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* Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public
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OATH OR AFFIRMATION

[, KEVIN BRADBURN , swear {or affirm) that, to the best of my
knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
ORCHARD SECURITIES, LLC ,asof _DECEMBER 31 , 2006,

are true and correct. | further swear (or affirm) that neither the company nor any partner, proprietor, principal
officer or director has any proprietary intercst in any account classified solely as that of a customer, except as
follows:

[ \ N\

S:bnaturc

Notary Pubfic

This report** contains (check all applicable boxes):
[ X](a) Facing page.

[ X ] (b) Statement of Financial Condition.
{ X](c) Statement of Income (Loss).

[ X ] (d) Statement of Cash Flows.

[ X ] (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietor’s Capital.

[ 1]1(f Statement of Changes in Liabilities Subordinated to Claims of Creditors.

[ X](g) Computation of Net Capital.

[ 2] (h) Computation for Determination of Reserve Requirements Pursuant to Rule 13¢3-3.

[ 2] (i) Information Relating to the Possession or control Requirements Under Rule 15¢3-3.

[X]() A reconciliation, including appropriatc 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.
[ 31(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to
methods of consolidation. ’
X1 An Qathor Affirmation.
2] (m) A copy of the SIPC Supplemental Report.
X 1(n) A report describing any material inadequacies found to exist or found to have existed since the date of the
previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
1. Company has no liabilities that arc subordinated to claims of creditors.

2. Company exempt under 15¢301(2).

3. Company is not a consolidated entity.
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INDEPENDENT AUDITORS’ REPORT

Member and Board of Directors
Orchard Securities, LLC
Sandy, Utah

We have audited the accompanying statements of financial condition of Orchard Securities, LLC
as of December 31, 2006, and the related statements of operations, members’ equity, and cash
flows for the year then ended. These financial statements are the responsibility of the Company’s
management, Qur 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 referrcd to above present fairly, in all material respects,
the financial position of Orchard Securities, LLC as of December 31, 2006, and the results of its
operations and cash flows for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

Our audits were conducted for the purpose of forming an opinion on the bastc financial
statements taken as a whole, The information contained in the computation and reconciliation of
net capital is presented for purposes of additional analysis and is not a required 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 audits 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.

Yosr, bt s toiaps S,

HANSEN, BARNETT & MAXWELL, PC
Salt Lake City, Utah
February 22, 2007




ORCHARD SECURITIES, LLC
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2006

2006
ASSETS
Current Assets
Cash ) 28,651
Receivables from brokers or dealers 119,056
Qther receivables 332
Other assets 630
Total Current Assets . 148,689
Goodwill 55,000
Total Assets $ 203,689
LIABILITIES AND STOCKHOLDER'S EQUITY
Current Liabilities
Payables to brokers or dealers 10,106
Accrued expenses and other liabilities 4960
Total Current Liabilities 15,066
Members' Equity 188,623
Total Liabilities and Stockholder's Equity § 203,689

The accompanying notes are an integral part of these financial statements.
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ORCHARD SECURITIES, LLC
STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2006

2006

Revenues
Underwriting and selling groups $ 119,056
Total Revenues 119,056

Expenses
Office overhead and operating 4,444
Compensation and related benefits 4,594
Professional fees 6,137
Licensing and registration 27,008
Other 1,400
Total Expenses 43,583
Net Income N 75473

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




ORCHARD SECURITIES, LLC
STATEMENT OF MEMBERS’ EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2006

Common Membership

Units Equity
Balance at December 31, 2005 -9 -
Paid in Capital 1,000 113,150
Net Income - 75473
Balance at December 31, 2006 1,000 § 188,623

The accompanying notes are an integral part of these financial statements,
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ORCHARD SECURITIES, LLC
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2006

2006

Operating Activities
Net income $ 75473
Adjustments to reconcile net mcome
to cash flows from operating activities:
Changes in certain operating assets and labilities:

Receivables [rom bokers or dealers (119,056)
Accounts payable 10,106
Accrued expenses and other liabilities 4,960
Other operating assets (982)
Net Cash Provided From Operating Activities (29,499)

Investing Activities

Purchase of goodwill (55,000)
Net Cash Used In Investing Activities (55,000)
Financing Activities
Proceeds from capital contributions 113,150
Net Cash Provided From Financing Activities 113,150
Net Change in Cash 28,651

Cash At Beginning of Year -

Cash At End of Year $ 28,051

The accompanying notes are an integral part of these financial statements.
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ORCHARD SECURITIES, LLC
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2006

Note 1 — Organization and Description of Business

Orchard Securities, LLC (“Company”) was organized as a limited liability company under the laws of the
State of Utah on September 27, 2005 to engage in the securities business as a broker-dealer under the
Securities Exchange Act of 1933, as amended. It is a member of the National Association of Securities
Dealers, Inc. (“NASD™), the Securities Investor Protection Corporation, and is registered with the United
States Securities & Exchange Commuission.

The owners of the Company purchased an existing broker-dealer in October 2006, and as an equity
contribution, contributed all membership interests in the purchased broker-dealer to the Company. While
legally organized in 2005, no business activity occurred until the 4" quarter of 2006. In order to operate as a
broker-dealer and to conduct securities business, approval was needed from the NASD and from the State of
Utah. The Company received formal approval from the NASD on October 3, 2006 and from the State of
Utah on October 12, 2006

As an LLC, the equity structure is similar 1o a partnership while the owners/members are afforded legal
liability protection similar to a corporation.

The Company is primarily engaged in providing underwriting services related to the private placement of
real estate securities.

Note 2 - Summary of Significant Accounting Policies

Basis of Presentation and Use of Estimates

The financial statements have been prepared in conformity with accounting principles generally accepted in
the United States of America. In preparing the financial statements, management is required to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues
and expenses during the reporting period. Management believes that the estimates utilized in preparing its
financial statements are reasonable and prudent. Actual results could differ from those estimates.

Recognition of Revenues and Expenses

Revenues and expenses from all securities transactions are recorded on the close date of the underlying real
estate. The Company does not participate in any proprietary securities transactions.

Cash

Cash consists of bank deposits with a FDIC-insured institution.

Receivables from brokers or dealers

Receivables from brokers or dealers consist of funds derived from the private placement of real estate

securities that have been earned but not remitted to the Company. The Company has a receivable from a
broker-dealer of which one of the officers is also an officer of the Company.




Goodwill

Goodwill represents the excess of the amount paid over the fair value of net assets acquired in a
business combination. In accordance with Statement of Financial Accounting Standards (“SFAS”)
No. 142, goodwill and other indefinite lived intangible assets are no longer amortized, but are
reviewed annually for impairment. As of December 31, 2006, the Company has deemed no
impairment of goodwill for the period ended on this date.

Income Taxes

The Company is taxed as a limited liability company, thus all profits and losses are passed through to
the individual members, and accordingly, the Company records no tax provision.

Financial Instruments

Financial instruments include accounts receivable and accounts payable. Management estimates that
the carrying amount of these financial instruments represents their fair values, which were
determined by their near term nature or by comparable financial instruments’ market value.

Recent Accounting Pronouncements

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements (“SFAS 1577).
SFAS 157 defines fair value, establishes a framework for measuring fair value, and expands
disclosures about fair value measurements. SFAS 157 will be applied prospectively and is effective
for fiscal years beginning after November 15, 2007, and interim periods within those fiscal years.
SFAS 157 is not expected to have a material impact on the Company’s financial statements.

Broker/dealers must file a Financial and Operational Combined Uniform Single (FOCUS) report
with the SEC. Since SFAS No. 125 Accounting for Transfers and Servicing of Financial Assets and
Extinguishments of Liabilities issued in 1997, no new accounting pronouncements have been issued
that would affect the filing.

Note 3 — Expense Sharing Agreement

The Company has an expense sharing agreement with a broker-dealer. Under the agreement, the
broker-dealer pays for the expenses of the Company, with a percentage of those costs, calculated
using an agreed-upon ratio, reimbursed back to the broker-dealer. The agreement was in place
during 2006 but converted to a month-to-month arrangement for 2007 and is renewable at the
end of each month for as long as the two parties agree to the terms. Also included in this
agreement is the leasing of office equipment, which is also on a month-to-month basis and
cancelable at any time. Total lease expensc for office equipment as of December 31, 2006 was
$1,000.

Note 4 — Goodwill

As stated in Note 1, during 2006 the owners of the Company purchased an unrelated broker-
dealer registered with the NASD. Upon close of the purchase, the ownership interests were
transferred to the Company. After the NASD approved the transfer of registration from the
purchased broker-dealer to the Company, the purchased broker-dealer was dissolved. The entire
purchase price of $55,000 was allocated to goodwill since the purchased broker-dealer had no



tangible assets on the date of the purchase.
Note 5 — Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (rule
15¢c-1), which requires the maintenance of minimum net capital and requires that the ratio of
aggregate indebtedness to net capital, both as defined, shall not exceed 8 to 1.

At December 31, 2006, the Company had net capital of $13,585 which was $8,585 in excess of its
required net capital of $5,000. The Company’s ratio of aggregate indebtedness to net capital was 1.11
tol.
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ORCHARD SECURITIES, LLC

COMPUTATION AND RECONCILIATION OF NET CAPITAL

DECEMBER 31, 2006

Total members' equity

Less non-allowable assets:
Receivables from brokers or dealers
Cash in "Central Registration Depository” account
Other assets

Net Capital
Net capital per the FOCUS report dated December 31, 2006
Difference

Aggregate Indebtedness
Total liabilities

Computation of Basic Net Capital Requirement
Net capital
Minimum net capital required

Excess Net Capital
Ratio of Aggregate Indebtedness to Net Capital

Ratio of Aggregate Indebtedness to Net Capital
per the Focus Report

Difference

11

188,623

(119,056)
(650)
(55,332)

13,585

13,585

15,066

13,585
5,000

8,585

1.11to 1]

l.11to]
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INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS' SUPPLEMENTAL
REPORT ON INTERNAL ACCOUNTING CONTROL REQUIRED
BY SEC RULE 17a-5 FOR A BROKER-DEALER
CLAIMING AN EXEMPTION FROM SEC RULE 15¢3-3

Member and Board of Directors
Orchard Securities, LLC
Sandy, Utah

In planning and performing our audit of the financial statements and supplemental schedules of
Orchard Securities, LLC (the Company), for the year ended December 31, 2006, we considered
its internal control, including control activities for safeguarding securities, in order to determine
our auditing procedures for the purpose of expressing our opinion on the financial statements and
not to provide assurance on internal control.

Also, as required by rule [7a-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 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 comparisons

2. 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 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
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achieve the SEC’s above-mentioned objectives. Two of the objectives of internal control and the
practices and procedures arc to provide nanagement 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.

Because of inherent limitations in internal control or 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.

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 specific 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 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 December 31, 2006, to meet the SEC’s
objectives.

This report is intended solely for the information and use of management, the Securities and
Exchange Commission, 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 1s not
intended to be and should not be used by anyone other than these specified parties.

éfw%/ MJ’M /r

HANSEN, BARNETT & MAXWELL, PC
Salt Lake City, Utah
February 22, 2007
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