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. OATH OR AFFIRMATION

1, F. Vaughn Gardlnler swear (or affirm) that, to the

best of my knowiedge and behcf the awompanymg ﬁnanaal statement and supporting schedules pertaining to the firm of
Gardinier and Coqpany, Inc. _ . as of

December 31, - 1/9/2001_ are true and correct. | further swear (or affirm) that neither the company

nor any partner, proprietor, prmcxpal officcr or director has any proprietary interest in any account classxﬁed soley as that of
a customer, except as follows:

. —
= Sl

President

Title

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

&® (a) Facing page.

& (b) Statement of Financial Condition.

B  (c) Statement of Income (Loss).

B (d) Statement of Changes in Financial Condition.

& (ec) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietor’s Capital.

C (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

X (g) Computation of Net Capital

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

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

T () A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢c3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3. '

3 (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation.

& () An Oath or Affirmation.

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

(n) A reporn describing any material inadequacies found 10 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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Larry O’Donnell, CPA, P.C.

Telephone (303) 745-4545 2280 South Xanadu Way
Suite 370
Aurora, Colorado 80014
Board of Directors
Gardinier and Company, Inc.
Littleton, Colorado

INDEPENDENT AUDITORS’ REPORT

Thave audited the accompanying statement of financial condition of Gardinier and Company, Inc., as
of December 31, 2001, and the related statements of operations, changes in stockholder’s equity, and
cash flows for the year then ended. These financial statements are the responsibility of the company’s
management. My responsibility is to express an opinion on these financial statements based upon my
audit. :

My conducted my audit based on generally accepted auditing standards in the United States of
America. These 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 principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. Ibelieve that
my audit provides a reasonable basis for my opinion.

In my opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Gardinier and Company, Inc., as of December 31, 2001, and the results of its

operations and its cash flows for the year then ended in conformity with the generally accepted
accounting principles in the United States of America.

Larny O Dounetl, OPA4, P.L.

February 15, 2002 -



GARDINIER AND COMPANY, INC.
Littleton, Colorado
Statement of Financial Condition
December 31, 2001

ASSETS:
Current Assets:
Cash:
Checking $§ 990
Money Market 12,795
13,785
Accounts Receivable-officer 1,164
Prepaid Federal and State Income Taxes 516
Securities Owned, at Market (Note 1) 298.500
Total Current Assets 313.965
Property and Equipment:
Office Equipment $11,792
Vehicle 45.964
57,756
Less: Accumulated Depreciation 47.148
Total Property and Equipment , 10.608
Total Assets 324.573
LIABILITIES AND STOCKHOLDER’S EQUITY:
Liabilities:
Corporation Income Tax - current $ 5,303
Deferred Income Tax 207
Accounts Payable Trade 150
Total Liabilities 5,660
Stockholder’s Equity:
Common Stock, 100,000 shares authorized at $0.10 par value;

25,000 shares issued and Outstanding 2,500
Additional Paid-In Capital 129,576
Retained Earnings ‘ 186.837

Total Stockholder’s Equity 318913
Total Liabilifies and Stockholder’s Equity $324.573

The accompanying notes are an integral part of these financial statements.
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GARDINIER AND COMPANY, INC.
Littleton, Colorado
Statement of Operations
For the Year Ended December 31, 2001

REVENUE:
Commissions and Trading Revenue $ 43,437
Net Dealer Inventory and Investment (Loss) (45,127)
Interest and Dividends 1,733
Fund Income 13.891
Total Revenue (Loss) 13.934
EXPENSES:
Employee Compensation and Benefits _ 10,634
Travel and Entertainment 8,405
Communications ' 1,700
Office Supplies and Postage 4,295
Insurance 764
Other Operating Costs 3,676
Depreciation 3.528
Total Expenses 33.002
Net (Loss) Before Income Taxes (19.068)
Corporation Income Tax - 5,303
Net (Loss) $(24.371)
(Loss) per Share of Common Stock (25,000 Shares Outstanding) $ 97

The accompanying notes are an integral part of these financial statements.
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GARDINIER AND COMPANY, INC.
Littleton, Colorado
Statement of Changes in Stockholder’s Equity
December 31, 2001

Additional

No. Of Amount Paid In Retained

Shares of Stock Capital Earnings
Beginning Balance - January 1, 2001 25,000 $2,500 $129,576 $233,016
Dividends Paid (30,353)
Reduce Deferred Income Tax Accrual of 2000 8,545
Net (Loss) for Year (24.371)
Balance at December 31, 2000 25,000 2.500 $129.576 $186.837

The accompanying notes are an integral part of these financial statements.
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GARDINIER AND COMPANY, INC.

Littleton, Colorado

Statement of Cash Flows
For The Year Ended December 31, 2001

Cash Flows From Operating Activities:

Net (Loss)

Adjustments to Reconcile Net Income to Net Cash Provided by Operating Activities:

Depreciation/Amortization
Unrealized Losses

Changes in Assets and Liabilities:
Decrease in Prepaid Taxes
Increase (Decrease) in Payables and Accrued Liabilities
Decrease in Special Reserve

Cash Flows Provided (Used) By Operating Activities

Cash Flows From Investing Activities:

Purchase of in Marketable Securities
Cash Flows Provided (Used) By Investing Activities

Cash Flow Fror: Financing Activities:

Reduction of Deferred Income Taxes
Cash Dividend Paid

Cash Flows Provided (Used) By Financing Activities

Net Increase (Decrease) in Cash
Cash Balance Beginning of Year

Cash Balance December 31, 2001

Cash is Defined as Follows:

Cash includes demand deposits with banks on other financial institutions. Cash also includes other kinds
of trust accounts that have the characteristics of demand deposits in that the customer may deposit additional
funds at any time and also may effectively withdraw funds at any time without prior notice or penalty. There
were no non-cash transactions during the year. There was no interest expense during the year. Income taxes

paid during the year were $2,534.

$ (24,371)

3,528 -

45,127

234
(5,626)
5,034

23.926

9,975

9.975

8,545
(30.353)

(21.808)

12,093
1,692

$ 13.785

The accompanying notes are an integral part of these financial statements.
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NOTE 1:

GARDINIER AND COMPANY, INC.
Littleton, Colorado
Notes to Financial Statements
December 31, 2001

Summary of Accounting Policies
The company is engaged primarily in the brokerage and investment advisory business.
Securities transactions (and related commission revenue and expense) are recorded on a

transaction date basis with settlement occurring generally seven business days later.

Proprietary Investments

For financial reporting purposes, trading and investment positions in marketable equity
securities are valued at current market value and, the unrealized appreciation is included as
part of revenue in the income statement. At December 31, 2001, the cost of marketable
securities was $297,407, and the market value was $298,500. The net unrealized loss
included in the income statement was $45,127.

Property and Equipment

Office equipment and vehicles are carried at cost less accumulated depreciation. Office
equipment and vehicles are depreciated using useful lives of seven years.

Concentration of Credit and Market Risk

The company maintains its cash deposits in a bank and other financial institutions. The
amount on deposit with these institutions at December 31, 2001, was approximately $1,692.
The company holds marketable equity securities which are traded on national market
exchanges. The market value of these securities at December 31, 2001, was $298,500 based
on published market prices. The values of these marketable equity securities are subject to
fluctuations caused by general market conditions.

Management’s Use of Estimates

With regard to the value of marketable securities and with regard to the useful lives of
property and equipment, it is necessary to make use of estimates. Although it is possible
that estimates could change during the coming year, management does not anticipate a
significant change in the near future.



NOTE 2:

NOTE 3:

NOTE 4:

NOTE 5:

NOTE 6:

GARDINIER AND COMPANY, INC.
Littleton, Colorado
Notes to Financial Statements
December 31, 2001

Net Capital Requirements

Pursuant to the net capital provisions of Rule 15¢3-1 of the Securities Exchange Act of
1934, the corporation is required to maintain a net capital as defined under the provisions.
At December 31, 2001, the business had net capital and net capital requirements of
approximately $261,850. The business’ net capital ratio was 1 to 1.22. Net capital and the

net capital ratio may fluctuate on a daily basis. The net capital ratio may restrict the
payment of cash dividends.

Pension Plan

The corporation has a defined contribution pension plan for its employees. The
contributions are based on 15 percent of the compensation of each participant in the plan.
The trustee for the plan is AIM Family of Funds, and the investments are in stock funds.
Contributions for the year ended December 31, 2001, were $1,320 which was 9 percent.

Income Taxes

The company has adopted FASB Statement 109, “Accounting for Income Taxes”. This
statement requires the calculation of deferred taxes using the liability method. Under the
liability method, deferred tax balances must be adjusted to reflect exact changes in income
tax rates, and deferred taxes must be provided on all book-tax basis differences. As of
December 31, 2001, there were no deferred tax assets. The deferred tax liability at
December 31, 2001, was $207. For 2001, the corporate income tax liability was $3,809.
The deferred income tax liability is due to a decrease in unrealized gains in marketable
securities of $55,102 from 2000.

Margin Account Pavable

The company has a margin account with a brokerage house which allows the company to
borrow 50% of the market value of its securities. The account bears an interest rate of 7.5%
per year and is collateralized by the securities. There was no balance owing at year end.

Related Pa

Mr. F. Vaughn Gardinier is the sole shareholder of Gardinier and Company, Inc. Mr.
Gardinier during the past year owed the company various amounts of money on which he
paid interest of eight and one-half percent per annum on the unpaid balance. At December
31, 2001, he owed the company $1,164.

-7-



SUPPLEMENTAL INFORMATION



Larry O’'Donnell, CPA, P.C.

Telephone (303) 745-4545 2280 South Xanadu Way

Suite 370
Aurora, Colorado 80014

Board of Directors
Gardinier and Company, Inc.
Littleton, Colorado

INDEPENDENT AUDITOR’S REPORT
ON SUPPLEMENTAL INFORMATION

My report on my audit of the basic financial statements of Gardinier and Company, Inc., for 2001 appears
on page 1. That audit was made for the purpose of forming an opinion on the basic financial statements
taken as a whole. The supplemental schedules are presented for purposes of additional analysis and are not
a required part of the basic financial statements. 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.

Lavy O Dounell, CPH4. P.C.

February 15,2002
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GARDINIER AND COMPANY, INC.
Littleton, Colorado
December 31, 2001

RECONCILIATION PURSUANT TO RULE 17a(d)(4) OF AUDITED
COMPUTATIONS OF NET CAPITAL AND DETERMINATION OF RESERVE
REQUIREMENTS TO COMPUTATIONS SUBMITTED BY THE COMPANY

There are no material differences between those submitted by the corporation and the audited schedules.

The areas of adjustments were in recording depreciation, adjustment of the securities valuation account, and
recording of income taxes payable.



GARDINIER AND COMPANY, INC.
Littleton, Colorado
December 31, 2001

INFORMATION FOR POSSESSION OR CONTROL
REQUIREMENTS UNDER RULE 15C3-3

State the market valuation and the number of items of:

1.

Customer’s fully paid securities and excess margin securities, not in the respondent’s possession or
control as of the report date (for which instructions to reduce to possession or control had been issued

as of the report date), but for which the required action was not taken by respondent within the time
frames specified under Rule 15¢3-3. Notes A and B.

A. Number of Items None

Customer’s fully paid securities and excess margin securities for which instructions to reduce to
possession or control had not been issued as of the report date excluding items arising from “temporary
lags which result from normal business operations” as permitted under Rule 15¢3-3. Notes B and C.

A. Number of Items None

-10-



GARDINIER AND COMPANY, INC.
Littleton, Colorado
Capital Computation
December 31, 2001

COMPUTATION OF NET CAPITAL AND AGGREGATE
INDEBTEDNESS PURSUANT TO RULE 15¢3-1

Date of Computation: December 31, 2001
Total Assets
Less: Total Liabilities

Net Worth

Deductions:
Non-Allowable Assets

Tentative Net Capital
Hair Cuts

Net Capital

Minimum Capital Required by Rule 15¢3-1;
Minimum Capital Category 6 2/3%

Amount Needed for Ratio Requirements
Minimum Capital
Excess Capital

Net Worth to Net Capital

-11-

$324,573
5.660
318,913

- $256.850

1to 1.22



Larry O’Donnell, CPA, P.C.

Telephone (303) 745-4545 2280 South Xanadu Way
Suite 370
Aurora, Colorado 80014

Board of Directors
Gardinier and Company, Inc.
Littleton, Colorado

INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL STRUCTURE
REQUIRED BY SEC RULE 17a-5 FOR A BROKER-DEALER
CLAIMING AN EXEMPTION FROM SEC RULE 15¢3-3

In planning and performing my audit of the financial statements and supplemental schedules of Gardinier
and Company, Inc., for the year ended December 31, 2001, I considered its internal control structure,
including procedures for safeguarding securities, in order to determine my auditing procedures for the

purpose of expressing my 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 Exchange Commission (the “Commission™), I have
made a study of the practices and procedures followed by the Company including tests of such practices and
procedures that I 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. I did not review the practices
and procedures followed by the Company in making 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 or Regulation T of the Board of Governors
of the Federal Reserve System, 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
internal control structure policies and procedures 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
Commission’s above-mentioned objectives. Two of the objectives of an internal control structure 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 transactions are executed in accordance with management’s authorization and recorded properly to
permit the 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 any internal control structure or the practices and procedures referred to
above, errors or irregularities 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.
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My consideration of the internal control structure 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 design or operation of the
specific internal control structure elements does not reduce to a relatively low level the risk that errors or
irregularities 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, I noted no matters involving the internal control structure, including
procedures for safeguarding securities, that I consider to be material weaknesses as defined above.

I understand that practices and procedures that accomplish the objectives referred to in the second paragraph
of this report are considered by the Commission to be adequate for its purposes in accordance with 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 my study, I believe that the Company’s practices and procedures were adequate at
December 31, 2001, to meet the Commissions objectives.

This report is intended solely for the 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 should not be used for any other purpose.

Larry ODonnell, OPA, P.C.

February 15, 2002

-13-



