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

{g) Computation of Nct Capital. e

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

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

G) 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 Reconcilidtion between the audited and unaudited Statements of Fmanc:al Condition with respect to methods of
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ll CORNICK, GARBER & SANDLER, LLP

Certified Public Accountants

Independent Auditors’ Report

Board of Directors . K o : . o
J.H. Lllllan Securities Corp. L ‘ . ‘ : ' o

“We have audited the accompanying statement of financial condition of JH. LILLIAN
SECURITIES CORP. as at December 31, 2006 and the related statements of income, changes |
in stockholder's 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 oplnlon on
these financial statements based on our audit. : '

We conducted our audit in accordance with generally accepted auditing standards in the

" United States. 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
presentation. We believe that our audit prowdes a reasonable basis for our oplmon '

In our opinion, the fmancral statements referred to above present fairly, ‘in all’ mater:al
respects, the financial position of J.H. Lillian Securities Corp. as at December 31, 2006, and the .
results of its operations and its cash flows for the year then ended in conformity with generally '
accepted accounting principles in the United States.

Our audit was conducted for the purpose of forming an opinion on the basic financial -
statements taken as a whole. The information contained in 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 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 all materlal respects in relation to the
basic financial statements taken as a whole

CERTIFIED PUBLIC ACCOUNTANTS

New York, New York
February 21, 2007

-2- - X A . :‘ ) . I

825 Third Avenue New York, NY 100229524 212 567-3900 Fax 212_557-'3936 : o : ,
50 Charles Lindbergh Boulevard Uniondale, NY 11553-3600 516 542-9030 Fax 516 542-9035 ) S i



CORNICK, GARBER & SANDLER, LLP '

. Certified Public Accountants ' _ ' .

JH. LILLIAN SECURITIES CORP.
o . STATEMENT OF FINANCIAL CONDITION

' AS AT DECEMBER 31, 2006

ASSETS

Cash aﬁd cash ecjuivalen_ts‘
LIABILITIES

Accrued expenses and taxes
Due to officer

¥

STOCKHOLDER'S EQUITY -

' Capital stock, no par value; authorized 200
_shares; issued and outstanding 10 shares at stated value
Additional paid-in capital '
(Deficit)

. Total stockholder’s equity
TOTAL

-3-

The notes to financial statements are made a part hereof.

$ . 17,424

$ 3900

, 990 -
4,890
7,000
13,443
(7,909)
12,534

'$ 17,424



¢ CoRNICK, GARBER & SANDLER, LLP

" Certified Public Accountants * ’

STATEMENT OF IN'COME;-'

FOR THE YEAR ENDED DECEMBER 31, 2006

o

Dividend income - money market fund
Expenses:
Dues and fees
_Accounting
Other
‘ (Loss) before income ta:uces,
‘Income taxes

NET (LOSS)

J.H. LILLIAN SECURITIES CORP.

The notes to financial statements are made a part hereof.

4-

. 193
. 522
. 3,600 .
685 4,807
(4,614)
400
$ (5,014)



CoRnICK, GARBER & SANDLER, LLP -
Certified Public Accountants ’ .
J.H, LILLIAN SECURITIES CORP.

STATEMENT OF CHANGES IN STOCKHOLDER'S EQU_ITY :

-FOR THE YEAR ENDED DECEMBER 31, 2006

Additional : Total

Common Stock . Paid-in - ‘Stockholder's

Shares Amount Capital (Deficit) _ -Equity.. .

Balance - January 1,2006 10§ 7,000 $13443. § (2895 § . 17,548

Net (loss) ' o B : (5,014) (5,014)
'Balaﬁce-Decembef31.2006 | 10 § 700 § 1<3,443 $ (7,909 § 12,534E

The notes tc:> financial statements are made a part hereof. . .
. -5- - .



CORNICK, GARBER & SANDLER, LLP

" Certified Public Accountants

J.H. LILLIAN SECURITIES CORP.
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2006

INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

Cash flows from operating activities:
Net (loss)

. Adjustmenté to reconcile results of operations to
-net cash effect of operating activities: :
Accrued expenses
New York City taxes payable
Net cash used for operating éctiviiies" :
NET DECREASE IN CASH AND CASH EQUIVALENTS
Cash and cash equivélents - Jén_uary 1, 2006

_ CASH AND CASH EQUIVAL_ENTS - DECEMBER 31, 2006

Supplemental disclosure of cash paid during the year
for income taxes

The notes to fi nancral statements are made a part hereof.

6-

$

$

(5,014) f

660

300

. (4',054)

(4,054)

21,478

17,424

100



COHNICK (3ARBER & SANDLER LLP

Certified Public Accountants

NOTE A -

J.H. LILLIAN SECURITIES CORP.
" NOTES TO FINANCIAL STATEMENTS

AS AT DECEMBER 31, 2006

Principal Business Activity and Summary of Siqniﬁcant Accounting Policies

~ J.H. Lillian Securities Corp.is a registeréd'bfoker—dealer of securities. The Company

operates on the premises of a related entity under common ownership and receives |

certain additional administrative support from the related entity, for which no charges

~.are made to the Company.

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 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

frorn those estimates.

NOTE B -

NOTE C -

Net Capital Requirements

The COmpahy is subject to the Securities and Exchange Commission Uniform Net °

Capital (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.. At December 31, 2006, the Company had net capital of
$12,449, which was $7,449 in excess of the net required minimum capital of $5,000.

The ratio of aggregate mdebtedness to net capital- was .39 to 1 at December 31,.

2006.

Cash and Cash Equivalents

Cash and cash equivalents on the statement of financial condition are comprised of ,

a commercial bank account and a money market fund checking account.

Due to Officer

'NOTED -

The Company’s greeident and sole stockholder has made payhents on the

Company's behalf from another company he owns. These payments are shown as |
"due to officer" on the balance sheet, are due on demand and are noninterest |

bearing.

. (Continued)



CORNICK GAHBER & SANDLER LLP

Certmed Public Accauntants

S J.H. LILLIAN SECURITIES CORP.
NOTES TO FINANCIAL STATEMENTS
. AS AT DECEMBER 31, 2006 |
2

NOTE E - Income Taxes

For federal and state income tax purposes the- Company has elected to be treated
[in the. same manner as a partnership under the provisions of Subchapter S of the

. " Internal Revenue Code. Under this election, the Company's profits and losses are’
1 reported on the personal income tax return of the stockholder and any income taxes

thereon are payable by him. State mlnlmum tax and city income tax are payable by
the Company - _
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SUPPLEMENTARY SCHEDULE -



COHNICK GARBER & SANDLER LLP o

Certified Public Accountanls _ .
SCHEDULE 1
J.H. LILLIAN SECURITIES CORP.

COMPUTATION OF NET CAPITAL UNDER RULE =
15¢3-1 OF THE SECURITIES AND EXCHANGE COMMISSION

AS AT DECEMBER 31, 2006

o
Net Capital:

Capital stock $ 7,000 ;
Additional patd in capltal 13,443
(Def|C|t) - {(7,909)
Total stockholders equity quallf'ed for net capltal - ‘.
. before halrcuts on securltles position ‘ 12,534
. Le‘fss: Haircuts on money market fund ; ' (85)
© Net capital 12,449
Minimum net capital required 5,000
| . Excess net capital $ 7,449
Capital Ratlo: .
Aggregate mdebtedness to net capltal L9101

: Reconcnhatlon with Company s computatlon (uicluded
“in Part 1] of Form X-17A-5 as of December 31, 2006)

The Company does not carry any customer accounts and is exempt from. Secuntles and
. Exchange Rule 15c3-3 under paragraph K(2)(1) because it does not hotd funds or securities for,

or owe money or secuntles to, its customers.

Net capital, as reported in Company ] Part II

(unaudited) FOCUS Report - $12,749
Au,dlt adJustments to record accrued taxes payable 300
i Net capital as per aboye - $12,449 ‘

: ."10'



CORNICK, GARBER & SANDLER, LLP

. Certitied Public Accountants

Board of Directors . .

- J.H. Lillian Securities Corp.
205 Lexington Avenue - 7" Floor
New York, New York 10016

In planning and performing our audit of the financial statements and supplemental "'

‘schedules of J.H. Lillian Securities Corp. (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 assurance on the internal. control structure

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Comrnission_:

(SEC), we have made a study of the practices and procedures followed by the- Company,
including tests ‘of such practices and procedures that we considered relevant to the objectives
stated in Rule 17a-5(g) in making the periodic computations of aggregate indebtedness (or

aggregate debits) 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 carmry securities
accounts for customers or perform custodial functions relating to customer securities, we did not
review the practices and procedures followed by the Company in any of the following:

1. Makmg quarterly securities exarnmatrons, counts, verlﬁqatlons and comparisons |
2. Recordation of differences required by Rule 17a-13
3. Complyihg with the reqrjirements for prompt payment for securities under Section 8
of Federal Reserve Regulation T of the Board of Governors of the Federal Reserve
- System. . .
" The rnanagement of the C_ompanylis 'responéible for establishing and maintaining an

internal control structure and the practices and procedures referred to in the preceding
paragraph. In fulfiliing 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 practices 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 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 use or
disposition and that transactions are executed in accordance with management's authorization
and recorded properly to permit preparation of financial statements in accordance with generally
accepted accounting principles. Rule 17a-5(g) lists additional ‘objectives of the practices and
procedures listed in the precedlng paragraph

11-

825 Thlrd Avenue New York, NY 10022- 9524 212 557-3900 Fax 212 557-3936 :
50 Charles Lrndbergh Boulevard Umondale NY 11553-3600 516 542-9030 Fax 516 542- 9035
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Board of Directors
 J.H. Lillian Securities Corp.

Page Twe

Because of inherent limitations in any internal contro! 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 periods is subject to the risk that they may become
inadequate because of changes in conditions or that the effectiveness of their. desrgn and
operatlon may deteriorate. .

A control defi iciency exists when the design of operation of a oontrol does not allow
management or employees, in the normal course of performing ‘their assigned . functions, to .
prevent or detect misstatements on a timely basis. A significant deficiency is a control deficiency,
onf combination of- control deficiencies, that adversely affects the entity’s ability to initiate,
authorize, record, process, or report financial data reliably in accordance with generally accepted

accounting principles such that there is more than a-remote likelihood that a misstatement of the

entity’s financial statements that is more than inconsequential will not be prevented or detected
by the entity’s internal control.

A material weakness- is a significant deficiency, or combination of significant

~ deficiencies, that results in more than a remote likelihood that a material misstatement of the

financial statements will not be prevented or detected by the entity's internal control.

Our consideration of intemal control was for the limited purpose described in the first
and second paragraphs and would not necessarily identify all deficiencies in internal control that

“might be material weaknesses. We did not identify any deficiencies in internal control and control

activities for safeguard:ng secuntles that we consider to-be matenal weaknesses, as defined
above.

We understand that practices and procedures that accomplish 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 accomplish such objectives in all material respects
indicate a materia! inadequacy for such purposes. Based on this understanding and on our
study, we believe that the Company's practices and procedures, as described in the second
paragraph of this report, were adequate at December 31, 2006 to meet the SEC's objectives. '

This repbrt its -i'ntended solely for the use of the Board of Directors, management, the

- SEC, 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 should not be used by

anyone other than these specified part:es
| Cm&%..&.w So90. e

CERTIFIED PUBLIC ACCOUNTANTS

New York, New York
February 21, 2007




