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OATH OR AFFIRMATION

I, E.RONALD LARA , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
LARA, SHULL & MAY, LTD.

, @s
of MARCH 31 , 20 07 , are true and correct. [ 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:

4

: ydi
NI =0 S/

AN .

Signature (/

- ’ PRESIDENT
- Title

: Wecd)f\’& ‘\a\n&MREM\JS

Notary Public

This report ** contains (check all applicable boxes):

(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

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

(g) Computation of Net Capital.

(h} Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i} Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(3} 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 unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

HEOHORNEEMY

g

oom

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



'LARA, SHULL & MAY, LTD. . .
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BRACE & SUSSIVIAN, PLLC
55 bt Pollly Leoountnts ‘

12 PARMENTER ROAD .’ . LONDONDERRY, NH 03033 | L TEL. (BO3) 43741910
: T FAX (503) 237-3676

Independent Auditor’s Report

‘To the Board of Directors of
"--Lara, Shull & May, Ltd
Vtenna, VA

We have audited the accompanying statement of financial condition of Lara, Shull & May, Ltd. (the
: Company) as of March 31, 2007 and the related statéments of income, changes in stockholders’
equity, and cash flows for thé 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. Om- respons:blhty is to express an opinion on these ﬁnancxal 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 reasonable
assurance about whether the financial statements are [ree-of material misstatement. An audit
includes examining, on a’test basis, evidence supporting the amounts and disclosures in the
financial slatements. An audit also includes assessing the accounting principles used and
significant estimates made by management,-as well as evaluating the overall financial statement
) presenlatlon We beheve that our audit provxdes a reasonable basis for our opinion.

"In our oplmon the financial statements referred to above present falriy, in all material respects the

-financial position of Lara, Shull & May, Ltd. as of March 31, 2007, and the results of their
. operations and their cash flows for the year then ended in confornuty w1th accountmg pnnctp]es
. generally aecepted in the, Umted States of Amenca ) _ ‘

Qur audit was conducted for the purpose of forming an opinion on the bas:c ﬁnanc:al statements
taken as a whole. The information’ contained in Schedules I, II, III, 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 all matena] respects in re]atton to the
basic f nancml statements taken asa whoIe ' : - o .

'.55 e AAW PLLQ

Brace & Sussman, PLLC

. Certified Public Accountants
Londonderry, New Hampshire
May 25,2007




LARA, SHULL & MAY, LTD.

: STATEMENT OF FINANCIAL CONDITION

1.

MARCH 31, 2007 .
, ASSETS

* Cash and cash equivalents
Certificate of deposit - restricted y
‘Receivable from broker-dealers and clearing orgamzauons
- Deposit with clearmg ornamzanon o

. Receivable from non-customers

;

Investment accounls with clearing orgamz.ntlon

Furmture and equ1pment at cost less, T : A
. accurnu]ated depreciation of $123 413 Ce o
Security deposits ' ' - ’
Note receivable -

Prepaid expenses and other assets

Total Assets
. LIABILITIES AND STOCKHOLDERS' EQUITY

" Accounts payable and accrued cxpenses
- Commissions payable
Income taxes payable

Defenec_i income taxes S : ' o B

-+ Total Liabilities
Stockholders' Equity - :
Common stock, $1 par value, shares authorized
.*5,000; 240 issued and outstandmg slmres
Addltloua] paid-In- capltal
Retamed earmngs

Total Stockholdcrs Eqmty

" Total Stackhiolders' Equity-and.Liabilitics, A

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

!

o F 67,044

14,921
443,814
--25,000

" 14,089

76,594 -

27.722

© . 10,728

- 75,000

- 11,479

. § 766,397

8§ 9517

259,976
. 923
42,782

313,108

240

- 76,043
376910

453,193

-$ 766,391 .




LARA, SHULL & MAY, LTD. -
STATEMENT OF INCOME (LOSS)
~ FOR THE YEAR ENDED MARCH 31, 2007

‘Revenues: i L [
' Commissions : . . SR . $.2,864,446
Fee income o vy BT2936
'Interest and-dividends - - . - Lo 19740
Other income S ' L 2046
3,759,168
Expenses_:
‘Employes compensation and benefits L - 848,972
Commissions and clearance fees = o o 2,213,508
~ Occupancy = =~ - .. : L o, . 211,970
_ Otherexpenses .~ . ‘ | B | © 491,932

. 3766382

..}__,ossBcfoi:elncoméTaxfzs CoL o T (214)
" P—royision for_hlcome_’{‘a:@es S L R R B '5,i03

'Netlncbpje(loss_) g L _ o CRREA R $  (12317)

1
The nccompanying notes are n integral part of these financial statements.



‘-LAI"I_A, SHULL & MAY, LTD.

STATENIENT OF CHANGES IN STOCKHOLDERS' EQUITY

FOR THE YEAR ENDED MARCH 31,2007

|
' 'benmnn 'Additipnal' ' .Re_fajn'ed :
" _ Stock. . Paid-In-Capital - Earnings Total -

. Balance at April 1, 2006 $ 240

-Ngt income ‘(loss) ,

$.

76,043

'$389.227  § 465510

"(12,317) :(-12,317)
;; ! . . e

X

Balance at March 31,2007 -~ § 240

76,043 .

$376010 © .$ 453.193

A

“The accompanying nopeé are an integral part of these financial statements.




LARA SHULL & MAY LTD

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED MARCH 31 2007 o

Cash flows from operating nctlvutes
Net income (loss) .
Ad_]uslments to reconcile net income
" to net cush provided by cperatmg activities

Deprecmunn : . . - ) - § 11,402

" Deferred laxes ‘ - 2,930
Interest income on cernﬁcmes of depos:t restncled © (460)
Realized (gain) loss on investment nccounts 1343
(Increase) decrease in operating assets: __ v
Increase in receivable from broker-dealers . (41,313)

- Decrease in prepaid expenses.and other assets . 4,911

. Decrease in receivable from noncustomers . 315
Increase in security deposits (10,228)

" Increase.(decrease) in operating liabilites: !
Increase in accounts payable ' - 5850

- Increase in commissions payable - C 13,676
Decrensm. in mcome taxes  payable  {10,640)

Total adjustmenls

Net cash pmwded {used) by opemlmg activities

.+ Cash flows from i mvestmg actlvmes
‘Purchase of furniture and equipment

Nel cash used by mvestmg ncuvules

: Cnsh flows from financing aetivities
: lssunnce of note recelvable ]
" Partial payback of riote rece:yab!e
Payoff of notes payable
‘Depbsit in investment accuunls

Net cash used by ﬁnancmg uctivities
Net tlecrense in cnsh
’ ,;'Cash,al beginning of the year. .
Cash at end of I.he year |

' SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION

Cash paid during the yenr fur
lmeresl paymems .

Income tax pnymems

Dlsrslusure of nccuunlmg pul:cy

'

12317)

. (23154)

(35471)

_ (2,570)

J(@2570)

(150,000) -
75,000
(160,000)

'(75,000)
_(310,000)

. (348,041)

For purposes of the statement of cash flows, the Compnny considers all highly liquid debt
1nslrumenLq purchased wilh a marumy of three mcmlhs or less 1o be ensh equlvulems

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

' 67,044. '

1376

11563




' LARA, SHULL & MAY, LTD.
NOTES TO FINANCIAL STATEMENTS

MARCH 31,2007

“NOTE1- slcNIFI'_CANT ACCOUNTING POLICIES

Orgamzatmn and Nature of Busmess ' Co o
. The Company was incorporated on March 17, 1981 in the Commonwea]th of Vlrgmla It

- ."prowdes -a securities  brokerage service to its clients, but does not clear its own transactions or

hold custorner funds or securities. Related conumssmn revenue and. expenses are recorded on a
settlement date basis. The Company also provides investment and financia) planmng services and

- insurance and annuity products. The Company is registered with the Securities and Exchange

‘ Commnssmn (SEC) and is a mernber of the Nnttonal Assocmtlon of Secuntles Dcalers (NASD)

" Fixed Assets

" Furniture and equipment are bemg deprecmted using the strmght-lme rnethod over their estu:naled_

useful lives, ranging from five to seven years. Leasehold improvements are amortized over 39
years For t.he fiscal year ended March 31, 2007 dcpreelatlon expense was $11, 402 '

- Use of Estimates :

- The preparation of financial statements in conformity wrth generally accepted accountmg
principles requires management lo 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 ancl expcnses durmg the reporttng penod Actual results could differ- from ‘those

' estlmates |
: '. Allowance for Bad Debts ] - - -

“The Company con51ders accounts recewable to be fully CDHCC[IblC accordmgly, no allowance for
doubtful accounts is reqmred ‘ ~ :

Investment Advnsorv Fees

. Investment advisory fees are. received quartcr]y, but are recogmzed as eamed ona pro rata ba515
_ over the term of the contract . oy S .

., Clearmg Agreements - All company customer transacuons are cleared ona fully disclosed basis .
.through independent broker/dealers. The clients pay these broker/dealers various charges and fees

for the clearing sefvices prov1ded All customer re!ated balances are carned on the books of the
- .,cieanng agents ) ‘



LARA SHUI..L & MAY, LTD

NOTES TO FINANCIAL STATEMENTS (Contmued)

+ ‘l

MA.RCH 31 2007

Compensated Absences — Ernp]oyees of the Company are entitled to paid vacation, sick and
persona] days depending on job classification, length of service, and other factors. .Future
N compensation is prorated based upon employment for the upeommg year. Itis impractical to’
‘estimate the amount of compensatron 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 pald to employees : -

_ 'Advertlsmg and Marketmg —The Company s policy is to expense advertlsmg and m:u'ketlng
» costs as mcurred Advertrsmg and marketing expense for 2007 was $49 285.

'NOTE 2- 'NET CAPITAL g .

As a broker dealer, the Company is subject to r.he Secuntles and. Exchange Comrmssnon 5
regulatlons and operatmg gu1de!1nes which require the Company to maintain a specified amount
~of net capital as defined, and 4 ratio of’ ‘aggregate indebtedness to net capltal as derived, not
exceeding 15to 1. The Company s net capnul as eomputed under 15¢3-1, was $177,508 at March .
i, 2007 which exceeded required net capital of $20,880 by $156,628. The ratio of aggregale

‘indebtedness to net capltal at March 31, 2007 was 176.4%. = a

¥

- NOTE 3. 'I‘AXES ON INCOME

Taxes on mcome con51st of Lhe followmg

- , Federel . L State - Total . S
‘Curent . . 0§ 1657 $ S6 . $ 2,173
Deferred - 2088 842 2,930 )
o 08 3745 - 31358 $_5103

Deferred income taxes arise from lemporary dlfferenees resu]tmg from income and expense items
_ reported for financial accounting and tax purposes in different periods. Deferred tax assets are
_tecorded:to reflect deductible temporary differences whde deferred tax liabilities are recorded to
-reflect taxable tempomry differencés. | :



LARA, SHULL & MAY, LTD.
NOTES TO FINANCIAL STATEMENTS (Continued)
'MARCH 31, 2007
_NOTE4-  COMMITMENTS AND CONT]NGENCIES

The Company Is comm1tted to an operatmg iease for ofﬁce space Approximate future mmlmum
lease payments of all non—cuncelablc operaung leases for the next five years is as follows !

2007 - §128.737

2008 Co132623 0
. 2009 - 136,607
; 2010 - - - 140,688
S 2011 . + - 144914 :

Rent cxpense for the ofﬁce space for the ﬁscal year, 2007r was $211 970

The Company is a dcfendant in a. Natlonal Assocmnon of Securities Dealers arbitration
proceeding filed . by former customers George and Cathcnne ‘Young. The claim seeks
compensatory damages of .$582,040 plus punitive damagcs attorneys' fees and costs, costs of
- proceedings and mterest The Company believes that the. claims are without merit and intends to

s :v1gorously defend its posmon in the arb:tratlon scheduled for September 2007. The ultimate

- outcome of this case cannot presently be detemuned .However, in managements opinion, the
" likelihood. of a material adverse oulcome is remote. Accordingly, adjustmcnts if any that might
- result frorn the resolutlon of tlus maltcr have not been reflected in the financial statements.

' NOTE 5- RETIREMENT PLAN .

- 'The Company maintains a proﬁt shanng retirement plan for the beneﬁt of employees who meet

. certain age and service requxremenls Contributions to the plan are determined by the Board of
'Dlrectors Conlnbunons to the plan were $0 for the year ended March 31, 2007

Effectwe Apnl 1, 1998 the Company adopted a Simple IRA plan (the Plan) covering. all"
,employees Under the terms. of the Plan, the employees are eligible to make contributions to the -
Plan. "In addition, the Company is requxred to make a nonelective contribution equal to two
" percent of each- employee’s compensanon Conmbutlons to the plan tota]ed $65 350 for lhe
penod ended March 31 2007.

y

NO'I'E 6- CONCENTRATION OF CREDIT RISK o s
. b- -
’I’he Company is engaged in vanous tradmg and brokerage activities with counterpartles 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 cred;t standmg of each counterparty with
Aw]nch it conducts business. - ' SR




' "LARA SHULL'& MAY LTD.
NOTES TO FINAN CIAL STATEMENTS (Contmued)

' MARCH 31, 2007

: NOTE 7- PROPERTY AND EQUIPMENT '

Property and eqmpment at March 31 2007 consrsts of the fo]lowmg

Furniture and Equrpment . - § 147,868 a ST )
. Leasehold Improvements =~ . . . 3267 ° ST i
e o , 151,135 IR
- Less Accumulated Depreciation @ .
and Amortization . -_123.413 T
< _ fa72 .

NOTES - . ' BUY-SELL AGREEMENT

~ Lara Shull & May, Ltd., has entered into a Buy-Sell Agreement wrth its stockholders The .
agreemem sets forth the’ procedures which must be followed with respect to the sale or transfer of

" any shares of Lara, Shull & May, Ltd.'s stock in the event of death, disability, retirement, or

termination of a stockholder In summary, Lara, Shull & May, Ltd., maintains the nghtto
* purchase the shares, before all others, at an ‘agreed upon value, The value varies dependmg upon
the event causmg the share repurchase as well as the slockholder sellmg the shares



' LARA, SHULL & MAY, LTD.
SUPPLEMENTARY SCHEDULES

. FOR THE YEAR ENDED MARCH 31,2007




LARA, SHULL & MAY, LTD.

SCHEDULEI - !

COMPUTATION OF AGGREGATE INDEBTEDNESS AND NET CAPITAL

"PURSUANT TO RULE 15c3 r -

MARCH 31, 2007

' _’fotai ovs;pership equity from statement of f;mancial condition -
,Tétal npﬁdloﬁab]e assets frﬁm sfa;erﬁc;lt of fma-r_l‘cial'_.con_'ditic.m a
NP.’[ capil_ai bc_:fqre Ihaircauts_ oﬁ-sccu‘rit‘ies rpos:.i't‘ions

Hair;%uts lc‘m secuﬁtie; =

_Net capntal

‘. Ag_gregate mdebtednebb ) . ‘.
Totaj AL habihtles from statemcnt of ﬁnancxal condxtlon

thal qggrggatemd;btedgcss
- Percentage of aggrega_te ihdpbléd_ncss o net.capilal

' ’Computatlon of basic net capltal requlremcnt
: Muumum net cap:ta] reqmred (6- 2/3% of AL )

1

)
Ll

' Mlmmum (_:I_ollar net capllal reql_.urement of rgportmg broker or dealer

' Nc_t cqpit_al rcquirefn'ent‘ ‘

_'Exg:css net capital

$

$

‘453_,'1_,93 |
‘ L 179,282

: -‘-(1.774‘)

| ,17'7.5"_03‘;

1: 3'1'3,1‘93' .
: 3I1.3,1'98r

S 1764%

- 90,880
$ 5000
20,880

. $ 156628



LARA SHULL & MAY LTD

' RECONC]LIATION OF NET CAPITAL PURSUANT TO RULE 15¢3-1

_ (X-17A-5)
AT MARCH 31, 2007

. SCHEDULE I (CONTINUED)

FOCUS
REPORT -
- PARTIA
QUARTER ENDED

' March31:2007  ADJUSTMENTS
| COMPUTATION oF NET CAPITAL

' Tota] ownership equity fmm

' ANNUAL

FINANCIAL

 STATEMENTS |

" AT
Mazch 31; 2007

. statement of financial condition, $ 273,855 $ 179338

Deductions and/or char_ges: |
. Total nonalldwable assets
" from statement of f'mancml

- condition o o 150,484, L 123427,
H;llrcutsonsecuritita_s S 1774 0 L

C$ 453193

0273911

1,774

| Totaldeductions - 152,058 ' 123427,

!

. 275685

© Netcapital - - . § 121597 © .§ 55911

" $ . 177508




SCHEDULE [[ -
LARA SHULL & MAY LTD

INFORMATION RELATING TO PQSS_ESSION OR CONTROL.
REQUIREMENTS UNDER RULE 15¢3.3

" MARCH 31, 2007 .
'I’he Company had no items reportable as customers’ fully paid securities: (1) not in the
o Compa.ny s possession or control as of the' audit date (for which instructions .to reduce lo
* . 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 sPemﬁcd under Rule. 15c3 3 or (2) for which
instructions to reduce to possession or control had not been issued as of the audit date, e.xcludmg :
- items arising from “temporary lags whlch result frqm normal bus_mess operations” as permitied
under Rule 15¢3-3. N . o



- SCHEDULE ITT
. LARA, SHULL & MAY, LTD.

SC_HEDULE OF SEGREGATION REQU[REMENTS AND FUNDS
IN SEGREGATION FOR CUSTOMERS’ REGULATED
‘COMMODITY FUTURES AND OPTION ACCOUNTS

‘ .-MARCH 31, 2007,

The Company c]alms excmptlon fmm the segregation requirements of the Commochtles Futures
Act since it has no commodity” customers as the term is deﬁned in chulatlon 1.3(k).



SCHEDULEIV ' - . |

. - LARASHULL&MAYLTD Co
. ! . '
COMPUTATION FOR DETERM]NATION OF
- RESERVE REQUIREMENTS FOR BROKER/DEALER UNDER
RULE 15¢3-3 OF THE SECURITIES EXCHANGE ACT OF 1934 -

MARCH 31, 2007

" Lara, Shull & May, Ltd., is exempt from the reserve requirements of Rule 15¢3-3 (k) (2) (ii) as it
_is an introducing broker or dealer, clears all transactions with and for customers on a fully

' dlsclosed basis with a clearing broker or dealer, and it promptly transmits all customer funds and
‘ SECUI‘ltleS to the clearing broker or dealer which carries all of the accounts of such customers and

. ‘maintains and preserves such books and records pcnamlng thereto pursuant to the requirements of
- Sec.Sec. 240.17a-3 and 240. 17a-4 of this chapter, as are customarily made and kept by a clearing

broker or dealer, accordingly, the computation for de.termmanon of reserve requirements pursuant

10 Rule- 15¢3- 3and information relatmg to the possessmn or control requ1rement pursuant to Rule
_1503 -3 are not apphcable :



. BRACE & SUSSMAN, PLLC

: %M/mf %ﬁa _QanMz/mzAfL :
} 2 PAAMENTER AOAD ) . LONDONOERRY, NH 03083 . 4T TEL somazrielo
. : ' : o ' ' FAX 1803 437-3676

- Independent Auditor’s Report on Interoal
~ Control Structure Required by SEC Rule 17a-5 .. -

Board of Directors ;
Lara, Shull & May, Lid. -

In planning and performing our audit of the financial statements and supplemental schedules of

~Lara, Shull & May, Ltd., (the Company), for the year ended March 31, 2007, we considered its

- internal coritrol, including control activities for safeguarding securities, in order to determine our

- auditing procedures for the purpose of expressmg our oplmon on the ﬁnancml staternents and not
“to prov1de assurance on internal control. . ST ! o :

Also as reqmred by rule 17a—5(g)(1) of the Securities and Exchange Comtmssmn (SEC) we have -
made a study of the practices and procedures followed by the Company including tests of such
'~pracuces and procedures that we considered relevant to the objectives stated in rule 17a-5(g) in
making the periodic cornputatlons of aggregate indebledness and net capltal under rule 17a-
3(a)(11) and for determining compliance with the exemptlve provisions of rule 15¢3-3. Because
the Company does not carry securitics accounts for customers or perform custodial functions
relating to ‘customer securities, we did not review the pract:ces and procedures followed by the
' _.Company in any of the followmg : : C

L Mnkmg quarterly secuntles exammanons, oounts venﬁcatlons and compansons _
2 Recordatlon of deferences reqmred by rule 17a-13.

3. Complymg with the requ1rements for prompt payment for securttles under Secticn 8 of
Federal Reserve Regulatlon T of the Board of Govemors of the Federal Reserve System

The ma.nagemcnt of the Company is respon51ble for estabhshtng and’ mamtmmng mternal control
" and the practices and’ procedures referred to in the preceding paragraph. . In fulfilling -this
' respms:bnhty eslimates 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- objectlves of internal control and the
practices and procedures are to prov1de management with reasonable but not absolute assurance
‘that assets for which the - Company has, responsibility -are safeguarded against loss from

. unauthorized use or dlsposmon and' thal transactions -are executed in ‘accordance with .

' .management’s authorization and recorded properly to permit preparanon of financial statements in
conformity with generally accepied .accounting principles. Rule 17a-5(g) lists - addtttonal
: Ob_]BCHVBS of the pracuces and proccdures hsted in the precedmg paragraph

¢



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 s 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 mtemal"conool
that might be material weaknesses under standards established by the American Institute of

- Certified Pubhc Acrountants. -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 audited may occur and not be detected within a timely period by. ernployees in the normal
course of performing their assigned functions, However, we rioted no matters involving internal
control, including control activities for safeguardmg secuntles that we conmder to be malenal
weakness 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 materia respects indicate a material

_ :inadequacy for such purpeses. Based on this understanding and on our study, we believe that the

Company’s practices and procedures were adequale at March 31, 2007 to meet the SEC’s
DbjECthES

This report is mtended solely for the mformatlon and use of the Board of Dlrectors management,

the Securities and Exchange Comm1551on the National Association of Securities Dealers
Regulation, Inc. and other regulatory agencnes that rely on Rule 172-5(g) under the Securities
. Exchange Act of 1934 in their regulation of registered brokers and dealers, and is not mtended to .
" be and should not be used by anyone other than these speCLﬁed pames

Brace & Sussman, PLLC
‘Certified Public Accountants

Londonderry,NewHampshrre S _ " o R £N@
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