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Jeffrey Flaster (201) 569-4545
— {Area Cada — Tespbane Na.)
: B. WDENWICAHON
INDEPENDENT PUBRLIC ACCOUNTANT whnse opmian Is contained In this Report“
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. ‘ | OATH OR AFFIRMATION

1 Jeffrey Flaster

| ' _ , swear {or affirm) that, to the
best of my knowledge and belief the accompanying fnancial statement and supporting schedules pertaining to the firm of

... 0'Brien & Shepard, Inc.

as of

January 31,' 2002 . are true and corzect, 1 further swear (or affirm) that neither the company
nar any partner, proprieter, princigal officer or director has any proprietary interest in any account classified saley as that of
a customer, except as {ollows: - . - :
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Notary Public Stali?
My Commission Expires January 30, 2006

S

This report** containg (check all applicable boxes):
(a)- Facing page. o
(b) Statement of Financial Condizion.
(c) Statement of Incoms (Loss). . _
(d) Statement of Changes in Financial Condition. S
(¢) Statement of Changes In Stockholders’ Equity or Parmnens’ or Sole Proprietar’s Capital.
() Statement of Changes in Liahilitles Subordinated to Claims of Creditors. '
. () Computation af Net Capital ‘ .
(b) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3,
() Information Relating to the Possession or conwol Requirements Under Rule 1333, o B
@ A Reconciliation, inchuding apprapriate explanation, of the Computarion of Net Capital Under Rule 1jc-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
&) Ammﬂiadan between the audited and unaudited Statements of Financial Condition with respect to methads of con-
solidation, ‘ :
@ Aa Qath or Affirmation, - _
{m) A copy of the SIPC Supplemental Report. ‘ ' ’ ‘
(n) A report describing any material inadequacies found to xist or found to have existed sincs the date of the previous audit.

ooo 0O goooooiooon

**Faor conditlons of confidential treatment of certain pertions of this fillng, see sectlon 240.172-3(e)63).




O'BRIEN & SHEPARD, INC.
STATEMENT OF FINAN CIAL,' CONDITION
JANUARY 31, 2002
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INDEPENDENT AUDITORS' REPORT

To the Officers and Directors of
O'Brien & Shepard, Inc.

661 Palisade Avenue
Englewood Cliffs, NJ 07632

We have audited the accompanying statement of financial condition of O'Brien & Shepard, Inc. as of January 31,
2002. This financial statement is the responsibility of the Company's management Our responsibility is to express
an opinion on these financial statements based on our audit.

We co_nducted our audit in accordance with U. S. generally accepted auditing standards. 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 statement of financial condition
presentation. We believe that our audlt of the statement of financial condition provides a reasonable basis for our
opinion.

In our opinion, the statement of financial condition referred to above present fairly, in all material respects, the
financial position of O'Brien & Shepard, Inc. as of January 31, 2002, in confonmty with U. S. generally accepted

auditing principles. _

| /ramem %.@Pﬁ)s ﬂoc
New York, New York
March 15, 2002
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O'BRIEN & SHEPARD, INC.
STATEMENT OF FINANCIAL CONDITION
JANUARY 31, 2002

ASSETS

Cash and cash equivalents
Receivable from brokers
Investment in U.S. Treasury bills - at market value
Property and equipment, less
accumulated depreciation and
amortization of $299,925
Other assets

Total assets

§ 469,321
2,898,322
58,761

53,115

: 11,500

$ 3,491,019

LIABILITIES, SUBORDINATED LIABILITIES AND STOCKHOLDERS' EQUITY

Liabilities
Bank loan payable
Payable to brokers
Accrued expenses and accounts payable
Deferred income taxes payable

Total liabilities

Liabilities subordinated to claims of general creditors

" Subordinated loan

Commitments

‘Stockholders' equity
Common stock - no par value, voting
Authorized: © 2,500 shares
Issued and outstanding: 225 shares
Common stock - no par value, non-voting
Authorized: 500 shares
Issued and outstanding: 25 shares
Retained earnings

Total stockholders' equity

Total liabilities, subordinated liabilities,
and stockholders' equity

The accompanying notes are an integral part of these financial statements.
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$ 55,000
2,850,436
100,012

5.000

3.010,448

150,000

75,000
100,000

155,571

330,571

$ 3,491,019



O'BRIEN & SHEPARD, INC.
NOTES TO FINANCIAL STATEMENTS
JANUARY 31, 2002 ’

Note 1 - Nature of Business and Summary of Significant Accounting Policies
(a) Nature of Business

The Company, a New Jersey Corporation, conducts busmess as a broker's broker in municipal
securities and is registered with the Securities and Exchange Commission (SEC) and with the
National Assoc1at10n of Securities Dealers, Inc.

The Company operates under the provisions of Paragraph (k)(2)(i) of rule 15c3-3 of the Securities
and Exchange Commission (SEC). Accordingly, all security transactions are processed through its
special bank account that clears all securities and cash settlement transactions.

(b) Revenue Recogmtlon

Commission revenues and expenses are recorded on a settlement date basis, generally the third
business day after trade date. There is no material difference between the trade and settlement dates.

(c) Cash Equivalents

The Company considers all highly liquid investments with a maturity of three months or less when
purchased to be cash equivalents. _

(d) Depreciation and Amortization

Property and equipment are recorded at cost, net of accumulated depreciation and amortization.
Equipment is being depreciated using an accelerated method over the estimated useful life of each
asset. Leasehold improvements are amortized over the lesser of the estimated economic life or the
remaining term of the lease. Deprec1at10n and amortization amounted to $12,935 for the year ended
January 31, 2002. .

(e) Useof Estimates

The preparation of financial statements in conformity with U. S. generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amounts
of assets and liabilities and disclosure of contingent liabilities at the date of the financial statements
and the reported amounts of revenues and expenses dunng the reporting perlod Actual results could
differ from those estimates.

Note 2 - Bank Loans

Propnetary loans of $55 000 are collaterahzed by U.S. Treasury Bills with a market value of $58,761.
Interest is at broker’s call.

Note 3 - Income Taxes

The Company has adopted Statement of Financial Accounting Standards No. 109 (SFAS No. 109),
Accounting for Income Taxes which requires an asset and liability approach to financial accounting and
reporting for income taxes. Deferred income tax assets and liabilities are computed annually for
differences between the financial statement and tax bases of assets and liabilities that will result in taxable
or deductible amounts in the future based on enacted tax laws and rates applicable to the periods in which
the differences are expected to affect taxable income.
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O'BRIEN & SHEPARD, INC.
NOTES TO FINANCIAL STATEMENTS
JANUARY 31, 2002

Note 3 - Income Taxes (Continued)
Valuation allowances are established, when necessary, to reduce deferred tax assets to the amount
expected to be realized. Income tax expense is the tax payable or refundable for the perlod plus or minus

the change during the period in deferred tax assets and liabilities.

The income tax provision consists of the following:

Current $ 6,206
Deferred - - 5,000
$ 11,206

Note 4 - Subordinated Liabilities

The Company has a subordinated loan from a stockholder for $150,000 which bears interest at 10% per
annum, matures on March 31, 2003 and is expected to be renewed. The subordination borrowing is
available in computing net capital under the SEC's uniform net capital rule. To the extent that such
borrowing is required for the Company's continued compliance with minimum net capital requirements,
it may not be repaid. . ‘

Note 5 - Common Stock

On June 1, 2001, a 12 1/2% stock dividend was declared and paid to the holders of common stock,
increasing the total issued and outstanding shares to 225. Effective June 15, 2001, the Company's
certificate of incorporation was amended to increase its authorized common stock to 3,000 shares, no par
value, consisting of 2,500 shares of common voting and 500 shares of common non-voting. In June 2001
the Company issued 25 shares of non-voting common stock for $100,000.

Note 6 - Lease Commitment

The Company leases office space under a one year lease which expires November 30, 2002. The annual
rental amounts to $49,650.

Note 7 - Net Capital Requirements

The Company is a "NASD" regulated broker's broker in municipal securities. In accordance with the rules

- of the SEC, the Company's net capital requirement under SEC rule 15¢3-1 was $150,000. The net capital
as computed was $415,956 leaving capital in excess of requirements in the amount of $265,956. The
capital ratio was 24% versus an allowable maximum of 1500%.

Note 8 - Financial Investments with Off-Balance-Sheet Risk
Included in receivable and payable to brokers and dealers are amounts payable and receivable upon receipt
or delivery of securities. Should the broker or dealer fail to deliver the securities to the Company, the

Company may be required to purchase identical securities on the open market at prices different from the
contract value. The Company monitors the credit standing of each broker with which it conducts business.

‘A copy of the Company's statement of financial condition, as at January 31, 2002, pursuant to SEC rule 17a-5, is
available for examination at the Company's main office and the regional office at the SEC.
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@ NASD

REQULATION

An NASD Company

March 28, 2002

Mr. Mark Shulman

O'Brien & Shepard, Inc,
£61 Palisades Avenue
Englewood Cliffs, NJ 07632

Dear Mr. Shulman:

in reply to your letter dated March 28, 2002, your request for an extension of 30
calgndar days to file your firm's Annual Audited Focus Form X-17-A-5 for the fiscal year
ended January 31, 2002 has been granted based on the reasons glven and the
information supphed

Therefore, your report should be ﬁledi on or befora May 1, 2002. if you have any
questions, please contact Rosemarie Sherry at (732) 596-2032,

Sincersly,

Catherie Dun,

Catherine Dunn
Staff Supervisor

o
Sherry Lawrence, Member Raguiatuon Programa
Ramona Lopez, SEC
Todman & Co., CPAs

NASD Requlation, Ino., District 9 - New Jarsay 581 Mein Streat, 7th Fioor, Woodbridge, NJ 07085 (732) 596 - 2000 | Fax (732) 596 - 2001



