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f A. REGISTRANT IDENTIFICATION Z

) '

- | - ‘
NAME OF BROKER-DEALER: BLOCK-KELLY COMPANY ‘ OFFICIAL USE ONLY

ADDRESS OF PRI]TICI_PAL PLACE OF BUSINESS: (Do not use P.O. Box No.) ' FIRM 1.D. NO.

304 NORTH BROAD STREET

{No. and Street)

MONROE L : GEORGIA 30655 :
‘(Ciry) ) (State) (Zip Code) '

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO TH[S REPORT -
EUGENE KELLY, JR. : (404) 267- 8100 .

Ny

r ' {Area Code - Telephone Number)

i
E ' B. ACCOUNTANT IDENTIFICATION

i ' .
INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report* )
|
JAMES A. ROLAND, CPA, LLC

i : . (Name ~ if individual, state last, firsi, middle name)

i . 1
1201 'PEACHT'REE 5T., N.E., SULTE 200 ATLANTA GEORGIA . 30361
{Address) ; : o (City) (State) (Zip Code)
CHECK ONE:

(B Ceniﬁed Public Accountant .
O Publillc Accountant . - ' PROCESSED |

(M Acco:unlam not resident i'n United States or any of its possessions. . - 91 5007
b . FOR OFFICIAL USE ONLY = '
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3

*Claims for exempnon Jrom the reqmremem that the annual report be covered by the opinion of an independent public accountant
must be supportéd by a statement of facts and circumstances relied on as the basis for the exemption. See Section 240 17a-5(e)(2)
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OATH OR AFFIRMATION | . '

t

EUGENE KELLY, JR. , swear (or affirm) that, to the best of

my knowledge and Belief the accompanymg ﬁnancml statement and supporting schedules pcrtalmng to the firm of P

BLOCK—KELLY|COMPANY R A e

of DECEMBER 31 | | 7 ) ,20 06 » are true and correct. I further swear (or affirm)' that

neither the company nor any partner, propnetor principal officer or director has any pmpnetary interest in any account

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

Dbt

N
| |
!
!

A,
N ary Publlc ' ‘ U . LRI
Og M'Y OMZM EXPIRKS 3//9'06/ B ] ":‘é
This report ** contams (check all appllcable boxes): Pl e . ZEl
[@ (a) Facing Pagc : _ ER w3
B (b) Statement of Fmancnal Condltlon o . : P .:\'é‘:
&l (c) Statement oflncome (Loss). . ... . | : . '\_ RTINS, O e
@ (d) Statement 0f4 Cash:Fldﬁ o _ S, N
@ (e) Statement of (,hanges in Stockholders’ bquny or Partners’ or Sole Proprletors Capttal e
O (f) Statement of Changes in Llahllltles Subordmated to Clalms of Creditors. ' ' '
(g) Computatlon of Net Capltal A 1 l
@A Computatlon for Determmatlon of Rescrve Requlrements Pursuant to Rule 15¢3-3, ,'
@ @ Information Relating to the Possession or Control Requirements Under Rule 15¢3-3. :
Gy A Reconcﬂlatlon, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the

BOR O

Computauon for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
(k) A Reconcﬂlatlon between thc audlted and unaudnted Statements of Financial Condition with respect to methods of

consohdatlon R :;"_._ N oL B l

() An Qath oriAff'rmatlon R
(m) A copy of the SIPC Supplemental. Report

Lot
r

(n} A report descrlbmg any matenal madequacnes found to exist or found to have cxnsted since the date of the prevnous audlt.

v ’
j i

**For condmons of confi denual treafment of certain pamans of this fi f ling, see section 240 17a-5¢ei(3).
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Board of Dlrectors
Block- Kelly Fompany
Monroe, Georgia

; = JAMES A. ROLAND, cpA, LLC

" SUITE 200, 1201 PEACHTREE STREET NE
ATLANTA, GEORGIA 30361 ‘
404 8gz-0400 Fax 678 567-0879

v : January 10, 2007

. |

1

' I
|

' ' . . INDEPENDENT AUDITQOR'S REPORT

f j : Co

P T have audited the accompanying statements of financial
condition of Block-Kelly Company as of December 31, 2006 and 2005.
These flﬁa&01al statements are the responsibility of: the Company's
management‘ My respon51b111ty is to express an oplnlon on these
financial statements based on my audits.

|
I cqnducted my audits in accordance with audltlng'standards

generally accepted in the United States, of America. ‘- Those standards
require that I plan and perform the audit to obtain reésonable
assurance about whethéer the statements of financial condltlon are fre
of materﬂaﬂ mlsstatement An audit includes examlnlng, on a test

|
%

ba51s, ev1dence supportlng the amounts and dlsclosures*ln the state-

ménts of'frnanc1al condition. An audit also includes asse331ng the

accountlngjprlnc1ples used and significant estimates made by manage-

'ment as well as, evaluating the overall financial statement pre-
sentation. ; I believe that my audits prov1de a reasonable basis for
my opinion. ‘ ‘ i

1

In qyfopinion, the statements of financial conditﬁon referred
to dbove present fairly, in all material respects, the financial
p051t10n of Block-Kelly Company at December 31, 2006 and 2005, in
conformlty with accounting principles generally accepted in the
United States of America. i

O o s

- JAMES A, ROLAND, CPA,~ LLC
Certlfled ‘Public Accountant

..%;?P




BLOCK-KELLY COMPANY

STATEMENTS OF FINANCIAL CONDITION

DECEMBFR 31, 2006 AND 2005

ASSETS

Cash :
Cash ségreg?téd in compliance with
federal and other regulations
Receivables from brokers or dealers

Receivables| from customers

Securities owned, at market value (Note 2)
Office equibment at cost, less accumulated
deprecia#ipn of $17,432 in both years

Other'asset§

7

iLIABILITIES AND STOCKHOLDER'S EQUITY

LIABILITIES:
Payable to customers
Accrued éxpenses and other liabilities

|

|
STOCKHOLDERFSEEQUITY:

Common sFoCk, par value $10 a share;
authorized, issued and outstanding, 1,000
‘shares

Additiongl.paid—in capital

Retained’earnings

|

The;aécompany notes are an integral part of these statements.

2

t

i
2005

2006
$55,976 $36,257
22,257 21,838
70,160 156, 449
115 i
247,875 248,500
i
2,200 1,575
$398, 583 $464,619
!

560,917 $140,011
19,177 6,245
80,094 146,256
10,000 10,000

276,000 276,000

32,489 32,363

318,489 318,363

$464,619

$398, 583




BLOCK-KELLY COMPANY

NOTES TO STATEMENTS OF FINANCIAL CONDITION

. DECEMBER 31, 2006 AND 2005

Organization and Nature of Business:

t

i
The Company is a securities broker-dealer registered with the
Securltles and Exchange Commission (SEC) and is a member of the
Natlonal Assoclation of Securities Dealers (NASD) . rIt is organ-
ized|as a corporation under the laws of the State of Georgia.

3
Significant Accounting Policies:
a. Securltles Transactions. Customers' securities trans-
actlons and related commission income and expense are re-
corded on the trade date.

b. Income Taxes. The Company has elected to be taxed under

Subchapter S of the Internal Revenue Code. A corporation

making this election is generally not subject to taxation

upon‘its income, such ordinarily being the responsibility

of the corporation's shareholder. Accordingly, no provision

for }ncome taxes has been made in these financial statements.
|

Cash! Segregated Under Federal and Qther Requlations:

Cash|of 522,257 has been segregated in a special reserve bank

. account for the benefit of customers under Rule 15c3 3 of the

Securltles and Exchange Commission.

l

Concentration of Credit Risk:

' At December 31, 2006, the Company had cash balances of $328,233

at oﬁe financial institution which was in excess of the $100, 000
limit insured by the Federal Deposit Insurance Corporatlon

Net Capital Requirements:

} .
Pursiant to the net capital provisions of Rule 15¢3-1 of the

Securities Exchange Act of 1934, the Company is required to

: malntaln a minimum net capital, as defined under such provi-

51ons Net capital and the related net capital ratio may
flucFuate on a daily basis. At December 31, 2006, K the Company
had net capital and net capital requirements of approximately
$314|959 and 3250,000 respectively. The Company's net capital
ratlo was .25 to 1. The net capital rules may effectively
restrict the payment of cash dividends.




BLOCK~KELLY COMPANY

NOTES TC STATEMENTS OF FINANCIAL CONDITION
(Continued)

DECEMBER 31, 2006 AND 2005 o

_ i '
1 '

+

) , i .
Commltments and Related Party Transactions:

_lease,'whlch explres December 5, 2009, with an annual lease payment:

| } ' ; ;
The Compgny leases its office facilities from the sofe stock-

holder (Expenses include rents of $26,000 (2006) and $18,000 {(20095).

The Company also leases an automobile under the terms of an operati

$10,39q.! Expenses include auto lease payments of. $2|564 (20006) and
$}0,025 (2005) Minimum annual future rentals arei as follows:

e r,m:j_

I Auto
! Year Lease Office
f 2007 $10,393 . 530,000
' ' » 2008 10,393 30,000 o E
‘ ; 2009 9,527 15,000 M ;
v, I
Financial Statements: ' !

i
|

The Company s Statement of Financial Condition as of!December
31 2006l filed pursuant to SEC Rule 17a-5 is avallable for
examlnatlon at Block-Kelly Company, 304 North Broad Street,
Monroe, Georgla, or at the Securities and Exchange. Comm1551on,
3475 Lenox Road, N.E., Suite 1000, Atlanta, Georgila |30326

|

i

i
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JAMES A. ROLAND; cpa, LiC

! l SUITE 200, 1201 PEACHTREE STREET NE -
- ) ATLANTA, GEORGIA 30361
404 8g2-0400 FAX 678 567-087g

5 January 10, 2007

Board of Diredtors
Block Kelly Company
‘Monrce! Georgia

f
+
+

INDEPENDENT AUDITOR'S REPORT

I
H V
. ! |
t .
' 1

' ]

. I have audited the accompanying statement of flnanc1al condltlom
of BlockiKelly Company as of December 31, 2006 that you are flllng E
.pursuant to rule 17a-=5% under the Securities Exchange Act of 1934. !
ThlS financial statement is the responsibility of the Company s man- !
agement @y responsibility is to express an opinion on this finan- i
cia} statement based on my audit. [ '

I conducted my audit in accordance with audltlng standards
generally accepted in the United States of America. _Those standards
requlre that I plan and perform the audit to obtain reasonable
assurance about whether the statement of financial condltlon is
free of materlal mlsstatement An audlt 1ncludes, examlnlng, on a 1
test ba51s, evidence supportlng the amounts and disclosures in the :
statement of financial condltlon An audit also includes assessing
thé accountlng prlnC1ples used and 51gn1f1cant~est1mates made by .
man%gement' as well as, evaluatlng the overall financial statement
presentatlon T believe that my audit provides a reasonable basis
for my opinion. S : .

In myjopinion, the-statement of financial condition referred i
to‘above presents fairly, in all material respects, the financial i
p051tlon of Block-Kelly Company at December 31, 2006, in conformity
with accountlng principles generally accepted in the Unlted States

oflAmerlca[ I

'

JAMES A. ROLAND, CPA, LLC
Certified Public Accountant i |
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' LIABILITIES AND STOCKHOLDER'S EQUITY ' !
' , |
! ! ‘ .
i ; !
; ! : l
' ‘ ‘Non-A.1I. | !
S L S Liabilities  Liabilities | Total |
LIABILITIES: t ' ] :
Payable to cusFomers- i |
Securltles accounts, including . ! | i
I
free credlt balances. of. $60,917 $60,917 . " !$60,91?
Accrue% expePs%s and other B R 'j |
liabilities 3 : 19,177 19,177
; ' | ' . : ’ ! i ¢
: 1 . : : H
TOTAL LIABILITIES .580,094 | ! 80,094
: i .
- \ : ! I
14 ' i i
' ' ‘ 1 - ' 1
: | i i R |
STOCKHOLDER ] EQUITY * ¢ 'r ;
Commo? stock i par value $10 a share e v I
. authorlzeq issued and outstand- L o, | ,
ing, 1,000, shares , . : s | 10,000
. i e L
. H ' ‘ ; - '
Additional p%id—in'capital | 276,000 .
i i ' ! : '
. H i | .
Retained earnings V32,489
. i o . -T———T——r—
. ; | . . ' i
TOTAL STéCKHOLDER'S EQUITY . | 318,489
M | ' : ‘ -
: b ' ! ’ !
4+ TOTAL I LTABILITIES & STOCKHCLDER'S EQUITY T _‘5398 ;583 1
; ) . : S | :
| | —
. !
| E ! ! |
3 : i !
y i |
| I
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. Net Capital Reguirements:

BLOCK-KELLY COMPANY

NOTES 70 STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2006

Organization and Nature of Business:
[]

i

The ?ompany is a securities broker-dealer registered with the
Securltles and Exchange Commission(SEC) and is a member of the
National Association of Securities Dealers (NASD). It is organ-
lzedzas a corporation under the laws of the State of Georgia.

.

Significant Accounting Policies:

|

a. Securltles Transactions. Customers' securities trans-

‘actlons and related commission income and expense are re-

corded on the trade date.

+

b. Income Taxes. The Company has elected to be taxed under

‘Subchapter S of the Internal Revenue Code. A corporation

maklng this election is generally not subject to taxation

‘upcnflts income, such ordinarily being the respons;blllty

of tpe.corporation's shareholder. Accordingly, no,provisicn
for income taxes has been made in these financial statements.

t

. Cash-Segregated Under Federal and Other Requlations:

Cash of $22,257 has been segregated in a special reserve bank
account for the benefit of customers under Rule 15c3-3 of the

: Securltles and Exchange Commission. [

f

. Congentration of Credit Risk:

At December 31, 2006, the Ccmpany had cash balances of $328,233
at onelflnanc1al institution which was in excess of the $100, OOO
limit 1nsured by the Federal Deposit Insurance Corporatlon

3

Pursuant to the net capital provisions of Rule 15c3-1 of the
Securltles Exchange Act of 1934, the Company is required to

: malntaln a minimum net capital, as defined under such provi-
' 51on5 Net capital and the related net capital ratlo may

fluctuate on a daily basis. At December 31, 2006, 'the Company
had net capital and net capital requirements of approximately
$314'959 and $250,000 respectively. The Company's-net capital
ratlo was .25 to 1. The net capital rules may effectively
restrlct the payment of cash dividends.




BLOCK-KELLY COMPANY

NOTES TO STATEMENT OF FINANCIAL CONDITIO&
(Continued) .

DECEMBER 33, 2006

f
6. Cqmmitﬁeﬁts and Related Party Transactions:
The Co&pany leases its office facilities from the sole stock-
holder.| Expenses include rents of $26,000. The Company also
leases aq automobile under the terms of an operating 'lease, which
expires December 5, 2009, with an annual lease payment of $10,393.
Expenses jinclude auto lease payments of $2,564. Minimum annual

future rentals are as follows:

23U, 313

: Auto

: Year Lease Office ,
2007 $10,393 $30,000 )

: 2008 10,383 30,000

: 2009 9,527 15,000

! 375,000
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Board of Dlrectors SECTION

Block- Kellinompany
Monroe, Georgla

In glanning and performing my audit of the financial statements
of Block-Kelly Company for the year ended December 31, 2006, I ,
con51dered 1ts internal control structure, including procedures for
safeguard%ng securities, in order to determine my auditing procedures
for .the purpose of expressing my opinion on the flnanc1al statements
and not to provide assurance on the internal controllstructure

Also,'as required by Rule 17a-5(g) (1) of the Securities and
Exchange Comm1551on {SEC), I have made a study of the practices and \
procedures followed by the Company, that I considered relevant to the
objectlves stated in rule 17a-5(g} in the following:

1. Making the periodic computations of aggregatée indebtedness
{(or aggregate debits) and net capital under rule 17a-
3{a) (11) and the reserve required by rule 15c3-3{e)

2. Making the guarterly securities examinations, ceounts,
verifications, and compariscons, and the recordation of
differences required by rule 17a-13 :

3. Complying with the requirements for prompt payment for :
securities under Section 8 of Federal Reserve Regulation T
of the Board of Governors of the Federal Reserve System

+

4. Obtaining and maintaining physical possession or control of
all fully paid and excess margin securities of customers as
requ1red by rule 15¢3-3

The management of the Company is responsible for establishing and
malntalnlngran internal control structure and the practlces and
procedures referred to in the preceding paragraph. 1In
fulfllllng this responsibility, estimates and judgments by management
are requlred to assess the expected benefits and related costs of
internal Eontrol structure policies and procedures, and of the
practlces[and procedures referred to in the precedlng paragraph, and
to assess[whether those practices and procedures can berexpected to
achieve tPe SEC’s above-mentioned objectives. Two of the objectives |
of an 1nternal control structure and the practices and procedures are-
to provrde management with reasonable but not absolute assurance that
assets for which the Company has respeonsibility are safeguarded '




Board of Directors '
Block-Kelly Company
Page 2

]

agalnst loss from unauthorized use or disposition, and that
transactlons are executed in accordance with management’s

authorlzatlon and recorded properly to permit preparation of flnanc1al
statements in accordance with generally accepted accountlng |

prlnC1ples " Rule 17a- 5{(g) lists additional objectives of the |

practices and procedures listed in the preceding paragraph.
! |

Because of inherent limitations in any internal contrel structure
or the practlces and procedures referred to above, errors or 1
1rregular%t1es may occur and not be detected. Also, projection of any
evaluatlon of them to future periods 1is subject to the risk that they
may become inadequate because of changes in conditions or that the \
effectlveness of their design and operation may deteriorate. My !
con31deratlon of the internal control structure would not necessarlly;
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| inh 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 amounts that would be L
material 1n'relat10n to the financial statements being audlted may '
occur and’not be detected within a timely period by employees in the
normal course of performing their assigned functions. However, I ,
noted no matters involving the internal contrel structure, including '
procedures for safeguarding securities that I consider to be material:

weaknesses as defined above.

I understand that practices and procedures that accomplish the :
objectlves referred to in the second paragraph of this lreport i
are con51pered by the SEC to be adequate for its purposes in '
accordanqe with the Securities Exchange Act of 1934 and related
regulations, and that practices and procedures that do not accompllshi
such ob]ectlves in all material respects indicate a material :
1nadequaqylfor such purposes. Based on this understanding and my
study, I believe that the Company’s practices and procedures were
adequate at December 31, 2006, to meet the Commission's objectives.

. { i

This report is intended solely for the information and use of the
Board of |[Directors, management, the SEC, and other regqulatory 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 for any other purpose.

. %Wg /fM crd, Lic

JAMES A, ROLAND, CPA, LLC
Certified Public Accountant




