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OATH OR AFFIRMATION

1, A, Peter Low , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

—_The Griswold Company Incorporated , as
of _ December 31 . .20 06 |, are true and correct, | further swear (or affirm) that
neither the company nor any pamfwr, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a custemer, except as follows: ®

. . | O

3 ; Signature

: C.E.O.

' Title e

Notary PUth No. D1KEHT 36980
Qualifled tn Kings County
My Commission Expiras November 14, 2009

l
i
ij I LAUREN KEHOE
A NOTARY PUBLIC-STATE OF NEW YORK
A
|

Thls report ** contams (check all apphcable boxes):

{a)} Facing Pagc

(b} Statement' of Financial Condltnon

(c) Statement of[ncomc (Loss)

(d} Statement of Emgesmwma«mmmoxx Cash Flows.

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

H Statement of Changes in Llablhtles 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.

G A Reconclhanon mcludmlg appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computatlon 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) Areportdescribing any matcrla] inadequacies found to exist or found to have existed since the date of the previous audit.

!

L

Ol O OCODRBRESEREZ

**For conditions of confidential rreatmem of certain portions of this filing, see section 240.17a-5(e)(3).
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TARLOW & CO., C.PA'S

A PROFESSIONAL CORPORATION

7 Penn Plaza, Suite 804, New York, N.Y. 10001 Tel. 212-697-8540 Fax. 212-573-6805

INDEPENDENT AUDITOR’S | REPQRT

To the §Ecckholders (')1!'
The Gn'iswold Conipany, Inc.

We have audited the accompanying statement of financial condition of The Griswold Company, Inc.
as of Dlecernber 31, 2006 and the related statements of income, changes in stockholders’ equity,
changes in liabilities subordmated to the claims of general creditors, and cash flows for the year then

ended that you are ﬁl}ng pursuant to rule 17a-5 under the Securities Exchange Act of 1934. These .
ﬁnancnal} statements are the responsibility of the Company’s management. Our respons:blhty is to

express an opinion on these ﬁnanc1al statements based on our audit.

We conducted our audlt in accordance with auditing standards generally accepted in the United States
of Amenca 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 .

exarmmrirg, on a test basis, evidence supportmg the amounts and disclosures in the financial -

i
statements An audit also includes assessing the accounting principles used and significant estimates
made by rnanagement| 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
f'manclal position of The Griswold Company, Inc. as of December 31, 2006, and the results of its
operatlons and its cash flows for the year then ended in conforrmty with accounting principles
generally accepted in. the United States of America.

Our audlt was conducted for the purpose of formmg an opinion on the basw financial statements taken
asa whole The mformatlon contained on page 11 is presented for purposes of additional analysis and

is not aly requ1red part of the basic financial statements, but is supplementary information required by
rule lf'a 5 under the Secuntles Exchange Act of 1934, Such information has been subjected to the
audltmg procedures applled in the audit of the basic financial statements and, in our opinion, is fairly
stated miall material respects in relation to the basic financial statements taken as a whole.

Tl & Col, COA

New Y ork, New York
February 22,2007
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! I DECEMBER 31, 2006
|

i ASSETS
Cash and cdéh equivalents,
Securities ofvérned - at market value
Commissionireceivable
Other recei \‘r?bles
Exchange membershlps owned by the Company, at cost
(market value $50,000)

Property and equipment, net
Other assets i {
Total assets

|

THE GRISWOLD COMPANY, INC.

705,917

STATEMENT OF FINANCIAL CONDITION

$ 4,382,307
4,276,535
1,046,714

8,714

37,500
20,273

$10.477.960

i LIABILITIES AND STOCKHOLDERS' EQUITY

A
Liabilities ! f
Accounts payable and accrued expenses

Other llabll?t'lcs

Total lilabilities'

{l
Commitmc:ﬁ}s and contingent liabilities
i !
Liabilities s’tibordinated to the claims of general creditors
| | ‘
Stockholders equity
Common stock Class A, votlng, $.004 par value; authorized 4,000,000
shares, lsslued 3,010 00(|) and outstanding 2,510,000 shares
Common stoick Class B, nonvotmg, $.004 par value; authorized 6,000,000
shares, 1ssued 1,235, 03? shares and outstanding 933, 244 shares
Additional palcl in capital |
Treasury stock, voting, 500,000 shares; nonvoting; 301,792 shares at cost
Retained ea‘mings
r
Total stockholders equ1ty

I
J I

Total habllmes and stockholders’ equity
$
!

i

$ 2,014,123
723,495
$ 2,737,618
745,000
12,040
4,940
3,132,749
(1,517,651)
5,363,264
6,995,342
$10,477,960

The accompanying notes are an integral part of these financial statements.
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Revenqg_:
Commi.séions $ 14,569,811
Interest Fl:nd dividends 329,470
Other - , i 126,196
::
'r'dtlal revenue | $ 15,025,477
|
¥ |
Realized and unrealize?d gain on sale of NYSE membership
and stolc::k received in:merger 11,673,761
Net gain from investment transactions in securities 11,977
i
Expenses:
Employéfe compensation and benefits 9,049,974
Exchange fees, clearance charges and other brokerage costs 4,283,017
Professional fees 145,508
Seat leases ; 65,018
Interest, | 46,800
Travel, iﬁeals and entertainment ' _ 323,063
Commu'nlications 84,504
Occupancy - { 284,325
Chariteat?}e contributions 260,247
Insurarléfl: 526,966
Other 453,844
Tclitlal expenses 15,523,266
.
Income ib:eforf: provision for income taxes _ 11,187,949
{ ! .
I
Provisio:r:) for income taxes 1,076,783

i
il
Net income

|

|
rl |
L
fy

THE GRISWOLD COMPANY, INC.
STATEMENT OF INCOME

YEAR ENDED DECEMBER 31, 2006

10,111,166

The acc%ompanying notes are an integral part of these financial statements.
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| THE GRISWOLD COMPANY, INC. J
|
' STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
:IfO THE CLAIMS OF GENERAL CREDITORS
YEAR ENDED DECEMBER 31, 2006

Subordinatelli debentures payable at December 31, 2005 $ 1,320,000
i .

Repayment c!;f subordinated debentures payable 575,000

A ‘

Subordinatct!i debentures payable at December 31, 2006 - % 745,000
|
t
|
[
|
|
|
l
|

TARLOW & CO., C.P.A.’Sl The accompanying notes are an integral part of these financial statements.

|
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r
Cash flo WS from operating activities:
Net i mcome

Adjustme nt to reconcile net income to net cash used in

opcratmg 'activities:
Deprec1at10n and amortuatlon
Gain on sale of NYSE rnembershlp
Gain on ‘.ale of stock reclewed in merger
Non-cash sltock compensation
(Increase)decrease in oplerating assets:
Commissions receivable
: Securltles owned — at rllarkct
Recelv.lble from clearl}lg broker
Other re[ciewablcs
Other asrsiets
Increase (decrease) in operating liabilities:
Accourltﬁ payable and accrued expenses
Other liabilities

Net cash used in operating activities

Cash ﬂo‘nis from investing activities

Property a:ﬁd equipment l

Proceeds ﬁ-om sale of NYYSE seats

Proceeds f"rom NYSE merger and sale of shares

Net cash provided by investing activities

Cash flows from financmg activities:
Dlstrlbut;-o?s to shareholders )
Repayment of subordmated debt
Purchase (‘)f treasury stock

) .o . .
Net cash used in financing activities
I+ - .
Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and ¢ash equivalents at end of year

Supplem ental dlsclosures of cash flow information:

THE GRISWOLD COMPANY, INC.

L

1

|

f

|

STATEMENT OF CASH FLOWS

| YEAR ENDED DECEMBER 31, 2006

Cash pal(l fdurmg the year for:
Mteresjt-
Income!taxes

$ 10,111,166

92,614

(1,600,000)

(6,298,130)
510,449

748,282
(3,610,957)
873,717
(2,446)
(439,398)

(346,918)
(87,035)

(72,785)
3,600,000
6942226

(6,284,714)
(575,000)

(433,341)

The accompanying notes are an integral part of these financial statements.

$  (48,656)

10,469,441

(7,293,055)
3,127,730
1,254,577

$ 4,382,307

$ 44472
$ 520,390
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THE GRISWOLD COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2006

NATURE OF BUSINESS

i 'The Gnswold Company, Inc. (the “Company”) is a broker-dealer registered with the
Secuntles and Exchange Commission (the “SEC”) and is a member of the New York Stock
‘ IExchange Inc (the “NYSE"); the Boston Stock Exchange (the “BSE”); the National
1Association of Securities Dealers (the “NASD”); The NASDAQ Stock Market (the
“NASDAQ”) and the Securities Investor Protection Corporation (the “SIPC”). The Company
eams comm1ssu)ns from activities transacted with other registered broker-dealers as well as
| 'non broker-dealer customers. The Company acts as an introducing broker.

!
SUMMARYJOF SIGNIFICANT ACCOUNTING POLICIES

]

)

d)

Securltv‘transactlons
Security transactions (and related commission revenue and expense) are recorded on a
trade- dat¢ basis. Publicly traded securities owned are stated at market value with
unrealize;d gains and losses reflected in income.

|
Use of estimates
The preparatlon of financial statements in conformity with generally accepted accounting
pnnc1ples 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.

Cash equivalents

The Company considers highly liquid investments with an original maturity of three -

[ :
months or less to be cash equivalents.

Property and equipment
Propertyiand equipment are stated at cost. Depreciation is computed using accelerated
methods over the estimated useful lives of the assets.

Concentrations and credit risks .
The Company maintains cash in bank deposit accounts, which, at times, may exceed
federallyjinsured limits.

'RECEIVABLE FROM CLEARING BROKER/

"'SECURITIES HELD AT BROKER

H
:

:;The Company conducts business with one clearing broker on behalf of its customers. The
I;Company eat;'ns commissions as an introducing broker for the transactions of its customers.

! The clearmg and depository operations for the Company’s customer accounts are performed
| by its clearmg broker pursuant to a clearance agreement.

"
}
I

l

|




NOTE 4 -

NOTESS -

TARLOW & CO., C.PA'S

-10-
THE GRISWOLD COMPANY, INC.

: NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2006

il
i
, IRELATED PARTY TRANSACTIONS
ll

On June 11, 2003 the company purchased 500,000 shares of the company’s Class A common
istock from a shareholder in exchange for cash, a note payable and other considerations
 totaling $950 000. The note bears interest at 2.96% per annum and is payable in annual
l installments of $150,000 plus interest through June 2007. The balance outstanding on the
| note at December 31, 2006 is $150,000. The liability 1s included on the balance sheet under
‘habllmes subordmated to the claims of general creditors. Interest expense charged to
40perat|ons was $6,660 for the year ended December 31, 2006.

! On October 31 2003, the company purchased a New York Stock Exchange membership from
!Ja shareholder in exchange for cash and a note payable totaling $2,000,000. The note bears

interest at 3. 5% per annum and is payable with an initial principal payment of $340,000 plus
interest on October 31, 2004 and the balance in quarterly installments of $85,000 plus interest
through October 2008. The balance outstanding on the note at December 31, 2006 is
$595,000. The liability is included on the balance sheet under liabilities subordmated to the
claims of general creditors, Interest expense charged to operations was $26,610 for the year

! lended December 31, 2006.

The liabilities subordinated to the claims of general creditors have been approved by the
. 'NYSE for mclus.lon in computing the Company’s net capital pursuant to the SEC’s uniform
| et capital rule Subordinated debt is withdrawable by the lender at stated maturity dates or
; ‘withdrawal can be accelerated upon six months notice. Any subordinated debt can be repaid
[ only if, after giving effect to such repayment, the company meets the SEC’s capital

| Iregulations gbvemlng withdrawal of subordinated debt.

[ .
i The Compangf leased a seat on the New York Stock Exchange from a related party. Rent paid
| |to the related party was $14,838 for the year ended December 31, 2006,

|

((COMMITMENTS AND CONTINGENT LIABILITIES

g -a) Lease commitments
| The Company has an operating lease for office space expiring in July 2014,
I

Minimum future lease payments are as follows:
t

Ye'ar ending December 31,

|

| 2007 § 242,250
E

i 2009 | 277,083
| 2010 280,250
| 2011 280,250
‘ Thereafter 723,980
‘ $2,046,063

1
|
! 2008 242,250
|
!
| {Rent expense for the year ended December 31, 2006 amounted to $250,991.
!
l
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THE GRISWOLD COMPANY, INC,

| NOTES TO FINANCIAL STATEMENTS
|

DECEMBER 31, 2006

COMMITMENTS AND CONTINGENT LIABILITIES (Continued)

i
!

b) Brokerage activities

In the normal course of business, the Company is engaged in various brokerage activities
on an agency basis through a clearing broker. In connection with these activities, a
customer’s unsettled transactions may expose the Company to off-balance sheet risk in
the event the customer is unable to fulfill its contractual obligations. Significant credit
exposure may result in the event that the Company’s clearing broker is unable to fulfill
their contractual obligation.

Litigation
In the normal course of business, the Company could be a defendant in lawsuits. The

Cornpany believes that any litigation currently pending is without merit and will not have
a material effect on the Company’s financial position.

l
NET CAPITAL REQUIREMENTS

Asa reglstered broker-dealer and member firm of the NYSE BSE, NASD, and NASDAQ,
the Company is subject to the Uniform Net Capital Rule (Rule 15¢3-1) of the SEC. The
Company computes its net capital under the basic method permutted by the rule, which
requires the maintenance of minimum net capital of 6-2/3% of aggregate indebtedness, as
defined, or $250,000, whichever is greater. At December 31, 2006, the Company had net
capital of $2,648,354, which exceeded the requirement by $2,398,354.

|
EMPLOYEE BENEFIT PLANS

The Complany maintains a noncontributory defined contribution profit-sharing plan and a
401(k) plarll which include all eligible employees, as defined in the plans. Contributions to
the plans are at the discretion of management. For the year ended December 31, 2006,
$62,733 was contributed to the 401(k) plan.

LONG-TERM INCENTIVE PLAN

In 2003, th!e Company established The Griswold Company, Incorporated 2003 Long-Term
Incentive Plan. Under the plan, employees may be granted up to a total of two million
(2,000,000) shares of common stock in the form of restricted shares, options or stock
appreciatio'n rights. In 2004, employees of the Company were granted 685,020 restricted
shares w1th a total market value at grant date of $658,000. Of the restricted shares granted,
137,004 shares vested immediately with the balance vesting over four years.
Compensatllon expense related to restricted share awards amounted to $510,449 in 2006.

|
INCOME TAXES

No provisi:on for federal income taxes has been made as the Company has elected to be
treated as an S Corporation for federal income tax purposes. As such, the Company is not
liable for federal income tax payments. The Company is subject to state income taxes at
reduced rates and local taxes.




TARLOW & CO.. C.PA’S

THE GRISWOLD COMPANY, INC.
|

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2006

INCOME TAXES (Continued)

A provision has been made for federal built-in gains tax on the cxcﬁange of two NYSE
memberships for cash and stock and the resulting gain on the transactions, as well as the
subsequent sale of the stock (See Note 10).

At Decem‘t;er 31, 2006, the provision for taxes consists of the following:

|
Federal Built-In Gains Tax $ 554,158
New York City Corporate Tax 517,625
New S{ork State Franchise Tax 5,000
| $1,076,783
NYSE MEMBERSHIPS

T

In January 2006 the Company sold one of its New York Stock Exchange Memberships for
$3,600,000. The sale resulted in a realized gain of §1,600,000.
|

In March|2006 the Company’s two (2) remaining seats were exchanged for cash and
common s'tock in NYSE Group, Inc, a company formed by the merger of The New York
Stock Exchange Inc. and Archipelago Holdings, Inc. In the merger, the Company received
$404,640 cash and 78,601 shares of common stock, per membership, in the new company.
A reahzed gain was recognized immediately for the cash received. The commeon stock
received i 1s subject to a three-year restriction on transfer. A portion of the restriction was
lifted duqng 2006 and the company sold 101,762 shares resulting in a realized gain
$5,488,850.

As of De|cember 31, 2006, the Company was holding 55,440 shares with a value of
$4,126,535 after a transfer restriction discount of $1,262,233.
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THE GRISWOLD COMPANY, INC.

SUPPLEMENTARY INFORMATION
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: . DECEMBER 31, 2006
|

Net Capita l
Stockholders’ eqmty
||

Credits - liabl]lty subordinated to claims of general creditors

!
.!l

|
! |
Debits: | ’ !

COMPUTATION OF NET CAPITAL PURSUANT TO UNIFORM
NET CAPITAL RULE 15¢3-1

Nonallowable assets l
Securities not readily marketable $ 4,276,535 -
Recei\fa!bles 22,560
Excharige memberships, at cost 37,500
Furniture and equlpment 20,273
Other Ssets f 735,120
Total debits }
Net capital beore haircuts on marketable securities
H
Less haircuts on securities and other charges
Net capital [I)fer rule 15c3—1i
|
Minimum ne:"tI capital requirf':ment — 6-2/3% of aggregate indebtedness of
$3,337.61 8 :or $250,000, whichever is greater
i
Excess net -:fa'pital
. i
I |
Aggregate Indebtedness
Accounts pa'y;able and accrued expenses $ 2,014,123
Other liabilit:iles 723,495
' 600,000

Other unrec:c‘n"ded amounts
[ ;
Total aggregate indebtednesls
f
Ratio of ag,gregate indebtedness to net capital
\ |
N
l

i
I
y

-13-

$ 6,995,342

745,000

7,740,342

5,091,988

2,648,354

2,648,354

250,000

$ 2,398,354

8 3337618

1.26to 1

No matenal differences ex1st between the above computation and the computation included in the Company’s

correspondlmg unaudited Form X-17A-5 Part IIA fi ling.

(|
!
¢
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TARLOW & CO., C.PA’S

A PROFESSIONAL CORPORATION

7 Penn Plaz_a', Suite 804, New York, N.Y. 10001 Tel. 212-697-8540 Fax. 212-573-6805

To the Stoc!:l;holders of
The Griswold Company, Inc.:

In planning: and performing our audit of the financial statements and supplemental schedules of The -

Griswold Company, Inc. ‘(the “Company™), for the year ended December 31, 2006, we considered its
internal control mcludmg control activities for safeguarding securities, in'order to determine our auditing

procedures Ifor the purpose of expressing our opinion on the financial- ‘statements and not to provide -

assurance on internal control

Also, as relluu'ed by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have made a
study of lhe practices and procedures followed by the Company including tests of such practices and

procedures that we cons:dered relevant to the objectives stated in rule 17a-5(g) in making the periodic

computatlons of aggregate indebtedness {(or aggregate debits) and net capital under rule 17a-3(a)(11) and
for deternnmng compllance with the exemptive provisions of rule 15¢3-3. Because the Company does not
carry secuntles accounts for customers or perform custodial functions relatmg to customer securities, we
did not review the practlces and procedures followed by the Company in any of the following:

1. iMaking quarterly securities examinations, counts, venﬁcatlons, and comparisons

2, Recordation of differences required by rule 17a-13

3. jComplying y:/ith 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 managcment of the Company is responsible for establishing and maintaining internal control and the -
practices lﬂd 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 thejpractlces and 'procedures referred to in the preceding paragraph and to assess whether those
practices and procedures|can be expected to achieve the SEC's above-mentioned objectives. Two of the
objectives o.f internal control and the practices and procedures are to prowde management with reasonable
but not absolute assurance that assets for which the Company has responsnblhty are safeguarded against
loss from unauthonzed ,use or disposition and that transactions are executed in accordance with
manageml*nt's authonzatlon and recorded properly to permit the preparatlon of financial statements in
confm‘n'nty| with gcnerally accepted accounting principles. Rule 17a-5(g) lists additional objectives of the
practices and procedures listed in the preceding paragraph.

Because of inherent llmxtatlons in internal control or the practices and procedures referred to above, error
or fraud mlay 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 d651gn and operatlon may deteriorate.




Our cons lderatlon of 1ntemal control would not necessarily dlsclose all matters in internal control that
might be matenal weaknesses under standards established by the American Institute of Certified Public
Accountants A material weakness is a condition in which the design or operation of the specific internal”
control components does not reduce 1o a relatively low level the risk that error. or fraud in amounts that
would be nmtenal in relatlon to the financial statements being audited may occur and not be detected
within a tlmely period by employees in the normal course of performing their assigned functions.

However, we noted no matters involving internal control, including control activities for safeguarding
securities, that we consider to be material weaknesses as defined above.

We understand that practlces and procedures that accomphsh the 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
accomplhh such ObjeCthCS in all material respects indicate a material inadequacy for such purposes.

Based on thls understandmg and on our study, we believe that the Company's practices and procedures
were adequate at December 31, 2006, to meet the SEC's objectives.

This report is intended solely for the information and use of the Board of Directors, management, the
SEC, The iNew York Stock Exchange and other regulatory agencies that rely on rule 17a-5(g) under the’
Securities Exchange Act/of 1934 in their regulation of registered brokers and dealers, and is not intended
to be and should not be used by anyone other than these specified parties.

A é’aa,c’m;

New York,|{New York
February 22, 2007
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