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OATH OR AFFIRMATION

I, Cindy F. ]Baker affirm that, to the best of my knowledge and bellef the accompanying
fnanmal statement and supporting schedules pertaining to the fi irm of Nancy Barron &
Associates, Inc (the “Company”) as of December 31, 2006 are true and correct. | further affirm
that neither the Company nor any partner, proprietor, principal ofF icer or director has any
proprietary interest in any account classified solely as that of a customer.

/) F ' 2/a4/o7

Signatur ‘ Date

Financial and Operations Principal
Title

Subscribediand sworn to before me

this day of February, 2007,
%uﬂw o,
Notary Public v




This report contains {check all applicable boxes)*

(x) (a) Facing page.

(x) (b) Statement of Financial Cond|t|on

(x) c) Statement of Income (Loss)

(x} (d) Statement of Changes in Financial Condition

(x) (e} Statement of Changes in Stockholder's Equity or Partners’ or Sole Proprietor's Capital

() {f Statement of Changes in Liabilities Subordinated to Claims of General Creditors (not
appllcable)

(x) (g) . Computation of Net Capital

(x) {(h) .. Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

() {i) Information:Relating to the Possession or control Reqwrements Uinder Rule 15¢3-3

{) )] A Recaonciliation, including appropriate explanations, of the computatlon of Net Capital

Under Rule 15¢3-3 and the Computation for Determination of the Reserve Requirements
. Under Exhibit A.of Rule 15c3-3 (not applicable).

{) (k} A Reconciliation between the audited and unaudited Statements of Financial Condition
with respect to methods of consolidation (not applicable). '

{x) )] An Oath or Affirmation.

{) (m) A copy of the SIPC Supplemental Report (not applicable).

{) (n) A report describing any material inadequacies found to exist or to have existed since the
date of the previous audit (not applicable).
{(x) {0) Report of independent auditors on internal control structure reqwred by Rule 17a-6.

For conditions of confidential treatment of certain portions of this filing, see section 240.17a-
5(e)(3).
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INDEPENDENT AUDITORS' REPORT Marc T. Ray, CPA-ABV

To the Stockholder
of Nancy Barron & Associates, Inc.

We have audited the accompanying balance sheet of Nancy Barron & Associates, Inc. as of December 31,
2006, and the related statements of income, changes in stockholder's equity, and cash flows for the year 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 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.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Nancy Barron & Associates, Inc. as of December 31, 2006, and the results 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 made for the purposes of forming an opinion on the basic financial statements taken as a
whole. The information contained in Schedules |, 1), Il and IV is presented for the 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 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.

Bay, Soley, Hoonstoy & Company

Ray, Foley, Hensley & Company, PLLC
February 22, 2007

230 Lexington Green Circle, Suite 600 » Lexington, Kentucky 40503-3326
Phone: 859-231-1800 » Fax: 859-422-1800 » Toll-Free: 1-800-342-7299
www.rthco.com

Members American Institute of Certified Public Accountants and Kentucky Society of Certified Public Accountants



NANCY BARRON & ASSOCIATES, INC.

BALANCE SHEET
December 31, 2006
ASSETS
Cash $ 162,578
Accounts receivable 74835
Advances to employees 14,000
Prepaid expenses 7,161
Investments 148,505
Property and equipment (net of accumulated
depreciation of $122,729) 16,665
Total assets $ 423,734
i
LIABILITIES AND STOCKHOLDER'S EQUITY
Liabilities
Accounts payable $ 16,004
Employee withholdings 15,208
Accrued state and local income taxes 2,548
Accrued wages 75,000
Accrued expenses 3,750
Total Liabilities 112,600
Stockholder's equity
Common stock, no par value; 1,000 shares
authorized, 345 shares issued and outstanding 186,561
Additional paid-in capital 9,042
Retained eamings 115,531
Total stockholder's equity 311,134
$ 423,734

Total liabilities and stockholder's equity

The accompanying notes are an integral part of the financial statements




NANCY BARRON & ASSOCIATES, INC.
STATEMENT OF INCOME
for the year ended December 31, 2006

Income
Commission income $ 974,236
Dividends and interest income 41,620
Unrealized gain on investments 12,555
Total income 1,028,411
Expenses
Employee compensation and benefits 649,032
Clearing fees 150,300
Communication and promotion 29,304
Occupancy costs 48,000
Other operating expenses 89,059
Depreciation 7,912
Total expenses 973,607
Net income before income taxes 54,804
Provision for income taxes 1,633
Net income $ 53,171

The accompanying notes are an integral part of the financial statements
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NANCY BARRON & ASSOCIATES, INC.
STATEMENT OF CHANGES IN STOCKHOLDER'S EQUITY
for the year ended December 31, 2006

Additional
Common Stock Paid-In Capital Retained Eamings Total
l Balances at beginning of year $ 186,561 $ 9,042 $ 130,332 $ 325,935
Net income 53,171 53,171
I Stockholder distributions (67,972) (67 972)
Balances at end of year ‘$ -« 186,561 $ 9.042 $- - 115531 - % 311,134

The accompanying notes are an integral part of the financial statements
4




NANCY BARRON & ASSOCIATES, INC.
STATEMENT OF CASH FLOWS
for the year ended December 31, 2006

Cash flows from operating activities
Net income
Adjustments to reconcile net income to net cash
provided by {(used in) operating activities:

Depreciation $ 7.912
Unrealized gain on investments (12,555)
(Increase) decrease in
Accounts receivable (5,693)
Prepaid expenses 208
Increase (decrease) in
Accounts payable 5,078
Payable to brokers or dealers (470)
Employee withholdings (220)
Accrued wages (3,500)
Accrued expenses (3,166)

Net cash provided by cperating activities

Cash flows from investing activities
Capital expenditures

Net cash (used) in investing activities

Cash flows from financing activities
Stockholder distributions 67,972)

Advances to employees (3,850)
Net cash {used) in financing activities
Net (decrease) in cash
Cash, beginning of year
Cash, end of year

Supplemental disclosures of cash flow information
Cash paid during the year ended for:
Interest

Income taxes

$ 53,171

(12,406)
40,765

1,822
(31,057)
193,635

—_ T

3 162,578

$ .
3 5,700

The accompanying notes are an integral part of the financial statements
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.NANCY BARRON & ASSOCIATES, INC.
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2006

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

This summary of significant accounting policies of Nancy Barron & Associates, Inc. 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 objectlwty These accounting policies
conform to generally accepted accounting principles and have been consnstentty applied in the preparation of
the financial statements.

Nature of Organization:

Nancy Barron & Associates, Inc. is a registered broker-dealer with certain restrictions as outlined in an
agreement with the National Association of Securities Dealers. The Company was incorporated on March 26,
1992, and is registered with the Securities and Exchange Commission.

In general, the Company has agreed to not hold funds or securities for customers, or to owe money or
securities to customers and does not carry accounts of, or for, customers, except with respect to purchase,
sale and redemption of redeemable shares of registered mvestmentcompames or of interests or participation
in insurance company separate accounts. Additionally, the Cornpany introduces and forwards all transactions
and accounts of customers to another broker or dealer who carries such accounts on a fully disclosed basis.

Method of Accounting:

The accompanying financial statements have been prepared on the accrual basis of accounting using
generally accepted accounting principles. The significant accounting policies, as described below, are
presented to clarify the Company's financial statements.

Use of Estimates:

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estlmates and assumptions that affect the reported amounts of assets and liabilities
and disclosures of contingent assets and liabilities at the date of the financial statements and the reported
amount of revenues and expenses during the reporting period. Actual results could differ from those
estimates.

Cash Equivalents:

For purposes of reporting cash flows, the Company considers all short-term marketable securities with
maturity dates of more than three months to be investments rather than cash equivalents.




NANCY BARRON & ASSOCIATES, INC.
NOTES TO FINANCIAL STATEMENTS
For The Year Ended December 31, 2006

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)

Marketabte Securities:

All marketable securities held by the Company are available for sale. These marketable securities are valued
at market value. The resulting difference between cost and market from one year o the nextis included in the
statement of income as unrealized gain (loss) on investments.

Fixed Assets and Depreciation:

Fixed assets are recorded at historical cost. Depreciation and amortization is calculated using the straight-line
method for financial reporting purposes at rates based on the following estimated useful lives:

~ Asset Class Years
Furniture and fixtures 10
Office equipment 5
Leasehold improvements 10

Revenue:

The Company's primary source of revenue is through commissions generated by effecting trades for its
customers, most of whom arerpnnmpally located in the Central and Eastern Kentucky areas. Customers'
securities transactions are recorded on a settiement date basis. Securities transactions of the Company are
recorded on a trade date basis.

Income Tax:

The Company, with the consent of its sole stockholder, has elected under the provisions of the Internal
Revenue Code to be a Subchapter S Corporation. As a result of this electlon the stockholders of an S
Corporation are taxed on their proportlonate share of the Corporation's taxable income and, accordingly, no
provision for federal income tax has been made. In 2005, Kentucky passed Ieglslatlon taxing S-Corporatlons
and other pass-through entities at the entity level, acoordmgly the Company has made a provision for state
and local income taxes based’ upon its taxable net income.




NANCY BARRON & ASSOCIATES, INC.
NOTES TO FINANCIAL STATEMENTS
IFor The Year Ended December 31, 2006

NOTE 2 - ACCOUNTS RECEIVABLE

Accounts receivable represent amounts due from the Company's clearing broker principally for commissions
earned for the month of December 2006, less a mid-month advance against the amount due. The Company
does not require collateral under its present arrangement with the clearing broker.

NOTE 3 - INVESTMENTS

Marketable securities owned at December 31, 2006, consist of investment securities at quoted market values,
and are as follows:

Corporate Stocks $ 148,505
$ 148,505

These investments are being carried at fair market value. The cost basis of these investments as of
December 31, 2006 is $86,477. The unrealized gain at December 31, 2006 is '$62,028.

NOTE 4 - PROPERTY AND EQUIPMENT

As of December 31, 2006, the fixed asset accounts reflected the following balances:

Furniture and fixtures $ 61,686
Office equipment 44 243
Leasehoid improvements 33,465
\ 139,394
Less: Accumulated depreciation (122:729)
$ 16,665
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NANCY BARRON & ASSOCIATES, INC.
NOTES TO FINANCIAL STATEMENTS
For The Year Ended December 31, 2006

NOTE 5 - LEASE COMMITMENTS AND RELATED PARTY TRANSACTIONS

In December 1996, the Company began conducting its business operattons at 150 Grand Boulevard,
Lexington, Kentucky. This office space is located in a building owned by a corporation that is owned in
its entirety by the Company s sole shareholder. Presently, there isnota fonnal lease for the use of the
premises between the two entities. The Company has agreed to pay $4 ,000 per month for the use of
the property beginning in January 2006. At December 31, 2006, the Company has prepaid rents to this
related entity in the amount of $6,000.

NOTE 6 - RETIREMENT PLAN

The Company began a Simple IRA Retirement Plan in 1997 covering substantially all employees.
Under the plan, participating employees make an election to defer a portlon of their compensation and
the Company makes a contribution equal to the lesser of the deferral or three percent of the total
compensation of the participant. Plan expenses incurred by the Company during 2006 were $16,304.
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NANCY BARRON & ASSOCIATES, INC.
SCHEDULE |
COMPUTATION OF NET CAPITAL UNDER 15¢3-1 OF THE SECURITIES
AND EXCHANGE COMMISSION
December 31, 2006

NET CAPITAL
Stockholder’s equity

Deductions and/or charges
Non-allowable fixed assets
Non-allowable brokers’ commissions
Prepaid expenses
Advances to employees
Petty cash

Net capital before percentage reductions

Pursuant to rule 15¢3-1 (F)
Reduction of securities held as investments

Net capital

AGGREGATE INDEBTEDNESS
Accounts payable
Accrued state and local income tax
Employee withholdings
Accrued wages
Accrued expenses \

Aggregate indebtedness

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Minimum net capital required
$112,600 divided by 15 or $50,000 minimum
|

Excess net capital

Ratio of aggregate indebtedness to net capital

RECONCILIATION WITH COMPANY CALCULATIONS

Net capita! as reported in FOCUS report

Effect of audit adjustments on accounts included

in net capital calculation

Net capital as calculated above

$ 16,729
30,233
7,150
14,000
100

$ 16,094
2,548
15,208
75,000
3,750

$ 311,134

(68,212)
242 922

(37,375)
$ 205547

$ 204,634
913




NANCY BARRON & ASSOCIATES, INC.
SCHEDULE Il
COMPUTATION OF RESERVE REQUIREMENT IN ACCORDANCE WITH RULE 15¢3-3
OF THE SECURITIES AND EXCHANGE COMMISSION
December 31, 2006

accounts receivable at any point throughout the year ended December 31, 2006.. ' Therefore, a computation of

Nancy Barron & Associates, Inc. had no notes payable collateralized by securities, or secured customer
reserve requirement in accordapce with SEC Rule 15¢3-3 is not appllcable
|
|
|
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Certified Public Accountants and Consultants

Dennis H. England, CPA
Michae! D. Foley, CPA
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Jerry W Hensley, CPA

J. Carroll Luby, CPA
Marc T. Ray, CPA-ABV

NANCY BARRON & ASSOCIATES, INC.
SCHEDULE Il
INFORMATION RELATED TO POSSESSION OR CONTROL REQUIREMENTS UNDER
RULE 15¢3-3,0F THE SECURITIES AND EXCHANGE COMMISSION
December 31, 2006

We have examined the fi nancual statements of Nancy Barron & Associates, Inc. as of December 31, 2006,
and have submitted our report thereon dated February 22, 2007. As a part of this examination, we conducted

a study and evaluation of the corporation’s accounting system and system of internal control as required by

Rule 17a-5 of the Securities and Exchange Act and by generally accepted auditing standards. The reporton
internal control is included on page 14 of our annual audlt

I
Our examlnatlon and study also included a review and evaluation of the procedures for compliance with the
possession and control requirements of SEC Rule 15¢3-3. In addition, Nancy Barron & Associates, Inc. has
formal procedures insuring proper compliance and reporting of security transactions pursuant to SEC Rule
15¢3-3, for all transactions in the corporation's possession or under corporate control.

.@ay, %, %&ﬂdé}y g‘ Ema/ny
Ray, Foley, Hensley & Company, PLLC
February 22, 2007

230 Lexington Green Circle, Suite 600 * Lexington, Kentucky 40503-3326
Phone: 859-231-1800 » Fax: 859-422-1800 « Toll-Free: 1-800-342-7299
www.rfhco.com

Members American Institute of Certified Public Accountants and Kentucky Society of Certified Public Accountants

I iYL - o




NANCY BARRON & ASSOCIATES, INC.
SCHEDULE IV
STATEMENT OF CHANGES IN SUBORDINATED LIABILITIES
UNDER RULE 17a-5 OF THE SECURITIES AND EXCHANGE COMMISSION
December 31, 2006

Nancy Barron & Associates, Inc. had no subordinated liabilities at any point throughout the year ended
December 31, 2006. Consequently, there are no changes in the batances of such liabilities.
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.NANCY BARRON & ASSOCIATES, INC. Marc T. Ray, CPA-ABV

INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING IN ACCORDANCE WITH
: GENERALLY ACCEPTED AUDITING STANDARD§

|

To the Stockholder
of Nancy Barron & Associates, Inc.

In planning and performing our audit of the financial statements of Nancy Barron & Associates, Inc.
as of and for.the year ended December 31, 2006, in accordance with audttlng standards generally
accepted in the United States of America, we considered Nancy Barron & Associates, Inc. internal
control over fi nancial reporting (internal control) as a basis for designing our auditing procedures for
the purpose of expressing our opinion on the financial statements, but not for the purpose of

expressing an opinion on the effectiveness of the Company's internal control. Accordlngly, we do

not express an opinion on the effectiveness of the company’s internal control.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functlons to prevent or detect
misstatements on a timely ba5|s A significant deficiency is a control def iciency, or combination of
control deficiencies, that adversely affects the entity's ability to initiate, authonze record, process, or
report financial data'reliably in accordance with generally accepted accountlng principles such that
there is more than a remote Ilkeilhood that a misstatement of the entity's financial statements that is
more than inconsequential wuil not be prevented or detected by the entltys internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements will
not be prevented or detected by the entity's internal control.

Our consideration of internal control was for the limited purpose described in the first paragraph and
would not necessarily identify all deficiencies in internal control that might be significant deficiencies
or material weaknesses. We did not identify any deficiencies in internal control that we consider to
be material weaknesses, as defined above.

This communication is intended solely for the information and use of management, others within the
organization and is not intended to be and should not be used by anyone other than these specified
parties.

By, Solsy, Hoonsing 57 Company

Ray, Foley, Hensley & Company, PLLC

February 22, 2097 , . . .
30 Lexington Green Circle, Suite 600 « Lexington, Kentucky 40503-3326
Phone: 859-231-1800 + Fax: 859-422-1800 * Toli-Free: 1-800-342-7299

www.rfhco.com ‘ I
Members American Institute of Certified Public Accountants and Kentucky Society of Certified Public Accountants &) i
@
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