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OATH OR AFFIRMATION

[, 7:’er-€, /M. (" f‘/ed /:1/?' . swear (or affirm) that, to the besr of

my knowledge and belief the accompanying financial statcment and supporung schedulcs pertaining to the firm of A
Cla Mp/cr}\. )‘?‘A‘V'5"7‘7 LL e . as

of +r Acg‘_h 2é& 200 F , are truc and correct. | further swear (or affirm) that

neither the company nor any partner, proprictor, prmctpal officer or dircctor has. any propncmry mteresl in any account -
classified solely as that of a customer, cxcept as follows:

S ynglure

/%Mje—'/

Tile

THOMAS J. AMDERSEM ) R
NOTARY PGRLIC -

MY COMMISSION EXPIRES HOV, 30,2011

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

{a) Facing Page.

(b) Statement of Financial Condition. P

(c) Statement of Income (Loss). : -

(¢} Statement of Changes in Financial Condition.

(¢) Siatement of Changes in Stockhotders™ Equiry or Partners” or Sole Proprictors” Capital.

(D) Statement of Changes in Liabitities Subordinated 1o Claims of Creditors.

(g) Computation of Net Capirtal,

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

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

{)) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

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

M (I AnQathor Afﬁrmauon

{3 (m) A copy of the SIPC Supplemental chon

1 (n)} A report describing any material inadequacies found to exist or found to have existed since the date of the prewous audit.

**For candiu'ans of confidential treatment of certain portivns of this filing, see section 240.17a-5(c)(3).
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GREGORY H. BAKAY

Certified Public Accountant Certlfied Valuation Analyst -
-Nep
%acdumbiammp:ke Suite 213A « Florham Park, Nswdefeaym 4
| ~—r Phone: 973-377-2117 « Facsimile: §73-377-0115
INDEPENDENT AUDITOR’S REPORT wiARys
{ X . oo B de ™
e T W VAL 320 s setreiany ecal ol (Agviuoas
To the Members of e S : -
Champlai i Fooosni deere Ui oan o haooes
;pjmll‘,&dwm LLC--"LQ* - o YL 3RO :.;ﬁ,n.-.-fun-u-.‘-:"'.
Vv | ooy 113 Dy U S T w0 u=d

I have audlted the balance sheets of Champlain Advisors, LLC as of December 31, 2006 and

2005-and the related statements-of-income; members’ capital, and cash flows for the years ended _

‘ December31.:2006 and 2005 Thése financial statements are the responsibility of the v /™% 2%

; Company’s management:-" My responsibility is to express an opuuon on these financial '

: statements based on my audit.

JD AT CEAEENEM A @97 48T

1 conducted my audit in accordance with auditing standards geneally accepted in the United ‘
States of America. Those standards require that 1 plan and perform the audit to. Gbtain:reasonable -
assurance about whether the financial statements are free of material misstatement: ~An-audito .04

~ includes examining, on a test basis, evidence supporting the amounts and digelésures in thie 172 %
financial statements. An‘audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluiting the overall financial statement
presentation. | believe that my audit provides a reasonable basis for my opinion.

the financial posmon of Champlain Advisors, LLC at December 31, 2006 and 2005, and the
results of their operations, changes in members’ capital and their cash flows ot the years ended
December 3 1. 2006 and 2005, in conformity with accounting principles generally accépted't in the'
United States,

« .- 0 L S S v R
; . > i B LIRS

- [y _‘_LT i
Yo ._‘:_ 11'3‘: . -
/@-&}gm,; &,.,M&Lf-f
Gregory H. Bakay, CPA
Florham Park, New Jersey
Februarv 28. 2007 _
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1 CHAMPLLI’ﬁr Anvxécﬁié fch R O
L ‘ BALANCE SHEETS g < 8 ;
1. DEceuERia: Cages ANp00E ST RO
; , Ry e R s AU AR S0 SRR
! 2006 2005
i
ASSETS  IROYIAZACUCUA TAICAS AT
Cash - $ 382,717 $§ 167,560
Receivables from Customers - 1,008,283 360,190

e rf'ﬁ?ﬂlft“)iﬂ Gl
31 on rbA picinmss)
39,900

’

Property -and Equipment-Nét of _
Accumulated Depreciation _ - 33,718

Prepaid Expenses : 28,207 8,489
b 900C 1€ wdinsacQ tn 2s 24 Y waivh s, mrlqm'::!") 10 .»haw i o0 Larbus wepd ©
rabag atroy o) 107 2ol deys boe  ishaeo "sredmont oses 2391537 btgbman it hina 2007 A
TOTAL ASSETH, sifidizrogeot oili 518 pirvtnstile btonn®l &53 ¥ 92&1& bre 4 5T6wER@( -
{iizanil auady (o Solaigo 6o esnRe oF & ST aT T LTI AT b
' R 1AL Bt R AT SRS ) T H

LIABILITIES & MEMBERS' CAPITAL .
bosunilt wdi m buingsous vlipro oy ebusbasie gmmua ativd b i [!} 13 i it |

CaithiOwerdra'Bts e o ore biog b sl Pl b jeabonis o [T i onl b soale

AccountauPayakles i funsem o 531 au _insaum wieoal @b owrt g 1'« 34 43010,

Accrugd (EXPENSQS; hng <noncs o4t spmnmgus Lorsbrs shed wete o eeir ~58, 512,
b Dozis deioning SUEnen.as L dy aitice sae o w}m” TR TY ST BT S

TE N K i;:i;':m;;?;_ Hipsr, ’);"T:_r-!}::ﬁ: et lresag ORI A GG
- SO SR VT B 4 Soantts afal S ,l TR R S PR R
MEMBERS# BQUITY i fif gisrt mwanmpogenn cLu e e 2ol - 0 sl et
L BOL L AOND b ST Craudan sl L Y D e e o e T Lo
Membez;sp,«CaPM%alm.:': dera e v (1,447,088) 239,885 .
Net . Incc:}u}ex Veeppie sk nay 0 st 2¢200,013 - . 243,312
Total Members' Capital 1,452,925 483,197
TOTAL LIA:BILITIES a
MEMBERS' CAPITAL 5 1,452,925 3 576,139

See accompanying notes -and auditoxr's report.
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CHAMPLAIN. ADVISORS, - LLC
STATBMENTS OF. INCOMEr-.
FOR THE YEARS ENDED- DECEMBER: 31, 2006, AND 2005

- 2006 2005

BT R ETLA S T A P el 1hre
PRUTIYINOS T TAN L0 PO ARl TS

f o Lt ’ e et 4
- REVENUES: -
T : cw - o ermon It DY aTS M IRUpDS
Placement Fees e gt $ 3, 76? 270 wd 1§52 56853 62625 1A

Interest Income 26,254 702"
: + . Reimbursed Expenses 177,608 Golyssneieel

Yo e

g pensrtl T o oA S e )= Y

- Bt . P DR S
TOTAL REVENUES L “T37em1,132 566

-

-y T . . ST ¥
ARSI et et el R NI
" . el L . - " *
e T LAY R RLrtha W noedsLTil
v ) N - e e e ke
o TYLTUNS R Tee snge i
- b

L N ]

EXPENSES: - o vEOEFAD WL AURATASH

e Eue, gd Voo Aalaev - gucd B rassnd, ﬂﬁf*‘ vk
Ces Sellina Exnensas : ¢1,Q°§429a;;g9d” ﬁﬂ? an
- . ' 9_:"., ST T o e eanis Br U'E?I: s o3l
General &‘Admingstrative Expenses -, . ;:;1 O 325 4 oos pA39;,B04.C

. ;ngreciation;“ - : 13,3530y, 022,738 2

“-~  Disgposal of Fixed Agsets ' 2,148 - :
.o v SR, YT, ST b WH QE 0 M HIAART T

Total Expenses Cew el , 001,219 ey 3335018, w24

. It -8 P o -
i S A AL P de b RIS

v - CEAYE L Crw JUEL AT T4

i

Net Income .. : $ 2,900,013 $ 243,312

“n gt . -
1 ». T )
- o HE 2N I
- PR f ' P
PR e -~ By 5 B U S

! o e T RS T T
e . R e

S R CARINC FON B
) . ok reigm m e eim
FURRENEY FOUINE M L AL ARG 1.1;'{‘:1 Yol aaf s
. ] . 2t L. cx re et e, -

N : poed s B8N AN LI LA RAT

\"H'

See -agcompanying.notes:and-audigoxia: repoxs.. .
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CHAMPLAIN*ADVISORS LLC
STATEMENTS: OF CASH PLOWS :
FORS THE" YEARS ENDED- DECEMBER-31;, 2006 AND 2005

209§ L 2006 2005

L ikt

CASH FLOWS FROM C OPERATING RCTIVITIES

Net Income . | ©$ 2,900,013 8 iy, 243,312
Adjustments to reconcile net 1n¢ome to | -
net cashd provided by opersﬁing Activitiee: o i;“;.._.
sy =230 : 20 DT JEeI0 L
Depreciation PUR AT I e P 3T SRS RO O I I
Loss on-Fixed Assets-Dzspoaed : . 2,148 ., ., . =
\RL’"-!"""J - . ' FRJR T R _Ju, ‘
INCREASES IN -€ASH BYy -~~~ " — - L : . . .
Increase Accounts Payable T - o 31,502
Increase Accrued Expense . S - ‘ o 58,512

DECREASES. IN CASH BY: PERCHAL S

Increasing Accounts Receivables ( 648,093), (. 207,513)
Inereasifhg Prepaid” Expériees { 197187 Y "“8,ae89)
Decreasing Accounts Payable o6 34,a30) 0 -
Detréasing accrued-lidbilities 26714 s7°4 7 .gg. 512) AR
Total,adjustmentsf <+ (1 - (  745,282) *(°:113,208)
NET CASH PROVIDED BY OPERATING ACTIVITIES 2,154,761 130,104

CASH FLOWS‘FROM INVESTING ACTIVITIES

C e e e - -

Purchase of Fixed Asaets . ' { 9,319) { 19,570)
NET CASH USED BY INVESTING ACTIVITIES { 9,319) ' { 19,570)
-L‘ B f‘ ! -

= --

CASH FLOWS FROM FINANCING ACTIVITIES

Distributione to Members { 1,930,285) -
NET CASH PROVIDED BY FINANCING ACTIVITIES ) { 1,930,285) -
NET INCREASE IN CASH ' 215,157 110,534
CASH AND EQUIVALENTS, Beginning : 167,560 57,026

CASH AND EQUIVALENTS, Ending 5 382,717 $ 167,560

(R

Seefaceomﬁanyangnnetea4andﬂauditorms»reportf
Page 5
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CHAMELAIN ADVISORS LLC, UL,
STATEMENTS oF CHANGES TN, M'EMBE S! CAPITAL

FOR THE YEARS’ENDED: DECEMBER a1, 2006 AND 2005

2006 2005

PR EIRTEL I PN AR JT PV LAY e 12 L YR AR L 1T POST

;:aff{rﬂii!._ff‘.ﬂt?"ifaz

B EL AT I KL S RE! IS LNRTREL ey % sl e sl Tl ‘-hﬂw.}t« sk quent 3

er AVighe T csCian s e r BT sl Tnidid i b udinan o vl o £ EY neliamy)

Membezs !, CaRital i JAOUATY L 7 201 oSl DASBIGE0T ) 10 261012 BRLERE wlT

d" Gy W magea b iie, - et i i Suao 3 SpaaT: i b, Qs iehges 4.[11:11..;:'51

155 red oty ol T s, © 10 2engnkan shifeal shmile )4 ) edbd mntanaen D Lty

Net Tnbdma fob ‘éh‘e‘j‘r g v et e st ol et spvnn e damels oty gl toadsobeis
ended December:'3a}s ottinodi bor e 1ein my) oo v A o ggbaygle o

e Tatlng o I
Less: :

-

- : . - UM RE s SURNERS
— Distributions to Members _ {1,930,285) - -

LA R T R L B L0 I o/ NI (LT JE A A’;w ik gh T HaSY] 91 eipuit sinle 2T
N <1 HE.
Members' Capital - December 31, $ 1,452, 925 4 4335' 4’7”” :

et 99| nirtu sl

G e Ul e R Chl T, ot 5o L R Leonta 2t Sure re
S e L g e e s e it Does o el watle Barme oy
U e e M s e I e s e e enle a b o T ot
’ ERTE TR T RA . (R TR AR roe
'
' : ARt L3y 2
P S TAL PR PR Ol S WIS X P, T EF oW Ot Jﬁ'"l'
R S T R A At s (AR IR s R P
' AT CI S PLUL A B AR TR T BT S :
T N R P 1 (20117 PR
P O ) [T O EIRTTI Y STTILE. o
a8 e gf she
' R o L P R TAC T WIS R NI NTE W
- W S I 7 0 SR AN INE NI A WS e LTS
. “ L L R I S YA PO ST ] (R SIS TR AL (s o
K . e T U oL OSSN R LACI JUN I ot IR
i : R N ST IPRE PEER NI TS TN SRt T3 [P S LA T R LA
: ot
- See accompanying notes and auditor's report.
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CHAMPLAIN ADVISORS, LLC
. NOTES TO FINANCIAL STATEMENTS -
5¢ G JDECEMBER 31,2006 AND 2005. . . .-

tel e E R

P '
|
|

S e L)

NOTE 1 rSUMMARY OF SIGNIFICIANT ACCOUNTING POLICIES

N—'_QTME . - .

Champlain Advisors, LLC isa brokerdealer reglsﬁered thh the Securities and Exchange
Commission (SEC) and is a member of the National Assaciation of Secuntws Dealers (N ASQ)
The prisicijial businéss of Chariphin-AdviSors, LLC Is to adVisé shernative aSstt tiagagess: * =~
regarding capital mising and to arrange commitments from institutional investors to provide su;:l;
capital. Champlain Advisors, LLC clients include managers of venture capital, leverage buyout .
and other types of alternative investments. The investors with whomi the firrn deals mclgd& 3 i

public and private pension ﬁmds,\endowmcnts trusts and foundahons and, other findncial; Lewr,
msutuuons ..
Basis of Bmsenggﬁog R

‘I— ! '-!:‘l ""-:h! ' ) :"':‘.‘h“' ' v "";‘W’_Y A
%esqm?_g_g qr_epgepared in accordance with accounting prmc:ples generauy acccpted in the
Unito;q:_‘t?.tﬁ.; s RTINS R T SR Lo PR

Szt ek v - -

szenue l.S reoogmzed based on the terms of conu-acmal agreements with clients. Revenue is
nsmered earned when capital is committed by investors and is attributable to the Company.
Upon the commitment by investors of capital, it is understood that the Company has carned a
non-refundable placement fee. .
i
Use of Esfimate

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

Trade Accounts Receivable

Trade accounts receivable are stated at the amount management expects to collect from
outstandirjg balances. Management provides for pfobable uncollectible amounts througha
charge to arnings and a credit to a valuation allowance based on its assessment of the current
status of individual accounts. Management believes that all accounts receivable as of December
31, 2006 are fully collecublc Accordmgiy, no reserve for bad debts exists at December 31,
2000, _

e . LIUCUDL BT 103 LS 32:%& ST el L

AP

s L R ke A bk e A A b bdgt ot T s i




! . CHAMPLAIN ADVISORS, LLC
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2006 AND 2005
Bt Yy v T
. e e A el e L

I I L RS DT
Pro and Equipment

Property and equipment is stated dt ¢ost and defireéiated principally Byhe staight:ling method
over the estimated useful lives of the assets. Management assesses the recaverability of the
carrying amount of property and:equiprhent if certain events ‘or chiangdd oceur, suchagaz i . /.
significant decrease in market value of the assets ora s:gmﬂcant chnnge in the busmess '

condltxons in &partxcula.r ma;icgt. _
hggmg_j‘__g t“i -’ -XF'{’ ’FQ e - : R o saddm ot Mrann
MR E"" '-- . TN TRV 3 "‘ﬂa te .3:1';1

The Company 15ruvean=d as a‘ﬁa:merslnp for federal income tax purposes. Consequéntly, federal
income taxes are not payable by, or pmv:ded for, the Company. Members are taxed individually
on their shares of the Company’s earnings. The Company’s net income or loss is allocated
among the members in accordance with the regulations ofthd Caripady./ F HIHGHT - 7 4100

I'

; , sairntie S Nenoy st !::;s.z}'.v.qm}
C oy 1 T
NOTE 2 - CONCENTRATION OF RISK
ST “+\ ; g’ i fun }{ G o
- Net Sales for the year ended December 31, 2006 includes sales to three major customers, each of
' which accounted for more thanvlﬂ % of the total net saies of the Company; as follows:~
po T Percent : Receivables.at- r" (LR R s
Customier .+ of Sales Decembier 31;:2006.% .Y o
A 64.1 5 0 SR
: 93.1 $770.000: - M 21 AR YRA LT O
E o TRRVLI IR IR (T ST '.",'Ii.‘;f‘-'.'i“'-.l o
- e s R VLI P R
NOTE 3-WITHDRAWAL OF A PARTNER . AR
N

In 2006, a partner acquired a withdrawing partner's 50% interest through a cash dlsmbution
Theref‘ore the Company will operate as a single member limited liability company .

Page B -
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U Y CHAMPLAN ADVISORS, Lic

— " NOTESTO FINANCIAL STATEMENTS
N 'DECEMBER 31,2006 AND 2005 -

NS _.«,':'__f;{ By

NOTE, 4_;;» AC€QUN§TS REGEIVABLES FRG)M CHSTQMERS( 5w iagiogy b o r-e;',u‘i
Gl farpieneL anont S0t AuaasE G WL e GOM - el s8F LY e el Fantan Bort i a0n s
At December,:&! scounis receivables cansisted.of the following:: - gy u:urm:. o
C v ol 1 Jgﬂm‘h 1;:..,51111”1«: A Rianas EUi LA GRRTICEERY Fv (G RT LR Rl e

T L I g _gg_@m 'umnm ;_Qggz fn,;f}'Lmu-'

Cumrent Receivables . = . s 734 720 : $ 124 44(1:..# uruum.-'
I&ng—TermRecmvab!es o 273,§§ 23575 .
ot at ,IQtBl.wrfn ; fi‘,‘t’ri.s}?’u';ﬂm‘;n! s 5 6RILODB2RA v 5.8.360.190. 0 3l
{;ir:amn bots bezet vy aanmwii‘ -.manf'u} aht ol b Jt:?'{ W m—h‘.,w Bt vty 2R Y At ith
Bobma s ax crob i sanesmn o shsgae Yol e S bt ,.rii 105 )

NOTE 5 : PROPERTY, ANDEQUIPMENT: g <7+ /5,3 s a0 2 o st g

rr"x-'m'.- .

Property and Equipmeat.consist of the following';‘ e |
T ﬁw;z 67PN RS Y Y
. Computer Hodware _ S 938, 376 $ 30,484 -
s ERELEPY fFurmmte and Bxtures oy s4iee Lol @i - 1 ".14 126,00 11374 Ly
L Soﬁwm 7 qad; -grr;; Tt ' ;'-"1‘-:-!1‘{;::’;";“;; POTRITINIAT e g_,l__?_;iﬁg i T
: 295 65224 |
Less Accumulawd depremanon et 3251 025324
Net Property andBquipment ..o T 833,718 $35.900. -
: W < e S &,
{iﬂél L N . w e Co

NOTE 6 - ACCOUNTS ?AYA.B e

Ba]ance oompnsed of thc foliowrng o

2 S | CooT 2006 . 2005
§ . - Trade Payables - Related Paes - 8 0 $2679
% Trade Payables — Vendors TR S - 1,638
o el $. 0 334430

shattierhis ot non o :n e N N A T L TS L T

o orpe, . L B R S S : . PN
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CHAMPLAIN ADVISORS, LLC
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2006 and 2005

NOTE 7 - RELATED PARTY TRANSACTIONS
Lease Commitmeﬁts

The Company jeases its office spaggander & ive yearlease expiring | Deomnbarizﬂ09 from
Terence’ anelalr, a member ofthe Company The lease requires momhly rentals of $3 000.

Rent expense for the years ended Decernber 3t, 2006 amounted to $36 060, Future minimum
rentals under the operaung leases far the years cndmg December 31 are as follows:
o pyarfinat A ‘:f"ii )f
Coe o Y il L2 aldqumen”

2006 - .o

2007 : $ 36,000
sl 12008 50y, mm.fﬁ?w _r.r'.r'."r.::‘,ar- TP TR raIBﬁ;DOOfir!f'i-. Bum e oo ey okl
PRSI “2009 gt 't et L aonog g i w6000 oy ek asue AR

TR n, 51 jiog'2 i 4 *n o nJqun.f: 1o Jndw 2 Pusinatie lat asail Jm:fi 3t 5.2 notGH

5oy e f, h RATIAZIRPILIY ! BT FRL O SRR 12 311 1 1 REE L D PR UR LR AN LD

TN ;-,,i .,a.'f,; v e ey - grennnil gie g 0 T FLa U oL B T o
IRIPTD W PR ERTTEr) | QFTETICANNE L) !u) o snt oy i et J 0 b e
NOTES NET CAPITAL REQU]REMENFS F0 Lt o ALt iireenta e oo punn

KL LT

Champlain Advisors, LLC is subject to the Securities and Exchange Commtssxon Uniform Net
Capital Rule (SEC Rule 15¢3-1), which requires the maintenance of minimum net capital and
requires that the ratio of aggregate indebtedness to net capital, both as defined, shall not exceed
15 to 1 (and the rule of the “applicable™ exchange also provides that equity capital may not be
withdrawn or cash dividends paid if the resulting net capital ratio would exceed 10 to 1). At
December 31, 2006, Champlain Advisors, LLC had pet capital of § 1,452,925, which was
$377,717 in excess of its required net capital of § 5,000.

N W

NOTE 9 - SUPPLEMENTAL DISCLOSURES OF CASH FLOW STATF MENTRI T
T e e

Durmg the years ended December 31, 2006 and 2005 cash payments for mter&st expense and.
income taxes were as follows:

2006 - 2005
Interest paid $ .0 $ -0
Taxes paid _=0- -1
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To the Mémbers of

Champlain Advisors, LLC

il }f](‘

nuiar 2 l ‘ "“QP
My repoﬁ on my audit of the Basiefinancial statements of Champlain Advisary, ] 'LLC for 2006
appears on pages two throughitéix That audit was conducted for the purpose of formning an
opinion on the basic financial statements as a whole. The Computanon of Net Capital and the
Computation of Net Capital Réquireiménts are presented for purposes of additional analysis and
is not a required part of the basic financial statements. Such information has been subjected to

the auditing procedures applied in the audit of the basic financial statements and, in cur opinion,
is fairly stated in all material respects in relation t6 the Basic financial btatements taken as'és

-

—y whole.
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? ‘ . CHAMPLAIN. ADVISORS; LLC

. .. ..., COMPUTATION OF NET-CAPITAL{ fstevs

! ' " . DECEMBER 31, 2006
1. Total ownership equity from Statement of Financial Condition
2. Deduct ownership equity not allowable for Net Capital
3. Total ownership equity qualiﬁ‘ed for Net Capital -
a. Add:t A

A, Liabilities subordinated to claims of general creditors
, allowable in computation of net capital

S. Total capitpl and gliowable subordinated liabilities - fyriyr foshins 1.4452«.925.1!4’ N

6. Deductions and/or charges::., . - 4 o150, st sisamutiupor ongLs s whiol: isan. b/
LU T o RIS R R ST R T DRy NI b, "J-wb

. Al Total nonallowable agsets from.

' . Statement of Financial Conditioh =, 51 zin. 1:81; 071),208.,mu SpJt lgEL 1 ;{ .'
B Secured demand note deﬁclency ‘ (F1: n’ 01 nz.r- GIE o, i T B

C. Commoihtyfutm'esconhacm:and' ».;If! S et 0 e o,

. spot commodities propnctary _ : .
| cap:tal charges - - -0

D. Other deductions and/or charges 0
7. Other additions and/or credits
]
8. Net calpitai before haircuts on securities positions

9. Haircuts on securities (computéd, where applicable,
pursuant to 15c3-1(f):

A.+ Contractual securities commitments 0.
B. . Subordinated securities borrowings 0
C. Trading and investment securities: 0

1

1. Exempted securities
: 2. Debt securities

. 3. Options

© 4. Other securities

D. ! Undue Concentration _ 0

10. Net Capital : :
' i page 12
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$1,452,925
0
1,452,925
. : Q llf'..‘".."i'.a.'} .
H
[

£

1070208
0 .

382,717
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COMPUTATION OF BASIC'NET CAPITAL REQUIREMENT
SHDECEMBER 31; 2006
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1 . ON INTERNAL CONTROL -
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To the Members of »
Champlain Advisors, LLC ™  chebvar o idaucanas g s il dnn oy vnngninD ot adl Lot |
Sttt B, Gt doel oiar A Gt eeinaiceun & ot Y sl wrlasd G gty
L fe Tl e e AR 50T T SRR 1 20000 T br 6 duouh s laroarang
In planning dfid-performing our sudit6fthe fiacheilal stateiflents 4fd subjléntnidl SHedtits of
Chammplain Advisors; LLC (the-Coingidiry ) for the year ende® Décerber's F7200601 Sontigértd!
vits-inferdal contralinonder t6 detemifi ot atiditing provetures for ths Furposd of Skpreing™
my opinion on’the financial stateménts dnd-nod to'plovide sssirihde on'thé inféhal totiror. >+
v it s o sl bustbarp et il Bt aatiine vt LAt dgiast iy pesines s
Also, asrequiréd by rule 17a-3(g)1)of the'Secuitities Exchafige' Cothmission'(SECY; I'hisve !
made-a stuily’of the prastices and procedures Tollowsd By m‘e&m&;ﬁf&mﬂe&wﬂgm .
compliance with such practices and procedures that 1 considered relevant to the objectivesistated
in rule 17a-5(g), in making the periodic computations of aggregate indebtedness (or aggregate
debits) and net capital under rité 17a:3(4){11) and‘fordetermining eoniplianice withithe ! % !

- exemptive provisions of ruls 15¢3-3: Because the Company does not carty securitics adesunts
for custorhers or perform custodial funictions relating to customier securities, Fdid not review the
practices and.procedures followed by the Compaiy it any-of theé following e inf: 3, e

! ' I PR RN ATREVRYS Pt s o S LA BIHAL B TN b 1 FIRICR R T T
1. Making the quarterly securities examinations, counts, verifications, and comparisons
2. 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

The management of the Company is responsible for establishing and maintaining an internal
control 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 controls, and of the practices and procedures referred to in the
preceding paragraph, and to assess whether those practices and procedures ¢an be expected to
achieve the SEC’s above-mentioned objectives. Two of the objectives of internal control 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 h
unauthorized use or disposition, and that transactions are executed in accordance with
management’s authorization and recorded properly to permit the preparation of financial
statements in conformity with generatly accepted accounting principles. Rule 172-5(g) lists
additional objectives of the practices and procedures listed in the preceding paragraph.
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Champlain Advisors, LLC
~ Report on Internal Control
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bep miutingutdo li' ni
I noted that the Company does not have an eccounting procedures manuai .. Fhere, may. be;an;
assumpmnthmbemme the Compmy sacoomtmggystqmns relatively simple and accommng
personnelbavedueamdeasymmmmagememwhenqmnonsmsc.ﬂmemmneedfora
mannal. Howeyer, written proesdures, instructioss, aod assignments of duties will preventiont
reduce; misunderstandings, ersars, inefficient or wasted,effort, duplicated;or-omitted provdures,
and other situations that.can result in ipaccurate es.uptimely sccounting recdrds;: A weil-devisad
accounting mapual,can alsp help. o, cpspre vl simpilay ransestions: ane treated:consistentlyy:
that accounting. pnnmp!es used are proper, and that records are produced in the form desired by
manggement. A gged accoupting manyal should aid in:the training of new employees-and. .14
possibly %m#ﬁs,@mgm other employees of serg ﬁowmnng,ﬁmcuom MANAZCMCRt i
iperforms, Wusitlo 3F o150 et bubiays T iudt ssaabs i brag awsdisgegdom tle gonsbpase
SHALEE TOT 2ot Idab Uhng ¢ b o T LAl \IL N R TARTRI SRR T EES ISR A4 g
It will mka;qome time;and effort for Imanagement to develop:a manual however, 1 helieve this..
time, will be more than 6ffisct by ime.gave:laterin training and supervising accounting personnel.
b Also,.in the progess of the.comprehensive reyiew: of existing actounting procedures for the T
purpose of developing the, magugl, management might discover, procedures that can be..,
ehmmamd or improved to make the system more efficient and effective.
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Champlain Advisors, LLC .
Report on Internat Control '
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Expcnscs- & Durmg our audit we examined vendor inveices which did not md:cate
N Lntry, in the general ledger, eccount elassificatio onand payment,
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Internal cotial‘cltiprides thé'lan oF HEiTation'id alliof 1HE So-Srdinity fithcad id =
mmeasures adopted within a busmess to safeguarq its assets, check the accuracy and re_hab:hpr of
its accourting data, prormiote opera&mnal effidien t;y;ahd’ entolfage adherence to préschbéd
managerﬁﬂ'poim&h*‘ Man:igéinem' shiohld Taive ihe standardsGf th‘er Sothpany’ s mtcmal control
ervirorintent in ordéf 16 ieet the' abbvélimentioned abjéctiv est! Al
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Develop a Control Environment -~ <« . L
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Managcment has to take the lea in creating’ an‘afmosphémof control’consciousness. If -
management has a high regard for maintaining reliable dtcounting‘récords and adhering to -
established policies and p:ocedures, then empioyees are likely to be more conscientious in
perfonmng thelr duties.t - 1o e, e vl T et '1';: vy f - givignd ..);L-";‘
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A system of mformanon nnd commumcauon cons:sts of pmcedmes aid records established to

fobr ,f;.rmt«;':"-’ P _.w*t ’

initiate, record, process, and report transactions and conditions and to maintain accountability for

the company s assets, liabilities, and equity. -

Improve Segregation of Accounting Department Duties

Although the small size of the Company’s office staff limits the extent of scparation of duties,
certain steps should be taken to separate incompatible duties. The basic premise is that no one
employee should have access to both physical assets and the related accountmg records or to all
phases of a transaction.

b - i el m b A S e T ko P T b 2k Smn s vhmen A g gt el o e Sw o ferlmds w siamie - e

[P S S S



Champlain Advisors, LLC
Report on Internal Control
Page 3

I TR LS PR A ATe:
I o
. TN S DT Y IO U L)
‘ Management Letter Points ’ o
P
q

Devel lnte i Control Syste ' ‘ T

BTN IPH ¥ BT LA P (TR UL FLVERRT L IR RTE R TR AT SRS e

{am. 1 -,n o i ‘1“:‘1’(;;1, 1t i ventbad Lt .;;1 Seft o gvinn
d:by. Clmpaqlam Advisow, LLC 'management.

i

‘J:‘{- 4;7"." tqu
110' i-,..i llf'i BRI

.'QD’IF ‘amlgr-u ﬁ paus &‘F‘J’Sﬂ“’c"“m ofthc aud“ !
\; Rl Fr T

F o 4..Ji [& )] l?!n)J Jié.J
mm;ill?ef‘ actions all in %ﬂnqﬁ sopcems are not material to the
ﬁnnncml statement ;er‘ttﬁns 1§ n'evi"e. however, tiain steps should-be taken to remediate

them. Pruring the audit of the, Corpany’s bools: m%ﬁsowm iced the-fpllowing.:. tumvnl
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. propqqgrp;cgd pot.aliowfora proper, audit trail, denfifying

amouats in the general ledger expense categones was difficult to trace

e, 10 vendor mvmccsandexpense reports
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LB "'“f;.m Harnanti et et
Accounts Rnceivable - 'l'hc Company does not maintain an acconnts receivablé subsidiary
' e ) . ledger. This currently is problematic: As the company grows,
| T evan o 20R0Unts receivable system,would assist.in- safeguardmg L
o Jetirgelian Lo n-»c_qmpany assets MO g L G T ey T e s e
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Fixed Assets - ‘ Managemem should develep a policy as to which fransactions should be
. capitalized as fixed assets. I discovered computer equipment of a
material amount that-were not recorded as fixed assets.

+

" - PR . [
Revenue - : The Company does not mamtmn a saies Joumal whlch records invoices
in sequential order Also, duplicate invoice numbers were issued to
nbarilt, cu £l ndifferent customers. The lack of an invoicing systemn hindered the
s asde woewte o complete review of accounts receivable.  As mentioned under accounts
recervable, this situation is becoming problematic as the company

grows,
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Champlain Advisors, LLC
Report on Internal Control
Page 2

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

My consideration of intemal control would not necessarily disclose all matters in internal

¢ontrol that inight be -material wwknesses under standards established by the Anicrican Institute

of Certified Public Accouiitanms.” A inatérial weakness is a condition in which the design ot

operation of the specific imtemal control componenis-does not reduce to a relatively Jow level the -
-risk-that egror or fraud in amounts that would be material in relation to the financial statéments

being audited may occur and not be detected within & timely period by employees in the normal

course of performing their assigned functions. However, I noted some matters involving internal

control thai 1 believe should be improved. (See management letter points attached).

I understand that practxces and proeedurw that accomplish thie objectives referred to in the

second paragraph of this report are considered by the SEC to be adequate for its purposes in

accordance with the Securities Exchange Act of 1934 and related regulations, and that practices

and procedures that do not sccomptish such objectives in all material respects indicate a material

inadequacy for such purposes. Based on this understanding and-on my study, I believe that the

et Company’s practices and- procedures were adequate at Deccmher 3 1, 2006, to meet the SEC’s
objechves - :

This rcport is intended solely fcr the information and use of the members, management, the SEC
the National Association of Securities Dealers, Inc.. and other regulatory agencies that rely on *
rule 17a-5(g) under the Securities and Exchange Act of 1934 in the regulation of registered

! ‘ brokers and dealers, and is not intended to be and should not be used by anyone other ﬂmn these
specified parties.

A Wé?

Gregory H. Bakay, CPA
Florham Park, New Jersey
February 28, 2007
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