENUES
Management fees $ 3,013,897
Interest income 199
TOTAL REVENUES 3,014,096
OPERATING EXPENSES
Human resource expense 2,622,362
Insurance 16,620
Regulatory fees 45,204
Legal and accounting 15,292
Other operating expenses 314,430
TOTAL OPERATING EXPENSES 3,013,808
NET INCOME 188
MEMBER'S EQUITY, BEGINNING OF YEAR 36,054
MEMBER'S EQUITY, END OF YEAR 3 36,242

See Notes to Financial Statements
-3-



MORTGAGES LTD. SECURITIES, L.L.C.

STATEMENT OF CASH FLOWS

Year Ended December 31, 2006

CASH FLOWS FROM OPERATING ACTIVITIES

Net income $ 188
Net cash provided by operating activities 188

NET CHANGE iN CASH 188
CASH, BEGINNING OF YEAR 36,054
CASH, END OF YEAR $ 36,242

See Notes to Financial Statements
-4-



W)

(2)

(3)

MORTGAGES LTD. SECURITIES, L.L.C.
NOTES TO FINANCIAL STATEMENTS

Year Ended December 31, 2006

Company operations and summary of significant accounting policies

Nature of operations - Mortgages Ltd. Securities, L.L.C. (the "Company") is incorporated in the state of
Arizona. The Company is a direct participation program broker dealer registered with the Securities and
Exchange Commission {SEC) and is a member of the National Association of Security Dealers, Inc.
(NASD). The Company is headquartered in Phoenix, Arizona, The Company was formed in February 2001
and began operations in 2004. The Company will dissolve and commence liquidating upon the first
liquidating event, as defined in the operating agreement, but no later than December 31, 2050.

The significant accounting policies followed by the Company are as follows:

Management’s use of estimates - The preparation of financial statements in conformity with U.S. generally
accepted accounting principles requires management to make estimates and assumptions that affect the
reported amount of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
financial statements and reported amounts of revenues and expenses during the reporting period. Actual
results could differ from those estimates.

Cash - Cash includes cash and, at times, cash equivalents which consist of highly liquid financial
instruments purchased with original maturities of three months or less.

Revenue recognition - Revenues consist of management fees from Mortgages, Ltd., a related party (see
footnote 2). The Company provides broker/deaier services related to direct participation programs
originated by Mortgages Ltd. Revenues are recorded when amounts are billed to Mortgages, Ltd. Billings
are prepared when services have been provided, fees are fixed or determinable and collectibility is

reasonably assured.

Income taxes - The financial statements do not include a provision for income taxes since the Company is
not a taxpaying entity for income tax purposes. The Company is treated as a partnership for income tax
purposes and, accordingly, earnings and losses of the Company are included in the member's income tax

returns.

Related party transactions

The Company is owned by a trust controlfed by the sole stockholder of Mortgages, Ltd. The Company's
business consists entirely of transactions related to Mortgages, Ltd. The Company receives a management
fee from Mortgages Ltd. and bears certain expenses under an expense sharing agreement with Mortgages,
Ltd. Facilities usage, joint employees, office supplies, equipment rental, and other misceltaneous expenses
are allocated to the Company by Morigages, Ltd. based on allocation provisions in the expense sharing
agreement.

Net capital requirements

The Company is subject to the Securities and Exchange Commission (SEC) Uniform Net Capital Rule (Rule
15¢3-1), which requires the maintenance of minimum net capital of $5,000, and requires that the ratio of
aggregate indebtedness to net capital shall not exceed 15.0 to 1.0. At Decamber 31, 2008, the Company
had net capital of $36,242, which was $31,242 in excess of its minimum required net capital. The aggregate
indebtedness to net capital ratio was 0.0 to 1.0 as of December 31, 2008.



SUPPLEMENTARY INFORMATION



MORTGAGES LTD. SECURITIES, L.L.C.
SUPPLEMENTARY INFORMATION
December 31, 20086

COMPUTATION OF NET CAPITAL UNDER RULE 15c3-1 OF THE
SECURITIES AND EXCHANGE COMMISSION

NET CAPITAL
Member's equity
Less nonallowable assets

Other deductions or charges
Net capital
Less: Minimum net capital required

EXCESS NET CAPITAL
AGGREGATE INDEBTEDNESS - LIABILITIES

RATIO OF AGGREGATE INDEBTEDNESS TO NET CAPITAL

See Independent Auditor's Report
-B-

® 36,242

T

5,000

$ 31242
$ -

0.0



MORTGAGES LTD. SECURITIES, L.L.C.
SUi’PLEMENTARY INFORMATION

December 31, 2006

RECONCILIATION OF NET CAPITAL PURSUANT TO RULE 17a-5(d)-(4)

NET CAPITAL AS REPORTED ON FORM X-17A-5 $ 36,242

POST CLOSING ADJUSTMENTS:
None -

NET CAPITAL AS REPORTED ON COMPUTATION OF NET CAPITAL
UNDER RULE 15¢3-1 OF THE SECURITIES AND EXCHANGE COMMISSION 3$ 36,242

See Independent Auditor's Report
7~



Mayer Hoffman McCann P.C.
An Independent CPA Firm ' .

3101 North Central Avenue, Suite 300
Phoenix, Arizona 85012
602-264-6835 ph

602-265-7631 fx

www.mhm-pc.com

To the Board of Directors and Member of
MORTGAGES LTD. SECURITIES, L.L.C.

in ptanning and performing our audit of the financial statements of Mortgages Ltd. Securities, L.L.C.
(the “Company”) for the year ended December 31, 2008, 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 and Exchange Commission (SEC), we have
made a study of 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, and
recordation of differences required by Rule 17a-13.

2. 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.

3. Obtaining and maintaining physical possession or control of all fully paid and excess margin
securities of customers as required by Rule 15¢3-3.

The management of the Company is responsible for establishing and maintaining internal control and
the practices and procedures referred to in the preceding paragraph. In fulliliing 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 unauthorized use or disposition and that
transactions are executed in accordance with management's authorization and recorded properiy to
permit preparation of financial statements in accordance with U.S. 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,
errors or fraud may occur and not be detected. Also, projection of any evaluation of them to future
periods is subject to the risk that they may become inadequate because of changes in conditions or
that the effectiveness of their design and operation may deteriorate.



Our consideration of 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 one or
more of the internal control components does not reduce to a relatively low level the risk that
misstatements caused by errors 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 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 use of the Board of Directors, the member, management, the
SEC, the National Association of Securities Dealers, Inc. and other regulatory agencies which 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.

Phoenix, Arizona M“T’ H%“' Mc&"‘"‘ F C.

February 15, 2007

END



