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OATH OR AFFIRMATION

[, E. RONALD LARA , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

LARA, SHULL & MAY, LTD. as
of "MARCH 31 ,2096 | are true and correct. 1 further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

2

/]
[~ 0(//
( =

“Signature ~

PRESIDENT

Title

Sl Do o By
Notary Pupﬁc b&p,,&; - 9. 30100

This report ** contains (check all applicable boxes):

- (a) Facing Page.

(b) Statement of Financial Condition.

[Z] (c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

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

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(i) 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 15¢3-3.

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

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date ofthe previous audit.

AN

HNEOCEONEERE

W]

O
O

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(¢e)(3).
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BRACE & SUSSMAN, PLLC
Cortsfoodd Pl Abcountonts

| 2 PARMENTER ROAD LONDONDERRY, NH Q3053 TEL. (603) 437-1910
FAX (603) 437-3676

Independent Auditor’s Report

To the Board of Directors of
Lara, Shull & May, Ltd.
Vienna, VA

We have audited the accompanying statement of financial condition of Lara, Shull & May, Ltd. (the
Company) as of March 31, 2006 and the related statements of income, changes in stockholders’
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 Lara, Shull & May, Ltd. as of March 31, 2006, and the results of their
operations and their 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 contained in Schedules I, II, IIl, and IV, 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 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.

Lé(‘/(%@ ‘Jﬁ Wﬂuﬂ..i /:)LLL

Brace & Sussman, PLL.C
Certified Public Accountants
Londonderry, New Hampshire
May 25, 2006




LARA, SHULL & MAY, LTD.
STATEMENT OF FINANCIAL CONDITION

MARCH 31, 2006

ASSETS

' Cash and cash equivalents
Certlflcate of deposit - restrlcted

E Recelvable from broker-dealers and cleanng orgamzatlons

' ‘Deposn with clearing organlzatlon
~Receivable from non-customers .-

| Investrnent accounts, with clearmg orgamzatlon
Furnlture and equipment, at cost less,

) accumulated deprec1at10n of $1 12, 011

5 Secunty depos1ts :

o Prepald expenses and other assets

Total ,Assets ~

LIABILITIES AND STOCKHOLDERS' EQUITY

, Accounts payable and accrued expenses
Comm1ss1ons payable

Income taxes payable

~ Deferred income taxes

Total Liabilities
‘;Stockholders Equlty R
““Common stock, $1 par value, shares authorlzed

o )000 240 issued and outstandmg shares s

- Additional paid-In- capltal
Retamed earnings ‘

Total Stockholders Equlty

| Total S»tockholders' Equity and Liabilities ‘

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

$ 415,085
14,461
402,501
25,000
14,464
1,937 -

36,554
500
16,390

$ 926,892

$ 3,667
246,300
58,751

. 75908

384,626

240

76,043

465983
542266

8 926,802




LARA, SHULL & MAY, LTD.
STATEMENT OF INCOME

FOR THE YEAR ENDED MARCH 31, 2006

‘Ré.ver,l'ues;
Commissions . 82333830
 Fee income IR o - : T 1,624,500
Interest and dividends - - . S 22762
- Other income o o o o 11,243
399335
: Expeng:es:
‘;Em]pl‘oyeeA compensation‘aind_‘bene'fit,si S S TR 602,611
~ Commissions and clearance fees o S +2,530,894
-+ Occupancy S P oL 197,534
~"Other expenses Lo o G 450,177

3781216

- Incomé:'BeforeIncomeTaxes . o N j211,1"1‘9. .
Proyyision'fo‘r.lncoméTa‘xes' .' o S ! '104,927 L

Ne_tintc:‘-omev' D LT o o $ ,:‘106,192 o

The accompariying notes are an integral part of these financial statements. -

i ___ e —————————————— A —



LARA, SHULL & MAY, LTD.
STATEI\/IENT OF CHANGES IN STOCKHOLDERS' EQUITY

FOR THE YEAR ENDED MARCH 31, 2006

Common  Additional ~  Retained .
. Stock Paid-In-Capital =~ _Earnings ~_  -Total

Balance at April 1,2005 . $ 240 ©$ . . 76043  $359791 = $ 436074

Netlcome 106192 106192

Balance at March 31,2006 ~ § 240 S 76043  $465983 . $ 542,266

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

—____________________ "\ @ ————————————————————



LARA, SHULL & MAY, LTD.

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED MARCH 31, 2006 .

Cash flows from operatlng actlvmes , : . v
Net income . - , c ' L o S 106,192
Adjustments to reconcile net income ' ‘ ’ - ‘ ‘
to net cash provided by operatmg activities - P ‘ »
Depreciation L , ‘ 1% 10,708

Deferred taxes - S 46852
Interest i income on cernflcates of deposit - resmcted L S (3)18) 8
{Increase) decrease in operating assets: SRR ' R
- Decrease in receivable from broker-dealers S 19,326
‘Decrease in prepaid expenses and other assets ~ . o 1,669
Decrease in receivable ‘from noncusto‘mers : ‘ S ‘ '2,536
‘]"ncrease (decrease) in operating liabilites: ‘ ‘
Decrease in accounts payable o - _ (6 155)
Decrease in commissions payable o k Lo (13,567)
" Increase in income taxes -payable . ‘ C - 38,903
'Total a&justments _f R L e P 105,954
‘ Net cash provided by operatlng activities i ) k o . o 212,146
- Cash ﬂows from investing actlvmes _ | S B | L | |
Purchase of furniture and equipment L ‘, . Lok , (11,921)
Net cash uséd by investing activities R SR (11,921)
Cash ﬂo WS from fmancmg activities | ‘ ‘ _ |
Decrease in 1nvestment accounts LT .. . 63
Net cash prov1ded by ﬁnancmg activities . I Rt : o 63
‘ Netmcreasemcash S S PR ‘ ‘ f 200,288
*Cash at beginning of the yenr" o ‘ . R | SRR L 214797
' ‘Cashatendoftheyear ‘ ﬂ e i f S . $ 415,085

, SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMA’HON .
"Cash pa1d durmg the year for ‘ '

Interest}paymejnts o - “ e ) ‘$>_ '1,‘7’01 '
In'come‘taxpayme‘nts U8 19T

: Dlsclosure of accountmg pohcy

~ For purposes of the statement of cash flows the Company con51ders all hlghly llql.lld debt
mstruments purchased w1th a maturlty of three months or less to be cash eqmvalents ’

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



' LARA, SHULL & MAY, LTD.
'NOTES TO FINANCIAL STATEMENTS

. MARCH 31,2006

! NOTE 1- SIGNIFICANT 'ACCOUNTING POLICIES

- _Q_ganlzatlon and Nature of Busmess SN - : ;
~ The: Company was incorporated .on March 17, 1981 in the Commonwealth of V1rg1n1a It
provrdes a 'securities brokerage service. to its clients, but does not clear its own transactions or
~hold customer funds or securities. Related commrsswn revenue and expenses are recorded on a
B -settlement date basis. The Company also provides 1nvestment and financial planmng services and
, ”,vmsurance and annuity products. - The Company is reglstered with the ‘Securities and Exchange
- _Comm1ss1on (SEC)and is a member of the National Assocratlon of Securltres Dealers (NASD)

‘. leed Assets L e
‘;Furmture and equipment are bemg deprecrated usmg the stratght -line method over the1r estrmated
useful lives, ranging from five to seven years. Leasehold 1mprovements are amortized over 39

- years. \ ]_*or the fiscal year ended March 31, 2006, depreciation expense was $10 708.

Use of Estimates o . : : :
The. ‘preparation of f1nan01al statements in conforrmty w1th generally accepted accounting
prmc1ples requires management to make estimates and assumptions that affect the reported
- amount of assets and liabilities as of the date of the financial statements, and the reported amounts
- of revenues and expenses durmg the reporting” perlod Actual results could differ from those .

: v.”‘esttmates
| Allowance for Bad Debts b

“The Company considers accounts recervable to be fully collect1ble accordmgly, no allowance for =
L doubtful accounts 1s requued v : : ‘ S

: Investment Adv1sorz Fees = .

- Investment advisory fees are rece1ved quarterly, but are recogmzed as. earned ona pro rata basrs L

s over the term of. the contract

" Clearmg Agreements All company customer transact1ons are cleared on a fully disclosed bas1s o

B - through independent broker/dealers. The clients pay these broker/dealers various charges and fees g =
- for the clearing services provrded All customer related balances are carned on the books of the SRR

clearmg, agents




LARA, SHULL & MAY, LTD.
NOTES TO FINANC_IAL.STATEMENTS (Continued)

MARCH 31, 2006

~ Compensated Absences — Employees of the Company are entitled to paid vacation sick and
- personal days dependlng on job classification, length of service, and other factors. Future
- compenlsatron is prorated based upon employment for the upcoming year. It is 1mpract1cal to

estimate the amount of compensation for future absences and accordingly, no hablhty has been.

~recorded in the accompanying financial statements The Company s pollcy is to recogmze the
' costs. of compensated absences when actually pard to employees :

B ‘,'Advert smg and Marketmg - The Company S pohcy 18 to. expense advertlsmg and marketlng

costs as mcurred Advert1smg and marketmg expense for 2006 was $35 130

~ NOTE 2- | NET CAPITAL

As a broker dealer the Company is subJect to the Securltres and Exchange Commrssmn S
- regulations. and operatmg guidelines, which require. the Company to maintain a spec1f1ed amount

of net capital as defined, and a ratio of aggregate ‘indebtedness to net capital as derived, not .

'exceedmg 15 to 1. The Company’s net capital as cornputed under 15c3-1, was $310 482 at March

31, 2006, which exceeded requrred net capital of $25, 642 by $284,840. The rat10 of aggregate

' mdebtedness to net capital at March 31 2006 was 123. 9%
'NOTE 3- TAXES ON INCOI\’IE

" fTaxes on.income consrst of the followmg

F_ederal | State o | Total
Current ~ $ 48289 § 9786 $ 58075

Deferred 44140 2712 46,852

$ 92429  $.12498 $ 104927

v leeferred income taxes arise from temporary dlfferences resultrng from income and expense items

- reported for financial accounting and tax purposes in d1fferent periods. Deferred tax assets are -
- recorded to reflect deductible temporary drfferences whrle deferred tax lrabrhtres are recorded to
‘ ,reﬂect taxable temporary dlfferences IR : L




LARA, SHULL & MAY LTD
NOTES TO FINAN CIAL STATENIENTS (Contmued)

- MARCH 31, 2006 ‘

NOTE 4- COMlVIITMENTS AND CONTINGENCIES

‘ [‘he Company is comm1tted to an operatmg lease for ofﬁce space Approx1mate future minimum
Jease payments of all non- cancelable operat1ng leases for the next five years is as follows '

2006 ~~$.176,6;9_3_
2007 29592

- $206.285 -
Rent ex.pens'e-‘for the office Space for the fiscal year2006 was $174;201.
NOTE sQ : RETIREMENT PLAN

The Company maintains a proflt sharmg retirement plan for the benefrt of employees who meet
certain age and service requirements. Contributions to the plan are determined by the Board of
Dlrectors Contrlbutlons to the plan were $0 for the year ended March 31, 2006

Effectlve Aprll 1, 1998 the Company adopted a Slmple IRA plan (the Plan) covermg all '
employees Under the terms of the Plan, the employees are. eligible to make contributions to. the
Plan. In add1t1on the Company is required to make a nonelectlve contr1butlon equal to two
- percent of each employee S compensatlon Contrlbuttons to the plan totaled $5, 139 for the per1od_
fended March 31, 2006 g e T

NOTE 6- CON CENTRATION OF CREDIT RISK

- The Company has cash deposxts in a f1nanc1al mstltutlon in excess of the amount msured by the.
Federal Deposn Insurance Corporatlon (FDIC) The excess amount was $288 116 at March 31,
2006 , . , - ‘

The Company is engaged in var1ous tradmg and brokerage act1v1t1es with counterpartles In the .
event. counterpartles ‘do not fulflll their obligations, the: Company may be exposed to risk. The - -
' r1sk of default depends on the. credlt worthlness of the counterparty or issuer of the mstrument It
is the. (*ompany s policy to review, as necessary, the credlt standmg of each. counterparty w1th‘ g
“which 1t conducts busmess ‘ o - ‘ Ce C




LARA, SHULL & MAY, LTD.
NOTES TO FINANCIAL STATEMENTS (Continued)

MARCH 31, 2006

NOTE 7 - PROPERTY ANDEQUIPMENT s

Property and equ1pment at March 31, 2006 consists. of the followmg

Furmture and Equ;pment EERT $ 145,298
Leasehold Irnprovements ’ 3267
148,565
Less Accumulated Deprecratlon -
and Amortlzatron oo 112011
L ' $.36554 -

' NOTE s- , BUY-SELL AGREEMENT

Lara, Shull & May, Ltd., has entered into a Buy- Sell Agreement w1th its stockholders The
‘agreement sets forth the procedures which must be followed with respect to the sale or transfer of
‘any shares of Lara, Shull & May, Ltd.’s stock in the event of death, dlsablhty, retirement, or
termination of a stockholder. .In summary, Lara, Shull & May, Ltd., maintains the right to
purchase the shares, before all others, at an agreed upon value. The value Varles depending upon
 the event causing the share repurchase, as well as thestockholder selhng the shares. "




" LARA, SHULL & MAY,LTD.

' SUPPLEMENTARY SCHEDULES

FOR THE YEAR ENDED MARCH 31,2006




LARA, SHULL & MAY, LTD.

SCHEDULE I

COMPUTATION OF AGGREGATE INDEBTEDNESS AND NET CAPITAL

PURSUANT TO RULE 15¢3-1

MARCH31 2006

: .»'Total ‘Owneiis‘hip eqﬁity ffom' statéménT: of anéJiCial’ condition
- ’I“otal‘ ndnallowable aésets fror_n: 's_tatel:‘n‘lelylt‘ of fi;iancial condition
Net éapital befqre haircufs on se"c_:u,rvitiuejs pbsitioné
Halrcuts on securities )
: : 'Net‘ cabitai "

'Ag gregate mdebtedness x )
Total Al 11ab111t1es from statement of f1nanc1al condition

G ‘_ Total aggregate ‘indebtedne‘ss,
jPercen_tage of aggregaté indcb'tedness to net capital

Computatlon of basm net capltal requlrement
Mmlmum net capltal requlred (6 2/3% of A L )

= M,inimum dollar net capltal :equlrement of reporting broker or dealer L

| ‘Net Capital requirement o

" Excess net capital = -

$

542,266

O (224022)

318244

$

5

| (7.762)
§ 310482
| 384,626

L $ 384,626

L 123.9%

S $ 25642

N

$. 5,000

.

25642

S 284840




LARA, SHULL & MAY, LTD.

RECONCILIATION OF NET CAPITAL PURSUANT TO RULE 15¢3-1

(X-17A-5)
. ATMARCH 31,2006

~ SCHEDULE I (CONTINUED)

o .. FOCUS

- REPORT- .
| . 'PARTDA - .
- "QUARTER ENDED .

- March 31,2006 - ADJUSTMENTS
COMPUTATION OF NET CAPITAL

Total ownership equity from = , R
state‘r‘n‘ent‘of financial condition = § - - $ 542,266

Deductions and/or charges:
Total nonallowable assets
from statement of financial - '
condition - Lo 224022
Haircuts onsecurities ‘ - 7762

Total deductions - 31784

Netcapital ~~  § -8 - 310482

 ANNUAL
' . STATEMENTS

AT

' March 31, 2006

$ . 542266

224,022

7,762

231,784 ]

$ 310482




SCHEDULE II
LARA, SHULL & MAY, LTD.

INFORMATION RELATING TO POSSESSION OR CONTROL
REQUIREMENTS UNDER RULE 15c3 3

o MARCH; 31, 2006

The Company had no 1tems reportable as customers fully pa1d securmes (1) not in the

Company’s -possession or control as of the audit date (for which instructions to reduce to
- possession -or control had been issued as of the audit date) but for Wthh the required action was
~ not taken by the Company within the time frames. spec1f1ed under Rule 15¢3:3 or (2) for which -
instructions to reduce to possession or control had not been issued-as of the audit date, excluding =

" items “arising from “temporary lags Wthh result from normal busmess operatlons as permitted
under Rule 15¢3-3. ‘ ‘ ‘ o




SCHEDULE Il
LARA, SHULL & MAY, LTD.
SCHEDULE OF SEGREGATION REQUIREMENTS AND FUNDS
IN SEGREGATION FOR CUSTOMERS’ REGULATED . . -
COMMODITY FUTURES AND OPTION ACCOUNTS

.. MARCH 31,2006

~The Company claims exemption from the segregation requirements of the Commodities Futures
~Act since it has no commodity customers as the term is defined in Regulation 1.3(k). - =




SCHEDULE v
LARA, SHULL & MAY LTD.
| COMPUTATION FOR DETERMINATION OF -
RESERVE REQUIREMENTS FOR BROKER/DEALER UNDER
RULE 15¢3-3 OF THE SECURITIES EXCHANGE ACT OF 1934

MARCH 31 2006 f o

- Lara, Shull & May, ‘Ltd., is exempt from the reserve requlrements of Rule 1503 3 as its
.- - transactions are limited, such that they do not handle customer funds or securities, accordmgly, :
- the computation for determination of reserve requlrements pursuant to Rule 15¢3-3 and
j ‘information relatmg to the possessmn or control requlrement pursuant to Rule 15c3 3 are not
g appllcable :




BRACE & SUSSMAN, PLLC
Cortifpod Pl Aicountants

Independent Auditor’s Report on Internal
Control Structure Required by SEC Rule 17a-5

Board of Directors
Lara, Shull & May, Ltd.

In planning and performing our audit of the financial statements and supplemental schedules of
Lara, Shull & May, Ltd., (the Company), for the year ended March 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 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 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
achieve the SEC’s above-mentioned objectives. Two of the objectives of internal 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
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 generally accepted accounting principles. Rule 17a-5(g) lists additional
objectives of the practices and procedures listed in the preceding paragraph.

/e



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
weakness 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 March 31, 2006, to meet the SEC’s
objectives.

This report is intended solely for the information and use of the Board of Directors, management,
the Securities and Exchange Commission, the National Association of Securities Dealers
Regulation, Inc. 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 not be used by anyone other than these specified parties.

(2 7 JM/.IJWVML., )D LLC
Brace & Sussman, PLLC
Certified Public Accountant
Londonderry, New Hampshire

May 25, 2006

BRACE & SUSSMAN, PLLC
Cortstod ool icouuntants




