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O Public Accountant THOMSCN
— NANCIA"

[0 Accountant not resident in United States or any of its possesstons.

FOR OFFICIAL USE ONLY

*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
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OATH OR AFFIRMATION

R F. DAVID HOLLOWAY , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
HOLLOWAY & ASSOCIATES, INC. , as

of  DECEMBER 31 , 20 06 , are true and correct. I further swear (or affirm) that

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

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

O

Signatu

PRE ENT

Title

Notary Public Pty Commtion Equuaes 10-/-07

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

3 (a) Facing Page.

El (b} Statement of Financial Condition,

K1 (c) Statement of Income (Loss).

I (d) Statement of Changes in Financial Condition,

] (¢) Statement of Changes in Stockholders® Equity or Partners’ or Sole Proprietors’ Capital.

i8] () Statement of Changes in Liabilities Subordinated to Claims of Creditors.

k] (g) Computation of Net Capital.

O (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3.3.

[J (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.

O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

O () An Oath or Affirmation.

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

O (n) A reportdescribing any material inadequacies found 1o exist or found to have existed since the date of the previous audit.

X (0) Statement of Cash Flows

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

The registrant/broker or dealer submitting this Form and its attachments and the person(s) by
whom itis executed represent hereby that all information contained therein is true, correct and
complete. 1t 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 schedules remain true, correct and complete as previously

submitted.

Dated the day of 20
Manual signatures of:

1)

Principal Executive Officer or Managing Partner
2)

Principal Financial Officer or Partner
3)

Principal Operations Officer or Partner

ATTENTION — Intentional misstatements or omissions of facts constitute Federal
Criminal Violations. (See 18 U.5.C. 1001 and 15 U.5.C. 78:1(a))

|— —I 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 1696 (02-03) 1 of 16

' OMB APPROVAL
T oo
I SECURITIES AND EXCHANGE COMMISSION Estimated average burden
Washington, D.C. 20549 hours perresponse. ..... 12.00
l X_-I 7A_5 (Financial and Operational Combined Uniform Single Report)
l (Please read instructions before preparing Form.)
This report is being filed pursuant to (Check Applicable Block(s)):
1) Rule 17a-5(a) [__[16] 2) Rule 17a-5() [__J17] 3) Rulg 17a-11
| 4) Special request by designated examining autherity 5) Other
NAME OF BROKER-DEALER SEC FILE NO.
8-32650 14 ]
I HOLLOWAY & ASSOCIATES, INC. l1_31 FIRM 1.0. NO.
ADDRESS OF PRINCIPAL PLACE OF BUSINESS (Do Not Use P.0. Box No.) 01/01/2006 15 ]
FOR PERIOD BEGINNING (MM/DD/YY)
l ONE MILL PLACE, SUITE 101 [ 20
(No. and Street) 12/31/2006 ] 24 I
AND ENDING (MM/DD/YY)
EASTON m‘ MARYLAND m 21601 m
l (City) (State) (Zip Code) {25}
NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT (Area Code) — Telephone No.
NAME(S) OF SUBSIDIARIES OR AFFILIATES CONSOLIDATED IN THIS REPORT: OFFICIAL USE
32] [33
l (31) [35)
[36] 37
l [38]
r 1 DOES RESPONDENT CARRY ITS OWN CUSTOMER ACCOUNTS?  YES [ {40 | no [ [41]
l CHECK HERE IF RESPONDENT IS FILING AN AUDITED REPORT




TO BE COMPLETED WITH THE ANNUAL AUDIT REPORT ONLY:

WALLACE & COMPANY, CPA'S
INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report
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[70
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50 51 [ 52 [ 53
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Wallace & Company, CPA’s T

Easton, Marytand 21601
Phone; 410.822.9306
Fax; 410.822.9309

The Board of Directors
Holloway & Assocciates, Inc.
One Mill Place, Suite 101
Post Office Box 1559

Easton, Maryland 21601-1559

INDEPENDENT AUDITORS' REPORT

We have audited the accompanying statement of financial condition of Holloway & Associates, Inc. as of
December 31, 2006, and the related statements of income, changes in stockholder's equity, the
computation of net capital requirement and cash flows for the year then ended that you are filing pursuant
to rule 17a-5 under the Securities Exchange Act of 1934, These financial statements are the responsibility
of the Company's management. Our responsibility is to express an opinion on these financial statements
based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes 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.

As described in Note 1, the accompanying financial statements, including the net capital computation,
were prepared as required by the Securities and Exchange Commission.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Holloway & Associates, 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
a whole. The supplemental information 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 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 opinion, is fairly stated in all material
respects in relation to the basic financial statements taken as a whole.

Lauace - s
Easton, Ma% CQ OIOW
February 9, 2007




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA

BROKER OR DEALER HOLLOWAY & ASSOCIATES, INC.
5

N3!lll | |

STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING AND

CERTAIN OTHER BROKERS OR DEALERS

as of (MM/DD/YY) 12/31/2006 99
SEC FILE NO. 8-32650 98
Consolidated
Unconsolidated l ] 199
Allowable Non-Allowable Total
1. Cash .. s sesssssanies 9 8817 [200) $ 8817 750
2. Heceuvahles fmm brokers or dealers:
A. Clearance account ... % 295
B. Other.. - 300 | § 550 810
3. Receivable frum non- customers 23976 | 355 800 | % 23976 |80
4, Securities and spot commadltles
owned at market value;
A, Exempted SECUMLIBS ..c..o.oceerr e 418
8. Debt securities .......... 419
C. Options ..ccveenecne
D. OQther securities .. 424
E. Spot cnmmodmes S 1 430 I 850
5. Securities and/or other mvestments
not readily marketable:
A. Atcosty § 130 |
B. At estlrnaled fair value .. e sranes l 440 | 610 | 860 ]
6. Securities borrowed under subordmatmn
agreements and partners’ individual and capital
securities accounts, at market value: 460 | 630 | 880
A. Exempled
securities $ ] 150
8. Other
securities $ 160
7. Secured demand NOES: ......oveeeeeceee et et e 640 | 890
Market value of collateral:
A. Exempted
securities $ 170
B. Other
securities $ 180
8. Memberships in exchanges:
A. Qwned, at
market  $ 190
B. Owned, at cost .. ! 650
€. Contributed for use of the cumpany, at
market value ... v [_|55 0 |_90'0
9, Investment in and recewables rmm aﬂlllates
subsidiaries and associated partnerships ..........cccceene 480 670 910
10. Property, furniture, equipment, leasehotd
improvements and rghts under lease agreements,
at cost-net of accumulated depreciation and
amortization .. 450 680 | % 920
11. Other assets .. PREPAID EXPENSES 535 7466 735 7466 1930
LTI (4] 7.V 1:1: 3 £SO 3. 327913 540 | $ 7466 740 1 § 40259 {04
OMIT PENNIES

SEE ACCOMPANYING NOTES AND AUDITORS' REPORT

1
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART IIA

BROKER OR DEALER HOLLOWAY & ASSOCIATES, INC. asof 12/31/2006

STATEMENT OF FINANGIAL CONDITION FOR NONCARRYING, NONCLEARING AND
CERTAIN OTHER BROKERS OR DEALERS

LIABILITIES AND OWNERSHIP EQUITY

Al Non-A.l.
Liabilities Liabilities Liabilities Total
13. Bank 10aNS PAYBDIE ..vvveuimsrsires s ceemenesressrecsee o $ 1045] $ 1255[%: § (1470
14. Payable to brokers or dealers:
A. Clearance account .........cccconericomenrimnenssmseenes 1114 1315 1560
B, DHIBF oo enn s nssrnrssrsrsssmssssnarens %o 1115 1305 1540
15. Payable to non-customers ..... 1155 1355 1610
16. Securities sold not yet purcnased
A MATKEL VAR oo [1360] i 1620]
17. Accounts payable, accrued liabitities,
EXPENSES AN OINBE 1..oocooeveveveeceeesvssrenesssesmseneres 6749 [1205 1385 6749 [1685
18. Notes and mortgages payable
A. Unsecured .. - 1210 1680
B. Secured ... 12114, 138057, 1700
19. E. Liabilities subordinated to ciaims
of general creditors:
A. Cash bOMOWINGS: .ouvvveeeeeeenieem s 1400 1710
1. from outsidersy $ 9870}
2. includes equity subordination (15¢3-1(d})
of ... 3 980
B. Securities borrowings, at market value ............ 1410] 1720]
from outsiders $ [ 590
C. Pursuant to secured demand note
collateral AgreemEntS ... c.overreererreessemeresscass 1420 {1730
1. f{rom outsiders § [1000}
2. includes equity subordination (15c3-1(d
of ... $ 1010
D. Exchange memberships contributed for
use of company, at market value ..o 1430] [1740
E. Accounts and other borrowings not
qualified for net capital PUrPOSES .....wvseveecercceneae 1220 1440 1750
20 TOTAL LIABILITIES ...ocooe e $ 6749 [1230] 1450] $ 6749 |1760
Ownership Equny
21. Sole Proprietorship ... ess et e oes e 44852255 AR 15855 R 2 A AR A48 RS TSR e e h SRRt a1 1 D 1770
22. Partnership (limited panners JEPRUOOOR 11 10201) 1780
23. Gorporation;
A. Preferred stock ... 1791
8. Common stock... 1000 AUTHORIZ«ED . ISSUED & QUTSTANDING; NQ PAR VALUE 1000 ]1792
C. Additional paid-in capltal eeeetees e Rerss e o421 5 8RR 44454805 e AR 7818 [1793
D. Retained earnings ........ 17
T U D, 246392 [q795
F.  LESS CAPIA] SIOCK i) TBASIIY ....vvvvserrssssmssreesceesssassosessmeases see s e et 4514858545880 0 448 £ AR 8RS LT B k4 48T % 3351011796
24, TOTAL OWNERSHIP EQUITY .eoeeeeeceeeoeceecvessvsssesasessonsvervrs sep s sss e secsecssemscrscssosres 45410411 RPTE ST SAERR g8 b et et et st st srnm b $ 1800
25, TOTAL LIABILITIES AND QWNERSHIP BEUITY ocoooeoo oo ssssssssersstsssasnssss s s essessmsssossonesossssons s it ist s ssisssssns 9 40259 | 1810
OMIT PENNIES

SEE ACCOMPRNYING NOTES AND AUDITORS' REPORT
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81

FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART IIA

BROKER OR DEALER HOLLOWAY & ASSOCIATES, INC.

asof 12/31/2006

COMPUTATION OF NET CAPITAL
1. Total ownership equity from Statement 6f FInANCIAl CONGIION ....v..evreeeeemsmrreerersmemsmseeseesmrrsmassmsaneesseesmsismssmssssmssssessssssssssssassnsssssssess 9 33510 3480
2. Deduct ownership equity not allowable for Net Capital ................. e Mo )| 3490
3. Total ownership equity qualified Or NEt CADIEAN c....cociv o sesrime st et ress s sss st st sbsss s st st sttt ebbd ek bk Ar stk ks basrats 33510 |3500
4. Add;
A. Liabilities subordinated to claims of general creditors allowable in computauon of net capital ... 3520
B. Other {deductions) or aflowable credits (List) ..... . 3525
5. Total capital and allowable subordinated liabilities... 3 33510 (3530
6. Deductions and/or charges:
A. Total non-allowable assets from v
Statement of Financial Condition (Notes B and C) ....ccoceerevcccmnmmnsimismmensmsss s o 7466 [3540
B. Secured demand note delinquency ... 3590
C. Commodity futures contracts and spo! commodmes -
proprietary capitat charges ... 3600
D. Other deductions and/or charges 3610 ¢ 7466)!3620
7. Other additions and/or allowable credlts (Ltst) 3630
8. Net capital before haircuts on Securities positions ..... Y 26044 ] 3840
9. Haircuts on securities (compuled, where appllcable pursuam to 1503 1(f)).
A. Contractual securities commitments .. srererr s et saperae et gee B 3660
B. Subordinated SECUMties DOMMOWINGS c...e..ceeeeeeeereeeceeemeceemceems e e eme s remeens e ree bt ssb s sbabasssrates 3670
C. Trading and investment securities:
1. Exempted SECUMLES ......ocooinvecrmrenrnn s s iensaseraesenns ettt eers et et "1 373
2. Debtsecurities .......... 3733
3. Options ........, . 3730
4. OUEr SBCUMIES ....ocvvsrrissiessavemricne et em e smeeemceeseeesserssneres 3734
D. Undue Concentration ... remrecrnrrccimncmrercnessemnensnee s 3650
E. Other (List) 37136| ) 3740]
0. NEE GADHEL ..vvv e es e esmesemeeeescmeres e s ee e seressee st 581501881088 58 818 k5 855 et aceres D 5014 4
OMIT PENNIES

SEE ACCOMPANYING NOTES AND AUDITORS' REPORT
3
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART HIA

BROKER OR DEALER HOLLOWAY & ASSOCIATES, INC. asof 12/3:1/2006

COMPUTATION OF NET CAPITAL REQUIREMENT

Part A

11. Minimumn net capital requred (§%,% 0F HNE 1) ..o iiricissis et sacsris s iss s st s st et e e % [3756)
12. Minimum dollar net capital requirement of reporting broker or deafer and minimum net capital requirement

of subsidiaries computed in accordance with Note (A) 5000 13758
13. Net capital requirement (greater af line 11 05 12} ...... 5000 3760
14, Excess net capital (line 10 less 13) 21044 [ 3770
15. Excess net capital at 1000% (line 10 less 10% of llne 19) 25369 [3780

COMPUTATION OF AGGREGATE INDEBTEDNESS

16. Total A.l. liabilities from Statement of FINancial CONGItION ...........corrermrrarseermemrsmrsasas e ssmssaserssssses $ 6749 [3790]
17. Add:

A. Drafts for immediate credit .. SOV 1T 3500

B. Market value of securities burmwed fur whlch no equwalent value

is paid or credited... eteeseet et iebaneast st et s ereeA e s e Rt aeb 1 e e ReAA A eSS Ak bar e r R st natna e 3810

€. Otner unrecorded amounts (Llst) - g0 $ 3830
18. TOtal BOGIEGALE MIABDIBUNESS .....overseveeessessrsssssnrsmsssssssnsessrsassenseseess ot sssassasessns s ek st ot s e st e st mras SRR RS RRE s AR R $ 6749 3840
19. Percentage of aggregate indebtedness to net capital {fine 18 + by line 10} ..., SO 26 13850
20. Percentage of debt to debt-equity total computed in accordance With Rule 1563-1{d) ..coerere e et essstienins ) 3860

COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT

Part B
21. 2% of combined aggregate debit items as shown in Formula for Reserve Requirements pursuant to Rule 15¢3-3

prepared as of the date of the net capital computation including both brokers or dealers and consolidated subsidiaries’ debits......... $ 3870
22. Minimum dotlar net capital requirement ¢f reporting broker or dealer and minimum net capnal requuement of

subsidiaries computed in accordance with Note (A) ....covcniiniennecne SO O O SU SOOI - . 3880
23. Net capital requirement (greater of line 21 or 22) .. e 3 3760
24, EXCESS CAPILAl (N8 TOUBSS 23] .cevnivoveveseeeenssoamsssse e seesssssesss e snsns s asssssssos s st s sesnssmssssessssnssssmssessssnssansssmssossssnsrssnnss 9 390
25. Net capital in excess of the greater of:

A. 5% of combined aggregate debit items OF $120,000 ... s s s ssass st et sttt siisss 9 3920

NOTES:

(A} The minimum net capital requirement should be computed by adding the minimum dollar net capital requirement of the reporting broker dealer and, for each

subsidiary to be consolidated, the greater of:
1. Minimum dollar net capital requirement , or
2. 6%% of aggregate indebtedness or 4% of aggregate debits it aternative method is used.

(B) Donot deduct the value of securities barrowed under subordination agreements or secured demand note covered by subordination agreements not in satisfactory torm
and the market values of memberships in exchanges contributed for use of campany (contra to item 1740} and partners’ securities which were included in non-allowable
assets.

(C) For reports filed pursuant to paragraph {d) of Rule 17a-5, respondent should provide a fist of materiat non-aliowable assets.

SEE ACCOMPANYING NOTES AND AUDITORS' REPORT
4
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART lIA

BROKER OR DEALER HOLLOWAY & ASSOCIATES, INC.

For the period (MMDDYY) from%01/01/063932t0 12/31/06  [3039)
Number of months included in this statement 12 3931

STATEMENT OF INCOME {LOSS)
REVENUE
1. Commissions:
a. Commissions on transactions in exchange listed eqmty securities executed on an exchange ... SO 3935
b. Commissions on listed OPHON tRANSACHOMS .........oovevvce e eeereserececeseeeeee e seres s s ANNUITIES ST 3199872 | 3938
¢. Al other securilies commissions .. 3939
d. Total securities commissions . 3940
2. Gains or losses on firm securities tradmg accounts
a. From market making in options on a national SECURItIES BXCRANGE .. ...c e rer e sere et s revems eee e seem e st e cateses st bbbt
b, From all other trading .........oocereerseenserecreseen
¢. Total gain (loss) ...
Gains or losses an hrm securltles mvesh'nent accounts . 3952
Profit {loss) from underwriting and SelliNG QroUPS ... e s s e ar e b b s aEaRa 3955
Revenue from sale of investment cOmPany SHATES .........cccoeeeerereesreeesnsessseessesseemssesnseeseen ARG, FUND s 45360 3970
Gommodities revenue.. . 3990
Fees for account supemsmn lnvestment adwsnry and adrnmlstratlve SErvices . 3975
Other revenue ..............., vt rernne s anaens . 1 3995
TOLBI TBVEIUR «.......eeeeeseee e e emasereae e e sssses s asesoessesmsms s s ssreseems e seeessesm e st seeseemssmsessesesemssessemsnns sns s seseasesseessrmnnss sesssnssrnssassns 3654 4030

3945
3949
3850

N
b=

D@NO oW

[2 %
L9%)

EXPENSES
10. Salaries and other employment costs for general partners and votmg stockholder officers .. 20635¢ 4120
11. Other employee compensation and benefits .. 4115
12. Commissions paid to other broker-dealers .... . 4140
13. Interest expense .. 4075
a. Includes mterest on accounts sub|ect to subordlnatlon agreements [4070]
14. Regulatory Tees and EXPEASES .......cc.veeervereeceremserssrerssesemseremsaresnasssnseses
15, Other expenses ..o .
16, TOMA EXPENSLS .......ovomvrrmrevrrserssresrsrorsresensansessassessessesssrsssarassassessrass sesserassssssesssess seses £os 4 seree PesE9aL 1 SRR E SRS A0S 4 01S Ha e Ar A A AR S SRR SRRt SRt E

4195
1213121 4100
3 327477 4200

NET INCOME

17. Income {loss) before Federal income taxes and items betow (lem 9 less Hem 15} $ 37986[ 4210

18. Provision for Federal income taxes (for parent only)... S PO 9 4220

19. Equity in eamings (losses) of unconsolidated submdlarles nut |nc|uded abnve 4222
a. After Federal income taxes of ..

20. Extraordinary gains (losses)... 4224
a. After Federal income taxes of

4225

$ 379864230

21. Gumulative effect of changes in accounﬁng pnncnples
22. Netincome (loss) after Federal income taxes and extraordmary 1tems

MONTHLY INCOME
23. Income (current month only) before provision for Federal income taxes and extraordinary BeIMS .........oooeveveeververeeeremseensvesesserrenees 9 528 l 421 1|

SEE ACCOMPANYING NOTES AND AUDITORS® REPORT
5
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA

BROKER OR DEALFR HOLLOWAY & ASSOCIATES, INC.

For the period (MMDDYY) from _91/01/06 512/31/06

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

1. BalanCe, DEGINMING O PEIOM ..cvvovveeeeereereeeeeoeeeseesesesseress e resssereesesesresemssoessesesessaameesseesseeeseses s sesessesseeemsomsossesnereromrestsssssetnsssssssisss 9 16473 [4240
A. Netincome {l0S5}.....crverne 37986 [4250

B. Additions {Includes nonconlormmgcapltalof 4260

C. Deductions (Includes non-conforming Capital Of ... e recureecermesecrmecmmmenssmscesmeremences 9 4272]) 20949 [4270
2. Balance, end of period (From item 1800) . et s ess st s assssssssssssssssre s msessaersesssrssenrsersrersns 9, 33510_[42%0

STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS

3. Balance, DEGINMING 0 PEFOU ...........coc.ooeereverererre s eereeseese et st arsseassns s s ssserssesesessrestest s se s st sesmsensssssssessersensassassessrssresrestestessansensenses 50 D 4300
A, INCTEASES c.ovvvevvrrrirerieens 4310
B DIBETBASES ..eveeiicrreeieueretree et et saseniae e st sesesneas s et sea b sa e skt es 4 s et e 424 St 4 £ Sk sk e et e s ek et b 4320

4, Balance, end of period (FIOM IBM 3520 ..civwrimisreenssersssssssessursserssssscsserssmssrensessssesssassssessatsnsst sessessiesesmses sosamssassssassmsesissmssmsioarioes 4330

OMIT PENNIES

SEE ACCOMPANYING NOTES AND AUDITORS' REPORT
6
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HOLLOWAY & ASSOCIATES, INC.
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2006

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash Received From Commissions
Interest Received
Cash Paid to Suppliers and Employees
Cash Paid — Advances to Officer

NET CASH FROM OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase Fixed Asset

NET CHANGE IN CASH
CASH AND EQUIVALENTS AT 12/31/05

CASH AND EQUIVALENTS AT 12/31/06

Net Profit
Operating Activities:
Distribution to Shareholder { 20,
(Increase) Decrease in Assets:
Accounts Receivable (13,
Prepaid Expenses {2,

Increase (Decrease) in Liabilities:
Accounts Payable
Accrued Liabilities

TOTAL ADJUSTMENTS
NET CASH PROVIDED BY OPERATING ACTIVITIES
Non-Cash ltems:
Distributions to Shareholder
Supplemental Disclosures of Cash Flow Information:

Cash Paid for Interest Expense
Income Taxes Paid (See Notes to Financial Statements)

See Accompanying Notes and Auditors’ Report
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$ 352,061
121
(328,812)
(20,949)

8 2,421

2,421

6,395

$ 8,816

37,986
949)

280)
657}

477
844

35,565

2,421




NOTE 1.

NOTE 2.

HOLLOWAY & ASSOCIATES, INC,
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2006

FORM OF PRESENTATION

These financial statements are presented as the Annual Audited Report Farm X-17A-5,
Part IlA, as required by the Securities and Exchange Commission. This information is
required of brokers and dealers, Holloway & Associates, Inc. hofds membership in the
National Association of Securities Dealers, and, as such, is also required to file an annual
report with that association.

SIGNIFICANT ACCOUNTING POLICIES

Significant accounting policies are as follows:

Property and Equipment

The major groups of equipment consist of:

Machinery and Equipment $ 11,685
Furniture and Fixtures 5298
16,893

Less Accumulated Depreciation 16,893
TOTAL $ 0

Depreciation

Depreciation is provided primarily on accelerated methods, including IRS Code Section
179 deductions, used for federal income tax purposes over the applicable life of the
depreciable asset. All fixed assets have been fully depreciated. Depreciation expense for
2008 was zero.

Income Taxes

The Company has elected to have its income taxed under Subchapter S of the Internal
Revenue Code, which provides that, in lieu of corporate income taxes, the shareholder is
taxed on his propertionate share of the Company’s taxable income. Therefore, a
provision or liability for federal or state income taxes is not included in these financial
statements. In addition, deferred income taxes have not been calculated.

Minimum Net Capital Requirement

Effective July 1, 1994, the Company must maintain minimum net capital of $5,000.

Cash Equivalents

For purposes of the statement of cash flows, the Company considers all highly liquid
investments purchased with a maturity of three months or less to be cash equivalents.




NOTE 2.

NOTE 3.

NOTE 4.

HOLLOWAY & ASSOCIATES, INC.
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2006

SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect certain reported amounts and disclosures. Accordingly, actual
results could differ from those estimates.

Cash Management

The Company invests its working cash balances in interest bearing accounts whenever
possible. Cash accounts are adequately covered by FDIC insurance at the end of the
calendar year.

Risk Management

The Company carries commercial general, property, employee, and liability insurance
caverage. Insurance needs and coverage are reviewed periodically.

LEASE AGREEMENTS

The Company leases office space under a two-year operating lease, which terminated
July 31, 2005 and was renewed until July 31,2007. Office rental expense was $15,248 for
the year ended December 31, 2006.

The minimurm payment obligation under this lease for the next year is as follows:

2007 $ _8.894
TOTAL $ 8804
RECEIVABLES

Receivables at December 31, 2006 consisted of:

Commissions Receivable $ 23,976




NOTE 5.

HOLLOWAY & ASSOCIATES, INC.
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2006

RELATED PARTIES

The 100% shareholder of the Company also operates an insurance business as a sole
proprietorship. Secretarial services are provided to the Company from the sole
proprietorship in exchange for the use of the office space. The Company and the sole
proprietorship share auto and other expenses. Allocations for shared office expenses
have been made between the Company and the sole proprietorship.

10




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART [IA

BROKER OR DEALER HOLLOWAY & ASSOCIATES, INC. asof 12/31/2006

EXEMPTIVE PROVISION UNDER RULE 15¢3-3

24, If an exemption from Rute 15¢3-1 is claimed, identify below the section upon which such exemption is based (check one only)

A, {K){1) — $2,500 capital category as per Rule 15¢3-1 . reisin X 4550
B. {k){2)(A) — “Special Account for the Exclusive Benefit uf customers” malntamed 4560
C. (k)(2)(B) — Ali customer fransactions cleared through another broker-dealer on 2 IuIIy dlsclosed ba5|s
Name of clearing firm%, |4335 4570
D. (k){3) — Exempted by order of the Commission {iNCIUGE COPY OF IEREI) ...vevrvrerres e vrencemssssssesesnsrrssssrssrrnsenscssraenes 4580
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,
Type of Proposed Amount to be
Withdrawal or Withdrawn (cash (MMDDYY) Expect
Accrual Insider or amount and/or Net Withdrawal or to
{See below Qutsider? Capital Value of Maturity Renew
for code ) Name of Lender or Gontributor {In or Out} Securities) Date (Yes or Noj
% 4600] 4601 [460Z] 4603 [4604
%z 4610 [4611] 4612} 4613 4614 4615
% [4620] [4623] 4624 535
N 4630 4631 [4832} f4633] {4534] 4635
s 4640 4641 4642 f4643 [4644) [4645]
Total $% [45659)
OMIT PENNIES

Instructions: Detail Listing must include the total of items maturing during the six menth 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 anticipated accruals which would cause a reduction of Net Gapital. These anticipated accruals would include amounts of
bonuses, partners' drawing accounts, taxes, and interest on capital, voluntary contributions to pension or profit sharing plans, etc., which have not been deducted

in the computation of Net Capital, but which you anticipate wilt be paid within the next six months.

WITHDRAWAL CODE: DESCRIPTIONS
1, Equity Capital
2. Subordinated Liabilities
3. Accruals

SEE ACCOMPANYING NOTES AND AUDITORS' REPORT
11
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SUPPLEMENTAL SCHEDULE |
HOLLOWAY & ASSOCIATES, INC.
RECONCILIATION OF AUDITED AND UNAUDITED

COMPUTATION OF NET CAPITAL
YEAR ENDED DECEMBER 31, 2006

Net Capital Per Unaudited Focus Report as of 12/31/06

Adjustment of Receivables From Non-Customers (Line 355}
Add Additional Commissions Receivable

Adjustment of Accounts Payable {Line 1205):
Add Accounts Payable Adjustment
Net Capital Per Audited Focus Report as of 12/31/06

See Accompanying Notes and Auditors’ Report
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$ 23,632

5,987

{3.475)




SUPPLEMENTAL SCHEDULE I

HOLLOWAY & ASSOCIATES, INC.
RECONCILIATION OF AUDITED AND UNAUDITED STATEMENT
OF CHANGES IN OWNERSHIP EQUITY
YEAR ENDED DECEMBER 31, 2006

Total Ownership Equity Per Unaudited Focus Report

as of 12/31/06 $ 28,341
Change in Net Income 12,118
Distributions to Shareholder (6,949)

Total Ownership Equity per Audited Focus Report
as of 12/31/06 $33.510

See Accompanying Notes and Auditors’ Report
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Wallace & Company, CPA’s R

Easton, Maryland 21801
Phone: 410.822.9306
Fax: 410.822.9309

Board of Directors

Holloway & Associates, Inc.
One Mill Place, Suite 101
Post Office Box 1559

Easton, Maryland 21601-1559

INDEPENDENT AUDITORS' SUPPLEMENTARY
REPORT ON INTERNAL CONTROL STRUCTURE REQUIRED BY
SEC RULE 17a-5

In planning and performing our audit of the financial statements of Holloway & Associates, Inc. for the year
ended December 31, 2006, we considered its internal control structure, including procedures for
safeguarding securities, in order to determine our auditing procedtres 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 followed by Holloway & Associates, Inc., including tests of such practices
and procedures that we considered relevant to the objectives stated in rule 17a-5(g): (1) making the
periodic computations of aggregate indebtedness (or aggregate debits) and net capital under rule 17a-
3(a)(11) and the reserve required by rule 15c-3(e); (2) making the quarterly securities examinations,
counts, verifications and comparisons, and the recordation of differences required by rule 17a-13; (3}
complying with the requirements for prompt payment for securities under section 8 of Regulations T of the
Board of Governors of the Federal Reserve System; and {4) obtaining and maintaining physical
possession or control of all fully paid and excess margin securities of customers as required by rule
15c3-3.

The management of the Company is responsible for establishing and maintaining an internal contro}
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 contro! 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 preparation of financial statements in
accordance with accounting principles generally accepted in the United States of America. Rule 17a-5(g)
lists additional objectives of the practices and procedures listed in the preceding paragraph.
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Board of Directors
Holloway & Associates, Inc.
Page 2

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 conditions or
that the effectiveness of their design and operation may deteriorate. Our consideration of the internai
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 structure elements does not reduce to a relatively low level the risk that errors or irregularities in
amaounts that woutld 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 the 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, to meet the Commission's objectives.

This report is intended solely for the use of management, the Securities and Exchange Commission, the
New York Stock Exchange, and other regulatory agencies which rely on Rute 17a-5(g) under the
Securities Exchange Act of 1934 in their regulation of registered brokers and dealers, and should not be
used for any other purpose.

Loatace = Conpuuy (Fs

Easton, Maryland
February 9, 2007
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