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Independent Auditor’s Report

To the Stockholders .
Gerson, Horowitz, Green Securities Corp.
New York, New York

I have audited the accompanying balance sheet of Gerson, Horowitz, Green Securities Corp. (the
“Company”) as of September 30, 2006 and the related statements of operations, cash flows and
changes in stockholders’ equity and comprehensive income for the year then ended. These financial
statements are the responsibility of the Company’s management. My responsibility is to express an
opinion on these financial statements based on my audit.

| conducted my audit in accordance with auditing standards generally accepted in the United States
of America. Those standards require that I plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement. An audit includes
examining, on a test basis, cvidence supporting the amounts and disclosures in the financial
statcments. An audit aiso includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial presentation. I believe that my audit
provides a reasonable basis for my opinion.

In my opinion, such financial statements present fairly, in all material respects, the financial position
of Gerson, Horowitz, Green Securities Corp. as of September 30,2006 and the results of its

operations, cash flows and stockholder’s equity for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

i o 41 e

"Hicksville, New York
November 21, 2006

Robert N. Nevitt CPA, P.C. 116 New South Road Hicksville, NY 11801

Phone: 516-933.7313 Fax: 516-933-3480 E-Mail: RNNcpapc@aol.com




GERSON, HOROWITZ, GREEN SECURITIES CORP.

BALANCE SHEET
SEPTEMBER 30,2006
ASSETS
Current Assets
Cash and cash equivalents (Note 1) $ 54,039
Commissions and fees receivable (Note 3) 53,859
Prepaid expenses 6,192
Dividend and interest receivabie 375
Investments available for sale (Notes | and 4 ) 52.471
166,936
Other Assets
Stockholder loans (Note 5) 23.536
TOTAL ASSETS $ 190472
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current Liabilities
Accounts payable $ 2.820
Income taxes payable (Notes 1 and 7) -
Deferred income taxes payable 440

Total Liabilities

Commitments and Contingencies (Note 6)

Stockholders’ Equity
Capital stock, class A, 200 shares no par
value authorized, 200 shares issued
and outstanding
Additional paid in capital
Retained earnings
Accumulated other comprehensive income

Total Stockholders’ Equity
TOTAL LIABILITIES AND
STOCKHOLDERS’ EQUITY

See accompanying notes and accountant’s report.
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3.260

7,500
16,763
146,312
16,637

187,212

$ 190472




GERSON, HOROWITZ, GREEN SECURITIES CORP.
STATEMENT OF OPERATIONS
FOR THE YEAR ENDED SEPTEMBER 30,2006

Commission and investment fee income § 270,785

Selling, general and administrative expenses

Salaries - officers 185,000
Payroll taxes 8,650
Automobile expense 8,167
Bank charges 103
Telephone and utilities 5,105
Insurance 7,827
Professional fees 24,300
General office 3,163
Travel and entertainment 43,093
Compliance expense 7,510
Employee benefits 5,517
Dues and subscriptions 3,725
Rent 3,473
Other -
5 305.633
g/ (Loss) from operations (34.848)
Other income:
Interest and dividend income 4,452
Realized gain on investments available for sale 6.609

11,061

(L.oss) before provision for income taxes (23,787)
Provision for income taxes (Notes 1 and 7) 3.100
Net (Loss) $ (26.887)

See accompanying notes and accountant’s report.
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GERSON, HOROWITZ, GREEN SECURITIES CORP.
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED SEPTEMBER 30,2006

Net (Loss) $ ( 26,887)

Other comprehensive income:
Unrealized holding gains on investments available

for sale 7,112
Reclassification adjustment ( 6.684)
Comprehensive Income S (26459

See accompanying notes and accountant’s report.
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. GERSON, HOROWITZ, GREEN SECURITIES CORP.
STATEMENT OF STOCKHOLDERS’ EQUITY
FOR THE YEAR ENDED SEPTEMBER 30,2006

Capital Stock

Balance, beginning $ 7,500
Additions -
Deductions -
Balance, ending $ 7,500

Additional Paid in Capital

Balance, beginning h) 16,763
Additions -
Deductions -
Balance, ending $ 16,763

Retained Earnings

Balance, beginning § 223,594
Additions -
Deductions: Net (loss) ( 26,887)
. Distributions (50,395)
Balance, ending S 146,312

Accumulated Other Comprehensive Income

Balance, beginning $ 16,209
Additions: Comprehensive income 428
Deductions -

Balance, ending $ 16,637

See accompanying notes and accountant’s report.
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GERSON, HOROWITZ, GREEN SECURITIES CORP.
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED SEPTEMBER 30,2006

Cash flows from operating activities:
Net (loss) $( 26,887)
Adjustments to reconcile net income to
cash provided by operating activities:
Realized gain on investments available for sale { 6,609)
(Increase) decrease in:
Commissions and fees receivable (  1,125)
Prepaid expenses (  3,520)
Dividend and interest receivable ( 46)

Increase {(decrease) in:

Accounts payable ( 614)

Income taxes payable ( 2,962)

Deferred income taxes payable ( 2)
Net cash (used) in operating activities { _41,765)
Cash flows from investing activities:

Purchase of investments available for sale ( 4,800)

Proceeds from sale of investments available for sale 33,016

. Net cash provided by in investing activities 28.216
Cash flows from financing activities:

Stockholder distributions (50,395)
Net decrease in cash and cash equivalents ( 63,944)
Cash and cash equivalents, beginning 117,983
Cash and cash equivalents, ending $ 54,039

Supplementary disclosures

Income taxes paid 3 6.354

See accompanying notes and accountant’s report.
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Note 1 -

GERSON, HOROWITZ, GREEN SECURITIES CORP.
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30,2006

Significant Accounting Policies
Organization

Gerson, Horowitz, Green Securities Corp. (the “Company™) was incorporated in the
state of New York on January 9,1970. The Company is registered with the National
Association of Securities Dealers and in licensed to sell mutual funds and annuities
and conducts business primarily in the New York City metropolitan area.

Investments available for sale

Investments available for sale consist of equity securities not classified as trading
securities or as held-to-maturity securities and not mortgage-backed securities. Un-
realized holding gains and losses, net of tax, on investments available for sale are
reported as a net amount as a separate component of stockholders’ equity until real-
ized. Gains and losses on the sale of investments available for sale are determined
using the first-in, first-out method.

Income taxes

The Company, with the consent of its stockholders, has elected to have its income

taxed as an “S” corporation under the provisions of the Internal Revenue Code
which provides that in lieu of corporate income taxes the stockholders are taxed on
their proportionate share of the Company’s taxable income (loss). In addition, the
Company has made a similar election for New York State purposes. Accordingly,
no provision for such income taxes is reflected in the financial statements. The
Company accounts for local income taxes in accordance with the asset and liability
method of accounting for income taxes proscribed by Statement of Financial Acc-
ounting Standards No. 109, Accounting for Income Taxes. Under the asset and li-
ability method of Statement 109, deferred tax assets and liabilities are recognized
for the future tax consequences attributable to the differences between the financial
statement carrying amounts of existing assets and liabilities and their respective tax
bases, losses and tax credit carryforwards. Deferred tax assets and liabilities are
measured using enacted rates expected to apply to the taxable income in the years
in which such temporary differences are expected to recovered or settled. Deferred
income taxes result principally from the unrealized gain on investments available
for sale.




Note 1 -

Note 2-

Note 3-

GERSON, HOROWITZ, GREEN SECURITIES CORP.
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30,2006

Significant Accounting Policies (continued)

Cash Equivalents

The Company considers all short-term highly liquid instruments purchased with an
original maturity date of three months or less to be cash equivalents.

Estimates

The preparation of financial statements in conformity with generally accepted
accounting principles 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 date of the financial statements and reported amounts of
revenues and expenses during the reporting period. Actual results could differ from
those estimates.

Comprehensive Income

The company follows Statement of Financial Accounting Standards (SFAS) No.
130, Reporting Comprehensive Income. This statement establishes rules for the
reporting of comprehensive income and its components. Comprehensive income
consists of net income (loss) and the unrealized holding gains on the investments
available for sale, net of rclated taxes.

Concentration of Credit Risk Arising From Cash Deposits in Excess of Insured
Limits

At September 30, 2006 the Company maintained $ 43,828 in a non-insured money
market account at a financial institution

Commissions and Fees Receivable

At September 30, 2006, no allowance for uncollectible accounts was required.
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Note 4-

Note 5-

Note 6-

Note 7-

GERSON, HOROWITZ, GREEN SECURITIES CORP.
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2006

Investments Available for Sale

At September 30, 2006, the fair value of investments available for sale amounted
to $52.471. The cost of these investments is $35,393.

Stockholder Loans

Stockholder loans is a receivable from a stockholder and is non-interest bearing,
unsecured and payable on demand.

Commitments and Contingencies

The Company maintains a § 50,000 line of credit with a bank. At September 30,
2006, the Company had no outstanding balance under the terms of this credit line.

Provision for Income Taxes
The provision for income taxes is based on taxable income (loss), which includes

certain items of income and expense that are treated differently for the purpose of
calculating taxable income.
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Independent Auditor’s Report on Supplementary Information

To the Stockholders
Gerson, Horowitz, Green Securities Corp.
New York, New York

The information on pages 11 through 13 is supplementary information required by Rule 17a-5 under
the Securities and Exchange Act of 1934. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements, and, in my opinion, is fairly stated
in all material respects in relation to the basic financial statements, taken as a whole.

b el

Hicksville, New York
November 21,2006
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Robert N. Nevitt CPA, P.C. 116 New South Road Hicksville, NY 11801

Phone: 516-933-7313 Fax: 514-933-3480 E-Mail: RNNcpapc@aol.com
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GERSON, HOROWITZ, GREEN SECURITIES CORP.
ANNUAL AUDIT REPORT
FORM X-17A-5 PART II
SEPTEMBER 30,2006

Statement of Financial Condition

Assets
Allowable Allowable Total
Cash and cash equivalents $ 54,039 $ - $ 54,039
Receivables from brokers or
dealers:

Other 53,859 - 53,859
Corporate obligations 10,205 - 10,205
Stock 42,266 - 42,266
Dividend and interest receivable 375 - 375
Other assets:

Loans from stockholder - 23,536 23,536

Prepaid expenses - 6,192 6.192
Total Assets $ 160,744 $ 29,728 $ 190,472
Liabilities and Ownership Equity
Liabilities

Non- A. L
A. L Liabilities Liabilities Total

Accounts payable ¥ 2,820 $ - $ 2,820
Deferred income taxes payable - 440 440
Total Liabilities $ 2,820 $ 440 $ 3260
Ownership Equity

Common stock $ 7.500
Additional paid in capital 16,763
Retained earnings 162,949
Total Ownership Equity $ 187,212
Total Liabilities and Ownership Equity $ 190472

See accompanying notes and accountant’s report on supplementary information.

Page 11




GERSON, HOROWITZ, GREEN SECURITIES CORP.

ANNUAL AUDIT REPORT
FORM X-17A-5 PART I1
SEPTEMBER 30,2006
Computation of Net Capital
‘Total ownership equity $ 187,212
Total capital $ 187212
Non-allowable assets (29,728)
Other allowable credits: Deferred income taxes ( 440)
Net Capital before haircut $ 157,044
Minus haircuts: 15% corporate obligations ( 1,531)
15% stock ( 6,340)
Other securities:
.5% money market fund (219
Net Capital $ 148,954
Computation of Basic Net Capital Requirements
Minimum net capital required (6 2/3% of
aggregate indebtedness) $ 217
Minimum net capital requirement of broker 5,000
Net capital requirement $ 5,000
Excess net capital $§ 143954
Excess net capital at 1000% (net capital less 10%
aggregate indebtedness) S 148,628
Computation of Aggregate Indebtedness
Total liabilities from statement of financial condition $ 3.260
Total Aggregate Indebtedness $ 3,260
Percentage of Aggregate Indebtedness to Net Capital 2.00
Statement of Change in Ownership Equity
Ownership equity, beginning of year $ 264,066
Add: net (loss) for the year { 26,887)
net unrealized gain on investments for sale 428
Deduct: stockholder distributions (_50,395)
Ownership equity, end of year $ 187.212

See accompanying accountant’s report on supplementary information.
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Note 1-

Note 2-

Note 3-

GERSON, HOROWITZ, GREEN SECURITIES CORP.
NOTES TO SUPPLEMENTARY INFORMATION
SEPTEMBER 30,2006

Reconciliation of the computation of net worth

The year end audit disclosed the following adjustments to net worth from the pre-
viously submitted September 30,2006 FOCUS report:

$ 53,859 To record increased commission and investment fee income
375 To record increased dividend and interest income
3,913 To record understatement of prepaid expenses

4273 To record understatement of investments available for sale
{ 3.160) To record accounts payable

$ 59,260 Increase in net worth

Reconciliation of the computation of net capital

The year end audit disclosed the following adjustments to net capital from the
previously submitted September 30,2006 FOCUS report:

$ 59,260 Increase in net worth as summarized in Note 1
( 3,913) Increase in non-allowable prepaid expenses

(  440) Increase in allowable credits
( 1,361) Increase in haircuts

$§ 53,546 Increase in net capital

The Company is exempt from Rule 15¢3-3 as it does not carry securities accounts
for customers or perform custodial functions relating to customer securities.
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Independent Auditor’s Report on Internal Control
Required by Rule 17a-5 of the Securities Exchange Commission

Mr. Albert Horowitz
Gerson, Horowitz, Green Securities Corp.
New York, New York

In planning and performing my audit of the financial statements of Gerson, Horowitz, Green
Securities Corp.(“the Company”) for the year ended September 30, 2006, 1 considered its internal
control, including control activities for safeguarding securities, in order to determine my auditing
procedures for the purpose of expressing my 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 Exchange Commission (“the SEC”), I have
made a study of the practices and procedures followed by the Company including tests that |
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 and for determining compliance with
the exemplive provisions of Rule 15¢3-3. Because the Company does not carry securities accounts
for customers or perform custodial functions relating to customer securities, 1 did not review the
practices and procedures followed by the Company in any of the following:

1, Making quarterly securitics 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 above. In fulfilling this responsibility, estimates and

judgements by management are required to asscss the expected benefits and related costs of controls
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