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REPORT OF INDEPENDENT AUDITORS

The Stockholders
Goldsher Investment Company, Inc.

o We have audited the accompanying statement of financial condition of Goldsher Investment Company,
Inc. as of December 31, 2006, and the related statements of income, changes in stockholders’ equity and
cash flows, for the year then ended. 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.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reascnable 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

P 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 provides a
reasonable basis for our opinion. ‘

In our opimion, the financial statements referred to above present fairly, in all material respects, the
financial position of Goldsher Investment Company, Inc. as of December 31, 2006, and the results of its
operations and its cash flows for the year then ended, in conformity with accounting principles generally
accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken
as a whole. The accompanying additional information on page 10 is presented for purposes of

9 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 and Exchange Act of 1934. Such additional
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 material respects in relation to the basic financial
statements taken as a whole.

L
W A C@W\_\_?
WEISS & COMPANY LLP
® Glenview, Illinois
February 23, 2007
I
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GOLDSHER INVESTMENT COMPANY, INC.

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2006
ASSETS

Cash $ 2,484
Due from broker 35,617
Securities owned, at market value:

Trading 4,270,587

CHX Holdings 38,000
Other assets 54,706
Total assets $ 4,401,394

LIABILITIES AND STOCKHOLDERS' EQUITY

Liabilities:
Securities sold but not yet purchased, at market value $ 2,205,554
Accrued expenses 267
Total liabilities 2,205,821

Stockholders' equity:
Common stock - no par value; 1,000 shares

authorized, 750 shares issued and outstanding 1,000
Paid-in capital 1,819,296
Retained earnings 375,277

Total stockholders' equity 2,195,573
Total liabilities and stockholders' equity $ 4,401,394

The accompanying notes are an integral part of these financial statements.
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GOLDSHER INVESTMENT COMPANY, INC.
STATEMENT OF INCOME

FOR THE YEAR ENDED DECEMBER 31, 2006

Revenue:

Investment gains $
48,875

Interest and dividend income
Total revenue

Expenses:
Employee compensation
Consulting expense
Interest expense
Brokerage fees
Computer expense
Other operating expenses

Total expenses

The accompanying notes are an integral part of these financial statements.
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272,933

321,808

63,158

9,653
70,829
44,489
25,764

58,498
272,391

Net income $ 49,417




GOLDSHER INVESTMENT COMPANY, INC.
STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY

FOR THE YEAR ENDED DECEMBER 31, 2006

Common Paid in Retained
Stock Capital Earnings Total
Balance, December 31, 2005 $ 1,000 $ 1,849,296 $ 325,860 $ 2,176,156
Net income for the year - - 49,417 49,417
Return of paid in capital - (30,000) - (30,000)
Balance, December 31, 2006 $ 1,000 $ 1,819,296 $ 375,277 $ 2,195,573

The accompanying notes are an integral part of these financial statements.
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GOLDSHER INVESTMENT COMPANY, INC.
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2006

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cash
provided by operating activities:

Increase in other assets
Decrease in securities owned
Increase in due from broker
Decrease 1n due to broker
Decrease in securities sold but not yet purchased
Decrease in accrued expenses

Net cash provided by operating activities

Cash flows from financing activities:
Return of paid in capital

Net decrease in cash

Cash - beginning of year

Cash - end of year

Supplemental disclosure of cash flow information:

Income taxes refunded
Interest paid

$ 49,417

(2,775)
4,540,012
(35,617)
(4,340,528)
(181,150)

(1,066)

28,293

(30,000)
(1,707)
4,191

3 2,484

$ (1,121)
$ 70,829

The accompanying notes are an integral part of these financial statements.
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GOLDSHER INVESTMENT COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS

o DECEMBER 31, 2006

Note 1 - Nature of Business and Summary of Significant Accounting Policies

o
Nature of Business
Goldsher Investment Company, Inc. (an Illinois "S" corporation) is a broker-dealer
registered with the Securities and Exchange Commission and is a member of the Chicago
Stock Exchange. The Company trades securities for its own account.

o

Marketable Securities - Investment in CHX Holdings

This security has been classified as available for sale and is stated at fair value, (which

approximates cost). Unrealized holding gains and losses are included as a component of

shareholder’s equity until realized. Changes in unrealized holding gain and losses are
L] included in comprehensive income. Realized gains and losses are included in other income or

expense. The cost of securities sold is based on the specific identification method.

Securities Transactions

Proprietary securities transactions in regular-way trades are recorded on the trade date, as if
1 they had settled. Profit and loss arising from all securities and commodities transactions

entered into for the account and risk of the company are recorded on a trade date basis.

Amounts receivable and payable for securities transactions that have not reached their
contractual settlement date are recorded net on the statement of financial condition.

Marketable securities are valued at market value. The resulting difference between cost and
market (or fair value) is included in income.

Commissions
Commissions and related clearing expenses are recorded on a trade-date basis as securities
transactions occur.

Income Taxes

The Company, with the consent of its stockholders, has elected under the Internal Revenue
Code to be treated as an S Corporation for federal income tax reporting purposes. In lieu of
corporation federal income taxes, the stockholders of an S Corporation are taxed on their
proportionate share of the Company’s taxable income. Therefore, no provision or liability
for federal income taxes has been included in the financial statements. The Company is
liable for state replacement income tax.




GOLDSHER INVESTMENT COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS

o DECEMBER 31, 2006

Note 1 - Nature of Business and Summary of Significant Accounting Policies (Continued)

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
o of the financial statements and the reported amounts of revenues and expenses during the

reporting periods. Actual results could differ from those estimates.

Financial Instruments

The Company has sold securities that it does not currently own and will therefore be obligated
] to purchase such securities at a future date. The Company has recorded these obligations in

the financial statements at December 31, 2006, at market values of the related securities and

will incur a loss if the market value of the securities increases subsequent to December 31,

2006.

o Concentrations of Credit Risk

The Company is engaged in various trading and brokerage activities in which counterparties
primarily include broker-dealers, banks, and other financial institutions. In the event
counterparties do not fulfill their obligations, the Company may be exposed to risk. The risk
of default depends on the creditworthiness of the counterparty or issuer of the instrument. It is
the Company’s policy to review, as necessary, the credit standing of each counterparty.

Note 2 - Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital
Rule, 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 $1,166,700 and required net capital of $100,000.
The Company’s net cap ital ratio was .0002 to 1.




GOLDSHER INVESTMENT COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS

o DECEMBER 31, 2006

Note 3 - Securities Owned and Sold But Not Yet Purchased

o
Marketable securities owned and sold but not yet purchased consist of trading securities at
quoted market values as follows:
Sold But Not
0 Owned Yet Purchased
Corporate stocks $ 3,612,302 $ 1,668,229
Corporate bonds, debentures and notes 29,000 -
° Options 629,285 537,325
$ 4,270,587 $ 2,205,554
® Note 4 — Employees’ Profit Sharing Plan
The Company sponsors a profit sharing plan for the benefit of all eligible employees. The
contributions to the plan are made at the discretion of the Board of Directors. The Company
did not make a contribution for 2006.
o

Note 5 - Other Assets

The Company has a Joint Back Office (JBO) Clearing Agreement with Sage Clearing. The
® agreement allows JBO participants to receive favorable margin treatment as compared to the
full customer margin requirements of Regulation T.




GOLDSHER INVESTMENT COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS

o DECEMBER 31, 2006

Note 6 - Commitments
The Company leases office space under an operating lease expiring in February, 2008. The
lease provides for a base rent of $21,000 per year payable in equal monthly instaliments. In

addition to the base rent, the Company is liable for real estate taxes.

o Rent expense, including real estate taxes, for the year ended December 31, 2006 was
$20,154.

Future minimum commitments under this lease are as follows:

o Years Ending
December 31,

2007 Y 21,000
2008 4,000
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE RKREPORT

PART IIA
SROKER OR DEALER: Goldsher Investrnen! Company Ine, as o December 31, 2008 l
PN CONPUTATION OF NET CAPITAL
1. Total ownership equity from Staternent of Financial Condltion $ 2,195,572 | _Wﬂ
2 Deduct ownership equity not aliowable for nst capital o [2es0
3. Tatal pwnership equity quaiified for Net caplial 2,195,572 | I500 [
4. Adgd:
o A~ Liabiltiee subordirnated to claims of general cradifors aliowable in computation In net capltat 0 | 2820
B, Other (decuctisns) or allowable credits {List) D | 8528
5. Total capital and allowable subordinated liabiiies . 2,185,572 | 3530 |

5. Deductions and/or ::harges
A. Taotel non-gliowabla assets from Starsment of Finznoial

Condition Notes 8 and C) 5 82,708 | 3540
@ 5. Secursd demand note deficlency : v | zse0
C. Commodity futures contracts and spot commod!hes
propristery capitsl chamges D { 3800
0. Other dad\‘mﬂiuns and/or charges V] b1 1v] (82,705) I 3520 I
7. Other addilions and/or allowabla oredits (Lis?) ’ o [ss20
8. Net Capltal before haircuts on securities positions 2,152 _B&S | 3640 I
.:1. Haircuts on securities: (computed, where abpli:abla. pursuant 1o 15e3-1(f):
A, Coniractual securities commitments $ D | sBD
5. Syubordinated securities borrowings 0 | 3s70
C. Trading and investment securities:
1. Bxempted securlties 0 | 3785
2. Debt socurllies [*] a7z
o 3. Optons o | ario
4. Other securities §73,530 | 3734
o, Undus concentration’ 82,636 | 3850
E. Other (list) o [ 27ae (238,188) 3740 ]
10. Net Capital § 1,965,700 [ 3780
@
o
®
®
®
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Independent Aunditors' Supplementary
PN Report on Internal Control

The Stockholders
Goldsher Investment Company, Inc.

o In planning and performing our audit of the financial statements and supplemental schedule of Goldsher
Investment Company, Inc. (the Company), for the year ended December 31, 2006, we considered its
internal control, including control activities 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 internal control.

Also, as required by rule 17a-5(g) (1) of the Securities and Exchange Commission (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 172-5(g) in making the periodic
computations of aggregate indebtedness and net capital under Rule 17a-3(a) (11) and for determining

o 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 review the practices and procedures followed by the Company in any of the following:

1. Making 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 Govemnors of the Federal Reserve System.

The management of the Company is responsible for establishing and maintaining 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 can 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 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 accordance with generally accepted accounting principles. Rule 17a-5(g) lists
o additional objectives of the practices and procedures listed in the preceding paragraph.

11

o ) MEMBERS
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS = ILLINOIS GPA SOCIETY

AICPA DIVISION OF CPA FIRMS * PRIVATE COMPANY PRACTICE SECTION




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.

Our consideration of internal control would not necessarily disclose all matters in internal control 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 error or fraud in
amounts that would be material in relation to the financial statements being andited 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
safeguarding securities that we consider to be material 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 material inadequacy for such purposes.
Based on this understanding 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 stockholders, management, the SEC, the
National Association of Securities Dealers, 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 parties.

WEISS & COMPANY LLP

Glenview, Illinois
February 23, 2007

END
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