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Henson & Company, CPA’s, Inc.
2045 Huntington Drive, Suite B
South Pasadena, CA 91030
(626) 403-4410 Fax (626) 403-4411

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To The Board of Directors and Stockholders
Prudential-American Securities, Inc.

We have audited the accompanying balance sheet of Prudential-American Securities, Inc. at June
30, 2007 and the related statements of operations, changes in stockholder’s equity and 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 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 America. 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 Prudential-American Securities, Inc. as of June 30, 2007 and the results
of its operations, changes in stockholder’s equity and cash flows for the year then ended in
conformity with 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 information contained on pages 8 and 9 is presented for purposes of
additional analysis and is not required as part of the basic financial statements, but is
supplementary information required by Rule 17a-5 of the Securities and Exchange Commission.
Such information has been subjected to the auditing procedures applied in the examination 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 and in conformity with the rules of the
Secyrities and Exchange Commission.




PRUDENTIAL-AMERICAN SECURITIES, INC.

BALANCE SHEET
June 30, 2007
ASSETS
Current assets:
Cash $ 292,783
Receivables from brokers and dealers 14,981
Prepaid expenses and other current assets 1,000
Total Current Assets 308,764
Other Assets:
Investment in NASDAQ securities 43.360
Total assets § 352,124

LIABILITIES AND SHAREHOLDERS' EQUITY

Current liabilities:

Accounts payable $ 4,726
Salaries payable 49,616
Accrued expenses 5,100

Total current liabilities 59,442

Shareholders' equity:
Common stock, par value $.50 per share,
200,000 shares authorized, and

8,100 shares issued and outstanding 4,050
Additional paid-in capital 69,324
Retained earnings 219.308
Total shareholders' equity 292,682

Total liabilities and shareholders' equity § 352,124

See accompanying notes



PRUDENTIAL-AMERICAN SECURITIES, INC.
STATEMENT OF OPERATIONS AND RETAINED EARNINGS

Year ended June 30, 2007
Revenues:
Commissions $ 109,848
Net profit on sale of trading securities 8,945
Management fees 478,000
Interest & dividends 10,071
606,864
Operating expenses:
Officer salaries $ 130,296
Commissions 27,088
Office salaries 209,293
Printing and supplies 14,370
Telephone 11,161
Parking 4,680
Office expenses 20,459
Payroll taxes 25,368
Insurance 26,217
Rent 54,000
Legal and accounting 10,978
Postage 3,766
Utilities 4,889
Professional dues and associations 6,881
Taxes and licenses 5,166
Other operating expenses 42,646 597.258
Income before taxes based on income 9,606
Provision for income taxes 2,060
Net income 7546

See accompanying notes



PRUDENTIAL-AMERICAN SECURITIES, INC.
STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY
Year ended June 30, 2007

Common Stock Additional Retained Shage-ecr)\t;lders'

Shares Amount  Paid-in capital  Earnings Equity
Balances at June 30, 2006 8,100 $ 4,050 $ 69,324 $ 211,762 $ 285,136
Net income - - - 7,646 7,546
Balances at June 30, 2007 8,100 $ 4,050 $ 69,324 $ 219,308 $ 292,682

See accompanying notes



PRUDENTIAL-AMERICAN SECURITIES, INC.
STATEMENT OF CASH FLOWS

Year ended June 30, 2007

Cash flow from operating activities:
Net income $ 7,546
Non cash items included in net income:
Decrease in receivables from

brokers and dealers 112,792
Increase in prepaids and other current assets (1,946)
Decrease in accounts payable (5,138)
Increase in salaries payable 8,871
Increase in accrued expenses 6,079
Other, net 355

Total cash provided by operations 128,559
Net increase in cash 128,559
Beginning cash balance 164,224
Ending cash balance § 292,783

See accompanying notes



PRUDENTIAL-AMERICAN SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

June 30, 2007

1. SUMMARY OF ACCOUNTING POLICIES

A summary of the significant accounting policies applied in the preparation of the accompanying
statements follows:

Basis of Presentation

The Company was incorporated in California on June 27, 1972 as a registered broker dealer as a
member of the National Association of Securities Dealers. The Company executes and clears its
stock and bond transactions through a major brokerage correspondent on a fully disclosed basis
and forwards to the correspondent all of the funds and securities of customers received in
connection therewith. Stock certificates are not processed by the Company, and accordingly, no
recording of the positions is maintained by the Company.

Revenue recognition

Security transactions, commissions income and the related expenses are recorded on a settlement
date basis, generally the third business day following the trade date.

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 reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the dates of the financial statements, and the reported amounts of revenues and
expenses during the reporting periods. Actual results could differ from these estimates.

Related party transactions

The Company provides research materials and facilities to FIC Financial Center, a related
company.

Property and equipment

Office furniture and equipment over $1,000 are recorded at cost and are depreciated over 5 -7
years using the straight line method over the estimated useful lives of the related assets.

2. COMMITMENTS AND CONTINGENCIES

The Company is contingently liable to their clearing broker-dealer for any losses or claims
resulting from transactions of its fully disclosed customers.

See accountants' report



PRUDENTIAL-AMERICAN SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

June 30, 2007
3. REGULATORY REQUIREMENTS

As a registered broker-dealer, the Company is subject to the Uniform Net Capital Rule of the
Securities and Exchange Commission (Rule 15¢3-1) which requires that the minimum net
capital, as defined, shall by the greater of $100,000 or one-fifteenth of aggregate indebtedness, as
defined. At June 30, 2007, the Company had net capital of $231,573 which exceeded its
requirement by $131,573.

A computation of reserve requirements and information relating to possession and control are not
applicable to Prudential-American Securities, Inc. as the Company qualifies for exemption under
Rule 15¢3-3(k) (2) (i).

4. INCOME TAXES
The Company records the effect of income taxes in accordance with Statement of Financial

Accounting Standards # 109, “Accounting for Income Taxes”. The Company's year-end for tax
reporting purposes is June 30.

See accountants' report



PRUDENTIAL-AMERICAN SECURITIES, INC.
COMPUTATION OF NET CAPITAL PER UNIFORM NET CAPITAL RULE 15¢3-1

June 30, 2007
CREDITS
Shareholders' equity $ 292.682
DEBITS:
Non allowable assets:
Petty cash 100
Haircut on securities 1,668
Prepaid and other current assets 1,000
NASD securities 43,360
46,128
NET CAPITAL $ 246,554

6-2/3% of agpregate indebtedness in the
amount of $62,117 or $100,000, whichever

is greater 100,000
EXCESS NET CAPITAL § 146,554
AGGREGATE INDEBTEDNESS

Accounts payable $ 4,726
Salaries payable 49,616
Accrued expenses 5,100
TOTAL AGGREGATE INDEBTEDNESS $ 62,117

Ratio of Aggregate Indebtedness to Net Capital 0.22:1

See accompanying accountants' report



PRUDENTIAL-AMERICAN SECURITIES, INC.

RECONCILIATION OF NET CAPITAL

June 30, 2007
Net capital per FOCUS report, Part Il $ 281,122
Audit adjustments for net accruals (34,568)
Net Capital : § 246,554

See accompanying accountants' report
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Henson & Company, CPA’s, Inc.
2045 Huntington Drive, Suite B
South Pasadena, CA 91030
(626) 403-4410 Fax (626) 403-4411

Board of Directors
Prudential-American Securities, Inc.

In planning and performing our audit of the consolidated financial statements and supplemental
schedules of Prudential-American Securities, Inc. for the year ended June 30, 2007, we
considered its internal control, including control activities for safeguarding securities, in order to
determine our auditing procedures of expressing our opinion on the consolidated 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, we have
made a study of the practices and procedures followed by Cameron, Murphy & Spangler, Inc.
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 Cameron, Murphy & Spangler, Inc. 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
. Recordation of differences required by rule 17a-13
3. 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 a system of
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 the procedures are to provide



management with reasonable, but not absolute, assurances 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.

Because of inherent limitations in any internal accounting control procedures 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 the specified internal control components does not reduce to a relatively low level the risk that
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 SEC to be adequate for its purposes in
accordance with the Securities and 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 June 30, 2007, 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

Bouth Pasadena, California
August 14, 2007
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