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H OOOREREERS

OATH OR AFFIRMATION

1, HIMESH DHUNGEL, PHD , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
HAMILTON CLARX & CO. , as
of DECEMBER 31 , 2005 , are true and correct. I 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:

Y Y
_& -,
.t Signature /
PRESINERT
Title

r—‘

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

{(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (lugss) LTI T e e a0

(d) Statement of Changes in I-'mancnal 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.

(b} Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

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

() AReconciliation, including appropriate 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.

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

(13 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 of the previous audit.

oo

**For conditions of confidential treatment of certain portions of this filing, see section 240 17a-5(e)(3).

(1) SEE NOTE 7 INCLUDED IN THE NOTES TO FINANCIAL STATEMENTS.



McDONALD, FOX &« LUND, rc.

CERTIFIED PUBLIC ACCOUNTANTS AND ADVISORS

24 Greenway Plaza, Suite 1800 * Houston, Texas 77046-2404
713-850-8787 » Fax 713-850-1673 * www.medonaldfox com

To the Board of Directors and
Stockholder of Hamilton Clark &.Co.

INDEPENDENT AUDITORS' REPORT

We have audited the accompanying statement of financial condition of Hamilton Clark & Co.

(a Delaware corporation) (the Company) as of December 31, 2005, and the related statements of income,
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 Hamilton Clark & Co. at December 31, 2005, and the results of its operations and

its 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 and II 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 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.

Houston, Texas
February 17, 2006



ASSETS

Cash and equivalents
Investments, at fair value - restricted
Accrued advisory fees
Accrued reimbursable expenses

Total assets

LIABILITIES

Accounts payable
Income taxes payable
Deferred income taxes

Total liabilities

HAMILTON CLARK & CO.
STATEMENT OF FINANCIAL CONDITION
December 31, 2005

COMMITMENTS and CONTINGENCIES

STOCKHOLDER'S EQUITY

Common stock; $.01 par value, 3,000 shares authorized,
100 shares issued and outstanding

Additional paid in capital

Retained earnings

Total stockholder's equity

Total liabilities and stockholder's equity

The Notes to Financial Statements are an integral part of this statement.

§ 31,731
232,228
6,250

- 1,076

$ 271,285

3 150
506

8500

9,156

1
209,245

52,883
262,129

8271285



HAMILTON CLARK & CO.
STATEMENT OF INCOME
For the Year Ended December 31, 2005

REVENUES:
Consulting and advisory fees, net § 166,192
Investment banking fee 959,172
Total revenues . 1,125,364
OPERATING EXPENSES:
Management and office services 1,123,027
Operating costs 20,286
Total operating expenses 1,143,313
Net operating loss (17,949)

REALIZED AND UNREALIZED GAIN FROM INVESTMENTS:

Net realized gain on investments 53,534
Net unrealized gain on investments 40,394
Net realized and unrealized gain on investments 93,928

Income before provision for income taxes 75,979
Provision for income taxes \ 9,006
Net income | $ 66,973

The Notes to Financial Statements are an integral part of this statement.



HAMILTON CLARK & CO.,
STATEMENT OF CHANGES IN STOCKHOLDER'S EQUITY
For the Year Ended December 31, 2005

Additional (Accumulated Total
Common paid in deficit) / Shareholder's

stock capital Retained eamings Equity
December 31, 2004 b 1 ¥ 30,468 3 (14,090) $ 16,379
Capital contributions - 178,777 - 178,777
Net income ; | . 66,973 66,973
December 31, 2005 $ 1 3 209,245 § 52,883 § 262,129

The Notes to Financial Statements are an integral part of this statement.



HAMILTON CLARK & CO.
STATEMENT OF CASH FLOWS
For the Year Ended December 31, 2005

CASH FLOWS FROM OPERATING ACTIVITIES:

Net income :
Adjustments to reconcile net income from operations to net cash used
in operating activities:
Proceeds from disposition of restricted investment, net of portion
paid as management fee to parent company
Increase in accrued advisory fees
Increase in accrued reimbursables
Increase in accounts payable
Increase in income taxes payable
Increase in deferred taxes
Unrealized (gain) on investments
Realized (gain) on sale of investments

Net cash provided by operating activities
INCREASE IN CASH
"~ CASH AT BEGINNING OF YEAR

CASH AT END OF YEAR

NONCASH ITEMS:
Investments received for investment banking fee - Note 3
Capital contribution for forgiveness of management fees - Note §

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:

There were no interest or tax payments for the year.

The Notes to Financial Statements are an integral part of this statement.

by
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66,973
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(6,250)
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18,652

18,652

13,079

31,731

P 959,172
178,777



Note 1.

Note 2.

NOTES TO FINANCIAL STATEMENTS

Organization and Operations

Hamilton Clark & Co. (formerly Dominion Financial Securities Company) (the Company)
was incorporated in Delaware on January 24, 1990. During March 2004, Venture Capital
Advisors, LLC acquired Dominion Financial Securities Company as a wholly-owned
subsidiary under a purchase buyout agreement from Dominion Financial Partners, L.L.C. In

March 2004, an amendment was approved to change the name of the Company to Hamilton
Clark & Co.

The Company is a broker-dealer registered with the Securities and Exchange Commission
(SEC) and a member of the National Association of Securities Dealers (NASD). Effective
February 14, 1996, the NASD granted the Company's request to reduce its minimum net
capital requirement from $50,000 to $5,000, which effectively limited the Company's
operations to the distribution of private placements of debt and equity securities to
institutional and other accredited investors.

Significant Accounting Policies

Revenues:

Revenues for private placements and mergers and acquisitions are recognized based on the
nature of the engagement. Revenues for financial advisory fees are recognized over the term
of the related engagement, while investment banking fees are recognized upon consummation
of a transaction. Revenues for fairness opinions are recognized as the service is provided.

Statement of Cash Flows:

For the purpose of reporting cash flows, the Company considers demand deposits in banks
and short-term investments with a maturity of three months or less as cash and cash
equivalents.

Income Taxes:

Income taxes are provided for the tax effects of transactions reported in the financial
statements and consist of taxes currently due plus deferred taxes related primarily to
temporary or permanent differences between the financial statement carrying amounts
of existing assets and liabilities and their respective tax bases. The deferred tax liability
represents the future tax return consequences of those differences, which will be taxable
or deductible when the assets and liabilities are recovered or settled.



NOTES TO FINANCIAL STATEMENTS

Note 2. Significant Accounting Policies (continued)

Management Estimates:

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities, if any, at the date of the financial statements and the reported

amounts of revenues and expenses during the reporting period. Actual results could differ
from those estimates.

Securities Transactions:

Proprietary securities transactions in regular-way trades are recorded on the trade date, as
if they had settled. Profit and loss arising from all securities and commodities transactions
entered into for the account and risk of the Company are recorded on a trade date basis.
Customers' securities and commodities transactions are reported on a settlement date basis
with related commission income and expenses reported on a trade date basis.

Amounts receivable and payable for securities transactions that have not reached their
contractual settlement date are recorded net on the statement of financial condition.

Investment securities are valued at market value, and securities not readily marketable are
valued at fair value as determined by management.

Concentration of Credit Risk and Major Custoniers:

The Company's financial instruments that are subject to concentrations of credit risk consist
primarily of cash and accounts receivable. Collateral is not required for credit extended to the
Company's customers. Major customers are defined as those comprising more than 10% of

the Company's annual revenue. During the year ended December 31, 2005 the Company

had one major customer comprising 85% of the annual revenues. At December 31, 2005

there were no amounts held in accounts receivable from the major customer, however, the
Company holds restricted common stock in the customer with a fair value totaling $232,228.
Additionally, the Company maintains its cash account primarily in one financial institution. At
times, the amounts on deposit may be in excess of the FDIC insured limits.



Note 3.

Note 4,

NOTES TO FINANCIAL STATEMENTS

Investments

On January 31, 2005, the Company received 1,011,906 shares of common stock of a foreign
entity with a fair market value of $959,172 at the date of issuance as payment of an investment
banking fee for completing a merger transactxon

According to the merger transaction agreement, 20% of the shares are subject to
restrictions on resale or transfer, as defined by Rule 904 of Regulation S and Rule 144
of the United States Securities Act of 1933. The restricted shares are being held in
escrow until July 2006. '

During 2005, the Company sold 80% of the common stock shares received as

payment of the investment banking fee, resulting in a realized gain of $56,834 at the time of
sale.

The following is a summary of restricted investment securities as of December 31, 2005:

Unrealized  Market
] Cost Gains Value
Common stock of publicly
traded entity $ 191,834 § 40,394 § 232,228

Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital
Rule (SEC rule 15¢3-1), which requires the maintenance of minimum net capital and requires
the ratio of aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1.
At December 31, 2005, the Company's net capital of $22,575 exceeds the minimum net
capital required of $5,000. Additionally, the Company has no debt outstanding as of
December 31, 2005.



Note 5.

Note 6.

Note 7.

NOTES TO FINANCIAL STATEMENTS

Related-Party Transactions

The Company maintains its offices in the same physical facilities as those of the parent
company, Venture Capital Advisors, LLC. Additionally, the parent company has a
management agreement with the Company to provide management and office services. The
parent company has paid director's compensation, regulatory filing fees and other general
and administrative expenses on behalf of the Company. During 2005, the Company was
charged §1,123,027 for these services. The parent company waived $178,777 of these

fees during 2005, as additions to contributed capital.

The management agreement expires on March 31, 2006 and is expected to be renewed.
Management fees incurred subsequent to 2005 amount to $9,540 and have been waived by

the parent company as additions to contributed capital in 2006.

Income Taxes

The provision for income taxes consists of current and deferred taxes and differs from amounts
that would be calculated by applying federal statutory rates to income before taxes, due to the
effect of nontaxable and nondeductible items.

Provision for income taxes consists of the following:

Current b 506
Deferred 8,500
Total provision § 95,006

At December 31, 2005, deferred tax assets and liabilities have been recognized for the
following temporary differences in tax and financial accounting for:

Nondeductible management fee expenses § (52,750)
Investments, at fair value - restricted 61,250
Net deferred tax liability - current 5 8,500

Liabilities Subordinated to Claims of General Creditors

During the year ended December 31, 20085, there were no liabilities subordinated to the claims
of general creditors. Accordingly, a statement of changes in liabilities subordinated to claims
of general creditors has not been included in these financial statements.



NOTES TO FINANCIAL STATEMENTS

Note 8. Possession or Control Requirements Under Rule 15¢3-3

The Company operates pursuant to the exemptive provisions of paragraph k(2)(i) of SEC Rule
15¢3-3 and paragraph (a)(2)(vi) of SEC Rule 15¢3-1. Accordingly, the Company does not
carry securities accounts for customers or perform custodial functions relating to customer
securities, and, as such, a review of the practices and procedures over safeguarding

securities was not performed.




FINANCIAL AND OPERATION COMBINED UNIFORM SINGLE REPORT
PART IIA

BROKER OR DEALER HAMILTON CLARK & CO. as of DECEMBER 31, 2005

COMPUTATION OF NET CAPITAL

1 Total ownership equity from Statement of Financial Condition . . . o (1) $ 262,129 34RO
2 Deduct ownership cquity not allowable for Net Capital A R . ( 3490
3 Total ownership equity qualified for Net Capital . S ‘ . . . o 262,129 { 3500
4 Add:
A Liabilities subordinated lo claims of gencral creditors allowable in computation of net capital . . . . - 3520
B Other (deductions) or allowable credits (List) . ) B . . - 3525
5  Total capital and allowable subordinated liabilities . .. . . L ) . S o 262,129 3530
6  Deduclions and/or charpes:
A Total nonallowable assels (rom Statement of Financial Condition (Notes B and C) (2} $ 239,554 3540
B Sceured demand note deficiency . . . L . - 3590
C Commodity futures contracts and spot commodities-
Propriciary capital charges . B . o o . 3600
D Other deductions and/or charges .. . e AR - 3610 239,554 | 3620
7 Other additions and/or allowable credits (List) . L e - 3630
8 Net capital before haircuts on securities positions .. . o .. o 22,5751 3640
9 Haircuis on sccuritics (computed, where applicable,
pursuant lo }5¢3-1 (f):
A Contractual sceurities commitments . . e S $ - 3660
Subordinated sccuritics borrowings o S . - 3670
Trading and investment sccurities:
! Exempted securities . .. . . . .. . S - 3735
2. Dcbtsceurities . . o . oo - 3733
3 Options . e . . . . . - 3730
4. Other securitics . . Lo . . - 3734
D Undue Concentration . S . . ‘ . - 3650
E. Other (List) .. . . e . » o - 3736 J - 3740
10 Net Capital . . e . o 3) 5 22,575 1 3750

SEE ATTACHED




M

(2)

3

AMOUNT DOES NOT AGREE WITH AMOUNT OF EQUITY PER FOCUS REPORT DUE TO THE

FOLLOWING:

OWNERSHIP EQUITY FROM AUDITED STATEMENT

INCOME TAXES PAYABLE

DEFERRED INCOME TAXES

RELATED PARTY MANAGEMENT FEES
TOTAL ADJUSTMENTS

EQUITY FROM FOCUS REPORT
NONALLOWABLE ASSETS

INVESTMENTS, AT FAIR VALUE - RESTRICTED
ACCRUED ADVISORY FEES
ACCRUED REIMBURSABLE EXPENSES

TOTAL NONALLOWABLE ASSETS

NET CAPITAL RECONCILIATION -

CAPITAL - PER FOCUS REPORT
LESS ADJUSTMENTS

AUDITED NET CAPITAL

$ 262,129
506
8,500
1,038
10,044
3 272,173
$ 232,228
6,250
1,076
5 23955
$ 32,619
(10,0442

$ 22,575



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART 1A

BROKER OR DEALER HAMILTON CLARK & CO as of DECEMBER 31, 2005

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Patt A
11 Minimum net capital required (6-2/3% of Yine 19y. . . . . . . o . 5 - l 3756|
12 Minimum dollar net capital requircracnt of reporting broker or dealer and minimum net capital requirement
of subsidiaries computed in accordonce with Note (A) S 5,000 | 3758
13. Net copital requirement (greater of line 11 or 12) ) 5,000 | 3760
14 Excess net capilal (line 10 less 13) . S 17,575 3770
15. Excess net capital at 1000% (line 10 less 10% of line 19) S 12,575 ) 3780
COMPUTATION OF AGGREGATE INDEBTEDNESS
16. Total AT Liabilities from Statement of Financia) Condition . . o . ‘ - ] 3790|
17. Add:
A Drafts for immediate credit . oo U . . $ - ‘ 3800|
B. Market value of securities borrowed for which no equivalent
value is paid or credited . o e 5 - 3810
Cc Other unrecorded amounts (List) L L L . $ - 3820 s - 3830
19 Tolal apgregate indcbtedness L o $ - 3840
20 Percentage of aggregate indebiedness to net capital (line 19 by line 10) . ... .. . . . 0%| 3850
21 Percentoge of debt 1o debt-equity total computed in accordance with Rule 15¢3-1(dy . . . e 0%] 3860
COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT - N/A
Part B

22. 2% of combined aggregate debt items as shown in Formula for Reserve Requirements pursuant 1o Rule

I5¢3-3 prepared 8s of the date of the net capital computation including both brokers or dealers

and consolidated subsidiaries' debits B L A o ) N/A 3870
23. Minimum dollar net capital requirement of reporting broker or dealer and minimum net capital

requirement of subsidiarics computed in accordance with Note (A) . AR . . S N/A 3880
24 Net copital requirement (greater of line 22 or 23) I L R N NA | 3760
25 Excess net capital (line 10 less 24) . . . - . . . e $ N/A | 3910
26. Net capital in excess of:
5% of combined aggregate debit items or $120,000. . . . . R o o . B N/A | 3520
NOTES:

(A) The minimum net capital requirement should be compuled by adding the minimum dollar net capital requirement
of the reporting broker desler and, for ench subsidiary to be cansolidated, the greater of:
I Minimum dolilar net capital requirement, or
2. 6-2/3% of apgregate indebledness or 2% of aggregate debits if alierative method is used

(B) Do not deduct the value of securitics barrowed under subordination agreements ar secured demand note
covered by subordination agreements not in satisfactory form and the market values of memberships in
exchanges contribuled for use of company (contra to item 1740) and partners' securities which were
included in non-allowable assets.

(C) For reports filed pursuant to paragraph (d) of Rule 17a-5, respondent should provide a list of material

non-aliowable assets



SCHEDULE II

FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART HHA

BROKER OR DEALERHAMILTON CLARK & CO. as of DECEMBER 31, 2005

Exceptive Provision Under Rule 15¢3-3

25. {f'an exemption from Rule 15¢3-3 is claimed, identity below the section upon
which such exemption is based (check one only)

A (k) {(1)---82,500 capital category as per Rule | 5¢3-1 . . L I . I 4550'
B (k) (2)(A)---"Special Account for the Exclusive Benefit of

customers" maintained . ... . . .. .0 L. L L X l 4560

C.(k) (2)(B)---All customer transactions cleared through another

braker<lcaler on a fully disclosed basis. Name of clearing

fim : I 4335' 4570

D (k) (3)---Exempted by order of the Commission . . . .o Lo oo ’ 4580

Note: In the opinion of the management of Hamilton Clark & Co., conditions of the

Partnership's exemption from Rule 15¢3-3 were complied with through the year ended
December 31, 2005.



McDONALD, FOX &« LUND, rc.

CERTIFIED PUBLIC ACCOUNTANTS AND ADVISORS

24 Greenway Plaza, Suite 1800 * Houston, Texas 77046-2404
713-850-8787 ¢ Fax 713-850-1673 » www medonaldfox com

INDEPENDENT PUBLIC ACCOUNTANTS' SUPPLEMENTARY
REPORT ON INTERNAL CONTROL STRUCTURE

To the Board of Directors and
Stockholder of Hamilton Clark & Co.

In planning and performing our audit of the financial statements and supplemental schedules of
Hamilton Clark & Co. (the Company) for the year ended December 31, 2005, 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 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 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 intemal 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 the
preparation of financial statements in accordance with generally accepted accounting principles. Rule
17a-5(g) lists additional objectives of the practices and procedures listed in the preceding paragraph.



To the Board of Directors and
Stockholder of Hamilton Clark & Co.
Page 2

Because of inherent limitations in internal control or the practices and procedures referred to above,
ertor 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 contro] 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, 2005, to meet the SEC's objectives.

This report is intended solely for the 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 not be used by
anyone other than these specified parties.

L 5 Tit Pt

Houston, Texas
February 17, 2006



