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JOHN MCKENNA!

OATH OR AFFIRMATION

, swear {or affirm) that, to

|

the best of

my knowledge and belief the accompanymg financial statement and supportmg schedules pertaining to the firm of

HAMTLTON CLAR.K & CO.

D, as

of

DECEMBER 31, , 2006 , are true and correct. I further swear (or|

affirm') that

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

classified solely as that of a customer, except as follows:
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Notary Public &K ol , 3 plolo 53_-:““? NIRRT
! NN e AAE
This report ** contains (check all applicable boxes): : =ity ==
8 (a) Facing Page. L ,.'E}tﬁ-{__:?
@ (b) Statement of Financial Condition. ST Nt AE
@ (c) Statement of Income tLoss) . -~"f\f},-5“\\:\\$
@ (d) Statement of Changes in Financial Condition. A
: (e) Statement of Changes in Stockholders® Equity or Partners’ or Sole Proprietors’ Capital. ‘
(K- () Statement ofChangcs in Liabilities Subordinated to Claims of Creditors. i
Bl (g) Computation of Net Capital. . }
& {(h) Computation for Determmatlon of Reserve Requlrcments Pursuant to Rule 15¢3-3. :
El (i) Information Relating 1o the Possession or Control Requirements Under Rule 15¢3-3. ‘1
& () AReconciliation, mcludmg appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 andthe
- Computation for Detcrrnmatlon of the Reserve Requirements Under Exhibit A of Rule 15¢3-3. ‘
[0 (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation. ]‘
(1) An Oath or Affirmation. i
B (m) A copy of the SIPC Supp]cmental Report. ‘
B (n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previo:.ls audit.

**For conditions of conﬁdential treatment of certain portions of this filing, see section 240.17a-5(ej(3).

(1) SEE NOTE 4 INCLUDED IN NOTES TO FINANCIAL STATEMENTS.
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WEAVER INDEPENDENT AUDITOR'S REPORT
—aOEn——
TIDWELL i

LLP To the Board of Directors and

Stockholder of Hamilton Clark & Co.
CERTIFIED PUBLIC '
ACCOUNTANTS

AND CONSULTANTS 1 '

We have audited the accompanying: statement of financial condition of Hamllton
Clark & Co. (a Delaware corporation) (the Company) as of December 31 /2006, and
the retated 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
Securttles Exchange Act of 1934. These financial statements are the responsnblllty
of theI Company's management. Qur responsibility is to express an opmlon on
these fmancral statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in
the Unlted States of America. Those standards require that we plan and perform
the audlt to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test ba5|s
e\ndence supporting the amounts and disclosures in the financial statements, An
audit also includes assessing the -accounting principles used and lsugnufucant
estlmates made by management, as well as evaluating the overall ﬂnanmal
statement presentation. We believe that our audit provides a reasonable basis for
our opinion. ‘

In oun opinion, the financial statements referred to above present falrly, m all
materla! respects, the financial position of Hamilton Clark & Co. at December 31,
2006, ‘and the results of its operations and its cash flows for the year then ended in
conformlty with accounting principles generally accepted in the United States of
America. | '

Our aud|t was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The information contained in Schedutes| | and Il is
presented for-purposes of additional analysis and is not a required part of the ba3|c
financial statements, but is supplementary information required by rule 173 5 of the
Securities Exchange Act of 1934, Such information has been subjected to the
audltmg procedures applied in the audit of the basic financial statements and in our
oplnlon is fairly stated in all material respects in relation to the basic flnancnal
statements taken as a whole.

é/(fw/ Ao T pedl, Ly

WEAVER AND TIDWELL, L.L.P.

2% Greemmay Plag HOUStCI)n, Texas
Suite 1800 March' 27, 2007
Houston, Texas 770H46-2404
V;J'WW.WEAVERANDTIDWELL.COM
AN INDEPENDENT MEMBER OF OFFICES IN

BAKER TILLY
INTERNATIONAL . DALLAS FOAT WORTH HOUSTON
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; HAMILTON CLARK & CO.
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2006

ASSETS i
Cash and cash equivalentg $ 33,097
Investment, at fair value : 171,493
Accounts receivable, net of allowance for doubtful ‘
accounts of $7,500 |2,985
TOTAL ASSETS \$ 267,575
LIABILITIES !
i
Accounts payable $ 16,348
. |
TOTAL LIABILITIES 16,348
i f
COMMITMENTS AND CONTINGENCIES ;
STOCKHOLDER'S EQUITY ‘
; )
Common stock; $.01 par value, 3,000 shares authorized,

100 shares issued and outstanding 1
Additional paid in capital 339,039
Retained deficit (137,813)
TOTAL STOCKHOLDER'S EQUITY 201,227

| | L
TOTAL LIABILITIES AND STOCKHOLDER'S EQUITY 3 207,575

The Notes to Financial Statements -2-
are an integral part of this statem?nt.

| - . .




HAMILTON CLARK & CO. 5

STATEMENT OF INCOME ,

YEAR ENDED DECEMBER 31, 2006 -

REVENUES {
Consulting and advisory ;fees, net $ 157,807

. . 1
Total revenues | 157,807

OPERATING EXPENSES |
Management and office services _ 268,000
Operating costs : 31,837

|
Total operating expenses 299,837

' -
Operating loss | f : (142,030)

| |

REALIZED AND UNREALIZED GAIN (LOSS) FROM INVESTMENTS ‘
Realized gain on mvestments ‘ 3,676
Unrealized loss on mvesktment . ‘ (60,735)
Net realized and|unrealized loss on investments {57,059)
Loss before provision folr income taxes (1@9,089)
Income tax benefit | 8,393
Net loss - $ (190,696)

' t

|

|

|

| |

r |

; |

‘ &

|

The Notes to Financial Statemen{s -3- !

are an integra! part of this staterhent. !

N l .
! BEEE g : |




BALANCE, December 31, 2005 -

Capital contributions

Net loss

BALANCE, December 31, 2006

}
The Notes tc Financial Statements
are an integral part of this statement.

t
!

|

|

HAMILTON CLARK & CO.
STATEMENT OF CHANGES IN STOCKHOLDER'S EQUITY

YEAR ENDED DECEMBER 31, 2006

Additional Retained Total
Common paid in Earnings Stockholder's
stock capital {Deficit) Equity
g 1§ 200245 $ 52883 $| 262129
- 129,794 - 129,794
. : (190,696) (190,696)
i
$ 1 $- 339039 $ (137.813) $| 201,227
i
1
&
b
;
i
!
|
4- |




HAMILTON CLARK & CO. :
‘ STATEMENT OF CASH FLOWS '
| YEAR ENDED DECEMBER 31, 2006 ;

CASH FLOWS FROM OP:ERATING ACTIVITIES: _
Net loss ‘ | $ (190,696)

Adjustments {o reconcile :net loss from operations to net cash provided
by operating activities:

Noncash items included in net loss:

Capital contribution _f'ior management fees by VCA - Note 5 12'9,794
Changes in working c?pital assets and liabilities: .

Increase in accounts receivable (2,985)

Decrease in accrued:advisory fees ‘6,250

Decrease in accrued,reimbursables ' 1,076

increase in accounts, payable 6,198
Decrease in income taxes payable " (508)
Decrease in deferred taxes (8,500)

Unrealized loss on investment 60,735

! | :

Net cash providec;i by operating activities 1,366

INCREASE IN CASH AND iCASH EQUIVALENTS : :1,366

CASH AND CASH EQUIVALENTS, beginning of year 31,731

| T

CASH AND CASH EQUIVALENTS, end of year $ 33,097
] _—

i
k

Supplemental disclosure of :noncash investing and financing activities; 1

Capital contribution for management fees by VCA - Note 5 $ 129,794

{

1
Supplemental cash flow.information:

. . 1
Interest paid : _ $ -
Taxes paid 1 ' $ ! -

1

! f

The Notes to Financial Statements -5- L

are an integral part of this statement. |

i




NOTE. 1 ORGANIZATION AND OPERATIONS *

NOTE 2.

HAMILTON CLARK & CO.
NOTES TO FINANCIAL STATEMENTS

E
1
i

+
|

Hamilton CtarIk & Co. (formerly Dominion Financial Securities Company) (the Company)
was mcorporated in Delaware on January 24 1980. During March 2004, Venture Capltal
Advisors, LLC acquwed Dominion Flnanmal Securities Company as a whollyr -owned
subsidiary under a purchase buyout agreement from Dominion Financial Partners L.L.C.
In March 2004 an amendment was approved to change the name of the Company to
Hamilton Clark & Co.

The Company is a broker-dealer registered with the Securities and Exchange Commlssmn
(SEC) and a member of the National Association of Securities Dealers (NASD) Effective
February 14, |1996 the NASD granted the Company’s request to reduce its mlnlmum net
capital requirement from $50,000 to $5,000, which effectively limited the Company 8
operations to the distribution of private placements of debt and equity secuntles to
institutional and other accredited investors.

SIGNIFICANT ACCOUNTING POLICIES

Revenues

Revenues for private placements and mergers and acquisitions are recognlzed based on
the nature of{the engagement. Revenues for financial advisory fees are recognlzed over
the term of the related engagement, while investment banking fees are recognlzed upon
consummatlon of a transaction. Revenues for fairness opinions are recognlzed as the
service is proyrded. ‘

Receivables Iand Credit Policy
{

Accounts recelvabte if any, are stated at the amounts management expects to collect/from
outstanding balances The carrying amounts of accounts receivable are reduced by a
valuation atlowance if needed, that reflects management’s best estimate of the amounts
that will not be collected. Management individually reviews all receivable baIances that
exceed 90 days from invoice date and, based on an assessment of current
credltworthmess estimates the portion, if any, of the balance that will not be coIIected
Management. provndes for probabte uncollectible amounts through a charge to earnlngs and
acreditto a valuatlon allowance based on its assessment of the current status of individual
accounts. Balances that are still outstanding after management has used reasonable

-~ collection efforts are written off through a charge to the valuation allowance and a credrt to

the respectrve receivable account. '

Statement of Cash Flows
For the purpoIse of reporting cash flows, the Company considers demand deposrts in banks
and short-term investments_with a maturity of three months or less as cash and ‘cash
equivalents. ‘




NOTE 2.

HAMILTON CLARK & CO.
NOTES TO FINANCIAL STATEMENTS
|

SIGNIFICAN'I;' ACCOUNTING POLICIES — CONTINUED

Income Taxes

|
Income taxes‘ are provided for the tax effects of transactions reported in the fi nan0|al

statements and consist of taxes currently due plus deferred taxes related prlmanly to
temporary or permanent differences between the financial statement carrying amounts of
existing assets and liabilities and their respective tax bases. Deferred tax assetsl and
liabilities, if any, represent the future tax return consequences of those dlfferences which
will be taxablé or deductible when the assets and liabilities are recovered or settled. | The
measurement[ of deferred tax assets is reduced by a valuation allowance if, based on
available evidence, it is more likely than not that some or all of the deferred tax assets will
not be reallzed

t
Management;Estimates

l
The preparatltlan of financial statements in conformity with accounting prlnmples generally
accepted in the United States of America requires management to make estlmatesland
assumptions that affect the reported amounts of assets and liabilities and dlsclosure of
contingent assets and liabilities, if any, at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. Actual results
could differ frolm those estimates. |

Securities Transactions ;
Proprietary seicuntles transactions in regutar-way trades are recorded on the trade date, as
if they had settled Profit and loss arising from all securities and commodities transactlons
entered into for the account and risk of the Company are recorded on a trade basrs
Customers’ securmes and commodities transactions are reported on a settlement date
basis with related commission income and expenses reported on a trade date basis.

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

i

i
investment secuntles are valued at market value, and securities not readily marketable are
valued at fair value as determined by management.




NOTE 2.

NOTE 3.

HAMILTON CLARK & CO.
NOTES TO FINANCIAL STATEMENTS

| ;
SIGNIFICAN‘I’li ACCOUNTING POLICIES - CONTINUED :

|
Concentration of Credit Risk and Major Customers

The Com panyls fmancral instruments that are subject to concentrations of credit risk cons:st
primarily of cash and cash equivalents and accounts receivable. Collateral is not requrred
for credit extended to the Company’s customers Major customers are deflned as those
comprising more than 10% of the Company's annual revenue. The percentage of revenues
from major customers for the year ended December 31, 2006 and percentage of

receivables due from major customers as of December 31, 20086 are as follows: } |
| | [

“5 Revenues - _Receivables
: i ‘ ’
Customer A - - 50% 0% |
Customer B | 26% 100%
Customer C ! ) 22% 0%
: |
Total : 98% ._100% !

_ . ‘ !
The Company, holds common stock in Customer A with a fair value totaling $171,493.

Additionally, the Company maintains its cash account primarily in one financial. institution.
At times, the a;nounts on deposit may be in excess of the FDIC insured limits, ‘

INVESTMENTE

On January 3|1 2005, the Company received 1,011,906 shares of common stock of a
foreign entity as payment of an investment banking fee for compieting a merger transactlon
During 2005, the Company sold 80% of the common stock shares received ,whlle ‘the
remaining 20% were subject to restrictions on resale or transfer and were held in escrow
until July 2006

t

The following i |s a summary of the unrestricted investment as of December 31, 2006. |
i i

Net i

| ' : Unrealized Market|

{ ‘ Cost Loss Value |

Common: stock of publicly t
traded foreign entity $ 191,834 3 20,341 $ 171,493

!

Net unrealized|{loss on investment for the year ended December 31, 2006 on the above
investment secunty was $60,735. !

!




NOTE 4.

NOTE 5.

NOTE 6.

HAMILTON CLARK & CO.
NOTES TO FINANCIAL STATEMENTS

NET CAPITAl;- REQUIREMENTS 2

The Company is subject to the Securities and Exchange Commission Uniform Net Cap:tal
Rule (SEC rule 15¢3-1), which requires the maintenance of minimum net cap|tal(and
requires the ratlo of aggregate indebtedness to net capital, both as defined, to not exceed
15 to 1. At!December 31, 2006, the Company’s net capital of $26,749 exceeds the
minimum netl capital reqwred of $5,000. Additionally, the Company has no debt
outstanding as of December 31, 2006.

RELATED-PA‘RTY TRANSACTIONS

The Company malntams its offices in the same physical facilities as those of the parent
company, Venture Capltal Advisors, LLC (“VCA ). .Additionally, the parent company has a
management agreement with the Company to provide management -and office serwces

The parent company has paid director's compensation, regulatory filing fees |and other.
general and admlnlstratlve expenses on behalf of the Company. During *2006‘ the
Company was charged $268,000 for these services. The parent company walved
$129,794 of these fees during 2006, as additions to contributed capital.

|

Effective Janu;ary 1, 2007, the management agreement with VCA was terminated!

INCOME TAXES 3

| | i
The provision, for income taxes consists of current and deferred taxes and dlffers from
amounts that would be calculated by applying federal statutory rates to income before
taxes, due to the effect of nontaxable and nondeductible items.

!
Income tax beneflt consists of the following: i
Current $ -
Deferred , ' 8,393
B

Total benefit ) 3 8, 393

1.

At DecemberI 31, 2006, deferred tax assets have been recognized for the fol!owmg
temporary dn‘ferences in tax and financial accounting for:

r

Nondeductible management fee expenses from 2005 $ 26,734
Net operating loss carryforward 4,139 ?

I .
_ Net deferred tax asset $ 30873 |
l {
The deferred [tax asset has been offset with a valuation allowance of $30, 873 a‘s of
December 31, 2006. ‘At December 31, 2006, the Company had a net operatlng loss

carryforward of $27, 596 which expires in 2026.

i
I

!
!
1 .
{
!
i




NOTE 7.

NOTE 8.

HAMILTON CLARK & CO.
NOTES TO FINANCIAL STATEMENTS

. ' . :
LIABILITIES ?UBORDINATED TO CLAIMS OF GENERAL CREDITORS |

During the year ended December 31, 2006, there were no liabilities subordinated to the .
claims of generai creditors. Accordlngly, a statement of changes in liabilities subordlnated
to claims of general creditors has not been included in these financial statements. \

i

POSSESSION OR CONTROL REQUIREMENTS UNDER RULE 15¢3-3

The Company operates pursuant to the exemptive provisions of paragraph k(2 )(|) of. SEC
Rule 15¢3-3 and paragraph (a)(2)(vi) of SEC Rule 15c3-1. Accordingly, the Company does
not carry securities accounts for customers or perform custodial functions rlelatung to
customer securmes and, as such, a review of the practices and procedures over
safeguarding securatues was not performed. !

-10-




+ t
FINANCIA?. AND OPERATION COMBINED UNIFORM SINGLE REPORT
i PART IIA
1
BROKER OR DEALER: HAMILiTON CLARK & CO. asof DECEMBERI|31, 2006
| .
COMPUTATION OF NET CAPITAL
1. Total ownership equity from Stsi\tement of Financial Condition .. . .......... . ... ... .. i, (1 $ 201.2‘27 3480
2. Deduct ownership equity not aI!owabIe forNetCapital . . ... ... .. . . . . . (| : 3490
3. Total ownership equity qualified for Net Capital . .............. ... ... ... | 201,227 | 3500
4. Add: | |
A Liabilities subordinated tio claims of general creditors allowable.in computation of net capital . ... ... .. - 3520
B. Other (deductions) or allowable credits (List) . ... ........ ... .. . e | - 3525
5. Total capital and allowable subordinated liabilities . . ... ... . ... .. .. . . .. .. | 201 227 | 3530
6. Deductions and/or charges: | |
A. Total nonallowable assets from Statement of Financial Condition (Note) (2) -$174,478] 3540 L
B. Secured demand note d:aﬁciency ............................... - 3590 1
C. Commodity futures contracts and spot commodities- f
Proprietary capital charg‘es .................................... - 3600 !
D.  Other deductions andlori CRAIGES . . . . o\ oot e - 3610 174,478 | 3620
7. Other additions andfor allowable credits (List) . .. ... .. ... . | - 3630
8. Net capital before haircuts on securities positions . ... .. .......... e ! 26,749 | 3640
9. Haircuts on securities (computed, where applicable, _ '
pursuant to 15¢3-1 (f): |
A Contractual securities COMMIMENtS . . .. ... ... oueee s $ - 3660 .
B. Subordinated securities bOrrowings - . . ... - 3670 i
C. Trading and investment l.securilies::
1. Exempted securities | ... .............. F - 3735
2. Debtsecurities . ... ... - 3733 X
B OPHONS .« v v e e e e e e - 3730 '
4. Other SBCUBHBS . . ..o oo e - 3734| |
D. Undue Concentration . .. ....... ... - 3650 !
B, Other (LSt . . ..o oottt e - 3736| | -1 | 3740
0. Nt Capial . .. e e e e (3) $! 25,749 | 3750
(
. |
SEE ATTACHED i

-11-




(1) AMOUNT DOES NOT AGREE WITH AMOUNT OF E-QUITY PER FOCUS REPORT DUE

(2)

(3)

TO THE FOLLOWIN(?:
E ’ )
OWNERSHIP EQUITY FROM AUDITED STATEMENT
ACCOUNTS PAYABLE
DEFERRED INCOME TAXES
ALLOWANCE FOR UNCOLLECTIBLE ACCOUNTS
TOTAL ADJUSTMENTS

EQUITY FROM FOCUS-REPORT

|
AMOUNT DOES NOT AGREE WITH AMOUNT OF NONALLOWABLE ASSETS PER FOCUS|

REPORT DUE TO THE FOLLOWING:

NONALLOWABLE AS|SETS FROM AUDITED STATEMENT
ADJUSTMENT FOR LtJNCOLILECTIBLE ACCOUNTS
NONALLOWABLE ASiSETS FROM FOCUS REPORT

NET CAPITAL RECO}\JCILIATION

; |
CAPITAL - PER FOCUS REPORT
LESS ADJUSTMENTS

AUDITED NET CAPITAL

| 42-

$ 201,227
1

. 6,348
. (8,393)

| 7,500
' 5,455

$ 206,682

$ 1;74,478'
' 7,500
$ 181,078
$ 24,704
. 2,045
$ 1326,749




FINANCIAL IAND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART 1A
] i
BROKER OR DEALER: HAMILTON CLARK & CO. , as of DECEMBER 31, 2006
| B
| |
COMPUTATION.OF BASIC NET CAPITAL REQUIREMENT |
, !
Part A |
11. Minimum net capital required ((:‘E-ZB% ofline 18 . ... e e e $ - I 3756|
12. Minimum dollar net capital requ'irement of reporting broker or dealer and minimum net capital requirement :
of subsidiaries computec;! inaccordancewith Note (A) . ... .. ... .. ... ... ... ... ... .. ... .. .. $ 5000 | 3758
13. Net capital requirement (greater of line 11 0r12) .. ... ... e e e e e $| 5,000 3760
14, Excess net capital (line 10less|13) ... ........ ... ... .. ... . ... e e $| 21,749 { 3770
15. Excess net capital at 1000% (Eir‘;e 10less 10% of line 19) . .. ... . e $! 21,749 | 3780

COMPUTATION OF AGGREGATE INDEBTEDNESS

. {
16. Total A.l. Liabilities from Staten'llent of Financial Condition

17. Add: ) ,
A Drafts for immediate credit ..... [P $ - I 3800| ;
B. Market value of securities borrowed for which no equivalent :
' value is paid or credit;ed ............................. U 3 - 3810 ;
C. Other unrecorded amounts (List) . ................. ... oL $ - 3820 3 -+ | 3830
19. Total aggregate indebtedness .| .. .. ... $| - | 3840
20. Percentage of aggregate indebtedness tonet capital (line 19 byline10) . ... ... ... ... .. . . ... ... | 0%| 3850
21. Percentage of debt to debt- eqmty total computed in accordance with Rule 15¢3-1 (d) .................... | 0%]| 3860
COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT - N/A 1
Part B ;
[
22. 2% of combined aggregate deb{ items as shown in Formula for Reserve Requirements pursuant to Rule 3
'15¢3-3 prepared as of the date of thenet capital computation including both brokers or dealers :
and consoclidated subaduanes debits | . ... e $5..... N/A | 3870
23. Minimum dollar net capital requ:rement of reporting broker or dealer and minimum net capital |
requirement of subsidiaries computed inaccordancewith Note (Ay ... ...... ... ... ... .. .... $.... N/A | 3880
24. Net capital requirement (greaterl ofline220r23)...... 0. . ... 3 ... N/A | 3760
.25 Excess net capital (line 10 less 124) ...................................................... $..... N/A | 3910
26. Net capital in excess of: ' 5
5% of combined aggregate debititems or $120,000. . .. ... ..o $.... N/A | 3920
' E
NOTES: | ‘

+

(A) The minimum net capital requirement should be computed by adding the minimum dollar net capital requirement

of the reporting broker dealer and for each subsidiary to be consohdated the greater of:
1. Minimum dollar net capital requ:rement or
2. 6-2/3% of aggregate indebtedness or 2% of aggregate debits if alternative method is used.

(B) Do not deduct the value of securities borr'owed under subordination ag?eements or secured demand note
covered by subordination agreel:'nents not in satisfactory form and the market values of memberships in
exchanges contributed for use °|f company (contra to itern 1740) and partners' securities which were
included in non-allowable assets. :

(C) For reports filed pursuant to paregraph {d) of Rule 17a-5, respondent should provide a list of material
non-allowable assets. :

13-
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|
SCHEDULE Il ¢

FINANCIALJAND OPERATIONAL COMBINED UNIFORM SINGLE REPORT |
PART IIA

!
BROKER OR DEALER: HAMILTON CLARK & CO. asof DECEMBER|31, 2006
| :

'Exceptive Provision Under Rule 15¢3-3

25. If an exemption from Rule 15¢3-3 is claimed, identity below the section upon
which such exemption is based (check one only)

A. (k) (1)--$2,500 capital wtégow as Per RUIE 15G3-1 . ...t ’ | 4550|
B. (k) (2)(A)--"Special Accour'\t for the Exclusive Benefit of '
customers” malntalned .............................................................. X | 4560|

C. (k) (2)(B)---All customer transacilons cleared through another
broker-dealer on a fully disclosed basis. Name of clearing

firm i : . I 4335I ‘ I 4570

D. (k) (3)---Exempted by order of the Commission . .. ... ... ... ... . .. . cuiieiriuiiiniainn .. | ! 4580

1

i

Note: ln the opinion of the management of Hamilton Clark & Co., condltlons of the
Company s exemption from Rule 15¢3-3 were complied for the year ended
December 31, 2006.
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r INDEPENDENT AUDITOR'S REPORT ON
INTERNAL CONTROL REQUIRED BY SEC RULE 17a-5

To the Board of Directors and '
Stockholder of Hamilton Clark & Co.
1 1

In plannrng and performing our audit of the financial statements and supplemental
schedules of Hamilton Clark & Co. (the Company) for the year ended December 31,

2006, we considered its internal control, including control activities for safeguardmg
secuntles in order to determine our auditing procedures for the purpose of
expressmg our opinion on the financial statements and not to provide assurance on
the mternal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commrssron
(SEC)! we have made a study of the practices and procedures followed by the
Company including tests of such practices ‘and procedures that we consrdered
relevant to the objectives stated in rule 17a-5(g), in making the penoduc
computatrons.of aggregate indebtedness and net capital under rule 178 -3(a)(11)
and for determining compliance with the exemptive provisions of rule 15c3 3.
Because the Company does not carry securities accounts for customers or perform
custodral functions relating to customer securities, we did not review the practrces
and procedures followed by the Company in any of the following:
i
1. Making quarterly securities examinations, counts, venflcatlons and
comparisons
' 2. Recordation of differences required by rule 17a-13 1
. 3. Complying with the requirements for prompt payment for, securities
| under Section 8 of Federal Reserve Regulation T of the Board of
l Governors of the Federal Reserve System :

The management of the Company is- respon3|ble for establishing and malntalnrng
rnternal control and the practices and procedures referred to in the)precedrng
paragraph In fulfilling this responsibility, estimates and judgments by management
are requrred 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 responsrbllrty are
safeguarded agalnst loss from unauthorized use or disposition and that transactrons
are executed in accordance with management s authorization and recorded properly
to” permlt the preparation of financial statements in ‘accordance wrth generally
accepted accountmg principles in the United States of America. Rule 17a- 5(g) lists
addrtronal objectives of the practices and procedures listed in the precedmg
paragraph

t
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To the Board of Directors and
Stockholder of Hamilton Clark & Co.
Page 2
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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, prOJectlon of
any evatuatlon of them to future periods is subject to the risk that they may become
madequate because of changes in conditions or that the effecttveness of thear
desngn 'and operation may deteriorate.

Our consrderatlon of internal control would not necessarily disclose all matters in
mternal control that might be material weaknesses under standards estabhshed by
the Amencan Institute of Certified Public Accountants. A material weakness iis a
condltlon 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 belng aud|ted
may occur and not be detected within. a timely pericd by employees in the normal
course'of performing their assigned functions. However, we noted no matters
tnvotvmg internatl control, including control activities for safeguarding secunttes that
we consider to be material weaknesses as defined above.

I

We understand the practices and procedures that accomplish the objectrves
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 practlces and procedures that do not accompllsh

-such ObjeCtIVES in all material respects indicate a material madequacy for such

purposes Based on this understanding and on our study, we believe that the
Companys practices and procedures were adequate at December 31/ 2006 to
meet the SEC’s objectives. ,
This report is intended solely for the .use of the Board of Directors, Stockholder '
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 reglstered brokers
and dealers and is not intended to be and should not be used by anyone other than

these spec:f’ ied parties. ,

&/c;w/ o Teelf (o9 | |

WEAVER AND TIDWELL, L.L.P.

Houstolln, Texas
March 27, 2007




