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OATH OR AFFIRMATION

I, Joha W. Rislew lc , swear (or affirm) that, to the best of
my knowledge and beli;:f the accompanying financial statement and supporting schedules pertaining to the firm of

L. 0. Thomas & Co. Inc. , as
of December 31 . , 20_08 , are true and correct. [ 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:

Signature

President

Title

Notary Public

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

4 (a) Facing Page.

[d (b) Statement of Financial Condition.

Ld (c) Statement of Income (Loss).

3 (d) Statement of Changes in Financial Condition.

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

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

& (2) Computation of Net Capital.

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

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

O () A Reconciliation, 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.

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

‘ consclidation.

& () An Oath or Affirmation.

O (m) A copy of the SIPC Supplemental Report,

O (n) A reportdescribing 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).
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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors and Stockholder of
L. O. Thomas & Co., Inc.

We have audited the accompanying Statement of Financial Condition of L. O. Thomas &
Co., Inc. (an S Corporation) as of December 31, 2006, and the related statements of
Income, Cash Flows and Changes in Stockholder's Equity for the year then ended.
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 staterments 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 L. O. Thomas & Co., Inc. as of December 31, 2006,
and the resuits 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 whole. The Computation for Net Capital Pursuant to SEC Rule
15¢3-3 on page 10 is presented for purposes of additionat analysis and is not a required
part of the basic financial statements. Such information has been subjected to the
auditing procedures applied in the audit of the basic financial statements, and, in our
opinion, is fairly stpted in all material respects in retation to the basic financial statements

Gregg M. Heinihger, CPA
Ocean City, New Jersey

February 23, 2007




L. O. Thomas & Co., Inc.
Statement of Financial Condition
December 31, 2006

The accompanying notes are an integral part of the financial statements.
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l ASSETS
Current Assets
l Cash $ 7123
Commissions Receivable 46,648
Prepaid Expenses 250
l Total Current Assets 54,021
l Furniture, Fixtures and Equipment,
less accumulated depreciation of $19,769 380
I Other Assets
Security Deposit 1,775
I $ 56,186
I LIABILITIES AND STOCKHOLDER'S EQUITY
Current Liabilities
l Commissions Payable 36,830
Accounts Payable 6,265
I Payroll Taxes Payable 2,948
Total Current Liabilities 46,043
. Stockholder's Equity
Common Stock, no par value, 1,000 shares authorized,
I 100 shares issued and outstanding 30,000
Additional Paid in Capital 5,922
Retained Earnings (25,779)
I Total Stockholder's Equity - 10,143
| $ 56,186




L. O. Thomas & Co., Inc.
Statement of Income
For the Year Ended December 31, 2006

Revenue from Commissions $ 959,535

General and Administrative Expenses

Advertising 1,292
Auto and Travel 4,396
Bank Charges 17
Commission Expense 708,885
Contributions 460
Depreciation 226
Dues and Assessments 12,382
Insurance 4,407
Licenses and Permits 560
Travel and Entertainment 2,706
Office Expenses 16,353
Payroll Taxes 6,353
Professional Fees 4,850
Quote Service 1,982
Rent 23,726
Repairs and Maintenance 4,060
Seminars and Training 420
State Income Tax 2,340
Subcriptions 968
_Telephone 5,388
Utilities 2,147
Wages - Officer 25,800
Wages - Other 33,216
Total General and Administrative 862,934
Income From Operations 96,601
Other Income and Expenses
Interest Income 50
Total Other Income and Expenses 50
Net Income $ 96,651

The accompanying notes are an integral part of the financial statements.
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L. O. Thomas & Co., Inc.
Statement of Cash Flows
For the Year Ended December 31, 2006

Cash Flows From Operating Activities
Net income
Adjustments to reconcile net income to
net cash provided by operating activities
Depreciation
(Increase) decrease in:
Commissions receivable
Increase (decrease) in:
Commissions payable
Accounts payable
Payroll taxes payable
State corporate taxes payable

Net cash provided by operating activities
Cash Flows From Financing Activities
Distributions to shareholder
Net cash used in financing activities
Net decrease in cash
Cash at beginning of year

Cash at end of year

$ 96,651

226
(5,479)
6,306

2,489
408

(1,300)
99,301

(100,049)

{100,049)
(748)

7.871

$ 7,123

The accompanying notes are an integral part of the financial statements.
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L. O. Thomas & Co., Inc.
Statement of Changes in Ownership Equity
For the Year Ended December 31, 2006

Common Stock, no par value, 1,000 shares authorized,

100 shares issued and outstanding $ 30,000
Additional Paid in Capital 5,922
$ 35,922
Retained Earnings:
Retained Earnings, Beginning of Year (22,381)
Net Income 96,651
Less: Distributions $ (100,049)
Retained Earnings, End of Year (25,779)
Ownership Equity, End of Year $ 10,143

The accompanying notes are an integral part of the financial statement.
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L. O. Thomas & Co., Inc.
December 31, 2006

NOTE A - ACCOUNTING POLICIES

Nature of Operations

L. ©. Thomas & Co., Inc. is an introducing broker-dealer operating one office located in Linwood,
New Jersey. The Company's primary source of revenue is providing brokerage services to customers,
who are predominately small and middle-market businesses and individuals.

The Company is exempt from NASD rule 15¢3-3 because they do not carry securities accounts
for customers or perform custodial functions relating to customer securities.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions. Those estimates and assumptions
affect the reported amounts of assets and liabilities, contingent assets and liabilities and

revenues and expenses during the reporting period. Actual results could differ from these estimates.

Cash and Cash Equivalents

For purposes of the statement of cash flows, the Company considers all short-term debt securities
purchased with a maturity of three months or less to be cash equivalents.

Income Taxes

The Company has elected S corporation status for both federal and state income tax
purposes. In lieu of corporation income taxes, the shareholder(s) of an S corporation are
taxed on their proportionate share of the Company's taxable income. Therefore, no
provision or liability for federal income taxes has been included in the financial statements.
State corporate tax represents the minimum tax due for New Jersey corporations.

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 of $5,000. The Company's
net capital exceeded the minimum capital requirement on December 31, 2006 by $2,728.

Depreciation

The Company's furniture, fixtures and equipment are depreciated using primarily the modified accelarated

cost recovery system over estimated useful lives of 5 to 7 years.




L. O. Thomas & Co., Inc.
December 31, 2006

NOTE B - CONCENTRATION OF RISK
The Company performs brokerage services for clients primarily located in the central-eastern
portion of the United States. Management believes that the risk of concentration is minimal

due to the fact that it has a broad-based clientele of both business and individuals. The loss
of any significant client would not have a major impact on the Company's financial condition.

NOTE C - ANNUAL NASD AND SIPC FEES

We have examined the combined invoice for annual NASD and SIPC fees for L. O. Thomas & Co.,
Inc. for the twelve months ended December 31, 2006. it appears the aforementicned is complete
and accurate, and all assessments due the SIPC have been paid.




Supplementary Information




L. O. Thomas & Co., Inc.
Computation for Net Capital
Pursuant to Rule 15¢3-1
December 31, 2006

Total Ownership Equity $ 10,143
Less: Non-allowable Assets (2,415)
Total Allowable Assets 7,728
Net Capital $ 7,728

No material diffe‘rences exist between the broker-dealer's unaudited filing of Part lIA of the
FOCUS report and the above net capital computation.

10




Phone (609) 398-8149
Fax  (609) 398-8513
E-Mail gmhcpa@®comeast.net

MARMORA OFFICE
16 ROOSEVELT BLVD
MARMORA, NEW JERSEY 08223

GREGG M. HEININGER
CERTIFIED PUBLIC ACCOUNTANT

8TH STREET & WESLEY AVENUE
516 E. 8TH STREET

MEMBER

AMERICAN INSTITUTE OF
CERTIFIED PUBLIC ACCOUNTANTS
NEW JERSEY SOCIETY OF
CERTIFIED PUBLIC ACCOUNTANTS
PENNSYLVANIA INSTITUTE OF
CERTIFIED PUBLIC ACCOUNTANTS

(609) 380-8400 OCEAN CITY, NEW JERSEY 08226

L. O. Thomas & Co., Inc.
Linwood, New Jersey

In planning and performing our audit of the financial statements and supplemental information of
L. O. Thomas & Co., Inc. (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 consolidated 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 (or aggregate debits) and
net capital under rule 17a-3(a)(11) and for determining compliance with the exemptive provisions
of rule 15c3-3. 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 payrhent 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 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.




L. O. Thomas & Co., Inc.
Page 2

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 evatuation 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 interna! 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 nc matters involving internal control,
including control activities for safeguarding securities, that we consider to be material
weaknesses as defined above, except for:

The size of the business and resultant limited number of employees imposes practical
limitations on the effectiveness of those internal control structure procedures that depend
on the segregation of duties. Since this condition is inherent in the size of the Company,
the specific weaknesses are not described herein and no corrective action has been
taken or proposed by the Company.

The foregoing condition was considered in determining the nature, timing and extent of the
procedures to be performed in our audit of the financial statements of L. O. Thomas & Co., Inc.
for the year ended December 31, 2006 and this report does not effect our report thereon dated
February 23, 2007.

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 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 ir regulation of registered brokers and dealers, and is not intended to be and
should not be than these specified parties.

Gregg M. Heininger, CPA
Ocean City, New Jersey
February 23, 2007
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