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OATH OR AFFIRMATION

1, Steven C. Bender, swear (or affirm) that, to the best of my knowledge and belief the accompanying financial
statement and supporting schedules pertaining to the firm of Alderman & Company Capital, LLC
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 proprietary interest in any account classified soley as
that of a customer, except as follows: NONE,

Ph ¢ Buele

Signature

Financial & Operations Principal
Title

* Public

. 138824
Netary Public, State of New York

My Commiasion Expees Danls, 205
This report ** contains (check all applicable boxes):

(a) Facing page.

(b) Statement of Financial Condition.

(c) Statement of Income (L.oss).

(d) Statement of Cash Flows,

(e) Statement of Changes in Stockholders' Equity or Partners' or Sole Proprietor's Capital.

(f) Statement of Changes in Liabilitics Subordinated 10 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 unaundited Statements of Financial Condition with respect to methods of con-
solidation.

(1) An Qath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

{n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

(0) Independent Auditor’s Report on Internal Control

HOOK O O0D0KDOKEEKDNEK

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(ej(3).
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John M. Rolleri, CPA, CFE

REPORT OF INDEPENDENT AUDITOR

To the Member of
Alderman & Company Capital, LLC

We have audited the accompanying statement of financial condition of Alderman & Company Capital, LLC
as of December 31, 2006 and the related statements of income and changes in member’s equity and cash
flows for the yecar then ended. These financial statements are the responsibility of the Company’s
management. Qur responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards gencrally 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 procedurcs that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectivencss of the Company’s
internal control. Accordingly, we express no such opinion. An audit includes cxamining, on a test basis,
cvidence supporting the amounts and disclosures in the financial statements, 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 reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Alderman & Company Capital, L.LC as of December 31, 2006, and the results of operation
and its cash flows for the vear then ended in conformity with accounting principles generally accepted in
the United States of America.

Our audit was conducted for the purposc of forming an opinion on the basic financial statements taken as a
whole. The information contained in Schedule § and 11 is prescnted for purposes of additional analysis and
is not a required part of the basic financial statements, but is supplementary information required by Rules
15(c)3 and 17(a)5 under the Securities Exchange Act of 1934 Such information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinton, is fairly stated
in all material respects in relation to the basic financial statements taken as a whole.

Wlichael 9 Fonight & (.

Michael J. Knight & Company, CPAs
Fairficld, Connecticut
February 16, 2007

MEMBER: AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
CONNECTICUT SOCIETY OF CERTIFIED PUBLIC ACCOUNTANTS




Alderman & Company Capital, LLC
Statement of Financial Condition
December 31, 2006

Assets
Current assets
Cash and equivalents $ 20,546
Accounts receivable 2,434
Prepaid expenses 260
Total current assets 23,240
Property and equipment
Electronic data processing equipment 2,000
Accumulated depreciation (111)
Net property and equipment 1,889
Total assets $ 25,129

Liabilities and Member's Equity

Current liabilities

Accounts payable § 8,989
Accrued liabilities 5,000
Total current liabilities ' 13,989
Member's equity 11,140
Total liabilitics and member's equity $ 25,129

See report of independent auditor and notes to financial statements.
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Alderman & Company Capital, LLC
Statement of Income and Changes in Member's Equity
For the Year Ended December 31, 2006

o
Fee revenue and reimbursed expenses $° 335231
Operating Expenses
o Accounting 12,881
Advertising 292
Airfare 5,299
Bank charges 82
Conncctivity charges 54
° Consultants 3,800
Depreciation 111
Dues and subscriptions 615
Facilities 95
Finder's fecs 12,500
Gas, parking and tolls 205
® Hotel 1,529
Internct costs 148
Legal 25,001
Life insurance 399
Local transportation 250
Meals 174
® Office supplies 40
Printing 3,429
Promotion 357
Regulatory fecs 785
Taxes 10
® Telephone 620
Total operating expenses 73,676
Incomge from operations 261,355
@ Other Income
Interest income 446
Net income 262,001
Beginning member's equity 11,143
L
Member capital investments 23,100
Member distributions (285,104)
Py Ending member's equity $ 11,140

See report of independent auditor and notes to financial statements.
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Alderman & Company Capital, LLC
Statement of Cash Flows
For the Year Ended December 31, 2006

Cash flows used for operating activities:
Net income
Adjustments to reconcile change in net income
to cash used for operating activities:
Depreciation
Increase in accounts receivable
Increase in prepaid expenses
Increase in accounts payable
Increase in accrued liabilities
Total adjustments
Net cash provided from operating activities

Cash flows from investing activities:
Acquuisition of property and equipment

Net cash used by financing activities
Cash flows from financing activities:
Member capital investments
Member distributions

Net cash used by financing activities
Net decrease in cash and cash equivalents

Beginning cash and cash equivalents

Ending cash and cash equivalents

$262.001

111

(2.434)

(260)
3,099
5,000

5,516

267,517

(2,000)

(2,000)

23,100

(285,104)

(262,004)

3,513

17,033

$20,546

See report of independent auditor and notes to financial statements.

4




Alderman & Company Capital, LLC
Notes to Financial Statements
Pecember 31, 2006
{See Report of Independent Auditor)

NOTE 1 - ORGANIZATION AND NATURE OF BUSINESS

Alderman & Company Capital, LLC (the “Company”} is a registered broker-dealer with the Securities and
Exchange Commission (SEC) and a member of the National Association of Sccurities Dealers, Inc.
(NASD). The Company provides investment banking expertise to issucrs in the aecrospace and defense
industrics. The Company received its NASD approval for membership on January 27, 2006. The
Company’s sole member is William H. Alderman. The Company is exempt from Rule 15¢3-3 of the SEC
under paragraph (k)(2)(1) of that rule.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of accounting - The Company maintains its books and records on the accrual basis of accounting for
financial reporting purposes, which is in accordance with U.S. generally accepted accounting principles and
is required by the SEC and NASD.

Cash and equivalents — For the purposes of the statement of cash flows, the Company considers cash in
banks and all highly liquid debt tnstruments with maturity of thrce months or less to be cash equivalents.
The Company maintains its cash in bank dcposit accounts, which, at times, may exceed federally insurcd
limits. The Company has not expericnced any losses in such accounts. The Company believes it is not
exposed to any significant credit risk on cash.

Revenue recognition — Revenues from investment banking services are recognized when the transaction
closes and realization is rcasonably assured.

Use of accounting estimates - The preparation of financial statements in conformity with gencrally
accepted accounting principles requircs management to make estimates and assumptions that affect the
reported amounts of certain assets and liabilities and disclosures. Accordingly, the actual amounts could
differ from those estimates. Any adjustments applied to the estimated amounts are recognized in the year in
which such adjustments are determined.

Accounts receivable - Accounts receivable arc carried at cost. As of December 31, 2006, the Company
does not believe a reserve is required for uncollectible accounts.

Property and equipment - Property and equipment are stated at cost. Depreciation is computed using the
straight-line method over the estimated useful lives of the assets. Asset lives are three years.

Income taxes — The Company is a limited liability company treated as a disrcgarded entity. Accordingly, in
lieu of Federal and state income taxes, the member is taxed on their proportionate sharc of the Company’s
taxable income. Thercfore, no provision or lability for Federal or state taxes has been included in these
financial statements.

NOTE 3 - RELATED PARTY TRANSACTIONS

During 2006, the Company engaged the services of an attorney who is related to the Company’s owner. The
Company incurred $16,942 in attorney’s fees of which $5,469 remains payable at December 31, 2006.




Alderman & Company Capital, LLC
Notes to Financial Statements
December 31, 2006
(See Report of Independent Auditor)

NOTE 4 - NET CAPITAL REQUIREMENT

The Company is subject to the SEC Uniform Net Capital Rule (Rule 15¢3-1), which requires the
maintenance of net capital and requires that the ratio of aggregate indebtedness to net capital, both as
defined, shall not exceed 15 to 1. Rule 15¢3-1 also provides that equity capital may not be withdrawn or
cash dividends paid if the resulting net capital; ratio would excced 10 to 1. At December 31, 2006, the
Company had net capital of $6,557, which was $1,557 in excess of its required net capital of $5,000. The
Company’s ratio of indebtedness to net capital was 2.13 to 1.

NOTE 5 - CONTINGENCY

The Company is party to a contract with a consultant that is in the process of being renegotiated. It is likely
that no additional liability will be incurred as a result of this agreement. It is anticipated that a new
agreement will be exccuted in licu of the present agreement and any liability associated with the existing
agreement, if any, will be relieved. The Company has not recognized any liability in the financial
statements with respect to the current agreement.




Alderman & Company Capital, LLC
Computation of Net Capital Under Rule 15¢3-1 of the
Securities and Exchange Commission
For the Year Ended December 31, 2006
Schedule I

Net Capital
Total member's equity

Deduct member's cquity not allowable
for net capital
Total member's equity qualified for net capital
Deductions/other charges:
Accounts receivable
Precpaid expenses
Net property and equipment

Total deductions/other charges

Net capital

Agoregate indebtedness

Accounts payable and accrued expenses

Total aggregate indebtedness

Computation of basic net capital requirement

Minimum net capital required
Excess net capital

Ratio: Aggregate indebtedness to net capital

See report of independent auditor.
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$11,140

$13,989

$13,989

$5,000

$1,557




Alderman & Company Capital, LLC
Reconciliation of Net Capital from Quarterly Focus - Rule 172-3 (d)(4) of the
Securities and Exchange Commission to Annual Audited Financial Statements
For the Year Ended December 31, 2006
Schedule 11

Net Capital as reported_on 4th Quarter Focus $13.350

Adjustments from 4th Quarter Focus to Annual Audit

Accrue additional payables and other currcnt liabilities (6,993)
Total adjustments (6,993)

Revised Net Capital as reported in the Annual Audit $6,557

See report of independent auditor.
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To the Member of
Alderman & Company Capital, LLC

o In planning and performing our audit of the financial statements and supplemental
schedules of Alderman & Company Capital, LLC (the Company) for the year ended
December 31, 2006, we considered its internal control structure including control
activities for safeguarded 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 required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we

have made a study of practices and procedures followed by the Company including tests

of such practices and procedures that we considered relevant to the objectives stated in
PN 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 15¢3-3. Because the Company does not carry
securities accounts for customers or perform custodial functions relating to customer
securities, we did not review the practices and procedures followed by the Company in
any of the following:

1. Making quarterly security examinations, counts, verifications, and comparisons
and recordation of differences required by rule 17a-13.

2. Complying with the requirements for prompt payment for securities under Section
o 8 of the 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
1) 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 an internal control and the practices and procedures are to provide
o management with reasonable, but not absolute assurance that assets for which the
Company has responsibility are safeguarded against loss from unauthorized use or

9
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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 in the United States of
America. Rule 17a-5(g) lists additional objectives of the practices and procedures listed
in the preceding paragraph.

Because of inherent limitations in internal control structure or the practices and
procedures referred to above, error or fraud may occur and not be detected. Also,
projection of any evaluation of them to future periods is subject to the risk that they may
become inadequate because of changes in conditions or that the effectiveness of their
design and operation may deteriorate.

Our consideration of 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 the specific internal
control component does not reduce to a relatively low level the risk that error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions. However, we noted no matters involving the internal
control structure, including control activities for safeguarding securities that we consider
to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in
the second paragraph of this report are considered by the SEC to be adequate for its
purposes in accordance with the Securities Exchange Act of 1934 and related regulations,
and that practices and procedures that do not accomplish such objectives in all material
respects indicate a material inadequacy for such purposes. Based on this understanding
and on our study, we believe that the Company’s practices and procedures were adequate
at December 31, 2006 to meet the SEC’s objectives. '

This report recognizes that it is not practicable in an organization the size of Alderman &
Company Capital, LLC to achieve all the divisions and duties and cross checks generally
included in a system of internal accounting control and that alternatively greater reliance
must be placed on surveillance by management.

This report is intended solely for the use of the Member of the Company, the SEC, the
National Association of Securities Dealer and other regulatory agencies that rely on Rule
17a-5(g) under the Securities Exchange Act of 1934 in their regulation of registered
brokers and dealers, and should not be used by anyone other than these specified parties.

WPlichaol 9. Knight & (5.

Michael J. Knight & Company, CPAs
February 16, 2007

END

10




