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LEIGH GARBER (315) 662-7400
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B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*
BRACE & SUSSMAN, PLLC '

(Name - if individual, state lags, first, middle name)

12 PARMENTER ROAD - LONDONDERRY NH 03053
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™
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*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
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OATH OR AFFIRMATION

o )
I, LE!GH QARBER » swear {or affirm) that, to the best of
my knowledge and belief the accompanying financial stetement and supporting schedules pertaining to the firm of

CLAYTON, LOWELL & CONGER, INC. as
of DECEMBER 31 , 2006 , are true and correct. 1 further sweer (or affirm) that

neither the company nor any partner, proprietor, principal officer or dlrector has any proprietary interest in any account
classified solely as that of a customer, except as follows:

il Y4 L]

Notary Public

MARK H. PETITTE
Natary Public, State of New York

This report ** contains {check all applicable boxes): Qua !Ifledr:]r? Oi%snec?saa Courty
<1, (o] ¥}
[Z] (2) Facing Page. Commission Expires Jangary 31, 20[4

| (b} Statement of Financial Condition.
. (c) Statement of Income (Loss).
(d) Statement of Changes in Financial Condmon
(¢) Statement of Changes in Stockholders’ Equity or Partners® or Sole Proprietors® Capital.
[J (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
(g) Computation of Nzt Capital.
[J () Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
(i) Information Relating to the Possession or Control Requirements Under Rule 15c¢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 upaudited Statements of Financial Condition with respect to metheds of

consolidation.
(I} Anp Oath or Affirmation.
0

(m) A copy of the SIPC Supplemental Report.
(n) Arcportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

O

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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BRACE & SUSSMAN, PLLC

A . | 2 PARMENTER ROAD

TEL. (803 437-1910

" . LONDONDERRY, NH 03033 | )
. FAX (803 437-2a768

_ ‘in_dep'endent Auditor’s Report

To the Board of Directors of

Clayton, Lowell & Conger, Inc. -

. New Woodsmt_:k, NY

- presentation. We believe that oyr audit provides a

“We have audited the accompanyiﬁg statement of financial coridition of Clayton, Lowell & Conger,

Inc. (the Company) as of December 31, 2006 and the related Statements of income, changes in
stockholders’ equity, and cash flows for the year then ended that you are filing pursuant to rule 17a-
5 under the Securities Exchange Act of 1934, These financial statements are the responsibility of
the Company’s management. Our responsibility is to ‘express an opinion on these financial

. Statements based on our audit. A
‘We conducted our audit in accordance ;with auditing sténdzirds géﬁérélly accepted in the. United

States of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test, basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also .includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement

] reasonable basis for our opinion. :

In our opinion, the financial statements referred to above pfesi:nt 'fairly, in all niaterial respects, the

financial position of Clayton, Lowell & Conger, Inc. as of December 31, 2006, and the results of

 their operations and their cash flows for the year then ended in.'confor_rnity with accounting

principles. generally accepted in the United-States of America.

Ouwr audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in Schedules L I, I, and IV, 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 under the Securities Exchange Act of 1934,
Such information has been subjected to the auditing procedures applied in the audit of the basic

- ‘financial ‘statements and, in our opinion, is fairly stated in afl material respects in relation to the
‘basic financial statements taken as a whole. : - S '

Brace & Sussman, PLLC
Certified Public Accountants
Londonderry, New Hampshire
February 26,2007 = .



CLAYTON, LOWELL CONGER, INC.

- STATEMENT OF FINANCIAL CONDITION

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

DECEMBER 31, 2006
" ASSETS

- Cash and cash equivalents $ 2954
Deposits with clearing orgamzatmns : 39,000
‘Receivable from clearing organization 129,839
Receivable from noncustomers 26,781

Furmmre ,equipment and leasehold unpmvcments at cost less,
- accumulated deprecmnon of $115 659 B 138,743
. Deferred tax asset 8,833
Investment in affiliate - 182,000
~ Prepaid expenses and other assets .. 3,050
Total Assets $ 531,200

LIABILI'I_‘IES AND STOCKHOLDERS' EQUITY - . '
Accounts payablc. accrucd expenses, and other habllmes L $ 114,800
Payable to bank ' o 19,380
Due to affiliate 3,000
Deferred state tax liability _ 395
Income taxes payable L 18,442
' Total Liabilities 56,017
Stockholders’ Equity '
Common stock, o par value, shares authonzzd ‘ -

200; 181 issued and outstandmg shares _-.107,887
Additional pald-m-capxta] o -+ -+ 100,000
Retained eammgs 267,296

Total S!:ockholders' Equity e :_-: _:, ___51.‘2'_,_1_8_3_
“Total Stockholders' Equity and Lisbilities . = - o8 531,000




CLAYTON, LOWELL CONGER, INC.
STATEMENT OF INCOME

FOR THE YEAR ENDED DECEMBER 31, 2006

Revennes: o
Trading profits $ 1068722
‘Interest and dividends 15,057
Other income 14,211
1,097,990
Expenécs: :
Emp]byéc.coxlﬁpcnsation and benefits .'56'/;.,822
‘Communicationis and clearing costs ' . . 142,671 .
Occupancy o ' o o 103,908
Taxes, other than income taxes ' T 39,265
Other expenses 139,661
993327
Income Before Income Taxes 104,663
Provision fp;' Ij;qome Taxes 21 .741
Net Income $ 82922

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




CLAYTON, LOWELL CONGER, INC. -
o . STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY

" FOR THE YEAR ENDED DECEMBER 31, 2006

‘Additional o
Common Paid-In - Retained
_Stock .__Capital ._Earnings Total
Balance at January 1,2006 - $107,887 = $ 100000  $ 169178  $ 377,065 .
Prior year adjustment C 15196, 15,196
Netlncome =~ - .- S - a9 . 82,922
| Balance at December 31,2006 $107,887  § 100,000  § 267,296 $ 475,183

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




| CLAY'I‘ON, LOWELL CONGER, INC.
- - STATEMENT OF CASEFLOWS

FOR THE YEAR ENDED DECEMBER 31, 2006

Cash flows from operating activities:
Net income .} 82,922
Adjustments to reconcile net income _ '

to net cash provided by cperating acuvmes " .
Depreciation T , - $ 17423
Deferred taxes ST 1,007
‘(Increase) decrease in operating assets: - T
'Incmase in receivable from clearing Orgahizau'on oo+ {1561 lj
- Increase in deposit with clearing organization (14,000
Decrease in prepaid expenses and other assets 1,089
Increase (decrease) in operating liabilites: - oL
Decrease in accounts payable, accrued expenses ' T L (6,691)
Decrease in payable to broker-dealer. - ce o (15325)
Increase in due to affiliate ’ ... 3,000
- Increase in income taxes payable _ 17,730
Total adjustments S L — S (11,378
Net cash provided by operating activ_ilipg_ : ' ' ' 71544

Cash flows from investing activitics '

Purchase of furniture,equipment and lcaschold improvements ) ) (106,127)
Capxtal contributions to affiliated company _ o . ) - (10,000)
Net cnsh used by investing activities . o (116,127)

. Cash flows from financing activities
19,903

* Deposits from bank loans
-Net decrease in cash - (24,680)
Cash at bcginning of the yéar 27,634
“Casat end of the year N $ 2,954
SUPPIEMENTAL DISCLOSURES OF CASH FLOW H‘IFORMATION _

.' Cash paid during the year for S B o
Interest payments $ 341

$ 229

Income tax payments

The eccompanying not;:s._ are an integral part of these financial statements.




- CLAYTON, LOWELL & CONGER, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31,2006

- NOTE 1- SIGNIFICANT ACCOUNTING POLICIES

- 'Ol_'ggizatlon and Nature of Busmess

. The Company was incorporated in New Yoi:k on. September 22, 1997. It serves as a broker/dealer
- in securities registered with the Securities and Exchange Commission (SEC) and is a member of

_ "‘the Natxonal Association of Securities Dealers (NASD)

.. Fixed Assets . ; : L

" Furniture, equipment and ]easehold 1mprovements are rccorded at cost. Repaus and mamtenance

charges are expensed as incurred. Depreczatlon is computed using acceélerated methods -for
financial reporting and income tax purposes pver their estimated useful lives ranging from 5 to 39
~ years. For the period ended December 31, 2006 depremauon e.xpense was $17 423 DU

" Useof Est]mates

- The preparatmn of financial statements in confonmty with generally accepted accountmg

' -pnncrples requires management to make estimates and assumptions that affect the reported
amount of assets and liabilities as of the date of the financial statements, and the reported amounts

of revenues .and expenses during the reportmg penod Actual results could dlffer from those -

. estimates.

 Securities Transachons T
Marketable securities are valued at market value and secunnes not readily marketable are valued

- at fair value as determined by management. These securities include investment Secuntles (a) for
- which there is not a market on a securities exchange or no independent pubhciy quoted market,
‘(b) that ‘cannot .be publicly offered or soId unless registration has been effected under the
Securities Act of 1933, or (c) that cannot. be offered or sold because of other a.trangements
restrictions, or condmons applzcable to the secuntles or to the Company .

_ Allowance for Bad Debts -
‘The Companry considers accounts recelvable to be fully collectﬂale accordmgly, no allowance for

" -doubtful accounts is reqmred

-Compensated Absences ) ' a
. Employees of the Company are entitled to pald vacatton, sick and personal days dependmg on job

classification; length of service, and other factors. Future compensation is prorated based upon
- employment for the upcoming year. It is impractical to estimate the amount of compensation for
 future absences, and accordingly, no-liability has been recorded in the accompanying financial
statements. The Company’s policy is to recogmze the costs of compensated absences when

~ actually paid to employees




CLAYTON, LOWELL & CONGER, INC.
- NOTES TO FINANCIAL STATEMENTS (Continued)
DECEMBER 31, 2_006_ o

Clearing Agl_;eements
All company customer transactxons are cleared on a fully disclosed basis through mdcpcndent

broker/dealers. - The clients pay these -broker/dealers various charges and fees for the clearing
services prov1dcd. All customer rclatcd balances are camed on the books of the clearmg agents. -

Cash and Cash Egmvalents ' :
For purposes of the statement of cash ﬂows, the Company consxdcrs all money markets and h]ghly

liquid debt msl:ruments thh a matunty of threc months or Icss to be cash eqmvalcnts

VOTE 2- : NET CAPITAL

As a broker dealer the Company is subject to the Secunucs and Exchangc Commxssmn 8
regulations and. operatmg guidelines, which require the Company 10 maintain a specified amount
of net capital as-defined, and a ratio ‘of aggregate indebtedness to net capital as derived, not
exceeding 15 to 1. The Company’s pet capital as computed under 15¢3-1, was $111,015 at
December 31, 2006 which exceeded required net capital’ of $5,000 by $106,015. The ratio of
aggregate mdcbtcdness 10 net caplta] at Dcccmbcr 31, 2006 was 50.5%. . - :

- NOTE 3- TAXES ON H\TCOME

Taxes on mcomf.; consist of the foIlo‘wmg: :

Federal -~ - Sae  Toul
Current 7 $16363 $ 4371 $ .. 20734 .
Deferred - = .. 825 © . - 182 1,007

Deferred income taxes arise from temporary differences resulting from income and expense items
reported for financial accounting and tax purposes in different periods. Deferred tax assets are -
recorded to reflect deductible temporary differences ‘and operating loss ca.rryforwards whzlc
dcferred tax habmncs are recordcd to. rcﬂcct taxable temporary defcrc.nces




| CLAYTON, LOWELL & CONGER, INC.
' NOTES TO FINANCIAL STATEMENTS (Continued)
DECEMBER 31, 2006

NOTE 4- ‘-CONCENTRA'TION OF CREDIT RISK

-The Company is cngaged in various tradmg and ‘brokerage activities with counterparucs In the
event counterparties. do not fulfill their obligations, the Company may be exposed to risk. The
risk of default depends on the credit worthiness of the counterparty or issuer of the instrument. It
is the Company’s policy to review, as necessary, the credit standmg of each counterparty with

wluch it conducts busmess

The Company 8 customcr secuntles activities are u'ansactcd on elthcr a cash or margin basis. In
margin Lransactlons Legent Clearing, the clearing broker/dealer, extends credit to the customer
subject to vanous regnlatory and internal margin requirements, collateralized by cash and
securities in the customer’s account. The Company is responsible for the failure of a customer to
comply with the terms of its margin agreement with Legent. ‘The Company is also responsible for- -

monitoring reqmred margin levels and collecting additional margin deposns when necessary to_ -‘f j B

‘ comply thh regulatory and Legent's mtemal margm requlremmts

NOTE 5- RELATED PARTY TRANSACTIONS

The Company leases office facilities from its owner on a month—to month basis at $1,900 per
+ month.- Rent expense was $52,740 for the year ended Deecmbcr 31,2006. No- amount was due to

this rclatcd party at Dcccmbcr 31, 2006.

During the year an affiliated company, Rldgcway & Congcr Inc. loancd the company $3,000o0na . |
short term bams As of December 31, 2006 this loan has not bccn repaxd A

- NOTE 6- CASH DEPOSITED WITH CLEARING ORGANIZATION

' The Company is reqmmd by Legent to mamtam an escrow acoount in the amount of $39,000. If
the agneement between the Company and Legent is tcrmmated for any reason, Legent may deduct g
from the escrow. account any amounts the Company owes chcnt due to failure to meet any of its - -

obhgatxons under the agreement.

NOTE 7- : PAYABLE TO BANK

The Company has a line of credit with the bank at an annua] mterest rate of 11.75% and a balance -
_outstandmg as of Deccmber 31,2006 of $19,380. L o




CLAYTON, LOWELL & CONGER, INC.

 SUPPLEMENTARY SCHEDULES

FOR THE YEAR ENDED DECEMBER 31, 2006
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CLAYTON, LOWELL CONGER. INC. -
il | ' ' SCHEDULEI

COMPUTATION OF AGGREGATE INDEBTEDNESS AND NET CAPITAL

PURSUANT TO RULE 15¢3-1

DECEMBER 31, 2006

Total ownership equity from statcmmt o_f financial condition

Total nonallowable ass.ets from stgt'c..m_ent of financial conditi('_n": |
’ Net cépital-bcfore baircuts on seczmues posiﬁom

Haircuts 69 sécﬁrities ' |

ﬁét capital

_ Aggregate indebtedness: -
Total A.L habxlmes ﬁ'orn statemcnt of financial condition

) Tota.l aggregate indebtt_:dness :
Percentage of aggt'egafb indebtedness to net capital

- Computanon of basic net capltal reqmrement.
memum net capltal rcqmrcd (6-2/'3% of AL)

Mmmmm dollar net caplta] rcqmrcment of repomng broker or dealer
o th capital rcguircmc_nt L

Excess net capital o

s 47510

(359407)
o 115776
$_ (4,7.6;),

$ 111,015
$ 56,017
———eree—

50.5%

$ 3734

$ - 5000

e ————

$ 5000
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SCHEDULE II

CLAYTON LOWELL & CONGER, INC.

o INFORMATION RELATING TO POSSESSION OR CONTROL
- REQUIREMENTS UNDER RULE 1533 | -

_ DECEMBER 31 2006

The Company had no items rcportable as customers” fully paid secunnes (L not in the -

' Company s possession or control as of the audit date (for which . instructions to reduce’ to. -
possession or control had been issued as of the audit date) but for which the required action was -
not taken by the Company within the time frames specified under Rule 15¢3-3 or (2) for which"
instructions to reduce to possession or control had not hecn issued as of the audit date, excluding = - .
items arising from ‘temporary lags Wthh result fmm nonnal busmcss opcrat:lons" as permmed' S
undchule 15¢3-3. R _ e




SCHEDULE III
CLAYTON ’ LOWELL & CON GER, lN C

SCHEDULE oF SEGREGATION REQUIREMENTS AND FUNDS
" - INSEGREGATION FOR CUSTOMERS’ REGULATED -
COMMODITY FUTURES AND OPTION ACCOUNTS

DECEMBER 31, 2006 :

'-'-r.

The Company clmms cxcmpuon ﬁom the scgreganon rcquxrcments of the Commodities. Futurcs' o
Act since it has no oommodlty customers a8 the tann is deﬁned in chulatmn 1.3(k). -
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BRACE & SUSSMAN, PLLC

12 PARMENTER ROAD

LONDONDERRT NH 03033 . . TEL. 30X 43710

Independent Auditor’s Report on Intemal
Control Structnre Required by SEC Rule 17a-5

. Board of bireciors ,
- Clayton, Lowell & Conger Inc.

In planning and performing our audit of the financial statements and supplemental schedules of
- Clayton, Lowell & Conger, Inc., (the Company) for the year ended December 31, 2006, we
. considered its internal control, including control activities for safcguardmg securities, in order to

 determine our auditing procedures for.the purpose of exprcssmg our opmmu on the finanma]‘

statements and not to provide assurance on mtemal control.

: Also, as required by rule 17a-5(g)(1) of'thg'Spcuntlcs and Exchange Commission (SEC), we have
smade a study of the practices and procedures followed by the Company including tests of such
practices and procedures that we considered Televant to the objectives stated in rule 17a-5(g) in
making the periodic computations of aggregate indebtedness and net capital under rule 17a- -
'3(a)(11) and for determining compliance with the exemptive provisions of rule 15¢3-3. Because ..
‘the Company does not carry securities accounts for customers or perform custodial functions
- relating to customer securities, we did not rewew the pracnces and procedures followed by the

: 'Company in any of the following:

l Makmg quarterly securities exammatmns counts venﬁcanons and comparisons

T2 Rccorda.tlon of differences rcqmmd by mlc 17a-13.

3. Complymg with the reqmremcnts for prompt payment for securities under Section 8-of
Federa! Reserve Regulation T of the Board of Governors of the Fede.ral Reserve Systmn.

. . The management of the Company is responslble for establishing and mamtammg internal control
"-and the practices and procedures referred.to in the preceding paragraph. In fulfilling this
. Tesponsibility, estimates and judgments by 1management are required to .assess the cxpccted
; . benefits -and related. costs of controls and of the practices and procédures referred to in the
. preseding paragraph and to assess whether those practices and procedures can be expected to
. achieve the SEC’s above-mentioned objectives. Two of the objectives of internal control and the
,‘practxces 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 use or disposition and that transactions are executed in accordance with
. management’s authorization and recorded properly to permit preparation of financial statements in
_conformity with generally accepted accounting principles. = Rule 17a-5(g) lists additional

© . objectives of the practices and procedures listed in the preceding paragraph.

10

FAX (90X 427-2575




~Becausc of inherent limitations in intermal control or thc pract:ces 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
-condmons or that the effectiveness of thcu' desxgn and operauon may detericrate. _

Our cons:deranon of ipternal control would not necessanly disclose all matters in mtemal contml

 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 components does. not reduce to a relatively low level the

- risk that exror or fraud 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 control activities for safcguardmg secunucs that we cons:dcr to bc material
. 'weakness as defined above L. L . .

- Wc undemtand that pracnccs and proccdures tbat accomphsh the ObjCCU.VCS mfened to in thc
- 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 accomplish such objectives in all material respects indicate a material
- inadequacy for such purposes. Based on this understanding and on our study, we believe that the
Company’s practices and proccdumi were adcquate at December 31, 2006, to meet thc SEC‘ :

: ob_]ectwes

‘ -Thxs report is ‘intended solely for the mformatlon and use of the Board of Directors, managent,
the -Securities and Exchange Commxssmn the National Association of Securities Dealers
- Regulation, Inc. and other regulatory agencics that rely on Rule 172-5(g) under the- ‘Securities

. ‘Exchange Act of 1934 in their regulation of rchsten'ed brokers and dealers, and i is not mtended to

be and should oot be used by anyone other than. thcsc spcmficd parncs _

Brace & Sussman, PLLC ~ .~ . . : S

* .Certified Public Accountants
.Londonderry, New Hampshire .
Febniary 26,2007 - _

BRACE & SUSSMAN , PLLC




