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OATH OR AFFIRMATION

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

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Rodgers Brothers Inc. , as

of 12111 , 2007 , 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:

T b
/Signature/
President

Title
-

Publi 3 é COMMONWEALTH OF PENNSYLVANIA
Notary Public T

Meredith Rodgers, Notary Public

This report ** contains (check all applicable boxes): Cranberry Twp., Butler County

® (a) Facing Page. My Commission Expires Nov. 30, 2010

Bbd (b) Statement of Financial Condition. Momber. Pennsylvania Association of Notaries

& (c) Statement of Income (Loss).

O (d) Statement of Changes in Financial Condition.

B4 (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

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

& (g) Computation of Net Capital.

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

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

B () 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 Statements of Financial Condition with respect to methods of
consolidation.

& (1) An Oath or Affirmation.

O (m) A copy of the SIPC Supplemental Report.

O (n) Areportdescribing any material inadequacies found to 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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210t Grant Building Phone 412.281.2025

S I S T E N Pittsburgh, Pennsylvania Fax 412.338.4597

STRATEGIES FOR BUSINESS 15219-2300 Web  wwwi.sisterson.com

INDEPENDENT AUDITOR'S REPORT

To the Board of Directors of
Rodgers Brothers, Inc.

We have audited the accompanying statements of financial condition of RODGERS BROTHERS, INC.
as of December 31, 2007 and 2006, and the related statements of income, changes in shareholders'
equity and cash flows for the years then ended that will be filed 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
audits.

We conducted our audits 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 audits provide 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 Rodgers Brothers, Inc. as of December 31, 2007 and 2006, and the results of its
operations and its cash flows for the years then ended in conformity with accounting principles generaily
accepted in the United States of America.

Our audits were conducted for the purpose of forming an opinion on the basic financial statements taken
as a whole. The information contained in Schedules I and ! 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
opinuon, is fairly stated in all material respects in relation to the basic financial statements taken as a

whole.
. /
%’\Azq,_\ £ G P

February 19, 2008

Sisterson & Co. LLP
Certified Public Accountants
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RODGERS BROTHERS, INC.

STATEMENTS OF FINANCIAL CONDITION

ASSETS

Cash and cash equivalents
Receivable from clearing organization
Receivables from investment advisory customers
Investments owned

Marketable securities (Note 3)

Limited partnerships, at estimated fair value
Deposit with clearing organization
Furniture and equipment, at cost less accumulated

depreciation of $38,281 and $20,723

LIABILITIES AND SHAREHOLDERS' EQUITY

Accrued expenses

Shareholders' equity
Common stock, $1 par value; 10,000 shares
authorized; 980 shares issued and outstanding
Additional paid-in capital
Retained carnings

Total shareholders' equity

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

2-

December 31,

2007 2006
168,199 $§ 154,477
32,577 35,765
312,362 252,684
106,348 81,182
27,500 40,000
24,749 25,015
69,580 52,942
741,815 $ 642,065
83,837 78,707
980 980
134,672 134,672
522,326 427,706
657,978 563,358
741,815 $§ 642,065
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RODGERS BROTHERS, INC.

STATEMENTS OF INCOME

Revenues
Commissions, net of clearing costs
Investment advisory fees
Net dealer inventory and investment losses
Oil and gas royalties
Interest and dividends
Other income

Expenses
Employee compensation and benefits
Communications
Occupancy and equipment rental
Other operating expenses
Interest expense

Income before provision for income taxes
Provision for income taxes (Note 5)

Net income

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

3-

Year ended December 31,

2007 2006
523,905 $ 534,024
1,436,000 1,017,084
(112,091) (50,018)
13,735 28,233
9,278 4,939
36,316 -
1,907,143 1,534,262
1,476,795 1,146,473
31,121 37,396
102,215 95,134
136,846 142,599
1,193 3,559
1,748,170 1,425,161
158,973 109,101
64,353 58,465
94,620 $ 50,636




- W W W W W W W W W W W W W W W W W W W W W W W W W Wy W W W W W W W W W W W W W W W W

RODGERS BROTHERS, INC.

STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY

Years ended December 31, 2007 and 2006

Additional Total
Common paid-in Retained shareholders'

stock capital eamings equity
Balance, January 1, 2006 3 980 $ 134,672 $§ 377070 § 512,722
Net income -- - 50,636 50,636
Balance, December 31, 2006 980 134,672 427,706 563,358
Net income -- -- 94,620 94,620
Balance, December 31, 2007 $ 980 § 134,672 § 522326 657,978

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




RODGERS BROTHERS, INC.

STATEMENTS OF CASH FLOWS

Cash flows from operating activities

Net income S

Adjustments to reconcile net income to net cash provided
by (used in) operating activities
Depreciation
Increase (decrease) in cash from changes in
Receivable from clearing organization
Receivables from investment advisory customers
Securities owned
Cash deposit with clearing organization
Accrued expenses

Net cash provided by (used in) operating activities

Cash flows from investing activities
Purchases of furniture and equipment

Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year $

Supplemental disclosures of cash flow information

Cash paid for income taxes $

Cash paid for interest $

Year ended December 31,

2007 2006
94,620 3 50,636
17,558 10,441

3,188 (6,366)
(59,678) (58,758)
(13,166) 18,585

266 76
5,130 (21,843)
47918 (7,229)

(34,196) (25,066)
13,722 (32,295)

154,477 186,772

168,199 $ 154,477
89,329 § 2,500

1,193 § 3,559

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

-5
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NOTE 1 -

NOTE 2 -

RODGERS BROTHERS, INC.

NOTES TO FINANCIAL STATEMENTS

ORGANIZATION AND HISTORY

Rodgers Brothers, Inc. (the “Company™) is a general securnities broker-dealer that clears
customer transactions through another broker-dealer (clearing organization) on a fully
disclosed basis. The Company also provides agency transaction services and manages
mmvestment advisory accounts (dba Monongahela Capital) for its clients. Commissions are
earned on agency transaction services and investment advisory fees are eammed for
managing customer accounts. The Company's clients are predominantly retail investors and
small institutions.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Revenue recognition

Commissions, net of clearing fees, are recorded on a trade date basis. Investment advisory
fees are recorded as of the end of each quarter for services performed that quarter.

Investments
Securities transactions are recorded on a trade date basis.

Marketable securities consist of corporate stocks and purchased options and are reported at
quoted market prices.

Other securities consist of investments in oil and gas limited partnerships and are reported
at estimated fair value. Fair values of the limited partnerships are estimated based on cash
flows. The estimated values may differ from the values that would have been used had a
ready market for the investments existed and such differences could be material.

Deposit with ¢clearing orgamization

This deposit is to protect the clearing organization from potential losses on customer
accounts introduced by the Company and is not available for operations or other use.

Cash and cash equivalents

Cash and cash equivalents include interest bearing deposits and money market funds with
maturities of three months or less.

The Company maintains its cash in bank deposit accounts that, at times, may exceed
federally insured limits. The Company has not experienced any losses in such accounts and
does not believe it is exposed to any significant credit risk on cash.
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NOTE 2 -

NOTE 3 -

NOTE 4 -

RODGERS BROTHERS, INC.

NOTES TO FINANCIAL STATEMENTS
(continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Fumiture and equipment

Furniture and equipment are depreciated on the straight-line method over estimated useful
lives of 5 to 7 years. '

Use of estimates

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 labilities 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. Actual results could differ
from those estimates.

MARKETABLE SECURITIES OWNED

Marketable securities at quoted market prices consist of the following at December 31:

2007 2006
Corporate stocks $ 86,348 § 64,282
Purchased options 20,500 16,900
$ 106,848 §$ 81,182

NET CAPITAL REQUIREMENT

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. At December 31, 2007, the Company's net capital ratio was .39 to 1. At
December 31, 2007, the Company had net capital of $212,570, which was $112,570 in
excess of its required minimum net capital of $100,000.
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NOTE 5 -

NOTE 6 -

NOTE 7 -

RODGERS BROTHERS, INC.

NOTES TO FINANCIAL STATEMENTS
(continued)

PROVISION FOR INCOME TAXES

The provision for income taxes consists of the following for the years ended December 31:

2007 2006
Currently payable
Federal $ 46,528 § 43,296
State 17,825 15,169
$ 64,353 $ 58,465

The provision for income taxes differs from the amount computed by applying the statutory
U.S. federal income tax rate to income before taxes as a result of nondeductible or
nontaxable items and state income tax expense.

A capital loss carryforward of approximately $162,000 expiring in 2008-2012 is available
at December 31, 2007 to offset future capital gains.

RETIREMENT PLAN

The Company sponsors a profit sharing plan covering all employees who have attained the
age of 21 and completed at least one year of service. The Company's contributions to the
plan are discretionary. During 2007 and 2006, the Company made contributions to the plan
of $50,000 and $15,000, respectively.

COMMITMENTS

The Company leases its office space under an operating lease that expires December 31,
2014. The lease contains customary escalation clauses and is noncancelable, except that the
Company may terminate the lease as of December 31, 2009 upon prior notice and payment
of a termination fee. Total rental expense for office space was $84,657 in 2007 and
$84,693 in 2006.

Future minimum rental payments at December 31, 2007 under the noncancelable term of
the lease are as follows:

2008 $ 83,136
2009 83,136
$ 166,272

-8-
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SUPPLEMENTARY INFORMATION PURSUANT TO
RULE 17a-5 OF THE SECURITIES AND EXCHANGE

ACT OF 1934



RODGERS BROTHERS, INC.

COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION

December 31, 2007

Net capital computation

Total shareholders' equity $

Deduct shareholders' equity not allowable for net capital

Total shareholders' equity qualified for net capital
Add
A. Liabilities subordinated to claims of general
creditors allowable in computation of net capital
B. Other (deductions) or allowable credits

Total capital and allowable subordinated liabilities

Deductions and/or charges
A. Non-allowable assets-fumiture and equipment, net, receivables from
investment advisory customers, investment 1n otl and gas limited
partnerships and certain rebates receivable from clearing organization
B. Unsecured customer debt

Net capital before haircuts on securities positions

Haircuts on securities
A. Contractual securities commitments
B. Securities collateralizing secured demand notes
C. Trading and investment securities
1. Equity
2. Certificates of deposit
3. Undue concentrations

Net capital $
Aggregate indebtedness
Items included in statement of financial condition
Accrued expenses $

Computation of basic net capital requirement
A. Minimum net capital required (6-2/3% of total
aggregate indebtedness)

B. Minimum dollar net capital requirement
Net capital requirement (greater of A. or B.)

& A 1

Excess net capital
Ratio: Aggregate indebtedness to net capital

Schedule ]

657,978

657,978

657,978

(419,863)
(45)

238,070

(24,803)

(697)
212,570

83,837

5,589

100,000

100,000

112,570

39to 1

A reconciliation with the Company’s computation included in Part II of Form X-17A-5 as of December 31,
2007 1s not included because there is no material difference between the Company’s computation and the

computation above.
-10-
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RODGERS BROTHERS, INC.
Schedule 11
EXEMPTIVE PROVISION UNDER RULE 15¢3-3

An exemption from Rule 15¢3-3 1s claimed based on Section (k)(2)(i1). Rodgers Brothers, Inc. clears all
customer transactions through another broker-dealer on a fully disclosed basis.

-11-
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Board of Directors
Rodgers Brothers, Inc.

In planning and performing our audit of the financial statements of Rodgers Brothers, Inc. (the
Company), as of and for the year ended December 31, 2007, in accordance with auditing standards
generally accepted in the United States of America, we considered the Company’s intermal control
over financial reporting (internal control) as a basis for designing our auditing procedures for the
purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Company’s internal control. Accordingly, we do
not express an opinion on the effectiveness of the Company’s 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 consideration
of control activities for safeguarding securities. This study included 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 (or aggregate debits) 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 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 the quarterly securities examinations, counts, verifications, and
comparisons and recordation of differences required by Rule 17a-13.

2. Complying with the requirements for prompt payment for securities under Section
8 of Federal Reserve Regulation T of the Board of Governors 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 conformity with generally accepted accounting principles. Rule 17a-5(g) lists
additional objectives of the practices and procedures listed in the preceding paragraph.

Sisterson & Co. LLP
Certified Public Accountants



Because of inherent limitations in internal control and 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 pentods is subject to the nisk that they may become inadequate because of changes in
conditions or that the effectiveness of their design and operation may deteriorate.

A control deficiency exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record, process,
or report financial data reliably in accordance with generally accepted accounting principles such
that there 1s more than a remote likelihood that a misstatement of the entity’s financial statements
that is more than inconsequential will not be prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements
will not be prevented or detected by the entity’s internal control.

Our consideration of intemal control was for the limited purpose described in the first and second
paragraphs and would not necessarily identify all deficiencies in internal control that might be
material weaknesses. We did not identify any deficiencies in internal control and 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, as described in the second paragraph of this report, were
adequate at December 31, 2007, to meet the SEC's objectives.

This report is intended solely for the information and use of the Board of Directors, management,
the SEC, the Financial Industry Regulatory Authority, 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.
_ ‘ ’
ﬂm_m_,,\, £ b ocep

February 19, 2008
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