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OATH OR AFFIRMATION

I, ___Marshall Schield swear (or affirm) thzt, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining 1o the firm of
Schield Securities LLC

December 31 2001

as of

are true and correct. I further swear (or affirm) that neither the company

nor any partner, proprietor, principal officer or director has any proprietary interest in any account classified soley as that of
a customer, except as follows:

None
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This report** contains (check all applicabie boxs)""mm*\“‘
(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 Pmprxer.or s Capital.

(f) Statement of Changes in Liabilities Subordinated to Clanns of Creditors.
() Computation of Net Capital

(h) Computation for Determination of Reserve Requirements Pursuant to Ruie 15c3-3.

() Information Relating to the Possession or control Requirements Under Rule 15¢3-3,

(i) ‘A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the

Computation for Determination of the Reserve Reguirements 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 con-
~ solidation.

() An Oath or Affirmation.

(m) A copy of the STPC Supplemental Report.

{n) A report describing any material inadequacies found to exist or found to have existed since the date of the prewom audit,

(o) Independent auditors' report on internal accounting control.
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**For conditians of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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HARDING AND HITTESDORF, P.C.

Certified Public Accountants

600 S. Cherry Street, Suite 815
Denver, Colorado 80246

(303) 393-0888

FAX (303) 393-0894

INDEPENDENT AUDITORS' REPORT

Marshail L. Schield, Member
Schield Securities LLC
Littleton, Colorado

We have audited the accompanying statements of financial condition of Schield Securities LLC as of
December 31, 2001 and 2000, and the related statements of operations, changes in members' equity,
and cash flows for the years then ended which you are filing pursuant to Rule 17a-5 of 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 generally accepted auditing standards. Those standards
require that we plan and pérform 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 Schield Securities LLC as of December 31, 2001 and 2000, and the results of
their operations and their cash flows for the years then ended in conformity with generally accepted
accounting principles.




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 II 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 audits 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.

Handoy amd Hitlledal , PC
HARDING AND HITTESDOREF, P.C.
Certified Public Accountants

February 5, 2002




SCHIELD SECURITIES LLC

STATEMENTS OF FINANCIAL CONDITION

ASSETS
DECEMBER 31,
2001 2000
Cash $ 1,614 $ 21,811
Marketable Securities ‘ 22,768 6,888
Investments (Note B) ‘ 46,100 46,100
$ 70,482 $ 74,799
LIABILITY AND MEMBERS' EQUITY

Liabilities:
Commissions payable $ - $ 3,679
Members' equity ” 70,482 71,120
$ 70,482 - $ 74,799

See accompanying notes to financial statements.
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SCHIELD SECURITIES LLC

STATEMENTS OF OPERATIONS

REVENUES:
Commission income
Interest and dividends
Realized and unrealized gain on marketable securities

EXPENSES:
Commissions
Overhead charges paid to related entity (Note C)
Other

NET (LOSS) INCOME

YEARS ENDED
DECEMBER 31,
2001 2000
$ 91,163 $ 300,194
314 54
786 1,730
92,263 301,978
34,892 257,620
49,580 15,000
8,429 10,332
92,901 282,952
$ (638) $

See accompanying notes to financial statements. .
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SCHIELD SECURITIES LEC

STATEMENTS OF CHANGES IN MEMBERS' EQUITY

Members' equity at January 1, 2000
Member contributions

Net income

Members' equity at December 31, 2000
Net loss

Members' equity at December 31, 2001

See accompanying notes to financial statements.
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SCHIELD SECURITIES LLC

STATEMENTS OF CASH FLOWS

YEARS ENDED-
DECEMBER 31,
. 2001 - 2000
CASH FLOWS FROM OPERATING ACTIVITIES:
Net (loss) income $ (638) % 19,026
Adjustments to reconcile Net (Loss) Income to Net
Cash Used for Operations:
Realized and unrealized gain on investments (786) (1,730)
Decrease in commissions payable (3,679) (843)
Decrease in deposits - (12,500)
NET CASH (USED FOR) PROVIDED
BY OPERATING ACTIVITIES (5,103) 3,953
CASH FL.OWS FROM INVESTING ACTIVITIES:
Purchase of marketable securities (65,314) (65,503)
Sale of marketable securities 50,220 65,485
Purchase of investments - (46,100)
NET CASH USED FOR INVESTING ‘
ACTIVITIES (15,094) (46,118)
CASH FLOWS FROM FINANCING ACTIVITIES:
Member Contributions - " 42,800
NET CASH USED FOR FINANCING
ACTIVITIES - 42,800
NET (DECREASE) INCREASE IN CASH (20,197) 635
CASH AT BEGINNING OF YEAR 21,811 21,176
CASH AT END OF YEAR $ 1,614 5 . 21,811

See accompanying notes to financial statements.
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SCHIELD SECURITIES LLC

NOTES TO FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2001 AND 2000

Summary of Significant Accounting Policies

Organization

Schield Securities LLC (Company) is a Colorado limited liability Company that works with a
custodian who holds legal title to the client's investments. The client's investments are with
various funds offered through Fidelity Investments. The Company is not engaged in effecting
purchases or sales of securities for the accounts of others.

Commissions are generated whenever new Fidelity investments are made. Fidelity pays a
commission to the custodian, after retaining a portion for itself. The custodian, in turn, pays
the Company, who pays various broker-dealers after retaining a small portion to cover its
administrative effort.

Cash and cash equivalents

The Company considers cash on hand and investments with originat maturities of three
months or less to be cash equivalents.

Marketable Securities

Marketable securities consists of mutual funds and are valued at market value. All marketable
securities are defined as trading securities. The resulting difference between cost and market
value is included in the income statement. The cost of the securities sold is determined using
the specific identification method. Market values are determined based on quoted prices at
the balance sheet date. Included in the income statements are unrealized gains of $235 for
2001 and unrealized gains of $263 for 2000.

Income Taxes
The Company is not a taxpaying entity for federal income tax purposes, and thus no income

tax expense has been recorded in the statements. Income of the Company is taxed to the
members in their individual returns. '




SCHIELD SECURITIES LLC

NOTES TO FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2001 AND 2000

Summary of Significant Accounting Policies (continued)

Reclassifications

Certain prior year amounts have been reclassified for comparative purposes with the 2001
presentation. '

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect certain
reported amounts and disclosures. Accordingly, actual results could differ from those
estimates.

" Investments

The Company purchased stock and warrants in The Nasdag Stock Market, Inc. The stock
and warrants have been valued at cost, which the Company believes to be a fair value. Itis
anticipated that Nasdaq will trade its stock to the public in the near future at which time
the investment will be reclassified to marketable securities.

Transactions with Related Entities

The Company shares office space and certain employees with two related entities. The
Company pays an administrative charge, on a basis determined by management, to cover
costs related to office space, supplies and staffing. Certain members' of the Company are
also officers or partners of the related entities.

For the year ended December 31, 2001, the Company also shared a discretionary
percentage of its revenue to reimburse a related entity for certain overhead costs. The
amount of $49,580 has been recorded in the income statement.




SCHIELD SECURITIES LLC

NOTES TO FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2001 AND 2000

Statutory Requirements

Pursuant to Rule 15¢3-1 of the Securities Exchénge Act of 1934, the Company is required
to maintain minimum net capital as defined under such rule. At December 31, 2001, the
Company's net capital was $17,917 and the required net capital was $5,000.

The Company is exempt from certain provisions of Rule 15¢3-3 of the Securities
Exchange Act of 1934 and, accordingly, is not required to maintain a "Special Account for
Exclusive Benefit of Customers". -




SCHIELD SECURITIES LLC

SUPPLEMENTAL SCHEDULE OF COMPUTATION OF NET CAPITAL,
MINIMUM NET CAPITAL REQUIRED, AND AGGREGATE INDEBTEDNESS

DECEMBER 31, 2001

COMPUTATION OF NET CAPITAL AND MINIMUM NET CAPITAL REQUIRED

MEMBERS' EQUITY , ‘ $70,482
DEDUCTIONS:

Haircuts on securities ' (6,465)

Nonallowable assets ] (46,100)
NET CAPITAL $17.917
MINIMUM NET CAPITAL REQUIRED (greatér of 6-2/3%

of aggregate indebtedness or $5,000) $ 5,000
AGGREGATE INDEBTEDNESS

TOTAL LIABILITIES AND AGGREGATE INDEBTEDNESS

T

RATIO OF AGGREGATE INDEBTEDNESS TO NET CAPITAL

- There is no difference between the above net capital computation and the corresponding

computation included in the Company's Form X-17A-5 Part IIA Filing. -

SCHEDULE I




SCHIELD SECURITIES LLC

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
FOR BROKERS AND DEALERS PURSUANT TO RULE 15¢3-3

DECEMBER 31, 2001

The Company is exempt from the provisions of Rule 15¢3-3 under the Securities Exchange Act of
1934, in that the Company's activities are limited to those set forth in the conditions for exemption
appearing in paragraph (k)(2)(1) of the Rule.

' SCHEDULE II




HARDING AND HITTESDORF, PC.

Certified Public Accountants

600 S. Cherry Street, Suite 815
Denver, Colorado 80246

(803) 393-0888

FAX (303) 393-0894

February 5, 2002

To The Members
Schield Securities LLC
Littleton, Colorado

In planning and performing our audit of the financial statements of Schield Securities LLC for the
year ended December 31, 2001, we considered its internal control structure, 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 the internal
‘control structure.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission, we have made
a study of the practices and procedures followed by Schield Securities LLC, including tests of
compliance with 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). We did not review the practices and procedures followed by Schield
Securities LLC in making the quarterly securities examinations, counts, verifications and
comparisons, and the recordation of differences required by Rule 17a-13 or in 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, and in obtaining and maintaining physical
possession or control of all fully paid and excess margin securities of customers as required by rule
15¢3-3, because the Company does not carry security accounts for customers or perform custodial
functions relating to customer securities.

The management of the Company is responsible for establishing and maintaining an internal
control structure 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 preparation of financial statements in
accordance with generally accepted accounting principles. Rule 17a-5(g) lists additional objectives
of the practices and procedures listed in the preceding 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 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 matters in the internal control
structure that might be material weaknesses under standards established by the American Institute
of Certified Public Accountants. A material weakness is a condition in which the designor
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 employees in the normal
course of performing 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 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 were adequate at December 31, 2001 to meet the
Commission's objectives. /

This report is intended solely for the information and use of management, the Securities and
Exchange Commission, the National Association of Securities Dealers and other regulatory
agencies which rely on Rule 17a-5(g) under the Securities Exchange Act of 1934 and should not be

used for any other purposes.

Hodimg omd. Hiftenda) , PC
HARDING AND HITTESDORF, P.C.
Certified Public Accountants




