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OATH OR AFFIRMATION

-.-" i

;, KENNETH RAY OLIVE, JR ' , swear (or affirm) that, to the best of '

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
THE PETROLEUM CLEARINGHOUSE, INC : as

of SEPTEMBER 30 ,20_06  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: ) '

—— WU

MY 0.'.:0MMIS1$‘.-;O;,1 EE(PI&ES o e A Slgnature
&ine ' . v
PRESI DENT/TREASURE
Title

Notary Public

|

his report ** contains (check all applicable boxes)

(a) Facing Page.”

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition. S

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprictors” 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 15c3-3.

(i) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule t5¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3. i

(k) A Reconciliation between the audited and unaudited Statements of Fmancml 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 of the previous audit.
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**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3). i
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i N KPMG LLP et
It Suite 2700 ’
; 707 Seventeenth Strest

, . ) Denver, CO 80202

Independent Auditors’ Report

The Board of Directors - ! L Coal
The Petroleum Clearinghouse, Inc.: ; Yo ., o

1
3

. .
- ;- r
R U ST -

We have audited the accompanying statement of financial condition of The Petroleum Cleannghouse Inc.
(a Delaware corporation} as of September 30, 2006, and the related statements of operations, 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 consideration of
internal control over financial reporting as a basis for designing audit procedures that are a'ppropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of; the Company’s
internal control over financial reporting. Accordingly, we express no such opinion. An audit also includes
exam;mng, on a test basis, evidence supporting the amounts and disclosures in the ﬁnanc1al statements, and
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 pr0v1des a reasonable
basis for our oplmon [

: | |
In our opinion, the financial statements ‘referred to above present fairly, in all material respects, the
financial position of The Petroleum CIEaringhouse Inc. as of September 30, 2006, and the results of its
operations and its cash flows for the yea: then ended, in conformity with accounting pnnmples generally

accepted in the United States of America. |

Our audit was made for the purpose of forming an opinion on the basic financial statettlcnts taken as a
whole. The information contained in schedules 1 and 2 is presented for purposes of additional analysis and
is not a required part of the basic ﬁnanmal statements, but is supplementary mformatmn required by
Rule 17a-5 under the Securities Exchange Act of 1934. Such information has been subjected to the
audlllng procedures applied in the audit of the basic financial statements and, in our 0p1n10n is fairly
stated, in all material respects, in relation to the basic financial statements taken as a whole!

KPMe P

Denver, Coloradq_' . ‘ '
November 22, 2006 . .o _ |
b :

- A

v i
! KPMG LLP, a U.S. limited liability partnership, is the U.S. 1
member firm of KPMG International, a Swiss cooperative.
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THE PETROLEUM CLEARINGHOUSE, INC.

Statement of Financial Condition

- e

September 30, 2006
Assets
; Cash and cash equivalents $ 7,781
. Receivable from parent, net 1,015
. i} - - Prepaid expense : 1,048
- .~ Membership in exchange 11,239
L Total assets 'S 21,083
f [ .1: ’ .
. o Stockholder’s Equity

’ ‘ Stockholder’s equity: |

‘. Common stock, $0.01 par value. Authorized 10,000 shares;
o issued and outstanding 1,000 shares $ 10
o Additional paid-in capital 18,006

: ‘ Retained earnings 3,067
l o Total stockholder’s equity : 21,083
[l G Commitments and contingencies

‘ Total liabilities and stockholder’s equity $; 21,083

See accompanying notes to financial statements.
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THE PETROLEUM CLEARINGHOUSE, INC.

1 .

i Statement of Operations

: Year.ended September 30, 2006
; .

- Retention fee revenue

" Operating expenses:

Management service fee
Administrative fee and expenses
Occupancy fee

Total operating expenses
Loss from operations
Income tax benefit

Net loss

See accompanying notes to financial statements.

324,264

270,216
49,250
10,809

330,275

(6,011)
(1,138)

(4,873)
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THE PETROLEUM CLEARINGHOUSE, INC.

Statement of Cash Flows

Year ended September 30, 2006

~ Cash flows from operating activities:

Net loss

Adjustments to reconcile net loss to net cash provided by operating activities:
Decrease in receivable from parent
Increase in prepaid expense

Net cash provided by operating activities

Increase in cash and cash equivalents

" Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

* See accompanying notes to financial statements.

$

(4,873)

5,778
(54)

351

851
6,930

7,781




(1)

(2)

THE PETROLEUM CLEARINGHOUSE, INC.
Notes to Financial Statements
September 30, 2006

Business

The Petroleum Clearinghouse, Inc. (the Clearinghouse or the Company) was incorporated in the State of
Delaware on January 1, 2005. The Company is a wholly owned subsidiary of Tristone Energy Services,
Inc. (Tristone), a privately held company headquartered in Denver, Colorado. Tristone owns a diversified
portfolio of companies that provide software, data, and transaction services to companies in the petroleum
industry. Tristone is a majority-owned subsidiary of The Petroleum Place Inc., a privately held company
headquartered in Denver, Colorado. The Company is a registered direct participation program
broker-dealer under the Securities Exchange Act of 1934,

The purpose of the Company is to hold and maintain the broker-dealer license. The Company entered into
a Management Services Agreement (MSA) with Tristone in January 2005. Under the terms of the MSA,
Tristone pays the Company a monthly retention fee in exchange for use of the broker-dealer license in its
auction and negotiated transactions operations. The Company, which has no employees or facilities of its
own, pays Tristone monthly management service, administrative, and occupancy fees in exchange for
administrative, payroll, and other services. The MSA renews automatically for successive one-year periods
unless terminated by either party upon 30 to 180 days advance notice. ‘

Summary of Significant Accounting Policies
(a) Use of Estimates

In preparing the financial statements in conformity with U.S. generally accepted accounting
principles,, management is required to make estimates and assumptions that affect the reported
amounts of assets and liabilities and the disclosure of contingent assets and liabilities as of the date
of the financial statements and revenue and expenses during the reporting period. Actual results
could differ from those estimates.

(b) Cashand t‘ash Equivalents

The Company considers all highly liquid instruments purchased with a remaining maturity, upon
purchase, of 90 days or less to be cash equivalents.

(c) Membership in Exchange

The membership in exchange is carried at cost, and has an indefinite life. The Company reviews the
membership in exchange for impairment whenever events or circumstances indicate that the carrying
amount may not be recoverable.

6 . (Continued)
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THE PETROLEUM CLEARINGHOUSE, INC. I
Notes to Financial Statements
September 30, 2006

(d) Income Taxes

1

The Company’s income taxes in the accompanying financial statements are computed as if the
Company filed a separate income tax return. The Company’s results of operations are included in the
consolidated tax returns of its parent company, Tristone; accordingly, income taxes otherwise
payable to taxing authorities are payable to Tristone. The current provision for income taxes
represents the Company’s estimated tax due to Tristone as if the Company’s tax return filings were
prepared on a stand-alone basis. Deferred tax assets and liabilities are recorded for the estimated
future tax effects of temporary differences between the tax basis of assets and liabilities and amounts
reported in the accompanying statement of financial condition, and for operating loss and tax credit
carryforwards. Through September 30, 2006, there were no such temporary differences or
carryforwards.

(e} Credit Risk

Financial instruments that potentially subject the Company to concentrations of credit risk consist
principally of cash and receivable from parent. The Company places its cash with financial
institutions that management believes are creditworthy.

Net Capital

Pursuant to the net capital provisions of Rule 15¢3-1 of the Securities Exchange Act of 1934 (the Securities
Act), the Compaily is required to maintain a minimum net capital of $5,000. The provisions also require
that the ratio of aggregate indebtedness to net capital, both as defined by the Securities Act, shall not
exceed 15:1. As of September 30, 2006, the excess net capital of the Clearinghouse was approximately
$2,781, and the Company was in compliance with the minimum net capital requirements and the related
net capital ratio. . '

Income Taxes

The estimated federal and state tax liabilities or receivables for income taxes are recorded as income taxes
payable or receivable to parent, which is recorded as a reduction or addition to the receivable from parent,
net in the accompanying statement of financial condition, reflecting the manner in which the Company and
Tristone mtend to settle these intercompany balances. The following are the components of the Company’s
income tax beneftt for the year ended September 30, 2006:

Current federal income tax benefit $ (861)
Current state income tax benefit (277)
Total income tax _beneﬁl $ (1,138)
!
7 (Continued)
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THE PETROLEUM CLEARINGHOUSE, INC. \
Notes to Financial Statements

September 30, 2006 ’

The following is a reconciliation of the difference between the actual provision for income taxes and the
provision computed by applying the federal statutory rate of 15% to loss before income taxes for the year
ended September 30, 2006:

Federal income tax benefit at

statutory rate $ (902)
State income taxes, net of federal benefit (236)
$ (1,138)

The Company had no deferred income tax assets or liabilities as of September 30, 2006, or deferred
income tax provision for the year then ended.

Receivable From Parent, Net

The receivable from parent includes a change of $5,778 due from Tristone. The receivable from parent, net
is due on demand.
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; Schedule 1
THE PETROLEUM CLEARINGHOUSE, INC.
Computation of Net Capital Under Rule 15¢3-1 of i
the Securities Exchange Act of 1934
September 30, 2006
i Stockholder s equity qualified for net capital $ 21,083
;" Less nonallowable assets:
Receivable from affiliate (1,015)
Membership in exchange (11,239
Prepaid expenses o ‘ : . . ; (1,048) .
" Haircut on mvestments (2% balance of $0) | [ —
‘ |
Net capltal ) E 1 | 7.781
Net capital reqmrement ;- 1 i |
The greater of $5, 000, or aggregate . |
indebtedness not'to exceed 1500% of net '
capital ' : E - [ [ 5,000
Excess net ca'pilal_ # $ : 2,781

" The computation of net capual in con]uncnon with Form X-17A-5 as of September 30, 2006, as' ‘filed on

October 3, 2006, differs from the computation of net capital under Rule 15¢3-1, as calculated above,

as follows:
Per
Per Closing/audit computation
Form X-17A-5 adjustments above

¢ Stockholder’s equity $ 38,919 (17,836) 21,083
Receivable from affiliate (18,850) 17,835 ! (1,01%)
Membership in exchange (11,239) — (11,239)
- Prepaid expense (1,048) — ! (1,048)
; 7,782 (1) 7,781
* Net capital requirement 5,000 — 5,000
l Excess net capital $ 2,782 (1) 2,781

. See accompanying independent anditors’ report.
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T ‘Rule 17a-5(d)(2):

R no such habllliﬂes exist.,

' Schedule 2
THE PETROLEUM CLEARINGHOUSE, INC.

Other Required Information

o ' September 30, 2006

. Statement of Changes i m Liabilities Subordmated to Claims of General Creditors Pursuant to

"  The statement of changes in liabilities subordmated to claims of general creditors is omitted since
|

: " Computation for Determmatlon of the Reserve Requireménts Pursuant to Rule 15¢3-3:

.. . The Company is exempt from maintaining a special reserve bank account under Rule 15¢3-3(k)(2)(1).

A

' Information Relating to the Possession or Control Requirements as Required by Rule 15¢3-3:
Information relatmg to the possession or control reqmrements is omitted since the '
Company has no customer securities in its possession nor under its control. '

~See accompanying independent auditors’ report.
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: Independent Auditors’ Report on Internal
. Control Required by SEC Rule 17a-5

! : -

The Board of Directors

The Petroleum Clearinghouse, Inc.:

In planning and perforrmng our audit of the financial statements and supplemental schedules of The
Petroleum Clearmghouse Inc. (the Company) for the year ended September 30, 2006, we considered its
internal control, mcludmg 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 ; |

b
'

Also, as requirediby Rule l?a -5(g)(1) of the Securities and Exchange Commission (SEC),|we have made a

- study of the practlces and procedures followed by the Company including tests of such practices and

procedures that we consndered relevant to the objectives stated in Rule 17a-5(g), makjng the periodic
computations of aggregate 1ndebtedness (or aggregate debits) and net.capital under Rulefl'la 3(a)(11) for
determining comphance w1th the exempnve provisions of Rule 15¢3-3. Because the Company does not
carry securities apcounts for customers ‘o perform custodial functions relating to customer securities, we
did not review the p‘ractlces and procedures followed by the Company in any of the fo]lowmg (1) making
the quarterly secuntles examinations, counts, verifications, and comparisons, and; recordation of
differences requrred by Rule 17a-13; (2) complying with the requirements for prompt payment for
securities under Section 8 of Federal Reserve Regulation T of the Board of Govemors of the Federal
Reserve System; {and 3) obtammg and maintaining physical possession or control of all fully paid and

_excess margin.securities of customers as required by Rule 15¢3- 3. ‘

The management ofjthe Company is responsrb]e for establishing and maintaining mtemal control and the
practices and procedures referred to in the preceding paragraph. In fulfilling this responstbtllty, estimates
and judgments by management are reqmred to assess the expected benefits and related costs of controls,
and of the practlces| and procedures referred to in the preceding paragraph, and to assess whether those
practices and prdcedures can be expected to achieve the SEC’s above mentioned objecttves Two of the
objectives of mterna}l control and the practlces and procedures are to provide management with reasonable
but not absolute, ]assurance that assets for which the Company has responsibility are safeouarded against
loss’ from unauthortzed use or drsposmon and that transactions are executed in accordance with
management’s authorlzanon and recorded properly to permit preparation of ﬁnanmal statements in
conformity with U.S. generally accepted accountlng principles. Rule 17a-5 (g) lists addltlonal objectives of
the practrces and Iprocedures hsted in the | precedmg paragraph

Because of mherentlhnntatlons in 1nterna1 control or, the practlces 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 nsk that they may. become madequate because ‘of changes in conditions or that the
effectiveness of thelr de51gn and operanon may detenorate |

| _ 11 r
| [

KPMG LLP a'U.S. limited liability partnership, is the U.S. . |
member firm of KPMG International, a Swiss cooperativa.
. . . - f
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Our consideration of internal control would not necessarily disclose all matters in mtemal control that
might be material weaknesses under standards established by the American Institute of Certified Public
Accountants. A matenal weakness is a condition in which the design or operation of one or more of the
specific internal control components does not reduce to a relatively low level the risk that misstatements
caused by errors 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 a551gned ‘functions. However we noted no matters involving internal control, including
control activities ?for{safeguardmg secuntnes 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 Feport 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 procedlures that do not
accomplish such objecuves in all material respects indicate a material inadequacy for such purposes. Based
on this understandmg and on our study, we believe that the Company’s practices and procedures were
adequate at September 30, 2006 to meet the SEC’s objectives.

o
This report is intended solely for the information and use of the board of directors, management, the
Securities and Eﬁchénge Commission, the National Association of Securities Dealers and other regulatory
agencies, which 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 partiés. |

: KPMe UP

Denver, Coloradq |
November 22, 2006,

!
i
|
|
P
|
|
|
I
|




