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SCOTT G. LONG (406)721-0999
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B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*
ANDERSON ZURMUEHLEN & COMPANY., P.C.

{Name ~ if individual, state lass, first, middle name)
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CHECK ONE:
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O Public Accountant ¥ PROCESSED
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OATH OR AFFIRMATION

1, SCOTT G. LONG , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

S.G. LONG & COMPANY , @s
of JUNE 30, 2008 , 20 ~, 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:

NONE

Signature

7
//., /ﬂy NA_ N

CHAIRMAN QF THE BOARD / CCO
Title

otary Public

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

KX (a) Facing Page.

KX (b) Statement of Financial Condition.

a (c) Statement of Income {Loss).

KX (d) Statement of Changes in Financial Condition.

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

[0 (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors,

) 9.4 {g) Computation of Net Capital.

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

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

O () 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 (x) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect 1o methods of
consolidation.

8 (1) An Oath or Affirmation.

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

[0 (n) Areport describing 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 240.1 7a-5(e)(3).

STATE OF MONTANA
COUNTY OF MISSOULA
SIGNED AND SWORN (OR AFFIRMED) BEFORE ME ON( /0 . & »2008

BY SCOTT G. LONG.
Eom T Emi Lh

Notary Public

R Y Residing at /7/7/&%/1./4, it
;f . PR = My Commission Expires: (2{5}) /¢ H0)0)
SR



S.G. LONG & COMPANY
(A Wholly Owned Subsidiary of
S.G. Long Financial Service Corp.)
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#* & COMPANY

1821 SOUTH AVENUE WEST, 5TH FLOOR
PO, BOX 2368 = MISSOULA, MONTANA 59806-2368
4N6+721+7800 FAX 40627214155

INDEPENDENT AUDITORS' REPORT

Board of Directors and Stockholders
S.G. Long & Company
Missoula, Montana

We have audited the accompanying statement of financial condition of $.G. Long &
Company (a wholly owned subsidiary of S.G. Long Financial Service Corp.) as of June 30,
2008, and the related statements of operations, stockholders’ 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 of America. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

[n our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of S.G. Long & Company at June 30, 2008, and the results of
its operations and its cash flows for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The information contained in Schedules | and 2 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 material respects in
relation to the basic financial statements taken as a whole.

Hndonson Ziorthle f 4, £C

Missoula, Montana
July 30, 2008
ANDERSON ZURMUEHLEN & CO., P.C. » CERTIFIED PUBLIC ACCOUNTANTS & BUSINESS CONSULTANTS
MEMBER: American Institute of Centified Public Accountants

WEBSITE: www.azworld.com
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S.G. LONG & COMPANY
STATEMENT OF OPERATIONS
For the Year Ended June 30, 2008

L Z
hYj
Revenues
Commissions and trails $ 270,825
Managed accounts fees 132.405
Qutside fees 275,973
679203
Expenses
Commissions and trails payouts 81,468
Managed and outside fees payouts 233,521
Broker expenses and charges 72,434
Executive salaries 21,000
Office salaries 87216
Rent 71,964
Depreciation 8,448
Advertising 4,275
Taxes and licenses 14,022
Professional fees 23,008
Legal 86,331
Cleaning 2,460
Dues and subscriptions 4,067
Office supplies and postage 15,489
Computer and stock quotes 16,089
Miscellaneous 8,300
Insurance 17,247
Travel and entertainment 6,973
Employee benefits 5,119
Contributions - 2,910
Training 4,009
Telephone 0,693
Utilities 7,776
Payroll taxes 125,709
Retirement plan 12,830
© 843,358
Loss from operations __ (164,155)
Other Income
Administrative services - affiliate 71,871
Rebates 31,756
Rent 4,875
Investment income 4,099
Other 35,144
147,745
Loss before income taxes (16,410}
Income Tax Expense - Current (50)
Net loss $ (16,460)

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




S.G. LONG & COMPANY
STATEMENT OF CASH FLOWS
For the Year Ended June 30, 2008

£ 7

\Y}

CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss

Adjustments to reconcile net loss to net cash
used in operations:

Depreciation

Loss on disposition of equipment

Changes in operating assets and liabilities:
Receivables
Prepaid expenses
Accounts payable and accrued expenses

Total adjustments

Net cash used in operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of furniture and equipment
Cash paid for deposit

Net cash used in investing activities

Net decrease in cash and cash equivalents

Cash and Cash Equivalents
Beginning of year

End of year

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

$

(16,460)

8,448
849

(12,353)
(3,226)
16,397

10,115

(6,345)

(7,778)
(351)

(8,129)

(14,474)

60,212

$

45,738




S.G. LONG & COMPANY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
June 30, 2008

L\
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NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Advertising Costs:
The Company expenses the costs of advertising as incurred. Total advertising expense was $4,275
for the year ended June 30, 2008.

Income Taxes:

Deferred tax assets and liabilities are recognized for the estimated future consequences attributable to
differences between the financial statement carrying amounts of assets and liabilities and their
respective tax bases. The current and noncurrent portion of these deferred tax assets and liabilities
are classified in the statement of financial condition based on the respective classification of the
assets and liabilities which give rise to such deferred income taxes. The effect on deferred tax assets
and liabilities of a change in tax rates is recognized in tax expense in the period that includes the
enactment date. The aforementioned income taxes effects reflect application of current guidance
under generally accepted accounting standards and tax regulations to Company balances. The
Company files a consolidated return with its parent corporation, S.G. Long Financial Service Corp.,
and the parent corporation will allocate tax effects to the Company based on the Company’s financial
statement estimates.

Deposits:
The Company maintains a clearing account deposit with RBC Correspondent Services, a division of
RBC Capital Markets in accordance with certain agreements.

Estimates:

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets
and liabilities, disclosures of contingent assets and liabilities, and the reported amounts of revenue
and expenses. Actual results could differ from those estimates.

NOTE 2. CASH AND CASH EQUIVALENTS

At June 30, 2008, the Company’s cash and cash equivalents consisted of:

Bank accounts $ 21,011
Petty cash 200
Money market accounts 24,527

$ 45,738
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S.G. LONG & COMPANY
NOTES TO FINANCIAL STATEMENTS (CONTINUED})
June 30, 2008

L7
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NOTE 5. COMMITMENTS AND CONTINGENCIES (CONTINUED)

In 2006, a minority shareholder and former employee exercised his dissenter’s rights under Montana
law in connection with his shareholder vote against a reorganization plan involving an exchange of
Company shares for shares of the parent holding company, S.G. Long Financial Service Corp. In
2006, the Company repurchased the shareholder’s 11,000 common shares for $58,300 based on the
book value of the Company on the date of the reorganization, under the terms of the shareholder
agreement. The shareholder claims $665,842 plus interest for the fair value of his common stock, in
excess of the $58,300 previously paid. The same shareholder/employee has also filed an additional
claim for $1.4 million for an alleged breach of employment contract or oral promise in conjunction
with his initial employment in June 2002. In addition, the former shareholder has filed a similar
lawsuit against the majority shareholder and the Company may be required to indemnify the majority
shareholder for legal fees related to the matter. A trial date has been set for September 2008. The
Company believes that these claims are defensible and without merit, and is defending the claims
vigorously. An estimate of potential loss, if any, is not possible.

NOTE 6. INCOME TAXES

The Company has deferred income tax assets of $11,000 that relate primarily to net operating loss
carry forward amounts totaling approximately $50,000, which expire in 2027 through 2028. Since
the Company’s taxable income is reported in the consolidated tax return of its parent, S.G. Long
Financial Service Corp., the realization of the deferred income tax assets depends on consolidated
taxable income in future periods. A 100% valuation allowance has been established since
consolidated taxable income in future periods is not reasonably assured, and accordingly the deferred
income taxes are not reported on the Company’s statement of financial condition.

NOTE 7. RETIREMENT PLAN

The Company sponsors a 401(k) plan covering employees over the age of eighteen years with a
minimum of one year of service, as defined in the plan document. Under a safe-harbor requirement,
the Company matches up to 4% of compensation and vesting of these safe-harbor matching
contributions is immediate. The employee may also elect to contribute to the plan with no stated
limitation other than those imposed by the Internal Revenue Code. The Company may elect to make
discretionary profit sharing and additional matching contributions to the plan. Such Company
discretionary contributions vest ratably over six years. In 2008, there were no profit sharing or
additional matching contributions. The Company’s safe-harbor matching contributions to the plan
totaled $12,830 in 2008.
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Reconciliations With Company's Computations

Stockholders' Equity

Stockholders’ Equity - as Reported in FOCUS Report

Adjustments - None to Report

Stockholders' Equity - Per Audited Financial Statements

Net Capital

Net Capital - as Reported in FOCUS Report

Adjustments - None to Report

Net Capital - Per Audited Financial Statements

$

$

118,330

118,330

_—

$

$

71,001

71,001
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5 & COMPANY

1821 SOUTH AVENUE WEST, 5TH FLOOR
P.O. BOX 2368 + MISSOULA, MONTANA 59806-2368
406272127800 FAX 406272124155

INDEPENDENT AUDITORS’ REPORT
ON INTERNAL CONTROL REQUIRED BY SEC RULE 17A-5

Board of Directors and Stockholders
S.G. Long & Company
Missoula, Montana

We have audited the financial statements of S.G. Long and Company as of and for the year
ended June 30, 2008, and have issued our report thereon dated July 30, 2008. We conducted
our audit in accordance with auditing standards generally accepted in the United States of
America

In planning and performing our audit of the financial statements of S.G. Long & Company
for the year ended June 30, 2008, we considered its internal control, including control
activities for safeguarding activities, 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 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 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 quarterly securities examinations, counts, verifications, and
comparisons.

2. Recordation of differences required by rule 17a-13.

3. 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

ANDERSON ZURMUEHLEN & CO., P.C, » CERTIFIED PUBLIC ACCOUNTANTS & BUSINESS CONSULTANTS

MEMBER: American Institute of Centified Public Accountants

WEBSITE: www.azworld.com
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This report is intended solely for the information and use of the Board of Directors,

management, the Securities and Exchange Commission, 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.

” {oniom 34,[1.-./"{“- «;8//0-) 2.

Missoula, Montana
July 30, 2008
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