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i : A. REGISTRANT IDENTIFICATION
NAME OF B_ROKliiR-DEALER: ConAm Securities, Inc. o OFFICIAL USE ONLY
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) FIRM 1.D. NO.
/3990 Ruffin Rd., Suite 100
: ' X . (No. and Street) ’
San Diego, ‘ ' _ -~ CA 92123
; (City) (State) (Zip Code}

! |
NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
Ralph W. Tilley | (858) 614-7271

| (Area Code ~ Telephone Number)

; B. ACCOUNTANT IDENTIFICATION '

' !
INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

KPMG, LLP |
. ) i .
. | _ (Name - if individual, state last, first, middle name) -
750 B Street] Suite 1500 San Diego CA 92101

" (Address), | (City) - ) " (State) (Zip, Code)
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(5] Ce%tified Public Accountant | ) . ?“00

B Prublic Accountant : |gg )
VD Aclcoumant r;ot resident in United States or any of Jits possessions. - - \«h 0 \
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*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
must be supported bv a statement of facts and circumstances relied on as the basis for the exemption. See Section 240.17a-5¢e)(2)

I
I

. Potential persons who are to respond to the collection of
' ' information contained in this form are not required to respond
SEC 1410 (O?'OQ) unlessthe form displays a currently valid OMB control number.

|
|



/

\

1y

[

\

\

- ) T .

1

A

—

*QOQE.- O EE!EEHEEEE

OATH OR AFFIRMATION

A
l
"

1, Ralph W Tilley , swear (or affirm) that, to the best of
my knowledge and belief the accompanying fmancml statement and supporting schedules pertammg to the firm of

ConAm Securities, Inc. , as
of tl December 31 ' , 20_08 , are true and correct. I further swear (or affirm) that

. neither the company nor any partner, proprietor, principal ofﬁccr or director has any propnetary interest in any account

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

~

Notary Public - Califomia  §

[Commlsslon # 1516011 7 ‘i Signature ;
~ President
Ti(!e ' )

a Notary Publica

his report ** contams (check all apphcable boxes):

(a) Facing Page

(b Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statemenll of Changes in Financial Cond:tlon .

{e) Statement of Changes in Stockholders” Equity or Partners’ or Sole Proprietors® Capital.

H Stalement of Changes in Liabilities Subordinated to Claims of Credltors

() Computatlon of Net Capital.

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

(1} ]nformatllon 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
Computatnon for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconmhauon between the audited and unaudited Statemcnts of Financial Condition with respect to methods of .
consohdatlon

(I} An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

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

(o) Independent Auditors' Report on Internal Control
**For conditions ofconfdentml treatment ofcerlam portlons of this filing, see section 240. 17a- S(e)(3).
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' CONAM SECURITIES, INC. -

(SEC Identification No. 8-28758)
(A Wholly Owned Subsidiary of Continental American Properties, L.td.)

Financial Statements and Schedules
December 31, 2006 ° .

l: (With Independent Auditors” Report Thcreoﬁ _
- and Supplemental Report on Internal Control)
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KPMG LLP

Suite 1500

750 B Street :

San Diego, CA 92101 ‘ I

Independent Auditors’ Report

The Board of Directors
ConAm Securities, Inc.: K

I

‘We thave audited the accompanying statement of financial condition of ConAm Securities, Inc.

(the Company), a wholly owned subsidiary of Continental American Properties, Ltd., as of December 31,
2006, and the related statements of operations, shareholder’s 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 with auditing standards generally accepted in the United States of
Amenca Those standards require that we plan and perform the audit to obtain reasonable assurance about .
whe[her the financial statements are free of material misstatement. An audit includes consideration of
lntemal control over financial reporting as a basis for designing audit procedures that are appropriate in the
c1rcumslances 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 also includes
exammmg, on a test basis, evidence supporting the amounts and disclosures in the financial statements,
assessmg the accounting principles used and significant estimates made by management, as well as
evaluaung 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 condition of ConAm Securities, Inc. as of December 31, 2006, and the results of its operations,
shareholder’s equity, and its cash flows for the year then ended in conformity with U.S. generally accepted
accoun(ing principles.

Our audlt was conducted for the purpose of forming an opinien on the basic financial statements taken as a -
whole The additional information contained in schedules | through 3 is presented for purposes of
addltlonal analysis and is not a required part of the basic financial statements, but is supplementary
mformauon required by Rule 17a-5 of the Securities Exchange Act of 1934. Such information has been
sub_lected to the auditing procedures applied in our audit of the basic financial statements and, in our
opmlon is fairly stated, in all material respects, in relation to the basic financial statements taken as a
whole.

oMb LY

San Diego, California
February 8, 2007

KPMG LLP a U.S. limited liability partnership, is the 1.5,
membe! firm of KPMG Inzernational. a Swiss cooperative.




CONAM SECURITIES, INC.
(A Wholly Owned Subsidiary of Continental American Propertics, Ltd.)

Statement of Financial Condition

| December 31, 2006
| Assets
Cash, inc!uding $11,542 in interest-bearing amounts $
Prepaid expenses
3
{ : Liabilities and Shareholder’s Equity
Liabilities:
- Accruéd expenses $
Due to'parcnl company :
! Total liabilities
Shareholdler’s equity (notc 2): -
Common stock, no par value, $100 stated value. Authorized
1,000 shares; issued and outstanding 75 shares
Additi?nal paid-in capital
Retained earnings
Total shareholder’s equity
$

|
|
?

i . .
See accompanying notes to financial statements.

35,663
2,912

38,575

20,065
438

20,553

7,500
7,500
3,022

18,022

38,575




~ Expenses:

CONAM SECURITIES, INC.
(A Wholly Owned Sub51d|ary of Continental American Properties, Ltd.)

Statement of Operations

Year ended December 31, 2006

Revenue:
Adminjstrative fees (note 4)
lntercs% income

Professjional fees

Llcenses and fees

Gcneral and administrative (nole 4)
lnsurance

Miscellaneous

Net income before taxes
Income taxes

Net income

See accompanying notes to financial statements.

|
|
|
|
|
i
i
|
%
|

45,000
175

45,175

34,321
2,188
1,949

438
142

39,038

6,137
2,110

4,027




CONAM SECURITIES, INC. .
{A Wholly Owned Subsidiary of Continental American Properties, Lid.’

Statement of Sharcholder’s Equity
Year ended December 31, 2006

Retained
Additiona! earnings Total
Common paid-in (accumulated shareholder’s
stock capital deficit) equity
Balance at December 31, 2005 $ 7,500 7,500 (1,005) 13,995
Net incorrlw ' — — 4,027 4,027
Balahce at December 31, 2006 b 7,500 7,500 3,022 18,022 '

See accompanying notes to financial statements.
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Cash ﬂows from operating activities:
Net income

Cash at b'eginning of year
Cash at end of year

CONAM SECURITIES, INC.

(A Wholly Owned Subsidiary of Continental American Properties, Ltd.)

Statement of Cash Flows

Year ended December 31, 2006

by
Adjust'ments to reconcile net income to nct cash provided by operating activities:
Increase in prepaid expenses
Increase in accrued expenses and due to parent company
l Net cash provided by operating activities and net increase in cash
Supplemental disclosure of cash flow data:
3

Cash p'aid for income taxes

See accompanying notes to financial statements.

4,027

(428)
5,414

9,013 '
26,650

35,663

2,160
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CONAM SECURITIES, INC.
(A Wholly Owned Subsidiary of Continental American Properties, Ltd.)

Notes to Financial Statements

| December 31, 2006

Genieral Informatien and Accounting Policies and Practices
(a) ‘ General .
\ ConAm Securities, Inc. (the Company) has been approved by the Securities and Exchange

Commission and the National Association of Securities Dealers, Inc. to operate as a broker/dealer for
| direct participation programs. The Company does not directly solicit or execute securities:
transactions, or hold funds or securities, or owe money or securities to customers. The Company also!
does not carry accounts of or for customers.

The Company’s operations are primarily funded by administrative fees received from its parent’
company, Continental American Properties, Ltd.

(b) ' Basis of Accounting

lThe Company prepares its financial statements in accordance with U.S. generally accepled
accounting principles, The Company recognizes administrative fees as revenue as the related,
services are rendered.

(c) I Use of Estimates

| Management of the Company has made a number of estimates and assumptions relating to the '
reporting of assets and liabilities and the disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenue and expenses during the reporting
{ period to prepare these financial statements in conformity with U.S. generally accepted accounting
I principles. Actual results could differ from those estimates.

Net Capital

Under Rule 15¢3-1 of the Securities Exchange Act of 1934, the Company is required to maintain “net
capllal " as defined by the Rule, equal to the greater of $5,000 or 6%% of “total aggregate indebtedness,”
as deﬁned As of December 31, 2006, the Company had “net capital” of $15,110 for regulatory purposes,
which exceeded the amount required.

lncome Taxes

lncorr{w taxes are accounted for under the asset and liability method, Deferred tax assets and liabilities are
recogmzed for the future tax consequences attributable to differences between the financial statement
carrying amounts of existing assets and liabilities and their respective tax bases and operating loss and tax
creclil! carryforwards. Deferred tax assets and liabilities are measured using enacted tax rates expected to
apply|to taxable income in the years in which those temporary differences are expected to be recovered or
settled. The effect on deferred tax assets and liabilities of a change in tax rates is recognized in the period °
that includes the enactment date.

The Company incurred state current income tax expense of $2,110 and no federal current income tax
expense during the year ended December 31, 2006.

“ 6 (Continued)
i
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CONAM SECURITIES, INC.
(A Wholly Owned Subsidiary of Continental American Properties, Ltd.)

Notes to Financial Statements

December 31, 2006

The| Company incurred net operating losses in prior years and elected to forego the carryback of such
-lossles and carry them forward to future years. At December 31, 2006, the Company has available tax net
operating loss carryforwards of approximately $16,815, which will expire in various. years through 2024,
The Company’s deferred tax assets resulted from tax net operating loss carryforward of $2,522, accrual to
cash adjustments of $3,872, and federal deduction of current year state tax of $323. In assessing the
\reallzablllly of deferred tax assets, management considers whether it is more likely than not that some
portlon or all of the deferred tax assets will not be realized. The ultimate realization of deferred tax assets
is dependent upon the generation of future taxable income during the periods in which those temporary
dlfferences become deductible. Due to the uncertainty of future realizability, management has fully offset
‘the net deferred tax asset with a valuation allowance.

{4) Rel:lited-Party Transactions

Durilng, the year ended December 31, 2006, the Company earned $45,000 i.n administration fees from
Contmcnta] American Properties, Ltd. and recorded $1,200 of general and administrative expenses
incurred by Continental American Properties, Ltd. on behalf of the Company.

{5) Liabilities Subordinated te Claims of General Creditors

"The Company has no borrowings under subordination agreements at December 31, 2006.




Schedule 1

CONAM SECURITIES, INC.
{A Wholly Owned Subsidiary of Continental American Properties, Ltd.)
Computation of Net Capital
Under Rule 15¢3-1 of the Securities and Exchange Commission
' December 31, 2006
Net capltal b 18,022
Add llahllmes subordinated to claims of g general creditors allowable in computation of

net capnd] or loss and deferred tax provisions . —
Total net capital and allowable subordinated liabilities 18,022 .
Déduct|: '
Nonallowable assets (2,212) :

_Othqr deductions —

Haircuts computed pursuant to Rule 15¢3-1 —

‘ Net capital $ 15,110

Total aggrcgalc indebtedness $ 20,603
Percenlage of aggregate indebtedness to net capital 136.02%

Percentagci: of debt to equity computed in accordance with Rule 15¢3-1(d) -

Net capltal 15,110

Minimum ‘capital required to be maintained ($5,000 under Reg. 15¢3-1(a)(2)) 5,000

i Net capital in excess of requirements b 10,110

Note: No t[natcrlal differences exist between the dollar amounts reflected in this schedule and those
reported on Part [IA of Form X-17a-5.

See accompanying independent auditors’ report.




Schedule 2
CONAM SECURITIES, INC.
(A Wholly Owned Subsidiary of Continental American Properties, Ltd)

Computation for Determination of Reserve Requirements
Under Rule 15¢3-3 of the Securities and Exchange Commission

Year ended December 31, 2006

I ‘ o .
The Company does not carry customer accounts; therefore, it is not required to compule reserve
requirements in Part I1A of Form X-17a-5.

The Com;j)any is exempt from the reserve requirement computation according to the provision of
Rule 15¢-3-3(k)}2)(i).

{ o .
See accompanying independent auditors’ report.

{



Schedule 3
CONAM SECURITIES, INC.
(A Wholly Owned Subsidiary of Continental Amcncan Properties, Ltd.)
Information Relating to Possession or Control Requirements
Under Rule 15¢3-3 of the Securities and Exchange Commission
December 31, 2006
, ‘ . Market No. of
' value items
Customer:s’ fully paid securities and excess-margin securitics not in
the Company’s possession or control as of December 31, 2006
(for wlnch instructions to reduce to possession or conlrol had
been lssucd as of December 31, 2006) but for which the required
action was not taken by the Company within the time frames
specnﬁcd under Rule 15¢3-3 None None
Customers’ fully paid securities and excess-margin securities for
which mstructlons to reduce to possession or control had not been
:ssued as of December 31, 2006, excluding items arising from
Iemporary lags that result from normal business operations™ as

perrmtt!cd under Rule 15¢3-3 Nonc None

The Comf:any is exempt from the Rule 15¢3-3 as it relates to possession and control requirements under the
(k)(2)(i) exemptive provision.

See accorr?panying independent auditors’ report.
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Independent Auditors’ Report on Internal Control '
Required by Rule 17a-5 of the Securities and Exchange Commission

I
The Board of Directors
ConAm Securities, Inc.:

In plfanning and performing our audit of the financial statements of ConAm Securities, Inc. (the Company) -
as of and for the year ended December 31, 2006, we considered its internal control, including control |
actlvmes for safeguarding securities, in order to determine our auditing procedures for the purpose of .
expreissmg, our opinion on the financial statements and not to provide assurance on the 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 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 df':termining 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
|diff’erenccs reguired by Rule 17a-13.

2. iComplying 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
praculces 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 piractlces 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 mtt'emal 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
unauthorlzed use or disposition, and that transactions are executed in accordance with management’s
authorlzatlon and recorded properly to permit the preparation of financial statements in conformity with
Us. 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 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
sub_lecl to the risk that they may become inadequate because of changes in conditions or that the
effeculveness of their design and operation may deteriorate.

Our consideration of internal control would not necessarily disclose all matters in internal control that
might 1be material weaknesses under standards established by the American Institute of Certified Public

l
u



Accountants A material weakness is a condition in which the design or operation of one or more internal

control compenents does not reduce to a relatively low level the risk that misstatements caused by 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 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 Commission to be adequate for its purposes in accordance‘
*wnh the Securities Exchange Act of 1934 and related regulations, and that practices and procedures that do
‘not ?ccompllsh 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 Commission’s objectwes

“This report is intended solely for the information and use of the board of directors, management, the‘
‘Commission, 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 thelr regulation of registered brokers and
:deaIErs and is not intended to be and should not be used by anyone other than these specified parties. .

SN oMb [LY

-San Diego, California
February 8, 2007
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