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‘OATH OR AFFIRMATION

1, ALAN WEINER » swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schcdul&s pertammg tothe fimof
STG SECURE TRADING GROUP, INC. as

of DECEMBER 31 ,2006 , are frue ancll correct. T further swear (or affirm) that
neither the company nor any partnes, proprietor, principal officer or director has any proprietary interest in any account
- classified solely as that of a customer, except as follows:

i
]
A

I Slgnature
: l . Tltle
2
;’—’i{D > ‘ ERETT E. DONEGAN
‘ Notary Public EVE :

' NOTABY'PUBUC-STATE OF FLORIDA
This report ** contains (check all appllcable boxes): COMMISSION # DDD0336952
X (a) Facing Page. . My Commission Expires .7/12/2008

(b) Statement of Financial Condition.

X

X : y -
X (c) Statement of Income (Loss). Bonded Thiu (800) 432-6254 Florida Netary Assn., Inc.
X (d) Statement of Changes in Financial Condition, ’ .
X () Statement of Changes in Stockholders' Equity or Partners' or Sole Proprietors’ Capital.
8 (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.l

X (g) Computation of Net Capital,

{8 (h) Computation for Determination of Reserve Requirements Pursuant to Rulc 150-3.
{8 (i) Information Relating to the Possession or Control Requirements Under Rule 150-3,
i
O
X
O

0) A Reconciliation. including appropriate explanation of the Computation of Net Capital Under Rule 15¢3- 3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 150-

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

* consolidation.
(1) An Oath or Affirmation.

(in) A copy of the SIPC Supplementa) Report :
[d (n) A report describing any material inadequacies found to exist or found 1o have existed since the date ofthe previous audit,

"For conditions of confidential treatment of certain portions of thisfiling, see section 240.17a-5(e)(3).




! . BAGELL, I OSEPHS, LEVINE & COMPANY, L.L.C.
Certified Public Accountants:‘

, High Ridge Commons

; " Suites 400-403

: 200 Haddonfield Berlin Road
Gibbsboro, New Jersey 08026

(856) 346-2828 Fax (856) 346-2882

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors ‘
STG Secure Trading Group, Inc. t :
Boca Raton, Florida | :

We have audited the accompanying statement of financial condition of STG Secure Trading Group, Inc. (an S
corporation) as of December 31, 2006 and the related statement of operatlons changes in stockholders’ equity,
and cash flows for the year then ended. 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 w1th auditing standards generally accepted in the United States of
America. Those standards require that we p]an and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An alfldlt 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 ma.nagement as well as evaluating the overall -
financial statement presentatlon We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present falrly, in all material respects, the financial
position of STG Secure Trading Group, Inc. as of December 31, 2006 and the results of its operations and its
cash flows for the year then ended in eonforrmty with accounting pr1nc1p1es generally accepted in the United
- States of Amenca

The accompanyin’g financial statements have been prepared assuming;that the Company will continue as a
going concern.' As shown in the financial statements, the Company incurred a net loss of $1,778,707 during the
year ended December 31, 2006 and as of that date had a workmg capltal of $416,695. As described more fully
in Note 7, the Company must either raise additional capital; increase revenue or lower expenses in order to
continue. Unless, at least one of these conditions is met there is substant1al doubt as to the company's ability to
continue as a going concern. The financial statements do not include any adjustments that might result from the
outcome of this urgcertamty

MEMBER OF: AMERICAN [NSTITUTE OF CERTIFIED PUBL[C ACCOUNTANTS (AICPA)
NEW JERSEY SOCIETY OF CERTIFIED PUBLIC ACCOUNTANTS

; PENNSYLVANIA INSTITUTE OF CERTIFIED PU BLIC ACCOUNTANTS
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Our audit was conducted for the purpose of forming an opinion on: the basic financial statements taken as a
whole. The 1nformatlon contained in the supplemental schedule listed 1 m the accompanying index is presented
for additional a.naly51s and is not a required part of the basic ﬁnanc:lal statements, but is supplemental
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 fma'nclal statements and, in our opinion, is
fairly stated in all materlal respects in relation to the financial statements taken as a whole.

BAGELL, JOSEPHS, LEVINE & COMPANY, LLC.

BAGELL, JOSEPHS, LEVINE & COMPANY, L.L.C.
Gibbsboro, New Jersey

March 29, 2007

£
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FLORIDA STATE BOARD OF ACCOUNTANCY
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STG SECURE TRADING GROUP INC

» STATEMENT OF FINANCIAL CONDITION
{

DECEMBER 31, 2006

ASSETS

Cash

Due from brokers

Securities owned, at market price

Furniture, fixtures, equipment and leasehold improvements - Net
Prepaid expenses

Security deposits

TOTAL ASSETS

i LIABILITIES AND STOCKHOLDERS' |

LIABILITIES
Accounts pay}ible and accrued expenses
Securities - Sold, not yet purchased, at market value

;
Total liabilities

STOCKHOLDERS' EQUITY
Common stock; par value $1 per share; 7,500 shares
authorized, issued and outstanding
Additional paid-in capital
(Deficit) : '

Toftal stockholders' equity -

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY

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

2

EQUITY

-3 4,919

216,347
186,694
98,545
17,076

89,770

$ 613,351

90,953
7,158

98,111

7,500
5,727,503

(5,219,763)
515,240

$ 613,351




FOR THE YEAR ENDED DECEMBER 31, 2006

REVENUE

Commissions and trading profits i

Other income

Total Revenues

EXPENSES '
Commissions
Brokerage ahd clearing
Consulting :

Quotations, research and regulatory

Payroll

Professional fees

Office and administrative
Telephone

Postage |

Rent '

Insurance !

Taxes

Interest ,

Travel and éntenainment
Amortization
Depreciation

Total expenses

NET LOSS °

1

i The accompanying notes ‘are an integral part of these

i

STG SECURE TRADING GROUP IINC
STATEMENT OF OPERATIONS

$ 3,515,367

42,397

3,557,764

2,081,557
808,816
759,188
690,579 .
218,549
155,334
201,174

1,576
10,294
216,163
65,764
4,829
34,771
34,689
2,688
50,500

5,336,471

$(1,778,707)

ﬁnanmal statements,
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STG SECURE TRADING GROUP, INC. -
STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY -

FOR THE YEAR ENDED DECEMBER 31, 2006

*

| o Additional
! . Common Paid—lln :
. Stock Capital (Deficit) Total
BALANCE - BEGINNING OF YEAR  © § 7,500 $ 4,112,354 $(3,441,056)  $ 678,798
Contribution of additional paid-in capital - ! - 1,615,149 - 1,615,149
. | | |

Net (loss) | o - ] - (1,778,707) (1,778,707)
BALANCE - END OF YEAR $ 7,500 $ 5,727,503 $(5219,763)  § 515240

! ¢

The accompanying notes are an integral part these financial statements.
\ ) _

“




: : :
STG SECURE TRADING GROUP, ;INC.

STATEMENT OF CASH FLOWS
' FOR THE YEAR ENDED DECEMBER 31, 2006

t

CASH FLOWS FROM OPERATING AC:‘TIVITIES

Net loss (1,778,707)
Adjustments to reconcile net loss to net cash :
used by operating activities:

Depreciation ' 50,500

(Increase) in due from brokers (166,218)

Decrease in securltles owned, at market value 220,498

Decrease in p_repa]d expenses ' 6,942

( Decrease) in'commission receivable _ 68,796

(Decrease) in‘accounts payable and accrued expenses (176,138)

(Increase) in security deposits (30,466)

( Decrease) in'payable to clearing broker ‘ (232,499)

Total adjustments (258,585)
Net cash used in operating activities (2,037,292)
CASH FLOWS FROM INVESTING ACTIVITIES
acquisition of fixed assets - net (4,222)
Net cash provided by operating activities (4,222)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from additional paid-in capital - Net 1,615,149
Net cash provided by operating activities 1,615,149
NET DECREASE IN CASH AND CASH EQUIVALENTS . (426,365)
CASH AND CASH EQUIVALENTS - BEGINNING OF YEAR 431,284
CASH AND CASH EQUIVALENTS - END OF YEAR $ 4,919

E
4

b
The accompanying notes are an integral part of these financial statements.
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NOTE 1-

,? STG SECURE TRADING GROUP, INC.
; NOTES TO FINANCIAL STATEMENTS
{ DECEMBER 31, 2006
1
|

NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES

STG Secure Trading Group, Inc. (the “Company™) is a general securities broker/dealer registered
in most states. The Company is a fully disclosed mtroducmg discount broker/dealer which clears
transactlons through Penson Financial Services, Inc. ‘and also provides facilities to active day
traders -

The Company is registered w1th the Securities. and, Exchange Commission (SEC) and is a
member of the National Assomatlon of Securities Dealers (NASD) ‘

REVENUE RECOGNITION

Proﬁt and loss arising from propriety securities and commodltles transactions entered into for the
account and risk of the Company are recorded on a trade date basis. Revenue is derived from
customer and proprietary trades introduced to the clearlng broker, who completes the transaction
and subsequently remits a commission to the Company. | In the normal course of business, the
Company will have positions consisting of securities| owned and securities sold, not yet
purchased which are valued at market and unreahzed gains and losses are which included in net
income. '
FURNITURE, FIXTURES, EQUIPMENT AND LEASEHOLD IMPROVEMENTS

i
Fufniture, fixtures, equipment and leasehold improvements are stated at cost. Depreciation of
these assets is computed over their estimated useful lives, five to thirty-nine years, on the
straight-line method., ‘ .

!
INCOME TAXES
i !
Thé Company, with the consent of its stockholders, has echted under the Internal Revenue Code,
to be an S corporation. In lieu of corporation income taxcs the stockholders of an S corporatlon
are taxed on their proportionate share of the company’s taxable income. Therefore, no provision
or llablllty for federal income taxes has been included in these financial statements.

ESJ‘IMATES

The preparation of financial statements in conformity with generally accepted accounting
principles requires fmanagement to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosures of contmgent assets and liabilities at the date of
the financial statements and the reported amounts of revenues and expenses during the reporting
perlod Actual results could differ from those estimates.

(=}




NOTE 1.

NOTE 2-

NOTE 3-

NATURE OF BUSINESS AND SUMMARY OF SIGN
POLICIES (CONTINUED) |
CASH AND CASH EOUIVALENTS | :

i ! ’ '
Less: accumulated depreciation

| ! : |

é a-

t"

DECEMBER31 2006 E :

i

it
d :
B
Al

s STG SECURE TRADING: GROUP AINC. :
NOTESTO FINAN CIAL STATEMENTS*(CONTINUED)

k]
3

i i Lo i ;5

The Company constders all hrghly liquid debt 1nstruments

f b

The Company maintains cash,and cash. cqulvalent balances at financial mstltutlons which are. - |
insured by the Federal Deposit Insurance Corporatron or SCCUI‘IthS Investor Protectlon-

Corporatlon up to $100,000. { - o fi

CLEARING AGREEMENT oy

!

The Cornpany clears certain of its proprietary and customer transactions through anocther c]earmg' )
broker on a fully disclosed basis. The amount payable to the clearing broker relates to these
transactlons and is collateralrzed by securities owned by the Company. The amount receivable

[IFICANT ACCOUNTING

from the. cleanng broker reIates to amounts due on cash and margin transactions.

In accordance with the Agreement all of the Companys property held by the clearmg ‘broker -

‘and other short term investments with
an 1Imt1al maturity of three- ‘months or less to be cash equlvalents :

1nclud1ng but not limited to, securities, deposits, momes a‘nd receivables are used as collateral to’

secure the Company's 11ab111t1es and obligations to the broL

FURNITURE FIXTURES, EOUIPMENT AND LEAS

(CT.

EHOLD IMPRUVEMENTS

t
1

Furrnture fixtures, equrpment and leasehold improvements are- summarlzed as follows

I i
' - E :
- 4
Fur;mture and fixtures ' ; i

g r

Computers and equipment . ) 5
Lez%sehold improvements , g i

!

+

i
£28
. i
; !

) l.
| -

.._,.__.-

Depre01at1on expense for the year ended December 31, »2006 was $50, 500

l
k-
J
a

R PP

l
!
N ez

4 7 .

[:
H

L, . N ‘ TN
- Furniture, Fixtures, Equipment and Leaseholde Improvements

- Net

$101,000

201,353

11,175

T313,528

214,983 . -

_8 98,545




NOTE 4-

NOTE 5-

STG SECURE TRADING GROUP, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2006

NET CAPITAL REQUIREMENT

"

The Company, as a registered broker/dealer in securltles is subject to the Securities and
Exchange Commission Uniform Net Capital Rule (Rule 15¢3-1), which requires that the
Company maintain “Net Capital” equal to the greater of 250,000 or 6 2/3% of “Aggregate
Indebtedness”, as defined, or the minimum net capital requlrement for market makers.”

At December 31, 2006, the Company had net capital of § 281 ,621, which was $31,621

in excess of its requlred net capital of $ 250,000, Howevelr, the Company was not in compliance
with SEC Rule 17a-1 1( ¢ ) (3) that requires net capital to be 120% of the minimum net capital
requirement of $250,000. SEC Rule 17a-11( ¢ ) (3) requ;red net capital of $300,000 the
Company had a net capital capital deficiency of $18,379.

COMMITMENTS

The Company leases its Boca Raton, Florida office fac111t|es under a lease expiring February 28,
2012. The lease requires the Company to pay base rent; and operational expense pass-throughs.

Minimum future rental payments under the lease having a iremaining term in excess of one year
as of December 31, 2006 for each of the next five years are:

Year Amount
- 2007 . ; $140,000
: 2008 | 168,000
2009 : 168,000

2010 ; : 168,000

2011 ' , ; 7 168,000
_remaining lease amount ’ 28,000
' Total Minimum Future Base Rental Payments % | $ 840,000

Total rent expense for the year ended December 31, 2006 was $216,163, which included
operatmg expenses

2




NOTE 6-

NOTE 7-

NOTE 8-

STG SECURE TRADING GROUP,

INC.

; NOTES TO FINANCIAL STATEMENTS (CONTINUED)

; DECEMBER 31, 2006

CONTINGENCIES

13
v

t
|

The Company is a defendant in a civil action. The Cempany intends to v1gorously defend this

action that it considers groundless. The ultimate resolutlon of these matters is not ascertainable

i
|

GOING CONCERN

at thls time. No provision has been made in the financial statements related to these claims.

As ishown in the accompanying financial statements, the Company incurred a net loss $1,770,707
dunng the year ended December 31, 2006. The ability of the Company to continue as a going
concern is dependent on increasing revenue, lowering expenses or raising additional capital. The

financial statements do not include any adjustments that
unable to continue as a going concern.

Management has developed a plan to raise additional capi

' fully described in Note 8.

a
SUBSEQUENT EVENT

might be necessary if the Company is

ital through subordinated debt. As more

The Company received approval from the National Aeso{ciation of Security Brokers ("NASD")
on:March 22, 2007 for a subordinated loan in the famlount of $500,000. The Company has
received $250,000 and expects to receive the remaining $250,000 in April 2007. The

Subordinated loan will included the Company's net capital.

-r
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STG SECURE TRADING GROUP, INC.
.SCHEDULE I
COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1 OF THE

SECURITIES AND EXCHANGE COMMISSION

i - DECEMBER 31, 2006
¢
]
NET CAPITAL:
Total stockholders’ equity qualified for net capital ’ 3 515,240
DEDUCTIONS AND/OR CHANGES .
Non-allowable assets: . | ! :
Furniture, fixtures, equipment and leasehold improvements 98,545
Security deposits : , i 89,770
Prepaid expenses . y 17,076
Total Non-Allowable assets’ ‘ ! 205,391
NET CAPITAL BEFORE HAIRCUTS ON SECURITIES POSITION ' 309,849
HATRCUTS ON.SECURITIES : 28,228
NET CAPITAL : 281,621

COMPUTATION OF BASIC NET CAPITAL REQUIREMENTS

Minimum net c@pital required, 6-2/3% of $90,953 pursuant to Rule 15¢3-1 6,063
Minimum dollar 1;1et capital requirement of reportirilg broker or dealer . 250,000
Minimum dollar ri:et capital requirement based upo;n market making activities 75,000
EXCESS NET éAPITAL ' i - 3 - 31,621

AGGREGATE INDEBTEDNESS: : '

Total aggregate indebtedness from statement of financial condition 3 50,953
PERCENTAGE OF AGGREGATE INDEBTEDNESS TO NET CAPITAL: 32.30%

H .
'S
-+
o

Statement Pursﬁant to Rule 17a-5(d)(4)

. \ -
A reconciliation with the Company's computation of net capital as reperted in the unaudited
Part 1A of Form X-17A-5 was not prepared as there are no material differences
between the company's computation of net capital and the computation contained herein.

t

10




The Company had no liability subordinated to claims of general creditt;')rs

STG SECURE TRADING GROUP, INC.

- SCHEDULE H

STATEMENT PURSUANT TO RULE 17a-5(d)(2) OF THE
SECURITIES AND EXCHANGE COMMISSION

DECEMBER 31, 2006

as of January 1, 2006. In addition,

there were none in existence during the year ended December 31, 2006 and, accordingly, there are no changes

to report.

i
|

11
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; STG SECURE TRADING GROUP, INC. -
| ' SCHEDULEIII ! o
. STATEMENT PURSUANT TO INFORMATION, RELATING TO THE
POSSESSION AND CONTROL REQUIREMENTS UNDER RULE 15¢3-3 :
OF THE SECURITIES AND EXCHANGE'COMMISSION = |
; - " * DECEMBER 31, 2006 - S
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STG Secure Tradn&g Group, Inc is exempt from Rule 15c3 3 under (k)(2)(11) because all customer transactlons
are cleared through another broker/dealer on a fully-disclosed basis. Dunpg the year, the Company did not hold
customers’ funds or securities. STG Secure Tradmg Group, Inc. was in comphance with the conditions of
exemptlon T i B
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STG SECURE TRADING GROUP, INC.
SCHEDULE IV ;
COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
UNDER RULE 15¢3-3 OF THE SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31,2006

As of December 31 2006, STG Secure Tradmg Group, Inc. had no credlt items that would result in a reserve
requirement.
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1 BAGELL, JOSEPHS, LEVINE & COMPANY, L.L.C.
Certified Public Accountants

"High Ridge Commons
Suites 400-403
200 Haddonfield Berlin Road
Gibbsbore, New Jersey 08026
(856) 346-2828 Fax (856) 346-2882

REPORT ON INTERNAL CONTROL

To the Board of Directors
STG Secure Trading Group, Inc.

In planning and performing our audit of the financial statements and supplemental schedules of STG Secure
Trading Group, Inc. December 31, 2006, ,we considered its internal control structure, including control
activities for safeguarding securities, in order to determine our audliting 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 and Exchange Comrmssmn we have made a study of
the practices and procedures followed by the company that we con31dered relevant to the objectives stated in
Rule 17a-5 (g) in making the periodic computatlon of aggregate mdebtedness and net capital under Rule 17a-3
(a) (11) and the procedures for determining comphance with exemptlve prowsmns of Rule 15¢3-3. We did not
review practices and procedures followed by the Company in making the quarterly securities examinations,
counts, verifications and comparisons, and the recordation of dlfferences required by Rule 17a-13 or in
compliance with the requirements for prompt payment of secunties; ur}der section 8 of Regulation T of the
Board of Governors of the Federal Reserve System, because the Company does not carry security accounts for
customers or perform custodial functions relatmg to customer securitics.

1
K

The management of the Company is resp0n51ble for establishing and: mamtammg an internal control structure
and the practices 'and procedures referred to in the proceeding paragraph In fulfilling this resp0n51b111ty,
estimates and judgments by management are required to assess the expected benefits and related costs of
internal control structure policies and procedures and of the practlces and procedures referred to 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 ‘an intemal 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 frorln unauthorized use or disposition and
that transactions are executed in accordance with management’s authorization and recorded properly to permit
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 llsted in the
preceding paragraph

14




Because of inherent limitations in any internal control structures or'the practices and procedures referred to
above, errors or irregularities may occur and may not be detected. Also, protection 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 the internal control structure would not necessarily disclose all matters in the internal
control structure that might be material weakness under standards estilbhshed by the American Institute of
Certified Public Accountants. A material weakness is a condition in |Whlch the design or operation. of the
specific intemal control structure elements does not reduce to a relatively low level the risk that errors or
irregularities in amounts that would be material in relation to the ﬁnanmal 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 matters involving the mternah control activities and their operations
that we consider to be material weaknesses as defined above. These condltlons were considered in determining
the nature, timing and extent of the procedures to be performed in our audlt of the financial statements of STG
Secure Trading Group, Inc. for the year ended December 31, 2006. Durmg the months of May 2006 through
September, 2006 the company failed to maintain its required minimum ni:t capital. Thus causing the Company's
FOCUS reports and other books and records to be inaccurate. The Company was not in compliance with SEC
Rule 17a-11( ¢ )(3) that requires net capital io be 120 percent of minimum net capital of $250,000. Further he
Company failed to protect its cash assets from an officer's defalcatlon of a significant amount of cash. The
material weakness involved a deficiency in internal control activities de31gned to monitor the daily net capltal of
the Company, whlch resulted in a v10]at10n of Net Capltal Rule 1503 1 of the Securities and Exchange
Commission. -

+

We understand that practices and procedures that accomplish the objectlves referred to in the second paragraph
of this report are considered by the Commission to be adequate for its purpose in accordance with Securities
Exchange Act of 1934 and related regulations, and that practices and procedures that do not accomplish such
objectives in all materials 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
for the matter mentioned in the previous paragraph, at December 31, 2006 to meet the Commission’s objectives.

This report is intended solely for the use of management, the Securities Iand Exchange Commission, and other
regulatory agencies, which rely on Rule 17a-5 (g) under the Securities Exchange Act of 1934 and should not be
used by anyone othcr than these specified parties.

BAGELL JOSEPHS, LEVINE & COMPANY, LLC.
BAGELL, JOSEPHS, LEVINE & COMPANY, L.L.C.
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