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. |
OATH OR AFFIRMATION |

, Herbert A. Denton : , swear (or affirm) that, to the best-‘of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of | |

Providence Capital, Inc.

, a3

of December 31 ,20 06

, are true and correct. [ further swear (or afﬁrm) that

neither the company nor any partner, proprietor, principal officer or director has any proprletary interest in any account

classified solely as that of a customer, except as follows:
{ i

" Esther M. Dene m% j
Notary Public State of New York !

Registration #01D06023896 Signature
Qualified in New York C nty
Commiscion Expires May 3 ﬂm President
@ Title
@:\M @*ﬁ_ s
Notary Public < S S
A : ‘\;‘if '5 Pl e A
This report ** contains (check all applicable boxes) £ Ry 3 ~F EE_}'E

B (a) Facing Page. et o V& FEE
BJ (b) Statement of Financial Condition. LA o~ ‘.-?:,—g F
X (c) Statement of Income (Loss). "—‘;\ p*: "‘“§
[d (d) Statement of Changes in Financial Condition. (Cash Flows) - 3ic (‘.__'e.“‘
X (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital. !
&K (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors. :
X] (g) Computation of Net Capital. {Schedule I) :
& (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3. (Schedule III) !
X (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3. (Schedule III) 1
B (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 Requirements Under Exhibit A of Rule 15¢3-3. (Schedule II)
[J (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation. . [
& () An Oath or Affirmation. i
0 (m) A copy of the SIPC Supplemental Report. : ;
[0 (n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous

audit. E
' |
|
1
1

** For conditions of confidential treatment of certain portions of this filing, see section 240.1 7a-5(e)(3).

Forms in Word Version Copyright 2007 (www.formsinword.com). For individual or sing!e-brar'rch use only.
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CERTIFIED PUBLIC ACCOUNTANTS and BUSINESS CONSULTANTS

1700 Galloping Hill Road {208) .298'7700 )
Kenilworth, NJ 07033 . - . Fax: {90?} 298-7701
Independent Auditors ' Report www.fronkelc[mdtopche.com

Providence Capital, Inc.

) r
To the Stockholders of i
New York, New York |
!
i

We have audited the accompanying statement of financial condltlon of
Providence Capital, Inc. as of December 31, 2006, and the' related
statements of operations, changes in stockholders' def1c1ench changes
in liabilities subordlnated to claims of general creditors, land '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 respons1b111ty of the Company's management. Our respon51blllty
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 finahcial statements are free of material mlsstatement An
audit includes examlnlng, on a test basis, evidence supportlng the
amounts and disclosures in the financial statements. An audlt 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 basisifor our opinion. '

In our oplnlon,gthe financial statements referred to abovg present
fairly, in all material respects, the financial position of Prov1dence
Capital, Inc. as of December 31, 2006, and the results of its operatlons
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 information contalned
in schedules I, II and III is. presented for purposes of addltlonal
analys1s and is not a required part of the basic financial statements,

but 1is 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.

March 27, 20‘07 . 0\0""/ { é Wé J /, /lﬁC

Member of FiL International

Cormespondent offices in London and Los Angeles




. PROVIDENCE CAPITAL, INC.

STATEMENT OF FINANCIAL CONDITION - DECEMBER 31, 2006

|

ASSETS
Cash and cash equivalents $ 161,638
Marketable securities owned, at market value . 1487
Receivables from brokers and dealers . 49,620
Property and equipment, at cost, net c 2,643
Prepaid expenses and other assets : 21,538
I
$ 711,926
! A
ﬁIABILITIES AND STOCKHOLDERS' DEFICIENCY }
[
Accounts payable and accrued expenses S 41,543
|
Due to affiliate 1,665
‘ . |
Subordinated stockholder loan 490L872
Stockholders' deficiency:
Common stock, $0.01 par value; authorized S
1,000 sharesg; 450 shares issued; 116 shares
outstanding '
Additional pald in capital 2, 754 268
Accumulated def1c1t (2,736, 045).
Treasury stock,!at cost, 334 shares (480L382)
Total stockhoiders' deficiency (462,154)
$ 71,926

f
|
|
!
|
|
1
|
|
l
f

See notes to financial statements.




Net loss

.PROVIDENCE CAPITAL, INC.
STATEMENT OF OPERATIONS

'YEAR ENDED DECEMBER 31, 2006

-

Revenues: . ; '
Brokerage comm1551ons
Fee income

" Other income |

Interest and leldend income
Net change in unreallzed apprec1atlon in
marketable securltles

]
5
i
4
b

- Expenses;:

Employee compensatlon and benefits
Communication
Occupancy
Clearance fees?
Depreciation

Interest |

Other operating expenses

)

See notes to financial statements.

$ 961,904

53,500
210,000
' (199) -

1,224,208

761,952
46,355
145,361
230,862
2,657
28,821

292,508

1,508,516

| :
© $ (284,308)




PROVIDENCE CAPITAL, INC.
! " STATEMENT CF CASH FLOWS

' YEAR ENDED DECEMBER 31, 2006

| . ] '
i Cash flows from|operating activitiesw
| Net loss .
5 Adjustments to|reconcile net loss to net
cash used in operating activities:
Depreciation| ‘
Marketable securities owned, net
Receivables from brokers and dealers
Receivables from customers '
'~ Receivable from affiliate
Other receivable
Prepaid expeﬁses and other assets
Accounts payable and accrued expenses

|
e
E Accrued interest on subordinated stockholder loans
I

|
Net!cash used in operating activities

Cash flows from,investing activities:
Purchase of property and equipment
|

Net decrease inécash
Cash and cash equivalents -.January 1, 2006
! - s

Cash and cash eéuivalents - December 31, 2006
[

|

| ©  See notes to financial statements.

5 (284,308

2,657
28,196
1199
11,106
30,000

.-8390

- l(15.233)

_ i (2,585)

(1,087) .

(3,682)

$1-16,638

. -~ |155,908 . .
- | 68.000.

20,320 -



PROVIDENCE CAPITAL, INC,

STAT?MENT OF CHANGES IN STOCKHOLDERS' DEFICIENCY

'! YEAR ENDED DECEMBER 31, 2006

i : Additional .
pommon-, _Paid-in. Accum. ‘Treasury
Stock Capital Deficit Stock Total
t . . !
‘ !
Balances at , . ‘ :
1-1-2006 4 5 $2,754,268 $(2,451,737)} $(480,382) $(177,8486)
. Net loss o - __(284,308) (284,308)
Balances .at o ) ’ _ .
12-31-2006 ] 5 52,754,268 $(2,736,045) $(480,382) $(462,154)

See notes to financial statements.

t




.PROVIDENCE CAPITAL, INC.

"' STATEMENT OF CHANGES .IN LIABILITIES .
SUBORDINATED TO CLAIMS OF GENERAL CREDITORS
. - . ) -

| YEAR ENDED DECEMBER 31, 2006

t

1 . A

Balance at‘Janu?ry 1, 2006 o f“ ‘ : ., $462,676
" "Additions: i
l .
Accrued interest on loan from stockholder , 28,196
Balance at Dece%ber 31, 2006 ' ‘ ) : . $490,872

" See notes to financial statements.




PROVIDENCE CAPITAL, INC.
'NOTES TO FINANCIAL STATEMENTS
- YEAR ENDED DECEMBER 31, 2006 i
o : : . o

Nature of Business:

Providence Capltal Inc. (the "Company") provides 1nvestment banklng

services to customers located throughout the United States and is a .

registered broker/dealer with the Securities and Exchange lcommission
and the National Association of Securities Dealers, Inc. (NNASD")

Summary of gignificant accounting- policies: -;

Cash and cash equivalents:
|

- Cash and cash equivalents include money market funds The Company

defines cash equivalents as highly 11qu1d investments w1th‘a maturity
of three months or less.

From time to time, the Company has cash balances -in excess of the
FDIC insured amount of $100,000. There were no amounts 1n excess of
the FDIC insured amcunt at December 31, 2006. . . 4
‘ i
Investment valuation: !
. I

Investments 'in securities of publicly held companies are| stated at,

the last reported sales price on the day of valuation or the last
quoted bid price for securities for which no sale was reported on
that date. : I
I
;
l
The presentation of financial statements in conformity w1th generally

accepted accounting principles requires management to make estimates
and assumptions that affect the reported amounts of assets and

Use of estimates:

liabilities 'and disclosure of contingent assets and llabllltles at

the date of the financial statements, as well as the reported amounts

of revenues and expenses during the reporting period. Actual results

could differ from those estimates. I
Accounts receivable: : |

|
The Company carries its accounts receivable at cost. Oon a periodic

basis, management evaluates its accounts receivable and determlnes
whether to prov1de an allowance or if any accounts shouldlbe written
off based on'a past history of write-offs and collections and current
credit conditions. The Company does not charge flnance charges on
past due receivables. , .

A receivable is considered past due if the Company has not received
payments based on agreed-upon terms. At that time, management will
consider turning the account over for collection. . - q -

I
The Company generally does not require any securlty or collateral -to
support its recelvables : -




|
PROVIDENCE CAPITAL, INC.

|
_NOTES TO FINANCIAL STATEMENTS (CONTINUED) |
YEAR ENDED DECEMBER 31, 2006 i

|

Summary of significant accounting policies (continued): -
Property and equipment:- : - l

Property and equipment, carried at cost, are depreciated using- the
straight-line method over thelr estimated useful llves : :

Income taxes:

The Company, w1th the consent of its stockholders has elected to be
an "S" corporation under the Internal Revenue Code and the statutes
-of the State of New York. Instead of paying corporate 1ncome taxes,
the stockholders of an "S" corporation are taxed 1nd1v1dually on
their proportlonate shares of the company's taxable income.
Therefore, no provision or liability for federal or state income
taxes has been included in these financial statements. Local income
taxes are provided based on statutory rates.

§
The Company has available at December 31, 2006, approximately
$1,950,000 of unused operatlng loss carryforwards that may be applied
agalnst future taxable income -for local income tax purposes that
expire in various years from 2009 to 2024. : b '

' i
Revenues: | f

- I
Brokerage commissions represent commissions paid to the. Company by
three brokers who clear transactlons and carry all of the accounts on

“behalf of the Company's customers
Marketable churltles owned- . : !

Investments in marketable securltles represent nominal 1nterests in
varlous common stock in publicly traded companies. - ; -
i i

1 Shares  _ Value
Common Stock (100.00%) : . S
Adaptive Broadband Corp. (98.56%) 8,100 $ | 480
Pelta Omega Technologles, Ltd. (1.23%) - ©.10,000 | 1
Durango Apparel Inc. . (0.21%) - . 2,000 I -
' |

Total commoh stock (cost $103,063) oo . s .1 as7




PROViDENCE CAPITAL, INC.
NOTES TO FINANCIAL STATEMENTS {CONTINUED) ;
| | YEAR ENDED DECEMBER 31, 2066 | t
Property and equipment: B | . t }
Property and equipment consists of the following. at DeLember 31,

2006

Office equipment $17,913

Furniture ' 31,917

Less accumulated depreciation ! 47,187

' : ' © % 2,643

Subordinated stockholder loan: -

[8

|
!
|
| |
SR ' o . 49,830 I
|
!
|
!

Subordinated stockholder loan consists of the followlng 1t: December
31, ‘2006:;

] . I
7%, interest and principal due t

at!maturity on December 31, 2007 $402,801
~Accrued interest at December 31, 2006 88,071 .
s490s72

The loan was approved by the NASD as quallfylng for net capital.
Since the Company is prohibited from repaying the loan, the loan will
contlnue as quallfylng for net capital. - |

|
Related party transactions: ' - ’
The Company has an expense sharing agreement with an entlty in which
the Company’s majority stockholder is a member. This entlty receives -
management fees from an investment partnership and lJtlllzeS the
Company s facilities and- other resources to provide lrnanagement_
services to the investment partnership. ~The Company: blllS this
entity for a portion of its overhead. Amounts billed to thls entity
by the Company aggregated $210,000 for the year ended Depember 31,
2006. This amount is included in other income in the accompanying
financial statements. Amounts owed to this entity for brlllngsland
advances aggregated $1,665 at December 31, 2006.




: PROVIDENCE CAPITAL, INC. !
"NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR. ENDED DECEMBER 31, 2006
Commitments and contingency:
Leasef
- The Company currently subleases office space from a third: party under
an operating lease which expires in April 2007. Total rent expense
under the lease aggregated $139,890 for the year ended December 31,
2006. . .

' . |
As of December 31, 2006 future minimum lease payments for the year
ending December 31, 2007 are $27,119.

Investment partnership:

The Company and its majority stockholder were involved 1n promoting
and managing an investment partnership. An underwrlter was
contracted by the management of the investment partnershlp to raise
investment capital. Approximately $2,000,000 was initially raised
from investors and spent on organization and underwriting|expenses

The underwriter subsequently filed for bankruptcy and the investment .
partnershlp has ceased operations. During 2006, the Company incurred
$20,780 in costs relating to the preservation of the ICompany S
reputatlon ‘As of the date of this report, the Company’s management
is not aware of any pending or threatened litigation regardlng this
matter and the Company has not obtained releases from the investors.

! A o

Net Capital requirement-

As a reglstered broker/dealer and member of the NASD, the Company is
subject to the Securities and Exchange Commission's Unlforn\ Net
Capltal Rule 15¢c3-1 which requlres that the Company maintain a
minimum net’capltal and requires that the ratio of the |Company's
aggregate indebtedness to net capital, both as defined, |shall not
exceed 15 to 1. At December 31, 2006, the Company had net capital of
$23,464 which was $18,464 in excess of its required net capltal of
$5,000. The Company s ratio of aggregate 1ndebtedness .to net capital
was 1.84 to 1. .i .

Retirement plan: . o

The Company malntalns a 401 (k) plan. The plan allows for matching
and- discretionary profit sharing contributions after 6 months of
employment. The Company made no contributions in 2006.




PROVIDENCE -CAPITAL, INC.

SCHEDULE I - COMPUTATION OF NET CAPITAL

PURSUANT TO THE UNIFORM NET CAPITAL RULE 15c¢3-1

DECEMBER 31, 2006
i
i .
Total stockholders' deficiency and
subordinated loans :
Deductions: P i
Non-allowable assets:
Property and equipment, at cost, net
- Prepaid expensqs and other assets

Total deductions

Net capital before haircuts on

securities positions

Haircuts on secqrities positions
Net capital
?Aggregate indebtedness
Minimum net capifal required
Excess net capitai

Ratio: Aggregate indebtedness to net capital




P
!r

'I ' PROVIDENCE CAPITAL, INC.

SCHEDULE?II - RECONCILIATION OF COMPUTATION OF NET.CAPITAL
PURSUANT,. TO UNIFORM NET CAPITAL RULE 15c¢3-1 TO COMPANY'S
CORRE%PONDING UNAUDITED FORM X-17A-5 PART IIA FILING

. |

i

DECEMBER 31, 2006

Net capital, Pa#t III, Schedule I - . $2%,464
Net audit adjusﬁments | 2%,290
Change in.haircpts on securities poéitions : Do - (1)
Rounding

|

Net capital, asireported in the Company's - o :
. Part ITA (unaudited) FOCUS Report . - o $50,752
. : ] .




PROVIDENCE CAPITAL, INC.

SCHEDULE III - EXEMPTION FROM RULE 15¢3-3 l

DECEMBER 31 2006

Providence Capltal is exempt £from Rule 15c3-3

transactions
disclosed basis..

transactions for its customers

1. Jefferies & Company, Inc.
2.
3.

Capital Institutional Services
Pershing LLC:

i
: !
since all customer

are- cleared through another broker/dealer -on. a fully
Providence Capital uses the follow1ng flrms to clear its | -

|
|
t
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CERTIFIED PUBLIC ACCOUNTANTS and BUSINESS CONSULTANTS E
!

1700 Galloping Hill Road : ' (908) 298-7700
Kenilworth, NJ 07033 ‘ - Fax: {908} 298-7701

www.frankelandtopche.com

I
To the Stockholders of ;
Providence Capital, Inc. |
New York, New York f

. ) . . |

In plannlng and performing our audit of the financial statements of
Providence Capital, Inc. ("the Company") for the year ended December 31,
2006, we considered its internal control structure, including procedures
for safeguardlng securities, in order to determine our aud1t1ng|procedures
for the purpose of expressing our opinion on the financial statements and
not to provide assurance on the internal control structure.

Also, as required by rule 17a-5(g){1) of the Securities ana Exchange
Commission (SEC), we have made a study of the practices and procedures

including tests of such practices and procedures followed by the Company,
that we considered relevant to the objectives stated in rule 17a-5(g) in
making the pericdic computations of aggregate indebtedness and net capital

under rule 17a-3{(a) (11l) and the reserve required by Rule 15c3 3{e). We

did not review the practices and procedures followed by the Company (i)
1n.mak1ng the quarterly securities examinations, counts, Verlflcatlons and
comparlsons and the recordation of dlfferences required by Rule 17a-13
or {ii) in 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, because the Company does not
carry security accounts for customers or perform custodiaﬂ functions
relating to customer securities.

The management { of the Company is responsible for establishing and
maintaining an internal control structure and the practices andtprocedures
referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgments by management are requlred to
assess the expected benefits and related costs of internal control
structure pollc1es and procedures and of the practices and[procedures
referred to in. K 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 an 1nternal control
structure 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 preparatlon of
financial statements in accordance with generally accepted laccounting
principles. Rule 17a-5(g) lists additional objectives of the practices
and procedures listed in the preceding paragraph.

Member of FIL International

Cormrespondent offices in London and Los Angeles




March 27, 2007 .

Because of 1nher%nt llmltatlons in any internal control structure or the
practices and prpcedures referred to above, errors or lrregularltles may
occur and not be|detected. Also, projection of any evaluationjof them to
future periods is subject to the risk that they may become iinadequate
because of changes in conditions or that the effectlveness of their design
and operation may deterlorate e

Our con51derat10%.of the internal control structure would not necessarlly
disclose all matters in the internal control structure that might -be
material weaknesses under standards established by the Amerlcan Institute
of Certified Public Accountants. A material weakness is-a condition in
which the de51gn or operation of the specific internal controﬁ structure
elements does not reduce to a relatively low level the risk that errors
or 1rregu1ar1t1es in .amounts that would be material in relatlon to the
financial statements being audited may occur and not. be detected within
a timely perlod'by employees in the normal course of performlng their .
assigned functlons However, we noted no matters involving the internal
control structure including procedures for safeguarding securltles, that
we consider to be materlal weaknesses as defined above

We understand that practices and procedures that accompllsh the objectives -
referred to in the second paragraph of this report are con31dered by the
SEC to be adequate for its purposes in accordance. with the Securltles
Exchange Act of: 1934 and related regulations, and that practlces and
procedures that do not accomplish such objectives in all materlal respects
indicate a material, inadequacy for such purposes. Based .on this
understanding and on our consideration of the internal controlfstructure

we believe that 'the Company s practices and procedures were adequate at'_
December 31, 2006 to meet the Comm1SS1on s objectives. :

t
This report is 1ntended golely for the use of management the Securltles

.and Exchange Commission,. and other regulatory agenc1es which rely on Rule

17a-5(g)} under the Securities Exchange Act of 1934 in their regulatlon of
registered brokers and dealers, and should not be used for|any other

- purpose. r

-kl sl e PC

END




