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OATH OR AFFIRMATION
I Gordon Kolsch

my knowlcdge and belicf the accompanying financial statement and supporting schedules pertaining to the firm of
The Tax Advisory, Inc. as

of December 31 ,20__ ()6 , 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

, swear (or affirm) that, to the best of

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

G. REIBOLDT ava
: [
COMM. #1638475 m Signature
F; President
Title

@&arkﬁublic

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

E] (a) Facing Page.

& (b) Statement of Financial Condition.

{c) Statement of Income (Loss).

(d) Statement of Changes in Financial Conditton.

{e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

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

(g} Computation of Net Capital.

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

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(i) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

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

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report,

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

O OO0DOEEa8aHEE

O
(W]

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




STATE OF _California

COUNTY OF _Contra Costa

On _February 22, 2007 before me,_G. Reiboldt, Notary Public
(Name of Notary Public)

personally appeared_Gordon Kolsch

personally known to me {(or proved to me on the basis of satisfactory evidence) to be the person(s) whose
name(s) is/are subscribed to the within instrument and acknowledged to me that he/she/they executed the
same in his/her/their authorized capacity(ies), and that by his/her/their signature(s) on the instrument the
person(s), or the entity upon behalf of which the person(s) acted, executed the instrument.

WITNESS my hand and official seal.

N

(Signatufe of Notary Public)

G. REIBOLOT
COMM. #1838475

(This area for notarial seal)

Attached to: Oath or Affirmation pertaining to the firm of The Tax Advisory, Inc.

{notary)(07-02)




OMB APPROVAL
O N
SECURITIES AND EXCHANGE COMMISSION Estimated average burden
Washington, D.C. 20549 hours perresponse. ... .. 12.00
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EXECUTION:

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

submitted.

Dated the 15 day of February 20 06

Manual signatures of:
1)

Principal Executive Officer or Managing Partner
2)

Principal Financial Officer or Partner
3)

Principal Operations Officer or Pariner

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

I— J Persons who raspond to the collection of information contained in this
form are not required to respond unless the form displays a currently valid
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TO BE COMPLETED WITH THE ANNUAL AUDIT REPORT ONLY:

INDEPENDENT PUELIC ACCOUNTANT whose opinion is contained in this Report

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

Edic, William Charles

70
ADDRESS
1012 White Gate Road [ 71 Alamo, [77] CA 731 94507 74 ]
Number and Street City State Zip Code

CHECK ONE

K] Certified Public Accountant FOR SEC USE

[ ] Public Accountant

[[] Accountant not resident in United States

or any of its possessions

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

WORK LOCATION REPORT DATE DOG. SEQ. NO. CARD
MM/DD/YY
S0 51 52 53 |
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WILLIAM C. EDIC

Certified Public Accountant
1012 White Gate Road
Alamo, California 94507

Phone/Fax (925} 820-3324

Mr. Gordon Kolsch
THE TAX ADVISORY, INC.
Alamo, CA 94507

I have audited the financial and operational combined uniform single report, part [IA of Form
X-17A-5 of the Tax Advisory, Inc. for the year ended December 31, 2006. These financial
statements are the responsibility of the company's management. My responsibility is to express
an opinion on these financial statements based on my audit.

I conducted my audit in accordance with generally accepted auditing standards. Those
standards require that I 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 principals used and significant estimates made by
management, as well as evaluating the overall financial presentation. [ believe that my audit
provides a reasonable basis for my opinion.

In my opinion, the report referred to above presents fairly, in all material respects, the financial
position of The Tax Advisory, Inc. as of December 31, 2006, and the results of its operations
and statement of cash flow for the year then ended, in conformity with generally accepted
accounting principles.

In my audit of the financial and operational combined uniform single report, part IIA of
Form X-17A-5 of the Tax Advisory, Inc. for the year ended December 31, 2006 I performed the
expanded review of intemal control procedures as required by SEC Rule 17a-5. These included
a review of the accounting system, the internal accounting control and procedures for
safeguarding securities including appropriate tests of the period since the prior examination
date.

I did not verify, by physical inspection and examination, all client funds and securities
on hand. As of such date, and in accordance with their normal custom and practice, The Tax
Advisory, Inc. did not have any client funds or securities on its premises. Rather, physical
custody of all client funds and securities were held by several financial institutions (banks,
brokerage firms, mutual funds, etc.) and in the name of the client. Accordingly, I performed the
following procedures as of December 31, 2006:




Mr. Gordon Kolsch
Page 2
February 15, 2007

[ obtained independent third-party confirmations of all funds on deposit with banks,
funds invested in mutual funds, and securities held by brokerage firms. I reconciled the
confirmation replies to the underlying books and records and bank statements and month end
statements of account from the mutual funds and brokerage firms and to the detail investment
records of The Tax Advisory, Inc. All funds and investments owned for their account are held
under “The Tax Advisory, Inc.” name in banks or publicly traded mutual funds. The Tax
Advisory, Inc. only received funds for provided investment advice. No receipts occurred from
the sale of securities or mutual fund shares except for it’s own account.

I obtained independent written confirmations of the balance of investments as of
December 31, 2006 for each of the Company’s investments noting none belonging to clients. I
obtained a judgmental sample of transactional invoices and compared the information contained
thereon with brokerage statements. No material exceptions or discrepancies were noted. I noted
that all cash deposits were due to investment services provided.

Based on the results of my physical inspection and confirmation examination, it is my
opinion that the statement of financial condition, results of operations, cash flow, and
Computation of Net Capital of The Tax Advisory, Inc. did not contain any inadequacies at the
date of examination in accordance with the Computation of Net Capital under Section
240.15¢3-1, the Computation of Determination of Reserve Requirements for Brokers or Dealers
under Exhibit A of Sec. 240.15¢3-3, and information Relating to the Possession or Control
Requirements under Sec. 240.15¢3-3.

I also reviewed the practices and procedures followed by The Tax Advisory, Inc.
regarding:

i. Making the periodic computation of aggregate indebtedness and net capital
under Sec. 240.17a-3(a){11) and the reserve required by Sec. 240.15¢3-3(e);

il. Making quarterly securities examinations (Mutual Fund holdings) and any
recordation of differences required by Sec. 240.17a-13;

iii. Complying with the requirement for prompt payment for securities (mutual
fund acquisitions) of section 4(c) of Regulation T (Sec. 220.4 (c) of chapter 11 of
title 12) of the Board of Governors of the Federal Reserve System;

iv. Maintaining physical possession or control of fully paid securities as required
by Sec. 240.15¢3-3. The Tax Advisory, Inc. does not have possession of
client securities or investments in publicly traded mutual funds.




Mr. Gordon Kolsch
Page 3
February 15, 2007

In connection with my audit and my review of procedures for safeguarding securities,
nothing came to my attention that caused me to believe that the company was not in compliance
with terms and conditions of any sections of the Securities Exchange Act of 1934. No material
inadequacies were found to exist.

ot 4.4

February 15, 2007
Alamo, California



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART [IA

BROKER OR DEALER
} . )

The Tax Advisory, Inc.

N3

L1

[ |

1. Cash oo,

STATEMENT OF ANANCIAL CONDITION FOR NONCARRYING, NONGLEARING AND

2. Receivables from brokers or dealers:

A. Clearance account

B. Other ...occovicvrcecrinccnrernne
3. Receivable from non-customers ...........c.c.ccceoeveeceen.

4, Securities and spot commodities

owned al market value:

. Exempted securities

A

B. Debt securities ....
G. Options ...
D. Other securities ...
E. Spot commodities

5. Securities and/or other investments

not readily marketable:
A, Atcosty $

B. Atestimated fair value ...

6. Securities borowed under subordination
agreements and partners' individual and capital
securities accounts, al market value:

A, Exempted
securities $

150

B. Other
securities $

7. Secured demand notes

Market value of collateral;

A, Exempted
securities $

B. Other
securities $

8. Memberships in exchanges:

A Owned, at
market §

B. Owned, at cost.....

C. Contributed for use of the company, at

MAKBL VAIUE .....oeoeeee et e

9. Investment in and receivables from affiliates,

subsidiaries and associated partnerships
Property, furniture, equipment, leasehold

10.

improvements and rights under lease agreements,
at cost-net of accumulated depreciation and

amortization ...........
11. Qther assets

12.

TOTAL ASSETS ...t cesisstsaisi

CERTAIN OTHER BROKERS OR DEALERS
as of (MM/DD/YY)

12/31/06

SEC FILE NO.

Allowable Non-Allowable

192

200 | $

idate
Unconsolidate

85
o8
BLELR

X

Total

192 750 l

255

550

810

600

|

830

23,683

810

23,8%31 850

d

630

[s80 ]

d

470 0

(890 ]

g

f
g ¢

910

%0 34,736

34,736

820

S E

1887

g30

54 075 540 |§

740 | §

36623

QL AU

1,887
940

"OMIT PENNIES
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART IIA
BROKER OR DEALER f 12/31/06
. : a5 o
- - The Tax Advisory, Inc.
STATEMENT OF AINANCIAL CONDITION FOR NONCARRYING, NONCLEARING AND
CERTAIN OTHER BROKERS OR DEALERS
LIABILITIES AND OWNERSHIP EQUITY
Al Non-A.L
Liabllities Liabilitles Liabilities Total
13. Bank 10anS PAYable .........coooocecereeveerr e rrenenens $ 1045| § 1255[%; & 1470
14, Payable to brokers or dealers:
A, Clearance acCount ......o.coceevveveecereeeserenseicnems 1114 1315 1560
B. Other .. . Yo 1115 1305 1540
15. Payable to non-customers 1155 1355 1610
16. Securities sold not yet purchased
at marke! vaiue... 1360 1620
17. Accounts payable accrued Ilabllmes
EXDENSES AN ONE w...oovrs v s 12,525 1205 (1383 12,525 [iess)
18. Notes and mongages payable
A, Unsecured ., OO U O TOTTO 1210 1680
B. Secured.. - 1211] %, [ 1330} =, 1700
19. E. Liabilities subordmated o clalms
of general creditors:
A, Cash BOMOWINGS: ..ouvervevereessivcssesressssssesissssses 60.000 1400 60,000 [1710]
1. from outsidersy $ 970} 7
2. includes equity subordination (15¢3-1(d
of ... $ &
B. Securities borrowings, at market value ............ {1410 1720
from outsiders $ 990 ]
€. Pursuant to secured demand note
collateral agreements ...............cooevieiivemsicrnes 1420 1730
1. from outsiders $ 1000
2. Includes equity subordination (15¢3-1 jdu
of . $ 1010
0. Exchange memberships contributed for
use of company, at market value ...............co....... 1430 [1740
E. Accounts and ather borrowings not .
qualified for net capital purposes ............c........ 1220 1440 1750
20. TOTAL LIABILITIES oo $ 12595 1230] § 60,000 1450 $ 72,525 [3760
Ownarship Equrty
21. Sole Proprietorship ........cc..cevvenes ',5$ 1770
22. Partnership (limited partners) SOOI Y - 10200) 1780
23. Corporation;
A, Preferred stock .. 1781
B. Common stock ...... 100 [17
C. Additional paid-in capnal su7g (1703
D. RElaiNed BAMINGS v.ouuvvnsirrireccscsseisesecnss st st s s ssssssatssams s smeessnens s e cecne it s sy | 1794
(0 0 . . Siagma’ | 1795
F. Less capital StOCK in (8aSUMY ...o.oooocooeoocoessvas e LTl TP 788
24, TOTAL OWNERSHIP EQUITY .........cooovmeircnes - § 18,173 [1800
25. TOTAL LIABILITIES AND OWNERSHIP EQUITY .........oer e rmmeseeesrmase cenesseasaas srsecersesesesesntassssssesssasrassensssssassssessevsseserasoenss $ 90 698 1810
OMIT PENNIES
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART lIA

BROKER OR DEALER . s of 12/31/06
. . The Tax Advisory, Inc.
COMPUTATION OF NET CAPITAL
1. Total ownership equily from Statement of Financial CONGItIoN ...........c...vuivmiesrsrrrnrmsermerrensmmee e reses s s s sssssssssssrssassssssesss | 9 18,173 {3480
2. Deduct ownership equity not allowable for Net Capital e Ta 3] 3490
3. Total ownership equity qUalified 108 NEt CAPIAL ..........coimiviisemrice ettt st s s st b b1 st s sans e serasees 18.173 [3500
4. Add:
A. Liabilities subordinated to ¢laims of general creditors alfowabie in computation of net capltal 60>000 3520
B. Other {deductions) or aflowable credits (Lnst) 3525
5. Total capital and allowable subordinated liabilities .. . % 78 173 [3530
6. Deductions and/or charges:
A. Total non-allowable assets from .
Statement of Financial CONAItIon (NO1ES B AND C) ...oe.ocooveereccreesresssreesnerss s mereneene 1 § 36,623 3540
B. Secured demand note delinquency ... - . 3590
C. Commodity futures contracts and spot comm
proprigtary CapHal CHAMGES ..............ccocorirriveriesrasrmissrasss e seereassvessss s ssssseraremasssesseee e sesasessmnen 3600
D. Other deductions and/or charges .. 3610] | 36.623)[3620
7. Other additions and/or 2OWADIE CTEGIS (LIST) ....ec.erirriseirrcrerenseeesermaensss sasmssesessesesseeeeseet s astsebas bt sttt 4 b art st et st s e e et v 3630
8. Netcapital before haircuts On SECUMNIES POSHIONS .....ooro..covevoeer e cseeerecernsensssscssesssanesssssssen oo reee et s %8 41.550 3640
9. Haircuts on securities (computed, where applicable, pursuant to 15c3-1(1)):
A, Contractual SECUTIES COMMIMIBNNS ... ..oovreveevrerssisins sorirssesesseisssrsssrassessassrinsssrsssmssossarsssrns $ 3660
B. Subordinated SECUMGES DOMOWINGS ...ovovereeie e e eseeneersere s enaseeseseeas s snan s arasssesssensssnsasansons 3670
C. Trading and investment securities:
1, EXBINPLEG SEOUMHES ovvovvvrrrareesirerssnesrersencsmeseseeesomssmmrsssssss ssssarastrsstsrsssseraress s rssessspesessnsen " 3735
2. DD SBOUMLES ..ot ettt ens st emse s sens s enas pens s s s em s eemseneans 3733
3. OpHONS e 3730
4. Other securities... o NnEA 3734
D. Undue Concentration . I, UL 3650
E. Other (List) %) ( 8,052 \[3740
OMIT PENNIES
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART lIA

12/31/06
BROKER OR DEALER . s of
- : The Tax Advisory, Inc.
COMPUTATION OF NET CAPITAL REQUIREMENT
Part A
835

11. Minimum net capita! required (6%,% of line 19) ... e, 9 [3756)
12. Minimum dollar net capital requ:rement of reportlng broker or dealer and mlmmum net capltal reqmremem

of subsidiaries computed in 2CCOTGANCE WIN NOE {A) voesrevceieeserssissorecoeevieeeeeeessesscseeeeeenesesssessomssresseessesseseossessomssesmmreserreenee 5,000 [37se
13. Net capital requirement {greater of line 11 0r 12) ..... 3 3,UUU | 3760
14. Excess net capital {line 101855 13} ..ccveecrmccirece e $ IR LA9% 3770
15. Excess net capital at 1000% (line 101655 10% 08 liNQ 1) c.vrirvcniccmer e ers s sssrssres s srsss s s s sss s ssrens = $ 17 ,.m, 3780

COMPUTATION OF AGGREGATE INDEBTEDNESS

16. Total A.l. liabilities from Statement of FIRANCIA COMMIIION ................overce s eeerer e s e seeseresstsse s s ses e ses st senenssmsssneernne B 12 525 {3790
17. Add: i

A. Dratts for immediate credit .. eeereeetesemsesassmaes s eens o 1 9 3800

B. Market value of securities borruwed Ior whlch no equwalent value

is paid or credited... etteraimaesastbetere st is et tms st et R st eepa Rt s eemans e e sbansm st serannnanss B 3810

C. Other unrecorded amounts (L|le $ 3820) § 3830
18. Total aggregate indebtedness ... $ 12,525 13840
19. Percentage of aggregate |ndebtedness to netcapttal (llne 18 + by Ime 10) % v, | 3850
20. Percentage of debt to debt-equity total computed in accordance with Rule 15c3-1 {dj ... %, By, [ 3860

COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT

Part 8
21. 2% of combined aggregate debit items as shown in Formulfa for Reserve Requirements pursuant to Rule 15¢3-3

prepared as of the date of the net capital computation inciuding both brokers or dealers and consolidated subsidiaries’ debits........... $ 3970
22. Minimum dollar net capital requirement of reporting broker or dealer and minimum net capital requirement of

subsidiaries computed in accordance with Note (A) e s 3880
23. Net capital requirement {greater of line 21 or 22) ..... $ 3760
24, EXCESS CAPILAl (I8 10 TESS 23] .u.crrreraiusrrssesersrrisarassranssrasssasessnsssssssesnsssasas srsss sasassaass sossas sas e sabss bass Ses£ens e bar s nePasEsnbas e b e Pt absnrass $ 3910
25. Net capital in excess of the greater of:

A. 5% of combined aggregate debit ifems oF $120,000 ..........curirrree oot e e een s e sr s st seem e enee 3920
NOTES:

(A} The minimurn 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 consulidated, the greater of:
1. Minimum doltar net capital requirement , or
2. 6%% ol aggregate indebtedness or 4% of aggregate debits if alternative method is used.

(B) Do not deduct the value of securities borrowed under subordination agreements or secured demand note covered by subordination agreements not in satisfactory form
and the market values of memberships in exchanges contributed for use of company (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 material non-allowable assets.

SEC 1696 (02-03) 9 of 16




THE TAX ADVISORY, INC.
Reconciliation of Audited and Focus Report
Computation of Net Capital

December 31, 2006

Net capital per Audited Report $ 33,498
Net capital per 12/31/06 Focus Report 41,528
Difference* $ (8,030)

*Difference due to additional accrued Retirement Exp. $§ 8,250

*Difference in accrued federal income taxes (__220)
$(8.,030)

William C. Edic, Certified Public Accountant



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART 1IA

BROKER OR DEALER
. . The Tax Advisory, Inc.
For the period (MMDDYY) froms 1/ 1/06 [3533t0 1.2/31/06  [3933
Number of months included in this statement 12 3931
STATEMENT OF INCOME (LOSS)
REVENUE
1. Commissions:
a. Commissions on transactions in exchange listed equity securities executed on @n eXChange ............ocevevveeeeeee e 9 3935
b. Commissions on listed option transactions %5 3938
¢. Al other securities commissions ............... 3939
g, Tolal SECUMLES COMIMSSIONS ........oovieriieieiserccteiarrmssssrssrssresrsesransssssssssasssersserassssssessssses seres coss s ameessesse ev s svns sinssbasbas ensasatsbmssss siss 3940
2. Gains or losses on firm securities trading accounts
a. From market making in options on a national securities eXChange ...........co.ee.eoveevevercemseceeceene e 3945
b. From all other trading ... (3,013) T3040
¢. Total gain {loss) ... (3,613) [a9s0
3. Gains or losses on l|rm securmes mvestmenl accounts 15,830 3952
4. Profit {loss) from underwriting and selling groups ........ e s aras e % 3955
5. Revenue from sale of investment company shares .. et reer et ettt re e 1,453 3970
6. COMMOUILIES TBVEMUE ..........eoerreeerecrmsrrsenseneent bbrasrgs sgsassusessecenemssemsesseseaseas seneraseas smse sescasmas sevesessasessncsmees 3990
7. Fees for account supervision, investment advisory and administrative semces .................................................................................. 27 500, 3975
B, OINBITBVEIIUE .. ..c..cveeeeceeeeenaeeanrceceerasseressatarasareserararens sevsssnrosarens “ - ')“1547 3995
O, TOUB FBVENUIE ....ocmeeecese e e asms et e et b bbb et b e s e 4 8 e e 1 s e R e et et st eeb o8t gt st maat st maannntrantrn L16.217 4030
EXPENSES
10. Salaries and other employment costs for general partners and voting stockholder offiCers ... eeees 45 362 4120
11. Other employee compensation and benefits 11 1e0 4115
12. CommisSions Paid t OINET BIOKET-GRAIRIS ............covcreerruessesssessssessoresssresseres sremssesss smass ees seres seeessmeesseems ek 44424 444 s st sesss et sabsmesemsssnsson ikt 4140
13, INEETEST BXPBISE ....cueecereccerieriesrstastsrssasssresssnesssns sessesesssseasesessseens serss serms seras sesssteses ses st ses s vasmesmems one e saemssms seh s ALk SAAE bt abamatasnssasabatsiassaton 4075
a. Includes interest on accounts subject to subordination agreements [ 4070}
14, REQUIGHONY TEES AN BXPBNSES 1..vvuemveevresrresoeeres ressssbarssssssebssssssstasssessos sessbsbssssases esseasses ostasbas41048enssebssess assesseneseesesbassesessesonssmssnscmsesoreee 523 4195
15, Other expenses ... 572.545 4100
16. TOMA| BUPBIISES ......coovevorevescmrasres st smums ettt ere s s rsaasnn s cessreee st b b s s st b 88 s sttt sanes st s s ssrsnrnene B 1040 £10 4200
NET INCOME
17. Income (loss) before Federal income taxes and items below (Item 9 1855 HEM 16} ... vrecrrmvrmrmusrrersrmsrrmssessssesssse s o § 7,207 4210
18. Provision for Federal income taxes (for parent anly).........coocemmecnrcnennee 1L.154 4220
19. Equity in eamnings (losses) of unconsolidated subsidiaries not iCIUded ADOVE ...........ccoooev ettt sttt i 4222
2. After Federal inCOME AXES OF ... e ares s rent e e sssaansssarens
20. Extraordinary gains (losses) ... | 4224|
a. After Federal income taxes of
21, Cumulative effect of changes in accounung pnncuples [4225]
22. Netincome (loss) after Federal income taxes and extraordinany IEMS ........crevrnnnerirsmsssrsssrss s ssrsrirerssssssa e emsemtseestossssosiss 9 6.053 4230
MONTHLY INCOME
23. Income {current month only} before provision lor Federal income taxes and extraordinary BMS _......_.......oooecociemcecereeee s $ 504 4211
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART liA

BROKER OR DEALER .
. . The Tax Advisory, Inc.

For the period (MMDDYY) from _1/1/06 10 12/31/06

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

1. Balance, beginning of peried ... vrvrseee s eensnesssnea st snss st snrteantanseatnsetans O 12,]20 424(11
A, Netincome (l0ss) ........ 6,05 3] 4250

e (o) $ ) 2
C. Deductions {Includes non-conforming capitat of -~ $ 4272]) 4270
$ 18 173[4250)

2. Balance, end of period (From item 1800) ...t erersene e s cesem e e s esmaesara b s ss s s bt st s st et

STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS

3. Balance, BEOINMING OF PEAO ...c.oivvveiisisiiisrissies isarssssssemssanssssssseessisssassseassses ossesasss serms omssseesssessasms s ot seoessssassas st sassossmeassonsnsancsssncess 40 9 A0 000! 4300
A, INCIEASES ....vevvreereerrenee 7

4. Balance, end of Period (From M 3520] w.ooeconcvrveensrerrerserensreeserssensse s seesis s sttt st s ssssssssssssssessomsinnes 8 60.00Q[4330]

OMIT PENNIES
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART lIA

BROKER OR DEALER The Tax Advisory, Inc. asof __ 12/31/06

EXEMPTIVE PROVISION UNDER RULE 15¢3-3

24. i an exemption from Rule 15¢3-1 is claimed, identify below the section upon which such exemption is based (check one onty)

A (k)(1) — $2,500 capital category as per Bute 1503-1 ..ot ssar s e spe s ana s 4550
B. (K)(2)(A) — “Special Account for the Exclusive Benefit of customers” maintained.... 4560
€. (k)(2)(B) — All customer transactions cleared through another broker-dealer on a fully disclosed basis.
Name of clearing firmy, | 4335 | 4570
D. (k)(3) — Exempted by order of the Commission (Include copy Of IBHEI) ..o cee e eenessbassssans 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 Contributor {In or Qut) Securities) Date (Yes or No)
i [4600) 4601 {4602 [4608) [46041 [ 4605]
%2 4610 4611] 4612} 4613 [4614 [4675]
% 4620) [4621] 4823 {4624} [4625)
i 4630] 14631 4632) [4633 4634) [4635}
" [4640] 4841 4642 [4843] [4644] 4645
Total $% [4593]
OMIT PENNIES

Instructions:  Detail Listing must include the total of iterns maturing during the six month period following the report date, regardless of whether or not the capital contribution is

expected to be renewed. The schedule must also include proposed capital withdrawals scheduled within the six month peried following the report date including
the proposed redemption of stock and anticipated accruals which would cause a reduction of Net Capital. 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 will be paid within the next six months.

WITHDRAWAL CODE: DESCRIPTIONS
1. Equity Capital
2. Subordinated Liabilities
3 Accruals
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The Tax Advisory, Inc.
Consolidated Statement of Cash Flow
For the year ended December 31, 2006

Increase (Decrease) in Cash and Cash Equivalents

2006
CASH FLOWS FROM OPERATING ACTIVITIE
Net income(loss) $ 5,366.32
Adjustments to reconcile net income to net
cash provided by operating activities:
Depr. Expense - Net of Asset Sales 13,774.00
Change in Prepaid Expenses 1,841.13
Change in Accounts Payable 9,990.48
Change in Income Taxes Payable 1,024.32
NET CASH PROVIDED BY (USED BY)
OPERATING ACTIVITIES 31,996.25
CASH FLOWS FROM INVESTMENT ACTIVITI
Investment in Assets - Net (278.29)
Investment in Securities (22,451.70)
NET CASH PROVIDED BY (USED BY)
INVESTING ACTIVITIES (22,729.99)
CASH FLOWS FROM FINANCING ACTIVITIES
Retained Earnings 686.29
NET CASH PROVIDED BY (USED BY)
FINANCING ACTIVITIES 686.29
NET INCREASE(DECREASE) IN CASH 9,852.55
CASH AT BEGINNING OF PERIOD (9,761.01)
CASH AT END OF PERIOD $ 191.54

See accompanying notes and accountant's report

END



THE TAX ADVISORY, INC.

NOTES

Statement of Changes to the Subordinated Loan Agreement
December 31, 2006

There were no changes to the Subordinated Loan Agreement duriﬁg
the year as reported on SEC 1696 (02-03) 13 of 16.

William C. Edic, Certified Public Accountant




