T ., 7
T —
020185?4 - @Q&@ ncunmnwm % COMMIBSION
W e
AN LB ANNUAL AUDIT!DA.: . RT
= PO A €
FACING PAGE

Information Required of Brokers snd Deslers Pursusat to Section 17 of the
Securities Exchaags Act of 1934 and Rule 17a-5 Thereunder

0 12/31/00
REPORT FOR THE PERIOD BEGCINNING 1ne Ty T AND ENDING Y v e
A- REGISTRANT IDENTIFICATION
NAME OF BROKER-DEALER: = -
The Tax Advisory, Inc
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do nct use P.O. Box No.)
40 Shawn Court )
Alamo, California - e e 94507
Cxy) . [ SN ip Cote)
NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
Gordon Kolsch (925) 831.3000
[Arm Cods — Touphese Ne.)
B. ACCOUNTANT [DENITICATION
INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report®
Edic, William Charles
1012 White Gate Roasd Alamo "‘E'll'%m!l e S i, It o 94507
iAdwres) ) ™y Tie Code)
CHECK ONE:
& Cenified Public Accountant P/ROCESSE@
Z Public Accountant
O Accountant not resident in United States or any of its possessions. J MAR 13 2002
FOR OFFICIAL USE ONLY TRHUMSON
FINANCIAL

*Cla:ms for exermpiion from the requirement that the annual report be covered by the opinion of an independen: public sccountant
must be supported by c statement of facts end circumstances relied on as the basis for the exempiion. See section 240.17e-S(eX3).

SEC 1410 (3-91) MNesential m- whe ate 10 seupond te the sellevtion of infermation

sontained form ave wot requirnd to tvspond unives the form dicpiags
a servently volid JIYNJG contrel samber.

e vise o 3//‘///2?5




OATH OR ATFIRMATION

Ty

L Lordos Kakeh swear (or affirm) that, to the
bex of my knowledge and betief the accompanying financial statement and supporting schedules pertaining to the fim of

The 1ax Agdvisory s of

c—— DospmbOY 31 1400 are true and correct. 1 further swear (or affirm) that neither the company

wor any partner, propristor, principal officer or director has any proprietary interest in any sccount classified soley as that of
2 custoemer, except a8 foilows:

Lz

President
T
Newry Publis
GINA M. REIBOLDT
Comm. # 1339480
NOTARY PUBLIC- CALIFORNIA
Contra Costa County -
NW“M(M.EMM), Az My Comm. Ejpivex Jan.13,£026w!
(a) Fectag page.
(®) Stament of Minencial Condition.
(€) Satemment of Incoms (Lows).
. (d) Satemnent of Changes in Financial Condition.
¥ (o) Satement of Changes in Stockholders’ Equity or Partners’ or Sole Progristor's Capital
S {f) Sutenent of Changss in Liabilities Subordingted to Claims of Crediton
@) Computstion of Net Capital
O () Computation for Determination of Raserve Requiremants Pursuant to Rule 13¢3-3.
O () Information Relating to the Posssssion or control Requirements Under Ruie 15¢3-3.
oo A Reconcilistion, inciuding appropriste explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the
for Deterrsination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
) (x} A Reconcitiation betwesn the audited and unaudited Statements of Financial Condition with respect to methods of con-
g () An Osth or Affrmation.
= (=) A copy of the SIPC Supplunental Repoct.

(n) A report describing any matertal inadequacies found to exist or found 1o have existed since the daze of the previous audit.

**For conditions of confidential tresement of certain portions of this filing, see section 240.17a-5(eX3).
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WILLIAM C. EDIC
Certified Public Accountant
1012 White Gate Road
Alamo, California 94507

Phone/Fax (925) 820-3324

Mr. Gordon Kolsch
THE TAX ADVISORY, INC.
Alamo, CA 94507
Revised

I have audited the financial and operational combined uniform single report, part IIA of Form X-
17A-5 of the Tax Advisory, Inc. for the year ended December 31, 2000. These financial
statements are the responsibility of the company's management. My responsibility 1s to express
an opinion on these financial statements based on my audit.

I conducted my audit in accordance with generally accepted auditing standards. Those standards
require that I 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 principals used and significant estimates made by
management, as well as evaluating the overall financial presentation. I believe that my audit
- provides a reasonable basis for my opinion.

In my opinion, the report referred to above presents fairly, in all material respects, the financial
position of The Tax Advisory, Inc. as of December 31, 2000, and the results of its operations
and statement of cash flow for the year then ended, in conformity with generally accepted
accounting principles.

In my audit of the financial and operational combined uniform single report, part IIA of
Form X-17A-5 of the Tax Advisory, Inc. for the year ended December 31, 2000 I performed the
expanded review of internal control procedures as required by SEC Rule 17a-5. These included
a review of the accounting system, the internal accounting control and procedures for
safeguarding securities including appropriate tests of the period since the prior examination date.

I did not verify, by physical inspection and examination, all client funds and securities on
hand. As of such date, and in accordance with their normal custom and practice, The Tax
Advisory, Inc. did not have any client funds or securities on its premises. Rather, physical
custody of all client funds and securities were held by several financial institutions (banks,
brokerage firms, mutual funds, etc.) and in the name of the client. Accordingly, I performed the
following procedures as of December 31, 2000:




Mr. Gordon Kolsch
Page 2
02/10/02

I obtained independent third-party confirmations of all funds on deposit with banks,
funds invested in mutual funds, and securities held by brokerage firms. I reconciled the
confirmation replies to the underlying books and records and bank statements and month end
statements of account from the mutual funds and brokerage firms and to the detail investment
records of The Tax Advisory, Inc. All funds and investments owned for their account are held
under The Tax Advisory, Inc. name in banks or publicly traded mutual funds. The Tax
Advisory, Inc. only received funds for provided investment advice. No receipts occurred from
the sale of securities or mutual fund shares except for it’s own account.

I obtained independent written confirmations of the balance of investments as of
December 31, 2000 for each of the Company’s investments noting none belonging to clients. I
obtained a judgmental sample of transactional invoices and compared the information contained
thereon with brokerage statements. No material exceptions or discrepancies were noted. I noted
that all cash deposits were due to investment services provided.

Based on the results of my physical inspection and confirmation examination, it is my
opinion that the statement of financial condition, results of operations, cash flow, and
Computation of Net Capital of The Tax Advisory, Inc. did not contain any inadequacies at the
date of examination in accordance with the Computation of Net Capital under Section 240.15¢3-
1, the Computation of Determination of Reserve Requirements for Brokers or Dealers under
~Exhibit A of Sec. 240.15c3-3, and information Relating to the Possession or Control
Requirements under Sec. 240.15¢3-3.

I also reviewed the practices and procedures followed by The Tax Advisory, Inc.
regarding:

1. Making the periodic computation of aggregate indebtedness and net capital
under Sec. 240.17a-3(a)(11) and the reserve required by Sec. 240.15¢3-3(e),

1. Making quarterly securities examinations (Mutual Fund holdings) and any
recordation of differences required by Sec. 240.17a-13;

iii. Complying with the requirement for prompt payment for securities (mutual
fund acquisitions) of section 4(c) of Regulation T (Sec. 220.4 (c) of chapter II of
title 12) of the Board of Governors of the Federal Reserve System;

iv.” Maintaining physical possession or control of fully paid securities as required
by Sec. 240.15¢3-3. The Tax Advisory, Inc. does not have possession of
client securities or investments in publicly traded mutual funds.




Mr. Gofdon Kolsch
Page 3
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In connection with my audit and my review of procedures for safeguarding securities,
nothing came to my attention that caused me to believe that the company was not in compliance
with terms and conditions of any sections of the Securities Exchange Act of 1934. No material
inadequacies were found to exist.

February 10, 2002
Alamo, California
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THE TAX ADVISORY, INC.
Reconciliation of Audited and Focus Report

Computation of Net Capital
December 31, 2000

Net capital per Audited Report $ 30,069
Net capital per Focus Report 25,468
Difference due to haircuts computation $ _4.601

William C. Edic, Certified Public Accountant

Revised
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REGULATION
At NASD Carvpany

s Roberto Grasso

Supervisor of Examiners

February 8, 2002

Mr. Gordon Kolsch
President

The Tax Advisory, inc.
40 Shawn Court

Alamo, CA 94507-2866

Dear Mr. Kolsch:

This acknowledges recsipt of your 2000 annual filing of audited financial statements
made pursuant to Securities and Exchange Commission (SEC) Rule 17a-5(d) (the _
Ruls). The report as submitted appears deficient in that it did not contain the following:

An accurate computation of net capital due to the firm's incorrect treatment
of $23,350 in Nasdaq warrants. These securitias are not readily marketable
and therefore, should be treated as a non-aliowable asset.

Therefore, your submission cannot be considered to comply with the requirements of
the Rule. The text of the Rule is reproduced in the NASD Manual under the saction
tiled SEC Ruies and Regulation T, and we suggest that you review it with your
independent accountant.

Pursuant to the provisions of NASD Rule 8210, we request that you immediately send
one copy of the items listed above to this office and to the SEC regional or district office,
and two copies to the SEC Washington, D.C. office. Your submissions must include a
newly completed Part |l Facing Pagse, a copy of which is enclosed for your convenience.

Please attend to this matter promptly. If you have any questions, please contact
Kathleen Hart, Compliance Examiner, at (415) 882-1282.

il s

Roberto Grasso
Supervisor of Examiners

RG:ra

cc. Jack Bruns, Chief Examiner, Securities and Exchange Commission
William C. Edic, Certified Public Accountant

Enclosure

NASD Reguistion, Inc., District No. 1 526 Marke! Street, Suite 300, San Francisco, CA 84106 (415) 882 - 1200 | Fax (415) 548 - 6991




William C. Edic, CPA S s '
1012 White Gate Road William C. Edic, CPA
Alamo, CA 94507
Phone/Fax (925) 820-3324
e.mail; wedic@cs.com

Fax

To: Angelita, NASD Regulation From: Bill Edic

Fax: 415-546-6991 Pages: 1

Phone: Date: February 10, 2002
Re:  Tax Advisory, Inc CC:  Gordon Kolsch

O Urgent [ ForReview (JPlease Comment [J Please Reply O Please Recycle

® Comments:

In answer to your query here is the breakdown of the investment balance sheet amount for
The Tax Advisory, Inc. at 12/31/00:

Per Shr.

JInvestment ——f#shrs,  Price  Value
Technology Innovaters Fund 718.408 23.13 16,616.78
Fidelity Growth Co. Fund 196.764 71.43 14,054.85
NASD shares 250.000 13.00 3,250.00 )
NASD Phase 1 Warrents 300.000 11.00 3,300.00) $23,350
NASD Phase 11 Warrents 1,200.00 14.00 ___16,800.00)

—2254,021.63

If you have any questions please contact me at the letterhead address.

Very truly yours,

Bill Edic
William C. Edic
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