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SANDD(CHA'"GEANNIEI AUDITED REP@RT hours perresponse...... 12.00
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FACING PAGE

1‘?{‘ o matmn;Requrllred of Brokers and Dealers Pursuant to Section 17 of the
Securltle's Exchan"f';e Act of 1934 and Rule 17a-5 Thereunder
REPORT FOR THE PERIOD BEGINNING __ 01/01/06 AND ENDING___12/31/06
MM/DD/YY MM/DD/YY
A. REGISTRANT IDENTIFICATION
NAME OF BROKER-DEALER: Absolute Return Advisors, LTD OFFICIAL USE ONLY
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) FIRM I.D. NO.

7190 Main Street

{No. and Street)
Manchester Center VT 05255

{City) {State) (Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TQ CONTACT IN REGARD TO THIS REPORT
Ronald Berti 802/362-0825

{Area Code — Telephone Number)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

Siliski and Buzzell, P.C.

(Name — if individual, state last, first, middle name)

49 North Main Street Rutland VT 05701
{Address) (City) (State) (Zip Code)
CHECK ONE:

g Certi.ﬁed Public Accountant PHOCESSED

O Public Accountant

L1 Accountant not resident in United States or any of its possessions. % MAR 1 2 Zﬂﬁ?

FOR OFFICIAL USE ONLY C S THOMSON
NFINANCIAL

*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
must be supported by a statement of facts and circumstances relied on as the basis Jfor the exemption. See Section 240.17a-5(e)(2)

Potential persons who are to respond-te-the-collection of
information contained inthis form are not required to respond
SEC 1410 (06-02) unless the form displays a currently valid OMB control number. (L.




TH OR AFFIRMATION

~ i [}
I, ‘J\ !/b/""’ /9 é’ t E'L/ / , swear {or affirm) that, to the best of
my knowledge anid belief the accompanying financial statement and supporting schedules pertaining to the firm of
Absolute Return Advisors, LTD , as
of December 31 , 2006 , are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprictary interest in any account

classified solely as that of a customer, except as follows:

)
f%,///mﬂ/z//

itle

Cloege 20> C@hﬁ%J

/4 // b’{otary Public

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

(a) Facing Page.

(b) Statement of Financial Condition.

(¢) 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 Suberdinated 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.

() 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.

(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) Arcportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

O00r O BRAEROBREEDE

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).



OMB APPROVAL
OMB Number: 3235-0123
Expires: February 28, 2010
Estimated average burden

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549 hours per response. . ..., 12.09
Form FOCUS REPORT
X_-I 7A_5 (Financial and Operational Combined Uniform Single Report)

PART Il m

(Plcase read instructions before preparing Form_}

This report is being filed pursuant to (Check Applicable Block(s)):

1) Rule 17a-5(a) [X_ |16 2) Rule 17a-5(0) [ [17] 3) Rule 17a-11
4) Special request by designated examining authority 5) Other
NAME OF BROKER-DEALER SEC FILE NO.
8-50104 13
) FIRM 1.D. NO.
Absolute Return Advisors, LTD [13
ADDRESS OF PRINCIPAL PLACE OF BUSINESS (Do Not Use P.0. Box No.) 42938 15
. FOR PERIOD BEGINNING (MM/DD
7190 Main Street (20} ( )
Manchester (No. and Street) 01/01/06 [24]
Center VT 05255 AND ENDING (MADD/)
[21] [ 22] (23
(City} (State) (Zip Gode) 12/31/06 [25]
NAME AND TELEPHONE NUMBER OF PERSON T0 CONTACT IN REGARD TO THIS REPORT (Area Code) — Telephone No.
Ronald Berti [30} 802/362-0825 [31]
NAMES OF SUBSIDIARIES OR AFFILIATES CONSOLIDATED IN THIS REPORT: OFFICIAL USE
[32] 33
34 35
36| 37 ]
38 ] 39 |
M 1 DOES RESPONDENT CARRY ITS OWN CUSTOMER ACCOUNTS?  YES [40] no [X__Ta1]
CHECK HERE IF RESPONDENT 15 FILING AN AUDITIED REPORT x ]42]

EXECUTION:

The registrant/broker or dealer submitting this Form and its attachments and the person(s) by
whom it is executed represent hereby that all information contained therein is true, correct and
complete. It is understood that all required items, statements, and schedules are considered
integral parts of this Form and that the submission of any amendment represents that all
unamended items, statements, and schedukes remain true, correct and complete as previously

submitted.

Dated the ;'li = day of _Teebvmen, . 2067
S

Manual signatures of:

1)P' pa’IE/7 Off M a8
rinci ecutive Officer pr Mapagin It
2) M zig (%—————

Principal Financial Officer or Partner
3}

Principal Operations Officer or Partner

ATTENTION — intentional misstatement or omissions of facts constitute Federal
Criminal Violations. {See 18 U.5.C. 1001 and 15 U.S.C. 78:1(a})

|— —-J Persons who respond to the collection of information contained in this form
are not required to respond unless the form displays a currently valid OMB
control number. SEC 1695 (07-02) 1 of 28




TO BE COMPLETED WITH THE ANNUAL AUDIT REPORT ONLY:

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report

NAME (If individual, state last, first, middle name)

iliski an .C.

Siliski and Buzzell, P.C 73

ADDRESS

49 North Main Street [71] Rutland a1 V1 73] 05701 [74]

Number and Street City State Zip Code

CHECK ONE
i ] Certified Public Accountant FOR SEC USE
] Public Accountant
(] Aecountant not resident in United States

or any of its possessions

DO NOT WRITE UNDER THIS LINE . . . FOR SEC USE ONLY

WORK LOCATION REPORT DATE DOC.SEQ. NO. | CARD
MM/DD/YY
(50 | [ 51] [ 52 [ 53
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART |l

BROKER OR DEALER

Bbsolute Return Advisors, LTD

NzIIII | |

Cash ..

2. Cash segregated in comphance wnh federal

and other regulations ...

3. Receivable from brokers or deaters and

clearing organizations:
A. Failed to deliver:
1. Inchedable in “Formula tor Reserve

REqQUIFEMENES” ...ovivvcerrer e e

B. Securities borrowed:
1. Includable in“Formula for Beserve

Requirements” .....ov.c et e,
P 0 1 OO

C. Omnibus accounts:
1. Includable in“Farmula for Reserve

RequireMents” ... s

D. Clearing organizations:
1. Includable in“Formula for Reserve

RequUIreMENtS” ..v.iricc e e enaes

2. Other.,,

E. Other ............ .

4 Receavables fmm customers
A. Securities accounts:

1. Cash and fully secured accounts .......

2. Parlly secured 2cCoUNts ..cverveeeceeeecereeennae

3. Unsecured accounts .......occ.ccoivveienrarians
B. Commodity aCCOUNtS ..vcvee e e
C. Allowance for doubtful accounts ...ocoveeeverevcenn.

5. Receivables from non-customers:

A, Cash and fully secured accounts .............ovuveee
B. Partly secured and unsecured accounts .............

6. Securities purchased under agreements
to resell .

7. Securmes and spot cummodmes owned

at market value:
A. Bankers acceptances, certificates of

deposit and commercial paper ...........oceveeeeneene,

8. U.S. and Candaian government
abligations ...

G. State and mumcnpal governmem
OBlGALIONS ......ccovee et
D. Corporate obligations ..........coccrmvereemieioserorens

STATEMENT OF FINANCIAL CONDITION

as of (MM/DD/YY) 12/31/06 99
SEG FILE NO. 98
Consolidated | 198
Unconsolidated 199
ASSETS l_]
Allowable on-Allo Total
.5 173,307 20 s 173,307 (s
210 760
220
230 770
240
| 250 780
260
3 270 790
280
243,778 290 243,778 80D
300 | § [ 550 |+ 810
310
[ 320 | 560
570
330 | 580
Y ( ) 335 ] { )| 590 820
340
350 600 830
360 | 605 840
370
380 |
[ 390
% 400

OMIT PENNIES

SEC 1695 (07-02) 3 of 28




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART Il
BROKER OR DEALER asof __12/31/06
Absolute Return Advisors, LTD
STATEMENT OF FINANCIAL GONDITION
ASSETS
Allowable Non-Allowable Total
E. Stocks and warrants ... @ 410
Fo OPYORS .....covmrrnr st et 4_20]
G. AMDHIAGE ... vrsrrsreense et 422
H. Other SECUMLES «..cco.ovviveivieiiirit et e 424
I Sport commOdities .............cccosrrrne 430 $ 850
8. Securities owned nol readily marketable:
A AlCost..®§ 130 440] ¢ 610 860
9. Other investments not readily marketable:
A AtCost... § 140
B. At estimated fair valtie ........cooooeccmeeee s 450 620 870
10. Securities borrowed under subordination
agreements and partners’ individual and
capital securities accounts, at market value:
A, Exempted
securities.. $ 150
B. Other ....... $ 160 | %o 460 630 B&0
11. Secured demand notes-
market value of collateral:
A, Exempted
securities .. $ 170
B. Other....$ 180 470 [640] 890
12. Memberships in exchanges:
A. Owned, at market
value ........ $ 190
B, Owned atcost ...ocvvcivvrivneceneeee e ﬁ;ﬁ_]
C. Contributed for use of company,
at market valug ... 2 660 900
13. Investment in and receivables from affiliates,
subsidiaries and associated partnerships 480 W'u 910
14. Property, turniture, equipment, leasehold
improvements and rights under [ease
agreements:
At cost (nel of accumulated depreciation
and amortization}.........ceeeeerericeeceririsennene 490 680 920
15. Other Assels:
A. Dividends and interest receivable . 500 690
B. Free shipments ...........oeov e 510 700
C. Loans and advances .............. 520 710
D. MiSCENANEOUS .o..voreoeere 530 2,821 720 2,821 530
18, TOTAL ASSETS —_..ooooeeersecerns o s 417,085 540 |78 2,821 740] s 419,906 940

OMIT PENNIES
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART I
BROKER OR DEALER as of 12/31/06
Absolute Return Advisors, LTD
STATEMENT OF FINANCIAL CONDITION
| D |
Al Non-A.l.
Liahifities* Liabilities* Total
Liabilities
17. Bank ioans payable:
A, Includable in “Formula for Reserve
Requirements” ............ccocoeiveeieeeeecce e $ 10301 $ 12401 % 1460
B OHNBM v ettt 1040] $ 12501 % 1470
18. Securities sold under repurchase agrement.... 1260 1480
19. Payable to brokers or dealers and
clearing organizations:
A. Failed to receive:
1. Includable in “Formula for Reserve
ReqUIrements” .........o.ooeooeeecemmemeemeveseieceeecas 1050 1270 1490
2. OHIRr ..t 1060 1280 1500
B. Securities loaned:
1. Includable in “Formula for Reserve
REQUIFEMENTS™ ..vvtiricssrisas s eeecee e enrsrneans 1070 1 1510
P I 0 111 SO 8 1080 [1290] 1520
C. Omnibus accounts;
1. Includable in “Formula for Reserve
REQUIrEMENS” ........cc.ccvervvirererieemic s cvsariee 1090 1530
2, DN ..o s v e 1095] %, [1300] 1540
D. Clearing crganizations:
1. Includable in “Formula for Reserve
RequUirements” ..........cocoueeeesscecmicsernsseneses 1100 1550
2. DRt s st 1105 1310 1560
B OEhBE (e et 1110 1320 1570
20. Payable to customers:
A. Securities accounts-including free credits
of .18 [950] 1120 % 1580
B. Commodities 3CC0UNtS ........vvvrccsececcrrereness 37 1130 (1330} 1580
21. Payable to non customers:
A. Securities accounts ....... 1140 1340 1600
B. Commodities accounts........... 1150 1350 1610

22, Securities sold not yet purchased at market
value-including arbitrage
P $ [950] [1360] [1620]
23, Accounts payahle and accrued fiabilities
and expenses:

A. Dralts payable ....cccooermeereeererericei e 1160 1630
B. ACCOUNES PAYADIE ...ooooooeroco oo oevevoreee e eermsveanninene e 11,409 1170 11,409 [1640
C. Income taxes payable.............orcermrrnrerrnrens 1180 T 1650
D. Deferred income taxes % [1370] 1660
E. Acrued expenses and other liabilities ................. 1190 1670
T R 25,730 (1200 [1380] 25,730 [1e80

OMIT PENNIES

*Brokers or Dealers electing the alternative net capital requirement method need not complete these columns.
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART Il
BROKER OR DEALER asof 12/31/06
Absolute Return Advisors, LTD
STATEMENT OF FINANCIAL CONDITION
B R ntinued
Al Non-AL
Liabilities * Liabilities* Iota)
Liabilities
24. Notes and morlgages payahle
A. Unsecured .. $ 1210 $ 1690
B. Secured............ SRR 1211] § [1390] 1700
25. Liabilities subordmated to clalms
of general creditors:
A, Cash Bomowings: ......ooeniviivisiee e I 1400 1710
1, from outsiders 2§ l 970
2. Includes equity subordination (15¢3-1(d
[+ O $ 980
B. Securities borowings, at market value ....... | 1410 1720
trom outsiders 3 990
€. Pursuan! to secured demand note .
collateral agreements ........co..coveermrnemenierseesnee: 14200 % 1730
1. from outsiders $ 1000
2. Includes equity subordiration (15¢3-1{d)
of...... $ 1010
D. Exchange memberships contributed for
use of company, al market Value ...........co......... k3 1430 [1740]
£. Accounts and other borrowings not
qualified jor net capital PUIPOSES ..cvvvevvveerieieae 1220 1440 1750
26. TOTAL UABILITIES ...ooovvvcerecssicrncnee § 37.139 (1230 s 1450] § 37,139 1760
Ownership Equity
27, 5018 PRODIBIOTSNED ...-cv.iasevsessesissttiasamess vsssesessesssensseaersonssesseoes sessssessssasons sosssceres enasses s beysssasesssssenstbassseeeessereessmmseessoemststnsbansenstansssssones 9 1770
28. Partnership-fimited partners $ . § 1780
29. Corporation:
AL PIBTBITEA ST0CK .ouuvctrus i cceneeceeaereeeeesss s e st s b2 s e 5 0875840 1 B E21 £ b e et o8t et e eem et s et mm e 13N
B. COMIMION SOCK .vvevcvcoveersomsssesescosseesesssasessss e sseeessssssess e ceeeoesesems s oo eeessesms s oeeee e seeos s eeee st be e et essst s eee et eseesemmmesos et smsereeeee T 71.380 1792
C. Additional paid-in capital e braetbtR oy oL L AR YA SR AR REHikSSrE T RS R OR 1O 4 4R S S04 She bR b0 £ e mee e memone s e s ea san e et s bmaeennen e ems sa s emeanens 1793
D. Retained eamings ........ 311,387 1794
Eo TOM ettt st st et et s st e st s rsa e e 1795
F. Less capltal stock in treasury eeeaeteRatbe s e ae nena res AR R A eSS EAE SR PR RER $1E S TE LSS AL R L e 4n b £e s e e r s et areea LIRS e e ( ) 1796
30. TOTAL OWNERSHIP EQUITY ..coooooiioimeeeiteiec s ectsseeeeesssn e cetesesssassesa e s ssans essessaseenmren oo s samsessass s 4 st ons s bmeee e nemsrens $ 382.767 1800
31. TOTAL LIABILITIES AND OWNERSHIP EQUITY .....cootetcmemerees e eeseemmmeseesseesreseseseeeseesessesmsssmsesssssesssssssssssrasescereseeseens o $ 419,906  [1810}

*Brokers or Dealers electing the alternative net capital requirement method need not complete these columns.

OMIT PENNIES
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART Il

12/31/06
BROKER ORDEALER  pisolute Return Advisors, LTD as o

COMPUTATION OF NET CAPITAL

1. Total ownership equity from Staternent of Financial Conditon - HBm 1800 ...........ococveeemvmrrnsscivees oo oesoesse s esesessees e oen. 8 382,767 3480
2. Deduct Ownership equity not altowable for Net Capital { 1 3490
3. Total ownership equity qualified for Net Capital ............oooooveeeueeeree e icsee oo eesseene e 3500
4. Add:
A. Liabilities subordinated to claims of general creditors allowable in computation of NEE CAPIAL . .......o.eoeve. v eeesesene 3520
B. Other (deductions) or allowable credits (List) ... oeeoooecvrirvsrissrrernraren "3 3525
5. Total capital and allowable SUBOTAINALED [FADINHES ..........v.coesvcerermsceeecersees ersesassmssssssceeamsmssmsssssssss s ecreesmss s st estssssessssenressseerasronss 5 382.767 3530

6. Deductions and/or charges:
A. Total nonallowable assets from

Statenent of Financial Condition (Notes B and C) ......ooevevvececvrecere e s essserssses o 2 5 §21 3540
1. Additional charges for customers' and
NON-CUSOMESS SECUTEY ACCOUNES ...oomvvvcereves et et et enseesaennscmrrs s s rasssseserase st eeeesee e eens B 3550]
2. Additienal charges for customers’ and
non-customers’ commodiry BCCOUNES .o b s st e e s e 3560
B. Aged fail-to-deliver .. devererver e 3570
1. Number of items .. R [ 3450]
C. Aged short security dlﬂerences Iess
reserve of .. FOTO U OOOIOPRE. 1 3460( % i3580]
number of ilems ........................... 3470
D. Secured demand NOE GRECIENCY ........cvuseuriesicrsrmesieeessereesassses et sesesstseeeesoemeeerseeressssessasarans fasen]
E. Commodity futures contracts and spot commodities
- Proproetary CAPHAl CRAGES ........vvsserserirsresirericsmsmessies s esas st et sre s ssens s sabes esaes 3600
F.  Other deductions and/or CHAIGES ...........cverruurreereeerceeee v e sesss st sasssreens 3610
G. Deductions for accounts carried under Rule 15¢3-1 (a}(S) (a)(?) and (c)(Z)(x) 3615

H. Total deductions andfor charges ... { 2,821 3620
7. Other additions and/or allowable credns (Lrst) . 3630
8. Net capital Defore hifCLts 0N SECUTLES POSITONS ..o 379,946 3640
9. Haircuts on securities: (computed, where apphcable pursuanlto 1503 -1

A Contractual securities commitiments .. RO 3660
B. Subordinated SECUNies DOMOWINGS .......ewurcriresasssisssssssrriensmssmsesssessvessasesssonsssssssseeesenseesssne 3670
C. Trading and investment securities:
1. Bankers' acceptances, certificates of depusnt and commercial PRPEF ......cvivivinsionenn Gy 3680
2. U.S. and Canadian government obligations ........coowcevvveeceeecmrcrnne, 3690
3. State and municipal governmentobllganons JEOTUOTOOR 3700
4, Corporate obligations .......cc..cocovveemvernrinsens . 3710
5. Stocks and warrants .. 3720
6. Options ............... 3730
To AIDIIFAGE oottt seec st et sera s s bt R At b b s e 3732
8. Other securities .., o 74
0. Undue Concentration . " 3650
E. OINBI(LISTE oo iernsesrsis st remssmse seses e e et st st e e eevasessm e sebssass et 3736 { y[3740]

OMIT PENNIES
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART II
BROKER OR DEALER asoi _12/31/06
Absolute Return Advisors, LTD
COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Part A

11. Minimum net capital required (6%,% of line 19} .............. . 2,476 3756]
12. Minimum dollar net capital requirement of repumng broker or dealer and minimum net capltal requlrement

of subsidiaries computed in accordance with Note (A) ORI <14 I § 1014 3758
13. Net capital requirement {greater of line 11 or 12) ... - $ __280.000 3760
14, Excess net capital {line 10 less 13) ... . % 120.944 arnn
15. Excess net capital at 1000% (line 10 Iess 10% 01 Ilne 19) .8 179.046 3780

COMPUTATION OF AGGREGATE INDEBTEDNESS

16. Total A.l. liabilities from S1atement of FINANCIAI GONGIION w..vvv.sevsereeescerseesessseres s orsrsessssssssssssreesee e essecrerreee. $ 37 3139 3750)
17. Add:

A. Drafts for immediate credit ., ST 71. 3800

B. Market value of securities horrowed ior whlch no equwnlem value

is paid or credited ... 3810

C. Other unrecorded amounts (Llst} 3820| § 3830
18. Deduct: Adjustment based on depuosits in Special Fleserve Bank Accounts (15¢3- . § 3838
19, Total aggregate indebtedness .8 37,139 3840
20. Percentage of aggregate indebtedness to net capital (line 19 + by Ine 10} % 1U.87 3850
21. Percentage of aggregate indebtedness to net capltal aﬂg, anumpaied capllal withdrawals

(ling 19 =+ by line 10 tess ltem 4880 page 25) ... v e ks e s rrs st sssns s sssatansaseresssssesnnes 10.82 [3853]

COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT
Part B

22. 2% of combined aggregate debt items as shown in Formula for Reserve Requirements pursuant to Rule 15¢3-3
prepared as of date of the net capital computation including both brokers or dealers and consolidated subsidiaries’ debits ..oe..oev.n.. %63 SBTOI
23. Minimum dollar net capital requirement of reporting broker or dealer and mininiem net capital requirement of

subsidiaries computed in 26COMMANCE WIth INDIE (A) ........cc.oveerieerieeiereeiescoerriaecemseeeneceeeeesns s rststsstsssesse s ses e ssseres s eemeeessessanassrrsnstsssres 5 3880
24. Net capital requirement (greater of line 22 or 23) ... $ 3760
25. Excess net capital {line 10 tess 24} ... e § 3910
25, Percentage of Net Capital to Aggregate {line 10 = by I|ne17 page 8) e bttt et b st et et ecsnranane 3851
27. Percentage of Net Capital, after anticipated capital withdrawals, to Aggtegate Deblls

{line 10 fess item 4880 page 11 + by line 17 page §) ... PR % 3854
28. Net capital in excess of the greater of:

A. 5% of combines aggregate debit i1emS oF $120,000 ...-...coorreieerovisrmismsrsssssis s s e e e ssmaere s semmsesennseeesseseessenseeensasressnssenns [3920]

OTHER RATIOS

PartC
29. Percentage of debl to debt-equity total computed in accordance with Rule 15¢3-1(d) ... ISR - 3860)
30. Options deductions/Net Capital ratio (1000% test) total deductions exclusive of ilqmdatlng equny nder

Rute 15¢3-1{a)(6}, (a){7) and (c)(2}{x} + Net Capital ... SOOI - 3852
NOTES:

(A) The minimum net capital requirement should be computed by adding the minimum dollar net capital requirement of the reparting broker dealer and, for each
subsidiary to be consolidated, the greater of:
1. Minimum dollar net capital requirement , or
2. %% of aggregate indebtedness or 2% of aggregate debits if altemative method is used.

{B) Do not deduct the value of securities borrowed under subordination agrements or secured demand notes covered by subordination agrements not in satisfactory form
and the market values of memberships in exchanges contributed for use of company (contra to item 1740) and partners’ securilies which were included in non-allowable
assets,

(C) For reports filed pursuaat to paragraph (d) of Rule 17a-5, respondent shouid provide a list of materizl non-allowable assets,

SEC 1695 (07-02} 13 of 28




PART Il -

FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE HEPDRT

BROKER OR DEALER . For the period (MMDDYY) from&U12UL/U0[3932M10 15[ 51 3933
Absolute Return Advisors, LTD  wymber of months included in this statement 3931
STATEMENT OF INCOME (LOS3)
REVENUE
1. Commissions:
a. Commissions on transactions in listed equity securities executed on 8N BXCANGE .....c.....cveceieeeiecesr oo sseesseesesessesssorsnnenne § 1 ] 270 ) 127 [3935
b. Commissions on transactions in exchange listed equity securities executed OVEr-te-COUMBT .............ooovcvoveven s rersesseres ereres 3937
¢. Commissions on listed OPHON tANSACHONS ... vvuuurrvevssoecesssmeseeees st ecems oo eee s s en st st se s e e s e e ssr e seee oo 3938
d. All other securities commissions .. 3939
e. Total securities commissions .. . 3940
2. Gains or losses on firm securities tradmg accounts N
a.  From market making in over-the-COUNter BQUILY SECUMHBS ........o.oo..uooreereeesemeeeeeasee st et eressesesesems s eeesssessesersseeetemeeens e ssmases 39
1. Includes gains or (losses) OTC market making in exchange listed equity securities .. [ 3043]
b, From trading in debt SECUMES .-.....u.evuuueiuiesrisssssaseisssceeseeee e reseesrme e eeeseeesseeessee e seeesmassesessmms s aeeseeesemseseses e eseesaessesssssseeessseesanssmmros 3944
¢. From market making in optlons ona natmnal securmes exchange 3945
d. From afl other trading ... 3949
g, Total gains or (Iusses) 3950
3. Gains or losses on firm securities mvesiment accuums
a.  Includes realized gains (10S5E5) v...v..vrovveevsverssessseessesscseenn 8,750 4235
b. Includes unrealized gains (losses) ........ 4236
c. Total realized and unrealized gains (loses) .............. M 8,750 [3m52
4. Profits or (losses) fram underwriting and selling groups ........ 3955
a. Includes underwriting income from corporate equny securities. [4237]
5. Margin interest .. eatt et esbt s TR aa bR FRE R4 LSRR £4 LA SL 08 b en e et e bee e e Rera st s et bane e nt e ras 3960
6. Revenue from sale of mvestment company shares ..... 3970
7. Fees for account supervision, investment advisory and administrative services .. 116.271 |39rs
8. Revenue from research SBIVICES .......irecircrnseeeeerrssemese s sessssssssssnnns 3980
9. Commodities revenue................... 3990
10. Other revenue related to securities business P 3985
11, OtNEr FEVENUE -....o.ceeeeeeereeeceee v . 1,358 {3995
12, Total Fevenue .........vveeeeerreerenee .5 1,395,500 4010
EXPENSES
13. Registered representative’s compensation .. - 4110
14, Clerical and administrative employees’ expenses . 2h9.393 [4040
15. Salaries and other employment costs for general parlners and votmg stockholder offu:ers 206,508 (4120
a, Includes interest credited to General and Limited Partners capital accounts 4130]
16. Floor brokerage paid to certain brokers (see definition) ... eeebiera et e e A aa R SR RORE 41 R AP PR S A Shb 65 . 870 [4035
17. Commissions and clearance paid to all other brokers (see deilmnon) ..................................... "3 2.000 [4145
18. Clearance paid 10 nON-brokers {SER BfiNIIONY ...t ereae st seess et sessbeseess e s e rras e rm et sesasrsssma e ssss st 4135
19. COMMUNICAONS .......oo. oo 34,872 | 4060
20. Occupancy and equipment costs . 90,459 [4080
21. Promotional COSLS .oovmreeeicerceeene 4150
22. Interest expense .. 364 [4075
a. Includes |nteres! on accounls subjeci to subordtnaurjn agieements
23. Losses in error account and bad debts .. . . 4170
24. Data processing costs (including service bureau service charges) W 4186
25. Non-recurring charges ... 4190
26. Regutatory fees and expenses.. 11,760 [4195
27. O EXPENSES .vvcvrr.oeoneee . 926 .626 [ 4100
28, TOM| BXPENSES ovvvvveerereesesseseasessesosssnsmssssssessessssssssssssmssesessose oo e soses o st smeessaessssesssmtss s essss s st st saessaresss soe s et serseeseesesroeemmes | § 1,606%652 |4200
NET INCOME
29. Income (loss) before Federal income taxes and items below (HEm 12 1855 1M 28)...........oooooecsvooeeeeessoerssss e srsensessssnsressoessars {211,146)[4210
30. Provision for Federal income taxes (for parent only) ... S 4220
31. Equity in earnings (losses) of unconsolidated subsrdlanes not mcluded above s 4222
a.  After Federal income taxes of ., Mg,
32. Extraordinary gains {losses)... 4224
a. After Federal income taxes of
33. Cumulative effect of changes in accounting pnncxples - . 4225
34. Netincome (loss) after Federal income taxes and extraurdlnary |lems . § (?‘l 1 . 146 ) 4230
MONTHLY INCOME
35. Income (current month only} before provision for Federal income taxes and extraordinarny BBMS ........cooooc..eeecesveecosrersrsessmssnsrsseees. {99.,452) [
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART Il

BROKER OR DEALER  asof  12/31/06
Absolute Return Advisors, LTD

COMPUTATION FOR DETERMINATION OF RESERVE REQUIRTEMENTS
FOR BROKER-DEALERS UNDER RULE 15c3-3
(See Rule 15¢3-3, Exhibit A and Related Notes)

CREDIT BALANCES
1. Free credit balances and other credit balancesin customers' security

accounts (see Note A, Exhibit A, Rule 15¢3-3) .., PR 4. lm
2. Monies borrowed collateralized by securities carned mrthe accounts of

CUSIOMEIS (SBE NDIE B) oo st e oo e 4350
3. Monies payable against customers securmes Iuaned (see Note C) 4360
4. Customers’ securities failed to receive (see Note D) .. 4370
5. Credit balances in firm accounts which ase aﬂnbutable (1] pnnctpal sales to customers ,, 4380
6. Market value of stock dividends, stock splits and similar distributions receivable outsiandlng

over 30 calendar days... 4380
7. **Market value of short secunty count dlﬁerences over 30 calendar days old 4400
8. **Market value of short securities and credits {not to be offset by logs or by

debits} in all suspense accounts over 30 calendar days .............ccvees . W
9, Market value of securities which are in transfer in excess ol 40 calendar days and have not been

confirmed to be in transter by the ransfer agnet or the issuer during the 40 days .......c....covceee.... 4420
0, OUNBT {LISEY <. e rieee ceemmaecmeomsnrmessssssasesssssssasssessss s satsessssams s seees s smsmanerssssssesnesesssoesenenn 4425
T, TOTAL CREDITS .ooersroenemersessssesare s oo ssssosos s st e et et oteeseseseesesere et eere $ [4430)
DEBIT BALANCES
12. **Debit balances in customers’ cash and margin accounts excluding unsecured accounts and

accounts doubtful of collection net of deductions pursuant to Note £, Exhibit A, Rule 15¢3-3....... § ,m
13. Securities borrowed to effectuate short sales by customers and securities borrowed to make

defivery on customers’ securities failed lo deliver ... 4450
14. Failed to deliver of customers' securities not older than 30 calendar days 4460

15. Margin required and on deposit with Options Clearing Corporatien for all option cunUacts
writlen or purchased in customer accounts (see Notg F)..... 4465

17. “Aggrega:e debit items .......... bbb e e R s et s e e et serarens s nansansnsans D 4470
18, **Less 3% (lor alternative method only—see Rule 15c3 1(1)(5)(|) U UOU P VUS SRS { ) 4471
RESERVE COMPUTATION
20. Excess of total debits over total credits (line 19 less line 11) ... '495 4480
21. Excess of total credits over total debits (fine 11 [ess iNe 19) .oovrveeerervvvrecsvcesnns 4490
22. If computation permitted on a monthly basis, enter 105% of excess of total credlts over total deblts 4500
23. Amount held on deposit in “Reserve Bank Account(s),” including value of qualitied securities, at end of reporting penod 4510
24. Amount of deposit (or withdrawal) inciuding

$ [4515 ] value of qualitied securities... [4520]
25. New amount in Reserve Bank Account(s) after adding deposit or subtracung wnhdrawal mcludlng

$ [4525 ] Valug OF QUANTIEH SBEUMES .o semeeeem s sseees o ssseesssssssoee oo, $ 4530
26. Date 0f deposit (MMDDYY) ......ovrocrerceenr s e e remrseserssssrssrsessssssssss s sasss s 4540

FREQUENCY OF COMPUTATION

27. Dailysp [4332] Weeky [4333] Monthy [4334)

** In the event the Net Capital Requirement is computed under the alternative method, this “Reserve Formula” shall be prepared in
accordance with the requirements of paragraph ¢1) of Rule 15¢3-1.
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART il
BROKER OR DEALER as of 12/31/06
Absolute Return Advisors, LTD

COMPUTATION FOR DETERMINATION OF RESERVE REQUIRTEMENTS
FOR BROKER-DEALERS UNDER RULE 15¢3-3 (continued)

EXEMPTIVE PROVISIONS
28. If an exemption from Rule 15¢3-3 is claimed, identify below the section upon which such exemption is based {check only one)
A, (K)(1) — $2,500 capital category as per Rule 15¢3-1 . otz $ 4550
B. (k){2)(A} — “Special Account for the Exclusive Benefit ol cus:omers maintained.. 4560
C. (k){2)(B) — All customer fransactions cleared through anather broker-dealer on a luIIy dlsclosed basm
Name of clearing firm¥, m 4570
D. (k}3) — Exempted by order of the COMMISSION ....u..ce.oevcseeeeeeeeeciecs et e eseesesssees e s eses s ses e sesssseseeesese s ses e ssesseenes 4580

nfo i 0Ssessin) ol Requirements Under Rute 15¢3-
State the market valuation and number of otems of:
1. Customers’ fully paid securities and excess margin securities not in the respondent’s possesion or control as of the report date
(for which instructions to reduce to possession or control had been issued as of the report date) but for which the regquired

action was not taken by respondent within the time frame specified under Rul 15¢3-3. Notes A and B .....ovevoeeveeeveeeenn 4586

A, Number of items .. - 4587
2. Customers’ fully paid securttles and excess margin secuntles 1or whlch |nstruct|ons to reduce possession or contrul had not

been issued as of the report date, excluding items arising from “temporary lags which result from normal business operations™

as permitted under Rule 15¢3-3. NOES B, C BRA D ..covooeeeeeeeceeeecee s et ssaseens oo e eoss s sesss e $ 4588

A. Number of items 5 4389

OMIT PENNIES

3. The system and procedures utilitzed in complying with the requirement to maintain physical possession or control of

customers’ fully paid and excess margin $ecurities have been tested and are functioning in a manner adequate to

FuUlfil] the reqUIrmMents of RUIE 15C3-3 .. oovvsssvosssssoseoesereseeesnes e esscresseesenens YES [4584] no 4585

NOTES

A—0o not include in item one customers' fully paid and excess margin securities required by Rule 15¢3-3 to be in possession or control but for which no action was
required by the respondent as of the report date or required action was taken by respondent with the time frames specified under Rute 15¢3-3.

B—State separately in response to items one and two whether the securities reparted in response thereto were subsequently reduced to possession or control by the
respondent.

C—Be sure to include in item two onty items not arising from “temporary lags which resuft from normal business operations® as permitted under Rule 15¢3-3.

D—Item two must be responded to only with report which is filed as of the date selected for the broker's or dealer's annual 2udit of financial statements, whether or not such
date is the end of a calendar quarter. The response to item two should be filed within 60 calendar days after such date, rather than with the remainder of this report, This
information may be required on a more frequest basis by the Gomemission or the designated examining authority in accordance with Rule 17a-5(a) (2)(iv).
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART Il
BROKER OR DEALER as of 12/31/06
Absolute Return Advisors, LTD
SCHEDULE OF SEGREGATION REQUIREMENTS AND FUNDS 1N SEGREGATION

CUSTOMER'S REGULATED COMMODITY FUTURES ACCOUNTS

SEGREGATION REQUIREMENTS
1. Net ledger balance:

A. Cash.., 7010

B. Securmes (at market) R e s et e e £ Ean e e 7020
2. Netunrealized profit (Ioss) in open 1utures contracts traded on a contract market 7030
3. Exchange traded options:

A, Add: Market Value of an open option contracts purchased o0 @ CONACT MAFKEL ..........o.ccovoreesescoesererssesresessssesassssssssemssesseneeesos 7032

B. Deduct: Market Value of an open option contracts granted {sold) on a contract market ... 7033
4. Net equity (deficit) {total of 1,2 and 3) ... 7040
5. Add accounts liguidating to a deficit and accounts with deblt balances WIth no open trades . 7050
6. Amount required 10 be 5eqregated (Iotal 0F 5 AN 4) oottt b e eees s e e ene s asereeree e sme et v se e 7060
FUNDS ON DEPOSIT IN SEGREGATION
7. Deposited in segregated funds bank accounts:

B. Securities representing investments of customers’ fund (at market) 7080

C. Securities held in particular customers or oplion customers in lieu of cash {at market) ................................................................ 7090
8. Margin on deposits with clearing organizations of contract markets:

A. Cash.. 7100

B. Securmes representmg mvestments of customers tund (at market) 7110

C. Securities held in particular customers or option customners in lieu of cash (at market) 7120
9. Settlenent due from (to) clearing organizations of COMIACT MAKELS ...........mwe. e sverresesisssssssesseeesaeeesseresseesssesssessesasessssesssessessssronsansson 7130
10. Exchange traded options:

A.  Add: Unrealized receivables for option contracts purchased on CONLFACE MATKELS ...........eeeemresee et s ses e eesseees oo 7132

B. Deduct: Unrealized abligations for option contracts granted (SOId) 0N CORTACE MATKELS ..vvvveruveresssecsnssssansscesseseeomssorseeeneemeasseeeeene 7133
11. Net equities wilh 0BT FOMS ...t sr bt ssssescees e e e e sees e e eeee 7140
12. Segregated funds on hand:

A. Cash.. ettt et ST 7150

B. Securmes representlng lnvestments ot customers’ tunds (at market) 7160

C. Securities held for particular customers in liet 6 CASH (2L MATKEE ..........erieeecsveeceeeeeeesceeces e smsesas s ssssssssas e onsers eteeesseeeee e 7170
13. Total amount in segregation *total of 7 through 12) ... RO 7180
14. Excess (insufficiency) funds in Segregation (13 MINUS B) .u.u.rcve..ceeeeesceoesees e vevesssesssesme oo sceesseeeeessorsssensosessesseesseeresreesesensrseseeenes. B 7190
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART Il

BROKER OR DEALER as of 12/31/06
Absolute Return Advisors, LTD

Ownership Equity and Subordinated Liabilities maturing or proposed to be withdrawn within the next six months
and accruals, (as defined below), which have not been deducied in the computation of Net Capital.

Type of Proposal Amount to be
Withdrawal or Withdrawn {cash (MMDDYY} Expect
Accrual Insider or amount and/or Net Withdrawal or 1o

See below for Outsider? Capital Value of Maturity Renew

code to enter Name of Lender or Contributor {In or Qut) Securities) Date (Yes or No)
% 4600 4601 [4602]$ 4603 4604 4605
%5 Tas10 [a611 [4612 4613 [4514 4615
%% 4620 4621 [4622] 4623] [a524 4625
% [4630 4631 4637 4633 [4534 4635]
% [4540] 4641 [4642] 4643 [45a4 4645)
e [4650] 4651) [4852 4653 [4654 4655]
. [4660] 4661 4662 4663 [ 4664 4665)
1 [4670 4671 4672 4673 [4574 4675
2 4680] [4681 [4682] [4683 [as84] 4685
% 4690 [2691 4692 [4693 [4694 4695]

Total $ % [4680+]

OMIT PENNIES

* To agree with the total on Recap (ltem No. 4880}

Instructions: Delail Listing must include the total of items maturing during the six month period following the report date, regardless of whether or not the capital contribution is
expected to be renewed. The schedule must also include proposed capital withdrawals scheduled within the six month period following the report date including
the proposed redemption of stock and payments of liabilities secured by fixed assets (which are considered allowable assets in the capital computation pursuant
to Rule 15¢3-1(c){2(iv)), which could be required by the lender an demand or in less than six months.

WITHDRAWAL CODE: DESCRIPTIONS
1. Equity Capital
2. Subordinated Liabilities
3. Accruals
4. 15¢3-1{c)(2)(iv) Liabilities
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
Capital Withdrawals
PART I

12/31/06
BROKER OR DEALER t
Absolute Return Advisors, LTD w0

RECAP
Ownership Equity and Subordinated Liabilities maturing or proposed to be withdrawn within the next six months
and accruals, (as defined below), which have not been deducted in the computation of Net Capital.

1. Egully Capital
* A, Partnership Capital:

1. General Pariners .. DO VUUR OO, . | 4700
2. Limited .. 4710
3 Und|slr|buted Proﬂts 4720
4. Other (describe below) .. 4730
5. 5018 PrODIBOISNID 1.evvvvosiveriscnsseriaseasssceeeesvememss et essesans b s s s rassnsassseaneasanassress st serees 4735
B. Corporation Capital:
1. COMMON SLOCK. ..o et et eee e 4740
2. Preferred Stock.... . 4750
3. Retained Eam:ngs {Dlwdends and Other) . % 4760
4. Other (describe below) .. . 4770
2. Subordinated Liabilities
A, Secured Demand NOES ... vc.cmeresaessssses st erstens s eeseees st srsssert st semeeeesemmeees e senseens e 4780
B. Cash Suberdinates ...... 4790
C. Debentures .................. 4800
D.  Other (deSCTIDE DEIOW) w.vuev.rrevierceresieecerescsesseesescmare s snmsssesssss st eeseeseceeeeseseenesseeeesemees e 4810
3. Othe cipated Withdrawals
A. Bonuses .. 4820
B. Voluntary Contnbuuons to Pensmn or Prom Shanng Plans o %7 4860
C. Other {describe below) ... 4870

Total ...................................................... $ [2z50)
4. Description of Other

STATEMENT OF CHANGES IN OWNERSHIP EQUITY
(SOLE PROPRIETORSHIP, PARTNERSHIP OR CORPORATION)

1. Balance, beginning of period ... . 5 4240
A. Netincome {loss)... 4250

B. Additions (includes non-confurmmg capnal uf ) 4263] %4 4260

€. Deductions (includes non-conforming capital of . - § 4272 4270

2. Batance, end of period (From {8 1800) ....v.vvrueceriereesmrssssssess e cee e aea e st esssescest s sessasssssssesssssssersses e ssesssesssessoeses s esersssssns 9 4290

STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS

3. Balance, begmnmg of penod e imeemieRa AR SR bR oo 41 kb e e e AR b e s be et st arsmere SRRttt eeeseseeteresenerenrne B 4300
A. Increases... . 4310

B. Decreases .. { ) 4320

4. Balance, end of penud (From item 3520) AR S et R A1 Rtk LRt abet b b sne e arentes st bsbaastteins | D 4330
OMIT PENNIES
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART |l

BROKER OR DEALER asof __12/31/06
Absolute Return Advisors, LTD
FINANCIAL AND OPERATIONAL DATA
1. Month end total number of stock record breaks unresolved over three business days Valuation Number
A, breaks long ... S $ 4890 4900
B. breaks short 19 4910 | %, 4920

2. s the firm in compliance with Rule 17a-13 regardmg penodlc count and venhcaﬂon
of securities positions and locations at least ence in each calendar quarter?

(Check one) ... Yes [ ]

3. Personnel employed at end ol repomng penod

No [__] [a80]

A. Income producing personnel .............. 4950

8. Non-income producing personnei (all other) 4960

C. Total.. . 4970
4. Actual number nf tlckeis executed dunng current month of repurtmg penod 4980
5. Nunber of corrected customer confirmations mailed after settlement date ... 4990

Debit GCredit
No, of lfems {Short Value) No, of ltems {Long Value)

8. Money differences ...........ooooocovvvse. 59 5000] $ 5010 5020(%s% 5030
7. Security SUSPENSe ACCOUNS .cuun.vnvenereees. 5040| $ 5050 5060] § 5070
8. Security difference accounts ..... 5080 $ 5090 5100] § 5110
9. Commadity suspense accounts .... 9120| § 5130 5140} § 5150
10. Open transactions with correspondents

other brokers, clearing organizations,

depositories and interoffice and inter-

company accounts which could result

in a charge — unresclved amounts over

30 calendar days .............. 5160 $ 5170 5180 $ 5190
11. Bank account reconculllauons - unresolved

amounts over 30 calendar days .............. 5200[%,$ 5210|%; 5220| $ 5230
12. Open transfers over 40 calendar days,

not confirmed .. ........ . 5240 $ {5250] 5260| $ {5270
13. Transactions in reorgamzauon accounts

— over 60 calendar days... I | 5280 % 5290 5300[%% 5310
14, TOtAl et 5320{ $ 5330 5340 5350

No. of ltems Leger Amount Market Valug

15. Failed to deliver 11 business days or longer (21 Business

Days or longer in the case of Municipal Securities) ..........ovoee. 5360] $ 5361 5362
16. Failed to receive 11 business days of longer (21 business

Days or lenger in the case of Municipal Securities) -.................... 5363] % 5364 5365
17. Security concentrations (See instructions in Part I):

A. Proprietary positions . 8 5370

B. Customers’ accounts under uIe 15c3 3 . § 5374
18. Total of personal capilal borrowings due wnthm Six mnmhs ........ - § 5378
19. Maximurn haircuts on underwriting commilments during the period ) 5380
20. Planned capital expenditures for business expansion during next six months ............ . 8 5382
21. Liabilities of other individuals or organizations guaranteed by respondent ...., . § 5384
22. Lease and rentals payable within one year .., -8 5386
23 Aggregate lease and rental commitments payable for entlre term of the Iease

A. Gross .. .. 3 5388

B. NEL et s s . § 5390

OMIT PENNIES
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INDEPENDENT AUDITOR'S REPORT c"’?fﬁfs,;,,g .
Kap 0,

s
To The Stockholder and 2 @Ep 5‘0’”1/&5‘!0
Board of Directors M/} R
Absolute Return Advisors, Ltd. 0 12 0g,
Manchester Vermont IWS/OIJUF
YRy

We have audited the accompanying statements of financial condition of Absofuteé&qpm
Advisors, Ltd. as of December 31, 2006 and 2005, and the related statements of income,
retained earnings, and cash flows for the years 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 audits.

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 audits 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 audits provide 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 Absolute Return Advisors, Ltd. as of December 31, 2006
and 2005, and the results of its operations and cash flows for the years then ended in
conformity with accounting principles generally accepted in the United States of America.

As disclosed in Notes 1, 4, and 9, effective December 29, 2006, the Company ceased
operations as a broker-dealer of securities and will conduct limited operations in the future.
As a result, the Company has written down its property and equipment to zero as there will
be limited or no future positive cash flows generated by these assets.

Our audits were made for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained on pages 12, 13, and 14 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 and Exchange
Commission. Such information has been subjected to the auditing procedures applied in our
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 and in conformity with
the rules of the Securities and Exchange Commission.

Jidebe 4 Byptt, v.c

February 26, 2007
Rutland, Vermont
Reg. No. 119




ABSOLUTE RETURN ADVISORS, LTD, EXHIBIT A
STATEMENT OF FINANCIAL CONDITION
FOR THE YEARS ENDED DECEMBER 31, 2006 AND 2005
ASSETS
12/31/06 12/31/05
CURRENT ASSETS
Cash $370,245  $456,813
Fees and Commissions Receivable 36,742 98,504
Cash Held for Exclusive Benefit of Customers 10,098 69,928
Prepaid Expenses - 1,665
Total Current Assets 417.085 626910
PROPERTY AND EQUIPMENT
Total Property and Equipment - 249,250
Less: Accumulated Depreciation - 142,954
Net Property and Equipment - 106,296
OTHER ASSETS
Deposits, Net 2,821 3,369
Total Other Assets 2,821 3.369
TOTAL ASSETS $419.906 $736,575
LIABILITIES AND STOCKHOLDERS’® EQUITY
CURRENT LIABILITIES
Credit Cards Payable $ 2257 § 2,940
Accounts Payable 9,152 23,510
Accounts Held Under Soft Dollar Agreements 25,730 101,604
Accrued Payroll - 6,843
Accrued Expenses - 2,695
Total Current Liabilities 37,139 137,592
STOCKHOLDERS’ EQUITY
Common Stock
183.75 Shares Authorized, No Par Value
180.00 Issued and Outstanding 71,38C 71,380
Retained Eamings 311,387 527,603
Total Stockholders® Equity 382,767 598,983
TOTAL LIABILITIES AND STOCKHOLDERS® EQUITY $419,906 $736,575

See notes to financial statements.




ABSOLUTE RETURN ADVISORS, LTD. EXHIBIT B
I STATEMENT OF INCOME
FOR THE YEARS ENDED DECEMBER 31, 2006 AND 2005
l 12/31/06 12/31/05
REVENUES
I Commissions / Fees, Net $ 707,924 $1,012,164
Interest and Dividends 8.750 3.406
I TOTAL REVENUES 716,674 1,015,570
EXPENSES
I Advertising 4,375 -
Brokerage 65,870 107,128
Consulting Services 4,946 1,775
I Data Services 44,676 38,982
Dues, Fees, and Subscriptions 15,531 20,830
I Equipment Leases 5,109 5,983
Insurance 05,880 84,880
Repairs and Maintenance 1,006 13,632
I Interest 364 251
Meals, Entertainment, and Travel 58,420 54,841
Miscellaneous 2,834 3,736
l Office Expenses 11,778 21,315
Payroll and Payroll Taxes 407,419 431,131
Postage and Delivery 2,649 3,215
l Professional Fees 20,315 40,812
Rent 36,569 35,210
Taxes 1,730 1,098
l Telephone 26,505 34,808
Vehicle 25,944 27,609
Loss on Fixed Asset Dispositions - 263
I Contributions 200 2,000
Professional Development 782 1,447
Utilities 5,568 4,949
l Depreciation 16,751 23,078
Order & Routing Fees 8,699 31,320
Fines 3.350 -
l TOTAL EXPENSES 837.270 990,293
INCOME (LOSS) (120,596) 25,277
I LOSS ON WRITE DOWN OF ASSETS (90,550} -
l NET INCOME (LOSS) $(211,146) $ 25277
l See notes to financial statements.
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ABSOLUTE RETURN ADVISORS. LTD.
STATEMENT OF RETAINED EARNINGS

EXHIBIT C

FOR THE YEARS ENDED DECEMBER 31, 2006 AND 2005

12/31/06

Beginning Balance, January 1 $ 527,603
Net Income (Loss) (211,146)
Distributions to Stockholders (5,070)
Ending Balance, December 31 $311,387

See notes to financial statements.

12/31/05
$ 523,519

25,277
(21.193)
$527,603




ABSOLUTE RETURN ADVISORS, LTD. EXHIBIT D
STATEMENT OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2006 AND 2005
12/31/06 12/31/05
CASH FLOWS FROM OPERATING ACTIVITIES
Net Income (Loss) $ (211.146) § 25277
Adjustments to Reconcile Net Income (Loss) to Net Cash
Provided by (Used in) Operating Activities:
Loss on Sale of Fixed Assets - 263
Depreciation and Amortization 16,751 24,880
Loss on Write Down of Assets 90,550 -
(Increase) Decrease in Operating Assets:
Fees and Commissions Receivable 61,762 (18,939)
Cash Held for Exclusive Benefit of Customers 59,830 15,670
Prepaid Expenses 1,665 (1,665)
Deposits, Net 548 650
Increase (Decrease) in Operating Liabilities:
Credit Cards Payable (683) 105
Accounts Payable (14,358) 9
Amounts Held Under Soft Dollar Agreements (75,874) 10,717
Accrued Payroll (6,843) (3,675)
Accrued Expenses (2,695) 2,695
Total Adjustments 130,653 30.710
Net Cash Provided by (Used in) Operating Activities (80.493) 55.987
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from Disposition of Equipment - 743
Purchase of Property and Equipment {1,005) (8,237)
Net Cash Used In Investing Activities (1.005) {7.494)
CASH FLOWS FROM FINANCING ACTIVITIES
Distributions to Stockholders (5.070) (21.193)
Net Cash Used In Financing Activities (5,070} (21,193)
Net Increase (Decrease) in Cash (86,568) 27,300
Cash at Beginning of Year 456.813 429,513
Cash at End of Year $ 370,245 $ 456,813
Supplementary Disclosure of Cash Flow Information:
Cash Paid During the Year for Interest Expense M 364 3 251
Cash Paid During the Year for Income Taxes § 708 $ 1,098

See notes to financial statements.




ABSOLUTE RETURN ADVISORS, LTD.

NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

This summary of significant accounting policies of Absolute Return Advisors, Ltd.
(the Company) is presented to assist in understanding the Company’s financial statements.
The financial statements and notes are representations of the Company’s management, who
is responsible for their integrity and objectivity. These accounting policies conform to
generally accepted accounting principles and have been consistently applied in the
preparation of the financial statements.

Nature of Operations

Absolute Return Advisors, Ltd. (the Company) operated as a broker-dealer in
securities and was a member of the National Association of Securities Dealers, Inc.
(NASD), see Note 9.

Starting in 2007, the Company’s operations will be limited to making certain
payments, including payments on operating leases and receiving reimbursements of these
costs from a related party. It still owns property and equipment, which will be used by the
related party. No lease arrangement has been established for the use of this property and
equipment.

Accounts Receivable

Accounts receivable consists of commissions and fees receivable. Management
considers all receivables to be fully collectible; accordingly, no allowance for doubtful
accounts has been established. If accounts become uncoliectible, they will be charged to
operations when that determination is made.

Receivables are generally collected within 30 days; no interest is charged on amounts
that have not been collected within 30 days.

Property, Equipment, and Depreciation

Property and equipment are recorded at cost. Depreciation is provided on the
straight-line method over the estimated useful lives of the respective assets. Maintenance
and repairs are charged to expense as incurred; major renewal and betterments are
capitalized. When items of property or equipment are sold or retired, the related cost and
accumulated depreciation are removed from the accounts and any gain or loss is included
in income (the results of operations). Going forward, there will be no depreciation expense
because the assets have been written down to zero.

The following lives were used to depreciate assets:

Furniture, Fixtures & Equipment 7 Years
Computer Equipment 3-5Years
Leasehold Improvements 15-39 Years

See notes to financial statements.




NOTES TO FINANCIAL STATEMENTS {Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Commissions

Commissions and related clearing expenses were recorded on a trade-date basis as
securities transactions occur. The majority of the net commission revenue was earned by
executing trades for three customers.

Income Taxes

The Company, with the consent of its stockholders, has elected, under the Internal
Revenue Code, to be treated as an S Corporation. In lieu of corporate income taxes, the
stockholders of an § Corporation are taxed on the income of the company. Therefore, no
provision or liability for federal income taxes is included in these financial statements.

Cash and Cash Equivalents

For purposes of cash flow presentation, the Company considers currency, cash on
hand, and demand deposits with financial institutions to be cash equivalents. Cash held for
the exclusive benefit of others is not included in the definition of cash for the purposes of
the cash flow statement.

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

NOTE 2 - CASH HELD FOR THE EXCLUSIVE BENEFIT OF CUSTOMERS

This is money held for the benefit of customers and is used to make payments on
behalf of customers under soft dollar agreements.

NOTE 3 - NET CAPITAL REQUIREMENT

As a registered broker-dealer and member of the National Association of Securities
Dealers, Inc., the Company was subject to the Uniform Net Capital Rule 15¢3-1 of the
Securities and Exchange Commission, which required the maintenance of a minimum net
capital amount as determined by law. As applied to the Company, the Rule required
minimum net capital of $250,000 at December 31, 2006 and 2005, respectively. At
December 31, 2006 the Company had net capital of $379,785, which was $129,785 in
excess of the minimum requirement. At December 31, 2005, the Company had net
capital of $455,392, which was $205,392 in excess of the minimum requirement.
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NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 3 - NET CAPITAL REQUIREMENT (Continued)

In February, 2007, this net capital requirement was eliminated due to the termination
of operations as a broker-dealer and the closing of the soft dollars arrangements with

customers.

NOTE 4 - PROPERTY AND EQUIPMENT

Property and equipment for 2006 (before write down due to discontinued operations)

and 2005 consisted of the following:

2006
Accumulated Net
Cost Depreciation  Book Value
Leasehold Improvements $ 93,104 $ 24,136 $ 68,968
Furniture and Fixtures 82,746 77,005 5,741
Computer Equipment 47,513 41,791 5,722
Office Equipment 26,892 16,773 10,119
Total $250,255 $159,706 $90,550
2005
Accumnulated Net
Cost Depreciation  Book Value
Leasehold Improvements $ 93,104 $ 17,734 $ 75,370
Furniture and Fixtures 82,746 72,309 10,437
Computer Equipment 46,508 39,546 6,962
Office Equipment 26,892 13,365 13,527
Total $249.250 $142,954 $122,143

As 0f 12/31/06, all assets and related accumulated depreciation have been written
down to $0 as required by Statement of Financial Accounting Standard No. 144
“Accounting for the Impairment or Disposal of long-Lived Assets”. Since the Company
has discontinued operations as a broker-dealer and no lease agreement has been
established, there are no future cash flows and accordingly the assets have been written

down to zero.




NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 5 - OPERATING LEASES

The Company leases its office space, two vehicles, and one piece of office equipment.
Future minimum rentals are as follows:

2007 $30,421
2008 $17,023
2009 $14,400
2010 $14,400
2011 $14,400

The payments on these leases will be reimbursed by a related company during their
term.

NOTE 6 - RELATED PARTY TRANSACTIONS

As of January 1, 2005, the registered investment advisory portion of the business was
separated into its own company so there were no investment management fees in 2005 or
2006.

The Company paid rent totaling $6,803 and §7,840 to a related party in 2006 and in
2005, respectively.

The Company paid rents of $21,576 and $18,127 in 2006 and in 2005, respectively on
a month-to-month lease to a related party for the use of an apartment.

The Company provided consulting and administrative services to a limited liability
company, under an expense sharing agreement. This agreement is reviewed quarterly.
The Company received fees of $114,658 and $175,318 from this related party during
2006 and 2005, respectively. At December 31, 2006, there was zero due under this
agreement. At December 31, 2005, there was $49,322 in accounts receivable from the
related party, of which $37,247 was past 60 days due and was treated as an unallowed
asset in the computation of net capital. In January of 2006, the related company paid
$31,398 on its receivable and there will be no future consulting services provided.

Some of the money managers that the firm did business with and had soft dollar
arrangements with also manage money for related investment partnerships.

NOTE 7 - PROFIT SHARING PLAN

In 1999, the Company adopted a profit sharing plan. This plan allowed the Company
to make discretionary contributions of up to 15% of eligible employees compensation
into the plan each year. No plan contribution was authorized for the tax years 2006 or
2005. The plan was dissolved and fully distributed out to plan participants in 2006.




NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 8 - CONTINGENCIES

Duning the year, the Company maintained cash balances at financial institutions in
excess of federally insured limits. At December 31, 2006 and 2005, the cash in excess of
insured limits was $116,207 and $330,897, respectively.

NOTE 9 - DELICENSING OF ARA AND FUTURE OPERATIONS

On December 29, 2006, the Company filed a Broker/Dealer Withdrawal Form
(BDW) with the NASD electronically via CRD. The NASD accepted this form and ARA
received a confirming letter from the SEC acknowledging the Company’s voluntary
withdrawal of all registrations. In January 2007, the Company zeroed out its Special
Reserve Account for the Exclusive Benefit of Customers (15¢3-3 Reserve Bank Account)
by either returning the funds to its clients or paying the last of the soft dollar bills in its
possession. Also during that period, the Company finalized the last reconciliations with
Bank of New York and Direct Trading that resulted in final commission payments to the
Company. In addition, the Company, in January 2007, paid all outstanding accounts
payable accrued in 2006 as a result of brokerage operations. In February of 2007, the
Company received all the monies held on its behalf by Bank of New York.

The Company will remain in existence and will continue to honor its obligations
under existing lease arrangements and pay other certain expenses for which it will be
reimbursed by a related company under a month-to-month informal agreement. This will
result in a break-even cash flow.

Any remaining liquid assets of the Company will be paid to its shareholders during
2007.
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ABSOLUTE RETURN ADVISORS, INC,
COMPUTATION OF NET CAPITAL
PURSUANT TO UNIFORM NET CAPITAL RULE 15¢3-1

DECEMBER 31, 2006 AND 2005

12/31/06 12/31/05
CREDITS
Common Stock $ 71,380 $ 71,380
Retained Earnings 311,387 527,603
DEBITS
Non-Allowable Assets (2.821) (143.591)
Net Capital 379,946 455,392
Minimum Net Capital Requirement 250,000 250.000
Excess Net Capital $129.946 $205,392
Reconciliation with Company’s Computation
(Included in Form X-17A-5 for the Years Ended
December 31, 2006 and 2005):
$384,220 $450,137
Audit Adjustments to Accounts Payable (3,880) -
616 -
- 361
Audit Adjustments for Accrued Payroll - 177
Other Audit Adjustments, Net (1.010) 4,717
Net Capital at End of Year Audited $379,946 $455,392

See the accompanying Independent Auditor’s Report.

l Net Capital as Reported in Company’s Unaudited Focus Report
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ABSOLUTE RETURN ADVISORS, LTD.

COMPUTATION FOR DETERMINATION OF THE RESERVE REQUIREMENTS
AND INFORMATION RELATING TO POSSESSION OR CONTROL
REQUIREMENTS FOR BROKERS AND DEALERS PURSUANT TO

RULE 15¢3-3 FOR THE YEARS ENDED DECEMBER 31, 2006 AND 2005

The Company does not effect transactions for anyone defined as a customer under Rule

15¢3-3. Accordingly, there are no items to report under the requirements of this Rule.

See the accompanying Independent Audior’s Report.
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INDEPENDENT AUDITOR'’S SUPPLEMENTARY REPORT
ON INTERNAL AUDITING CONTROL

To the Shareholders and

Board of Directors

Absolute Return Advisors, Ltd.
Manchester, Vermont

In planning and performing our audits of the financial statements of Absolute Return
Advisors, Ltd. (the Company) for the years ended December 31, 2006 and 2005, we considered
its internal control structure, including procedures 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 structure,

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission, we
have made a study of the practices and procedures (including tests of compliance with such
practices and procedures) followed by Absolute Return Advisors, Ltd. that we considered
relevant to the objectives stated in Rule 17a-5(g), in making the penodic computations of net
capital under Rule 17a-3(a)(11) and the procedures for determining compliance with the
exemptive provisions of Rule 15¢3-3; and (ii) in making the quarterly securities examinations,
counts, verifications and comparisons, and the recordation of differences required by Rule 17a-
13. We did not review the practices and procedures followed by the Company in complying
with the requirements for prompt payment for securities under section 8(b) of Regulation T of
the Board of Governors of the Federal Reserve System, because the Company does not carry
security accounts for customers or perform custodial functions relating to customer securities.

The management of the Company is responsible for establishing and maintaining an
internal control structure 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 internal control structure policies and procedures 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 Commission’s above-mentioned
objectives. Two of the objectives of an internal control structure 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.



Because of inherent limitations in any internal control structure or the practices and
procedures referred to above, errors or irregularities 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 condition or that the effectiveness of their design and operation
may deteriorate.

Our consideration of the internal control structure would not necessarily disclose all
matters in the internal control structure 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 irregularities 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 the internal control structure, including procedures 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 Commission 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
and 2005, to meet the Commission’s objectives.

In addition, our audit indicated that Absolute Return Advisors, Ltd, was in compliance with
the conditions of exemption from Rule 15¢3-3 pursuant to Paragraph k(2)(ii) as of December 31,
2006 and 2005, and no facts came to our attention to indicate that such conditions had not been
complied with during the period.

This report is intended solely for the use of management, the Securities and Exchange

Commission, the National Association of Securities Dealers, Inc., and other regulatory agencies
which rely on Rule 17a-5(g) under the Securities Exchange Act of 1934, and should not be used

for any other purpose.

February 26, 2007
Rutland, Vermont
Reg. No. 119

END




