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OATH OR AFFIRMATION
Hollis M. Lamon

I, , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Lamon & Stern, Inc. as

of June 30 , 20 07 , are true and correct. 1 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:

‘. e
=
Signature
%f&g /‘ql/‘e/? 74
ile

IV dutle . Fonen
Notary Public L’f\qb Comn ,'pd,,/ij[_ Le L’O_;' I"‘(LAA«

This report ** contains (check all applicable boxes): 14 C]’, 2o i 0

(a) Facing Page. J

bl (b) Statement of Financial Condition.

(c) Statement of [ncome (Loss).

El (d) Statement of Changes in Financial Condition.

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

O (fH Statement of Changes in Liabilities Subordinated to Claims of Creditors.

Kl (g) Computation of Net Capital.

B Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

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

Bl () 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.

O (k) A Reconciliation between the audited and unaudited Stalements of Financial Condition with respect to methods of
consolidation.

& (1) AnOath or Affirmation.

[d (m) A copy of the SIPC Supplemental Report.

Bl (n) A reportdescribing any material inadequacies found o exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240 17a-5(e}(3).
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INDEPENDENT AUDITOR’S REPORT

To The Boatd of Directots
Lamon & Stern, Inc.

We have audited the accompanying statement of financial condition of Lamon & Stern,
Inc. as of June 30, 2007, 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 opinion on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted 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 misstaternent. An audit
includes consideration of internal control over financial reporting as a basis for designing audit
procedures that ate appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company’s internal control over financial reporting.
Accordingly, we express no such opinion. An audit includes examining, on a test basis, evidence
suppotting 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

tespects, the financial position of Lamon & Stern, Inc. as of June 30, 2007, and the results of its
opetations and its cash flows for the year then ended in conformity with accounting principles

generally accepted in the United States.
U pilthon Breannen FC.

Certified Public Accountants

August 22, 2007

1355 PEACHTREE STREET, N.E., SUITE 200, ATLANTA, GEORGIA 30309-3230
Phone 404-898-2000, Facsimile 404-898-2010 www.windhambrannon.com




LAMON & STERN, INC.

STATEMENT OF FINANCIAL CONDITION

June 30, 2007
ASSETS
CURRENT ASSETS:
Cash and cash equivalents $ 372,335
Comumnissions recetvable 366,400
Other teceivables 6,574
Prepaid cxpenses 1,500
Income taxes receivable 31,085
Total Current Assets 777,894
FURNITURE, EQUIPMENT AND LEASEHOLD IMPROVEMENTS,
net of accumulated depreciation of $44,353 9,555
DEPOSIT WITH CLEARING AGENT 25,000
DEFERRED INCOME TAXES 064,017
Total Assets § 877,066

LIABILITIES AND STOCKHOIDER'S EQUITY

CURRENT LIABILITIES:

Accrued commissions : $§ 186,338
Accrued soft dollar commissions 73,747
Accrued expenses 81,000

Total Current Liabilitics 341,085

STOCKHOLDER'S EQUITY:
Common stock, $1 par value, 100,000 shares authorized,

500 shares issued and outstanding 500
Paid-in capital 6,149
Retained earnings 529,332

Total Stockholder's Equity 535,981

Total Liabilities and Stockholder's Equity § 877,066

The accompanying notes are an integral part of these financial statements.
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LAMON & STERN, INC.

STATEMENT OF INCOME
For the Year Ended June 30, 2007

REVENUES:
Commission
Soft dollar commission

Total Revenues

EXPENSES:
Commission
Soft dollar
Salaries
Management fees
Miscellaneous

Total Expenses
TOTAL OPERATING LOSS

OTHER INCOME (EXPENSE):
Interest income
Interest expense
Gain on sale of investment

Total Other Income

LOSS BEFORE INCOME TAXES

INCOME TAX BENEFIT
NET LOSS

NET LOSS PER SHARE

$ 2,529,785
1,547,961

4,077,746
1,671,376
1,265,981

627,587

470,880
293,370

4,329,194

(251,448)

8,317
(873)
11,651

19,095

(232,353)

96,576

§ (135777)

$ 271.55

The accompanying notes are an integral part of these financial statements.
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LAMON & STERN, INC,

STATEMENT OF CHANGE IN STOCKHOLDER'S EQUITY
For the Year Ended June 30, 2007

Common Stock Paid-In Retained

Shares Amount Capital Farnings
BAILANCE, June 30, 2005 500 % 500 8 6,149 § 665,109
Net loss - - - (135,777)
BALANCE, June 30, 2006 500 § 500 § 6,149 § 529332

The accompanying notes are an integral part of these financial statements.
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LAMON & STERN, INC.

STATEMENT OF CASH FLOWS
For the Year Ended June 30, 2007

INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

CASH FLOWS FROM OPERATING ACTIVITIES:

Cash received from brokerage commissions $ 4,096,185

Cash paid for commussions and other expenses (4,266,324)

Interest received 8,317

Interest paid (873

Income taxes 3,028

Net Cash Used In Operating Activities (159,667
CASH FLOWS FROM INVESTING ACTIVITIES:

Sale of investments 52,451
DECREASE IN CASH AND CASH EQUIVALENTS (107,216)
CASH AND CASH EQUIVALENTS - BEGINNING OF YEAR 479,551
CASH AND CASH EQUIVALENTS - END OF YEAR 3 372,335

RECONCILIATION OF NET INCOME TO NET CASH USED IN
OPERATING ACTIVITIES;

Net loss §  (135,777)
Adjustments to reconcile net income to net cash provided by operaung
acuvities:
Depreciation 1,551
Gain on sale of investment (11,651)
Change in:
Commissions recetvable 24,081
Other receivables (5,642)
Deferred income tax asset (64,617)
Income tax refund receivable (28,785)
Income taxes receivable (146)
Accounts payable and accruals 81,000
Accrued commissions (19,681)
Net Cash Used In Operating Acuvities $ {159,667)

The accompanying notes are an integral part of these financial statements.
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LAMON & STERN, INC.

NOTES TO FINANCIAL STATEMENTS
June 30, 2007

1. GENERAL

The Company is incorporated under the laws of the State of Georgia. It operates as a
broker of securities and is 2 member of the National Association of Securities Dealers.

The Company clears all transactions with and for customers on a fully disclosed basis
with a national cleating broker/dealer and promptly transmits all customer funds and securities
to the clearing broker/dealer, and, as such, is exempt from the computation for determination of
reserve requirements pursuant to SEC Rule 15¢3-3 and information relating to the possession or
control requirements under SEC Rule 15¢3-3.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States 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 duting the reporting period. Actual results could differ from those estimates. Material
estimates that are particularly susceptible to significant change relate to the determination of soft
dollar commissions payable.

The Company maintains its cash accounts in a commercial bank in Adanta, Georgia. For
purposes of the statement of cash flows, the Company considers all short-term liquid
investments with original maturities of three months or less to be cash equivalents. Cash and
cash equivalents exceeding federally insured limits totaled $122,335 art June 30, 2007.

Furniture and equipment and leasehold improvements are carried at cost. Furniture and
equipment are depreciated over five to seven years and leasehold improvements over thirty-one
and one-half years using the straight-line and accelerated methods.

Commission income and related commission expenses are recognized on the trade date.
All securities transactions are handled by a clearing agent, who remits commissions to the
Company monthly. During fiscal year 2007, one customer accounted for approximately 15% of
the revenues.

Soft dollar commission income is derived when an institutional investor executes a stock
trade through the Company in exchange for the Company paying a bill. Soft dollar commission
income, and the related soft dollar commission expense, is accounted for on a trade date basis.




LAMON & STERN, INC.

NOTES TO FINANCIAL STATEMENTS
June 30, 2007

Income taxes ate recognized during the year in which transactions enter into the
determinaton of financial statement income, with deferred taxes being provided for temporary
differences berween amounts of assets and liabilities for financial reporting purposes and such
amounts as measured by tax laws.

Earnings per share is calculated using the Company’s net loss after tax divided by total
numbet of common stock shares issued and outstanding.

3. NET CAPITAL REQUIREMENT

The Company is subject to the Securities and Exchange Commission’s Net Capital Rule
(Rule 15¢3-1), which requires that the rato of aggregate indebtedness to net capital (as these
terms are defined in the Rule) shall not exceed fifteen to one. Net capital and the net capital
ratio fluctuate on a daily basis; however, as of June 30, 2007, the net capital ratio was .80 to 1,
and net capital was $427,831, which exceeded the minimum net capital requirements by
$177,831.

4. RELATED PARTIES

The Company leases its office space on a month to month basis for $1,500 2 month from
the father of the stockholder. The lease expires in December 2007. The Company shares office
space with other entities owned by the stockholder. The father of the stockholder is also a
registered security representative for the Company.

5. MANAGEMENT FEES

The Company paid management fees totaling $444,380 to its stockholder during the year.
The management fees paid are determined on a discretionary basis by the Company.

6. INCOME TAXES

The Company’s deferted income tax asset at June 30, 2007 consists primarily of the
estimated income tax benefit from a net operating loss carryforward of approximately $232,000.
No valuation allowance for the realization of this asset 1s considered to be necessary as
management considers the usage of the net operating loss carryforwards to be more likely than
not. The Company’s net operating loss carryforwards begin expiring in 2028.

Income tax expense differs from the amount expected because of graduated income tax
rates and nondeductible expenses.
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INDEPENDENT AUDITOR'’S REPORT ON SUPPLEMENTARY DATA

To The Board of Ditectors
Lamon & Stern, Inc.

Our audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The computation of net capital, reconciliation of net capital,
reconciliation of stockholder’s equity, computation of aggregate indebtedness, and computation
for determinaton of reserve requirements and possession or control requirements at
June 30, 2007 are presented for purposes of additional analysis and are 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 aur opinion, is fairly
stated in all material respects in relation to the basic financial statements taken as a whole.

5{) Wﬁw Fc

Certified Public Accountants
August 22, 2007

1355 PEACHTREE STREET, N.E., SUITE 200, ATLANTA, GEORGIA 30309-3230
Phone 404-898-2000, Facsimile 404-898-2010 www.windhambrannon.com




LAMON & STERN, INC.

SUPPLEMENTARY DATA
June 30, 2007

Less non-allowable assets (108,150)
Net Capital $ 427831

RECONCILIATION OF NET CAPITAL UNDER RULE 15¢3-1

Net capital, Form X-17A-5, Part I1A $ 508,058
Audit adjustments that affect net capital:

Adjustment of accounts receivable 96,718
Adjustment of commission payable (160,562)
Adjustment of accounts payable (81,000)
Increase in deferred income tax assets 64,617
Net Capital Per Above Computation $ 427831

RECONCILIATION OF STOCKHOLDER'S EQUITY

Stockholder's equity, Form X-17A-5 Part [1A $§ 616,208
Audit adjustments that affect stockholder's equity:
Increase in commission income ' 96,718
Increase in commission payable (160,562)
Increase in operating expense (81,000)
Increase in deferred income tax assets 04,617
Stockholder's Equity Per Audited Financial Statements § 535981

COMPUTATION OF AGGREGATE INDEBTEDNESS
AS DEFINED UNDER RULE 15¢3-1

Accrued commissions $ 260,085
Accrued expenses 3 81,000
Total Aggregate Indebtedness $ 341,085
Ratio of Aggregate Indebtedness to Net Capital 8lto1l




LAMON & STERN, INC.

SUPPLEMENTARY DATA
June 30, 2007

COMPUTATION FOR DETERMINATION OF RESERVE
REQUIREMENTS PURSUANT TO RULE 15¢3-3 AND
INFORMATION RELATING TO THE POSSESSION

OR CONTROL REQUIREMENTS UNDER RULFE 15¢3-3

The provisions of the aforementioned rule are not applicable to Lamon & Stern, Inc.
because the Company carries no margin accounts, does not hold funds or securities for, or owe
money or securities to, customers. All secusities transactions are handled through a clearing
agent who deals directly with the Company’s customers. Lamon & Stern, Inc. is therefore
exempt under the provisions of Rule 15¢3-3(k)(2)(i).
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL

To The Board of Directors
Lamon & Stern, Inc.

In planning and performing our audit of the financial statements and supplemental
schedules of Lamon & Stern, Inc. (the Company), for the year ended June 30, 2007, 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 Securitics 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 17a-5(g), in making the periodic computations of aggregate indebtedness 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 carry securities accounts for customers ot 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 compatisons
and recordation of differences required by rule 17a-13.

2. Complying with the requirements for prompt payment for securities under
Section 4{c} of Federal Reserve Regulation I of the Board of Governots of the
Federal Reserve Systemn.

3. Obtaining and maintaining physical possession ot control of all fully paid and
excess matgin securities of customer as required by rule 15¢3-3.
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The management of the Company is responsible for establishing and maintaining internal
control and the practices and procedures refetred to in the preceding paragraph. In fulfilling this
tesponsibility, estimates and judgments by management are required to assess the expected
benefits and related costs of controls and of the practces 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 accounting principles generally accepted in the United States.
Rule 17a-5(g) lists additional objectives of the practices and procedutres listed in the pteceding
patagraph.

Because of inherent limitatons in internal control or the practices and procedures
referred to above, errot 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 mattets in internal
control that might be material weaknesses under standards established by the American Insttute
of Certified Public Accountants. A material weakness is a condition in which the design or
operation of one or more of the internal control components does not reduce to a relatively low
level the risk that misstatements caused by error ot fraud in amounts that would be material in
relation to the financial statements being audited may occur and not be detected within a timely
petiod by employees in the normal course of petforming 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 consideted by the SEC to be adequate for its purposes in
accordance with the Sccurities 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 June 30, 2007, to meet the SEC’s
objectives.
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This report is intended solely for the information and 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 is not
intended to be and should not be used by anyone other than these specified parties.

b Dorilthert Prammon. <.

Certified Public Accountants

August 22, 2007

END
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