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I . .
my knowledge and belief the accompanymg financial statement and supporting schedules pertaining to the firm of

OATH OR AFFIRMATION

Alfred J. Sollami, Jr. , swear {or affirm} that, to the best of ‘

Custom Equity Research, Inc. dba Summer Street Research Partners : , as

of December 31 ° 1 . , 2006 , are true and correct. [ further swear (or affirm) that

neither the company nor any partner proprietor, principal officer or director has any proprletary interest in any account

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

BOM D‘DDDQDDGDEE

N oA C PN
This report ** contains (chcck all applicable boxes): TN et
(a) Facing Page. ’ . e T
(b) Statement of Fmancm] Condition. K Kl r::':_
(c) Statement of Income (Loss). ~ P N
(d) Statement of Changesim Financial Condition. ~ Wy Mo, rot" ‘ -"."_;5':_‘:'—""' :‘.«“
{(e) Statement of Changes in Stockholders’ Equity or PartnerSRpgsole b ietors’ Capital R N
(f) Statement of Changes;in Liabilities Subordinated to Claims of Creditors. . .
(g) Computation of Net Capnal :
(h) Computation for Determmauon of Reserve Requirements Pursuant to Rule 15¢3-3.
(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
() A Reconciliation, mc]llldmg appropriate explanation of the Computation ocht Capital Under Rule 15¢3-1 and the
Computation for Dete:'mmauon 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.
(I} An Oath or Afﬁrmatlon
{(m} A copy of the SIPC Supp]emental Report. '
(n) Areportdescribing an;i( material inadequacies found to exist or found to have existed since the date of the previous audit.

’. ary Public o?/&é)ﬁ

**For conditions ofcanﬁdenu"al treatment of certain portions of this filing, see section 240.17a-5(e)(3).
|
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Tiedemann & Associates, P.C.
Certified Public Accountants

. Independent Auditor’s Report
To the Board of Direc{ors of
Custom Equity Reseeixrch, Inc. dba Summer Street Research Partners

4 i

b

We have audited the accompanymg statement of financial condition of Custom Equity Research, Inc. dba '
Summer Street Rescarch Partners as of December 31, 2006 that you are ﬁllng pursuant to rule 17a-5 under
the Securities Exchange Act of 1934 (United States). This financial statement is the responsibility of the -

Company’s management. Our responsibility is to express an opinion on this ﬁnanclal statement based on
our audit. '

We conducted our audll in accordance with U.S. generally accepted audlung standards. Those standards -
require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of §nalenal misstatement. An audit includes examining, on a test basis, evidence :
supporting the amounts and disclosures in the financial statement. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall

financial statement prelscntatlon We believe that our audit provides a reasonable basis for our opinion. '
i 1

t : |
In our opinion, the financial statement referred to above present fairly, in all material respects, the financial
position of Custom Equity Research, Inc. dba Summer Street Research Partners as of December 31, 2005 in
conformity with U.S. generally accepted accounting principles. . '

The mformatlon contamed in the supporting schedule 1 is presented for 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 Secunnes and Exchange Commission. Such information has been subjected to the auditing |
procedures applied in Fthe examination 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, and in conformity with
the rules of the Secuntles and Exchange Commnssmn

i - 1 i

' mmz,w,ﬂPc
Wellesley Hills, Massjachusetts ' .
February 26, 2007

1
i
1

65 Walnut Streetle Wellesley Hills, MA 02481 + Telephone 781-235-1099 0; Fax 781-235-7449
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Custom Equity Research, Inc. dba Summer Street Research Partners
Statement of Financial Condition

’ December 31, 2006

ASSETS |
Cash and cash equivalents

Deposits with ciearing organization
Commissions receivable

Cash restricted . !

Other trade recelvables . Lo Lt
Advances to employees

Furniture, equipment, Tand leasehold 1mprovements net of deprematlon

Security deposits :
Prepaid expenses I
Goodwill

|
TOTAL ASSETS |
|

LIABILITIES AN]i) STOCKHOLDERS' EQUITY
Liabilities
Securities sold, not:yét purchased, at market value
Accrued payroll
Accounts payable and: accrued expenses
Deferred rent payable
Deferred tax liabilitie‘s'

Total Liabilities i
I

Stockholders' Equrity

Common Stock, Clasis A authorized 2,000 shares
700 shares issued z;.nd outstanding

Retained Earnings E

Total Stockholderfs' Equity
{

i
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY

See accompanying notes to financial statements.

39,219
1,419,017

40,000

26,351
117,000
49,095
243,679
53,330
29,966
5,000

2,022,657

29,436
374,108
130,983

65,957

6,251

- 606,735

900,000
515,922

r e e e o e

1,415,922

2,022,657




| . .
Custom Equity Research, Inc dba Summer Street Research Partners
Notes to Financial Statements

! December 31, 2006

The Company is registered with the Securities and Exchange Commission as a securities broker/dealer
under Section 15(b) of the Securities Exchange Act of 1334, As a non-clearing broker, all customer
transactions are cleared on a fully disclosed basis through another broker/dealer. On September 28, 2006, |
the Company acqulred all of the common stock of Medical Consulting Referral, Inc. (MCRI) for the
purpose of consolldallng their operation with the Company’s. After acqulsmon all MCRI operating
activities were recorded through the Company as an operating division. Since acquisition, MCRI no longer
maintains any busmess activities as a separate corporation and therefore has no assets, habllmes or
transactions to consolidate on these financial statements, The Company maintains offices in Boston,
Massachusetts, New York, New York and San Francisco, California. '

-

L Significant Accounting Policies

! i _
Securities Transactlons and Commissions
Securities transactions' 'and the related revenue and expenses, including commission revenues and expenses,
are recorded ona trade date basis. Customers’ securities transactions are recorded on a settlement date

basis on the records oti‘ the clearing broker.

Marketable securities a!are valued at market value. At December 31, 2006, the Company had sold
marketable securities t'hat-had not yet been purchased. .

Research Income I

The Company generates research reports to various institutions. Although the reports are issued w1thout ,
obligation, certain msutuuons will pay the Company for the research in amounts that the institution deems

appropriate. |

Deposits with Cleanng Organization
The Company is requu'ed to maintain at least $200,000 in cash, securities, or a combination of both at all -

times in accounts at the clearing broker. All Company proprietary accounts are available to meet the
deposit requlrement. !

Advances to Emgloyee ,
Certain advances agamst commissions have been advanced to employees in ‘anticipation of thelr continued

employment and generatmn of commission revenue. The advances are not collateralized and may be

forgiven at some future date upon reaching specified productivity goals. |

1

i
Depreciation and Amortlzanon

Furniture and equlpment are recorded at cost and depreciated on a straight- lme basis over five years, the
estimated useful llves of the respective assets. Leasehold improvements are amortized over the remaining

lease term.

Taxes
Under the provisions of the Internal Revenue Code, the Company is an S Corporatlon which provide that, in
lieu of federal and certain state corporate income taxes, the stockholders are taxed on their proportionate

share of the taxable income.

The Company reports under the provisions of Statement of Financial Standards No. 109, “Accounting for

Income Taxes“(SFAS 109), which require an asset and liability approach to financial accounting and

reporting for income taxes Deferred taxes have been provided as a result of certain state tax provisions. -
l



b
Culstom Equity Research, Inc. dba Summer Street Research Panners
I Notes to Financial Statemients
i December 31, 2006
1. Significant Accoulnn'ng Policies (continued) -

Concentration of Credit Risk ‘ '
The Company occasionally maintains deposits in excess of federally insured lumts The Company derives

most of its income through commissions paid by customers on transactions executed through Goldman
Sachs. Statement of Financial Accounting Standards No. 105 identifies these items as concentrations of ,
credit risk requiring dllsclosure regardless of the degree of risk, The Company maintains its temporary cash
investments with high credlt quality financial institutions. Customer commissions recewablc from
Goldman Sachs are credited to the Company’s account at settlement date.

t

Statement of Cash Flows
For purposes of the Statement of Cash Flows, the Company has defined cash equivalents as highly liquid
investments, with original maturities of less than ninety days, that are not held for sale in the ordinary

course of business. |

{
Use of Estimates : ' : ;

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the repoited amounts of assets and
liabilities and disclosures. Accordingly, actual results could differ from those estimates.

2. Furniture, Equipment and Leasehold Improvements .

At December 31, 2006, furniture, equipment and leasehold improvements, spmmhrized by major
classification, were as follows: .

Equipment I $ 219,680
Leasehold lmprm:fements 165,393 1
$ 385,073
Less: Accumulatéd Depreciation and :
Amortization | (141,394)
$ 243,679

3 Cash Restricted |

In connection with the Company’s sublease of office space in San Francisco, an lrrevocable Standby Letter
of Credit for $25, 827, expiring June 19, 2007 was issued by Citizens Bank for the benefit of the sub-
landlord in liew of a security deposit. Cash of $25,827 was placed in a segregated account in accordance -
with the letter of credit terms. In June 2007, the Letter of Credit, along with the restricted cash balance, will
be extended until October 31, 2008 at a reduced amount of $17,218 if the sub-tenant has met all of the

obligations under thc:sublease.

|
4. Investment in Subsidiary — Goodwill

i
On September 28, 2006 the Company acquired all of the outstanding stock’ of Medical Consulung Referral,

Inc. (“MCRI”) for $5 000. At the date of acquisition, MCRI had no assets or liabilities. The purchase price
is carried as Goodwﬂl and, as a going concem providing access to various medical professionals for
research analysis, the Goodwill carried has not been impaired as of the balance sheet date. There were no
inter-company transactions recorded after the date of acquisition.

|

.

e e e e
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Custom Equity Research, Inc. dba Sumnmer Street Research Partners
: Notes to Financial Statements .

December 31, 2006

5. Income Taxes

During 2006, the Company, using the cash method for income tax purposes, recognized taxable income that
will be allocated to the shareholders of the Company. The Company is subject to state excise tax on net
worth and income as well as New York alternative minimum tax. For the year the Company has incurred a
tax of $22,449. l

The 2006 provision for income taxes consists of the foilowing:

Current state taxes $ 16,198
Deferred state taxes | . : 6,251
Total income tax expense | - 5 22,449

6. Common Stock

”

The Company has authonzed three different classes of stock, but only one class is issued and outstanding.
The only class issued and outstanding is Class A Common Stock. Of 2,000 authorized shares, 700 shares
are issued and outstandmg Aggregate capital contributions from these three shareholders are $900,000.
Dividends of $21,182/ Iwere paid during the year.

7. Affiliated Company Transactions ,

Until the shares of MCRI were acqmred on September 28, 2006, the Company had a service agreement with
MCRI to provide certam investment research services to the Company. Although mdcpendent in ownership
until acquired, the Company paid certain expenses associated with and provides facilities for the use of
MCRI. During the year ended December 31, 2006, the Company incurred expenscs of $443,500 that were

H

paid to MCRI. i

8  Commitments | , ' )
l ‘

The Company leases ofﬁce facilities, equipment and vehicles under various non—cancelable operating
leases. The lease for the office space requires minimum annual rental payments plus increases for operating
cost escalation. Rent expense includes amounts adjusted to recognize lease escalauon provisions on a
straight-line basis over the lease term. Rent expense recognized in the accompanying Statement of Income
was less than actual cash expended by $16,338, which reduced Deferred Rent Payable shown on the
accompanying Statement of Financial Condition. Future minimum aggregate annual rental commitments
under these non-cancelable leases for the years ending December 31, are as follows:

4

|
| ‘ -
|
i
|

2007 $ 304,173
' 2008 285,985
L2009 199,200
| 2010 199,200
I 201 66.400

$1,054,958 |



|
Custom Equity Research, Inc. dba Summer Street Research Panners
3 ) Notes to Financial Statements
{‘ December 31, 2006
|

r

9. Financial Instrumenits with Off-Balance Sheet Risk and Concentrations of Credit Risk

As a securities broker,lthe Company executes and setiles various securities transactions for its own account,
for individual customers and with other brokers (counterparties). In accordance with industry practice,
customers and other brokers are not required to deliver cash or securities to the Company until settlement
date, which is generally three business days after trade date. In volatile securities markets, the price ofa |
security associated wnh a transaction could widely fluctuate between the trade date and settlement date.
These activities may expose the Company to off-balance sheet and credit risks if counterparties to these
transactions are unable to fulfill their contractual obligations and the Company is required to buy or sell
securities at prevanhng market prices. The Company controls the above risk through a vanety of reporting

and control procedures.
10.  Ner Capital Reqlufremems

The Company is subject to the Securities and Exchange Commission uniform net capital rule (15¢3-1),
which requires the mamtenance of minimum net capital and requires that the ratio of aggregate indebtedness
to net capital, both as deﬁned shall not exceed 15 to 1. At December 31, 2006 the Company had net
capital of $887,086, Wthh was $787,086 in excess of its required net capital of $100,000. The Company’s
ratio of aggregate mdebtedness to net capital was .65 to 1.

i1. Reserve Requiremenr Pursuant to Rule 15¢3-3

J

" The Company is exempt from the provisions of Securities and Exchange Rule 15¢3-3 under the exemptive
provision under paragraph (k)(2)(B) as all transactions with and for customers are cleared by other brokers
on a fully disclosed bams ‘

l
|
i
|
i
|
b
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Custom Equity Research, Inc. dba Summer Street Research Partners
Computation of Net Capital Under Rule 15¢3-1
December 31, 2006

| Schedule |
Stockholders' Equity per Statement of Financial Condition 1 $
| !

Less: non—allowzfable assets

Other trade receivables

Restricted Cash

Advances to employees

Furniture, equipment, and leasehold improvements
Security deposits © ' '
Prepaid expenses and Goodwill

| .
Non-allowable Assets

Net capital before haircuts on securities positions

Haircuts on scc%lrltles - marketable equity securities
Undue concentr_ation

Net Capital !
|
AGGREGATE l[NDEBTEDNESS

Items includ:ed in statement of financial condition ‘
Accounts payatile and accrued expenses ) 3
Deferred rent payable
Accrued compe:nsation, employee benefits and payroll taxes _ |

Deferred tax lia|bi1ities
[

Aggregate Indebtedness . ¥

1

Minimum Net Capital Required $
|
Excess Net Capital X $

Excess Net Caf)ital at 1000% (Net Capital less 10% of Aggregate Indebtedness)
Ratio of Aggregate Indebtedness to Net Capital

Reconciliation with Company's Computation

i
Net capital, as reported in Company’s Part 11 FOCUS Report 5

Increase allowable commissions receivable

Additional accrued expenses and payroll

Adjust Deferre:d Rent Payable . '
Taxes accrued!

Net Capital Per Above $
|

t

See accompanvina notes to financial statements. -

1,415.922

{117,000)
(26,351)
(49,095)

(243,679)
(53,330)
(34,966)

]

(524,421)

891,501
(4,415)
0

887,086
130,983
65,957
374,108
6,251

577,299

100,000

787,086

829,356

65101

951,386

40,000

(94,807)
4,908

(14,401)

887,086




Tiedemann & Associates, P.C.
Certified Public Accountants

1
|
l

To the Board of Directors of
Custom Equity Rcsearch Inc. dba Summer Street Research Partners-

In planning and perfomung our audit of the financial statements of Custom Equity Research, Inc
dba Summer Street Research Partners (the Company), for the year ended December 31, 2006, we
considered its internal control structure, including procedures for safeguarding securities, in order to
determine our auditing procedures for the purpose of expressing our opinion on the financial statements and
not to provide assuram:ie on the internal control structure.

Also, as reqmred by rule 17a-5(g)(1) of the Securities and Exchange Commission, we have made a
study of the practices and procedures followed by the Company that we considered relévant to the
objectives stated in rule 17a-5(g) in making the periodic computations of aggregate indebtedness (or
aggrepate debit} and net capital under rule 17a-3(a)(11) and for determmmg compliance with the exemptive
provisions of rule 15¢3-3. Because the Company does not carry securities accounts for customers or
perform custodial funcuons relating to customer securities, we did not review thc practices and procedures
followed by the Company in any of the following:

1. Making quarterly securities exammatlons counts, verifications, and comparisons

2. Recordanon of differences required by rule 17a-13

3. Complymg with the requirements for prompt payment for secuntles under Section 8 of Federal

Reserve Regulatlon T of the Board of Govemors of the Federal Reserve System
; ‘

The managenllent of the Company is responsible for establishing and maintaining an internal
control structure 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 internal control structure policies and procedures and of the pracnces and procedures
referred to in the precedmg paragraph and to assess whether those practices and procedures can be expected
to achieve the Comrmssmn s above-mentioned objectives. Two of the objectives of an internal control
structure 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
unauthorized usewr disposmon and that transactions are executed in accordance with management’s
authorization and rccordcd properly to permit preparation of financial statements in conformity with
generally accepted accoummg principles. Rule l?aS(g) lists additional objectives of the practices and
procedures listed in the preceding paragraph.

i - .

Because of the inherent limitations in any internal control structure or the practices and procedures
referred to above, errors or irregularities may occur and not be detected. Also, projection of any evaluation
of them to future penold is subject to the risk that they may become inadequate becauseé of changes in
conditions or that the (?ffCClIVCIICSS of their design and operation may deteno:rate.

! .

Our consideration of the internal control structure would not necessarily disclose all matters in the
internal control structure that might be material weaknesses under standards established by the American
Institute of Certified Public Accountants. A material weakness is a condition in which the design or
operation of the specific internal control structure elements does not reduce to a relatively low level the risk
that errors or irregularities in amounts that would be material in relation to the financial statements being
audited may occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions. However, we noted no matters involving internal control, including
procedures for safeguarding securities, that we consider to be material weaknesses as defined above.

65 Walnut Street » Wellesley Hills, MA 02481 o Telephone 781-235-1099 = Fax 781-235-7449




We understand that practlces and procedures that accomplish the objecuves refcrred to in the
second paragraph of this report are considered by the Commission to be adequate for 1ts purposes in
accordance with the Se'cuntles Exchange Act of 1934 and related regulations! and that practmes and
procedures that do not accomphsh such objectrves in all material respects mdncate a material inadequacy for
such purposes. Based on this understanding and on our study, we believe Lhat the Company’s practices and
procedures were adequ‘ate at December 31, 2006, to meet the Commission’s objectwes;

!
1

|

!
This report is intended solely for the use of the Board of Directors, managemenl the Securities and
" Exchange CommlssronE and other. regulatory agencies which rely on Rule l7a-5(g) under the Securities

Exchange Act of 1934 'and should not be used for any other purpose

Wellesley Hills, Massachusetts
- February 26, 2007
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