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Adamson, Hood & Company, PC

Certified Public Accountants
10500 Northwest Frwy., Suite 224

Houston, Texas 77092
Tel. (713) 956-6266
Email: adamsenhood.com

To the Board of Directors
Clinger & Co,, Inc.
Houston, Texas

We have audited the accompanying balance sheet of Clinger & Co., Inc. (a Texas corporation) as
of December 31, 2006 and the related statements of income, changes in partners’ equity and cash
flow for the year then ended that you are filing pursuant to rule 17a-5 under the Securities
Exchange Act of 1934. These financial statements and the supplemental schedules referred to
below are the responsibility of the Company’s management. Qur responsibility is to express an
opinion on these financial statements and schedules 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
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 provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Clinger & Co., 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 made for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in the accompanying Schedules I and II is
presented for the purpose 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 and
Exchange Commission. The supplemental schedules have been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, are fairly
stated, in all materal respects 1n relation to the basic financial statements taken as a whole.

Houston, Texas
March 15, 2007




CLINGER & CO., INC.
BALANCE SHEET
December 31, 2006

ASSETS
CURRENT ASSETS

Cash and cash equivalents (Note 1)

Accounts receivable from brokers and dealers (Note 1)

Total Current Assets

OTHER ASSETS (Note 2)
TOTAL ASSETS

LIABILITIES & STOCKHOLDER'S EQUITY

CURRENT LIABILITIES

Accounts payable

Payroll taxes payable

Federal income tax (Note 3)
Total current liabilities

STOCKHOLDER'S EQUITY

Common stock, $1 par value,
50,000 shares authorized
1,000 issued and outstanding
Additional paid-in capital
Retained earnings
Net unrealized loss on investments (Note 2)
TOTAL LIABILITIES AND STOCKHOLDER'S EQUITY

$

$

]
o)
o
o

10,375
2,038
12,413

12,501

24,914

4,390
99

1,028

5,517

1,000

28,916
(469)

(10,050)
24,914

The accompanying notes are an integral part of these financial statemnents.
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CLINGER & CO., INC.
STATEMENT OF INCOME
December 31, 2006
2000
REVENUE
® Commissions $ 105,718
EXPENSES
Salaries-officers 3,661
Salaries-employees 1,551
Commissions 13,851
Other operating expenses 87,440
Total Expenses 106,503
e Net income before taxes (785)
Provision for income taxes 1,028
Net income $  (1,813)
®
®

The accompanying notes are an integral part of these financial statements,
3




CLINGER & CO., INC.
STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY
Year Ended December 31, 2000

Additional Unrealized Retained

Common Paid-In (Loss) on Earnings
Stock Capital Investments  (Deficit} Total
Balance - December 31,2005 $ 1,000 $ 28916 $ (11,373) § 1,344 § 19,887
Net Gain - 2006 (1,813) (1,813)
Change in market value
of investments 2006 1,323 1,323
Balance - December 31,2006 $ 1,000 $ 280916 $ (10,050) § (469 § 19,397

The accompanying notes are an integral part of these financial statements.
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CLINGER & CO., INC.
STATEMENT OF CASH FLOW
December 31, 2006

2006
° Cash flows from operating activities:
" Net income $ (1,813)
Adjustments to reconcile net income
to net cash provided by operating activities:
Increase in accounts receivable (236)
Increase 1n accounts payable 4,120
Decrease in taxes payable (122)
Total adjustments 3,762
® Net cash provided by operating activities 1,949
Net increase in cash 1,949
Cash and cash equivalents, beginning of year 8,426

Cash and cash equivalents, end of year $ 10,375

The accompanying notes are an integral part of these financial statements.
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1.

CLINGER & CO., INC.

NOTES TO FINANCIAL STATEMENTS
(See Independent Auditor’s Report)

Summary of Significant Accounting Policies and Business Activity

Nature of Business

Clinger & Co., Inc. 1s a Texas corporation registered as a broker-dealer under the Securities
Exchange Act of 1934 and a member of the National Association of Securities Dealers, Inc. The
Company’s revenues are primarily from commissions earmned from various mutual funds. The
Company’s accounts receivable are from brokers and dealings in securities. Consequently, the
Company’s ability to collect the amounts is affected by economic fluctuations in the securities
industry.

The following 1s a summary of the Copmany’s significant accounting policies:

2.

a)

b)

For purposes of the statement of cash flows, cash includes cash on hand, bank checking,
money market mutual fund accounts, short-term debt instruments with a maturity of three
months or less.

In the opinion of management, no material losses will be realized in the collection of
receivables; therefore, no allowance for doubtful receivables has been provided.

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America 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. It is at least
reasonably possible that the significant estimates used will change within the year.

Investments

Investments consist of securities and gold coins stated at fair market value. Changes in market
values are reflected as unrealized gains or losses directly to stockholder’s equity and accordingly,
have no effect on net income. A declinein the value of an investment below carrying value that
ts considered to be other than temporary is recorded as a realized loss in the statement of income.




3. Federal Income Tax

The Company’s provision for income taxes differs from statutory rates primarily as a result of
statutory limitation of deductibility of certain expenses under the Internal Revenue Code and tax
rates used to determine tax assets and liabilities. Deferred income taxes result from timing
differences in the recognition of revenue and expense for tax and financial statement purposes.
The Company did not have any deferred incomet taxes as of December 31, 2006.

The Company’s provision for income taxes consists of the following:
Current:
Federal income taxes payable $1,028
State -0-

3, Profit Sharing Plan

The Company has a profit-sharing plan that covers all full time employees. The Company made
no contributions to the plan for 2006.

4, Minimum Capital Requirements

The Company is subject to the Securities and Exchange Commission’s Uniform Net Capital Rule
(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. Retained
earnings may be restricted as to payment of dividends if this ratio exceeds 10 to 1. At December
31, 2006 the Company had net capital of $16,664, which exceeded its required net capital of
$5,000 by $11,664. Withdrawals of equity capital are restricted from causing the Company’s net
capital to be less than $6,000. There were no material differences between net capital as
reflected in the Company’s FOCUS Report for the quarter ended December 31, 2006 and the net
capital computation as shown in supplemntary Schedule I — Computation of Net Capital.
Additionally, there were no liabilities subordinated to the claims of general creditors during
2006.
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CLINGER & CO., INC. Schedule |
Computation of Net Capital Under Rule 15¢3-1 of the
Securities and Exchange Commission
December 31, 2006

Net Capital:
Total stockholder's equity $ 19,397
® . Less nonallowable assels:
Fees receivable under Rule 12b-1 and other
mutual fund concessions receivable 983
Net capital before haircuts on ‘
securities positions 18,414
Haircuts on securities - other securities 1,750
Netcapital $ 16,664
®
Net capital requirement $ 5,000
Net capital in excess of required amount 11,664
Net capital $ 16,664
Aggregate indebtedness 5,517
Ratio of aggregate indebtedness to net capital 331101
@ Reconciliation with Company's computation (included in
Part It of Form X-17A-5) as of December 31, 2006:
Net capital, as reported in Company's
Part |l {Unaudited) FOCUS report 21,364
Nonallowable assets erroneously reported as allowable:
Fees receivable under Rule 12b-1 and other mutual
fund concessions receivable (983)
Audit adjustments - net §3,717!
Net capital $ 16,664
e

The accompanying notes are an integral part of these financial statements.
9




Scheduel 11
CLINGER & CO., INC.

Information Relating to the Possession or Control
Requirements under Rule 15¢3-3

December 31, 2006

The Company is exempt from the reserve requirements and the related computations for the
determination thereof under paragraph (k)(2)(i) of Rule 15¢3-3 under the Securities Exchange
Act of 1934 as the Company carries no margin accounts, promptly transmits all customer funds
and delivers all securities received in connection with its activities as a broker or dealer, does not
otherwise hold funds or securities for, or owe money or securities to customers.

As of and for the yvear ended December 31, 2006, the Company has maintained its compliance
with the conditions for exemption specified in paragraph (k)(2)(i) or Rule 15¢3-3.
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