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OATH

§, Duane Connell, swear that, to the best of my knowledge and belief the accompanying
financial statements and supporting schedules pertaining to the firm of Connell Securities LLC,
as of December 31, 2006, are true and correct. | further swear 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.

Signature

President
Title

Subscribed and sworn to before me this
>7 day Ofmtw 20 O 7

A A Li

Notary Piblic

JANET ACCARD|
NOTARY PUBLIC OF NEW JERSEY
REQISTERED iN UNION COUNTY
MY COMMISSION EXPIRES JULY 26, 2010
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Report of Independent Registered Public Accounting Firm

To the Member of Connell Securities LI.C

We have audited the accompanying statement of financial condition of Connell Securities
LLC as of December 31, 2006, and the related statements of income, member’s equity and
cash flows for the year ended December 31, 2006. 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. 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 consideration of internal control over financial reporting as
a basis for designing audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the Company’s internal control
over financial reporting. Accordingly, we express no such opinion. 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 Connell Securities LLC at December 31, 2006, and the
results of its operations and its cash flows for year the ended December 31, 2006, in
conformity with accounting principles generally accepted in the United States.

Our audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The accompanying schedule titled “Computation of Net Capital
under Rule 15¢ 3-1 of the Securities and Exchanges Commission™ is presented for purposes
-~ of additional analysis and is not a required part of the basic financial statements. Such
information has been subjected to the auditing procedures applied in our 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.
é/vmt ¥ MLL?

February 14, 2007

A Member Practice of Ernst & Young Global



CONNELL SECURITIES LLC
Statement of Financial Condition
December 31, 2006

ASSETS
Current assets:
Cash _$ 428,329
LIABILITIES AND MEMBER'S EQUITY
Current liabilities:
Due to member S 64,157
Accrued expenses _ 11,500
Total current liabilities 75,657
Member's equity _ 352,672

5 428320

See accompanying notes.



Fee income
Operating expenses

Net income

CONNELL SECURITIES LLC
Statement of Income
For the Year Ended December 31, 2006

See accompanying notes.

$

348,452

165,027

183,425



CONNELL SECURITIES LLC
Statement of Cash Flow
For the Year Ended December 31, 2006

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net
cash provided by operating activites:
Decrease in due to member
Increase in accrued expenses

Net cash provided by operating activities

Cash flows from financing activities:
Capital contribution from member

Net increase in cash
Cash, beginning of year

Cash, end of year

Supplemental disclosure of cash flow information:
Cash paid during the year for:
Interest

Income taxes

See accompanying notes.
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183,425

(38,877)
500

145,048

100,000

245,048

183,281

428,329




CONNELL SECURITIES LLC
Statement of Changes in Member's Equity
For the Year Ended December 31, 2006

Balance, January 1, 2006 $ 69,247
Net income 183,425
Capital contribution from member 100,000
Balance, December 31, 2006 $ 352,672

See accompanying notes.



CONNELL SECURITIES LLC
Naotes to Financial Statements

December 31, 2006

Note 1 - Significant Accounting Policies

The Company

Connell Securities LLC (the Company) was organized as a limited liability
company in April 2004 as the successor to Connell Securities Corporation. The Company’s
business activities consist of private placements of securities and rendering corporate
financial advice. The Company is a registered broker/dealer with the Securities and
Exchange Commission (“SEC”) and the New Jersey Bureau of Securities (“NJBS”) and is a
member of the National Association of Securities Dealers, Inc,

Basis of Presentation

The Company maintains its books and records on the accrual basis. Fee income is
recognized at the time the financing transaction is completed and the income is
determinable.

Note 2 - Use of Estimates

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States requires management to make estimates and
assumptions that affect the amounts reported in the financial statements aml accompanying
notes. Actual results could differ from those estimates.

Note 3 — Related Party Transactions

During the year the Company provided services to an entity related by common
ownership by its LLC member under a retainer agreement, which was also terminated
during the year. Under this agreement the Company received a total of $40,000 of fee
income for the year ended December 31, 2006.

The Company does not have any employees. The member provides these services
and bills the Company for the related employee cost based on the hours worked. In
addition the member pays certain of the Company’s operating expenses and is then
reimbursed by the Company. Both of these costs are charged to the Compaay in
accordance with guidance on the recording of expenses and liabilities of broker/dealers
issued by the SEC. The total of these employee costs and operating expenses amounted to
$143,244 for the year ended December 31, 2006.




CONNELL SECURITIES LLC
Notes to Financial Statements

December 31, 2006

Note 4 — Income Taxes
The financial statements do not include a provision for income taxes as the
Company’s earnings and losses are included in the member’s income tax returns and are

taxed based on the member’s effective tax rate.

Note 5 — Net Capital Requirements

As a registered broker/dealer, the Company is subject to SEC Rule 15¢3-1, which
requires that the Company maintain net capital equal to the greater of $5,000 or 6.67% of
aggregate indebtedness.

At December 31, 2006 the Company’s net capital of $352,672 exceeded the SEC
required net capital by $347,672.
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Supplementary

Schedule |
CONNELL 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 ) _$ 341,645

Total capital ‘ 341,645
Deduction:

Nonallowable assets _ -
Net capital =$ 341,645
AGGREGATE INDEBTEDNESS (A. I.) =§ -
COMPUTATION OF BASIC NET CAPITAL REQUIREMENT:

Minimum net capital required (6.67% of total A.l) =$ -
Minimum dollar net capital requirement of broker/dealer =$ 5,000
Net capital requirement (greater of 1 or 2} _'_i 5,000
Excess net capital =$ 336,645
AGGREGATE INDEBTEDNESS TO NET CAPITAL -

There are no material differences between the audited computation above and
the computation of Net Capital included in the unaudited FOCUS filing.
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Supplementary Report of Independent Registered Public Accounting Firm on Internal
Control Required by Rule 17a-5

Board of Directors
Connell Securities LLC

In planning and performing our audit of the financial statements of Conncll 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, we considered its internal control over
financial reporting (“internal control”), as a basis for designing our auditing procedures for the
purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Company’s internal control. Accordingly, we
do not express an opinion on the effectiveness of the Company’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 Company, including
consideration of control activities for safeguarding securities. The study included 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 (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 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 compérisoné 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

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. 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 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.

A Member Practice of Ernst & Young Global
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Because of inherent limitations in internal control and 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 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, authorize, 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. 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, as described in the second paragraph of this report, 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 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.
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February 14, 2007
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