2\t

— ' OMB APPROVAL
: OMB Number:  3235-0123
“\“\\ D oA Expires: September 30, 1998
<> UR]T]ES AND EXCHANGE COMM]SS]ON Estimated average burden
! 03012346 hington, D.C. 2 hours per response.... 12.00
oM ANNUAL AUDITED RE SEC FILE NUMBER
4
3 FORM X-17A-5 B-3BITXNS
| PART III Miadhe
FACIN S

Information Required of Brokers and ‘galers Pursuant to Section 17 of the .
% v Securities Exchange Act of 1934 and Rule 17a-5 Thereunder
- REPORT FOR THE PERIOD BEGINNING 01/01/02 AND ENDING 12/31/02
. MM/DD/YY MM/DD/YY
s A. REGISTRANT IDENTIFICATION
ﬁf NAME OF BROKER-DEALER:

H. G. WELLINGTON & CO., INC. OFFICIAL USE ONLY
: ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) —
= ‘ FIRM ID. NO
i 14 WALL STREET
’}:' (No. and Street)

NEW YORK NY 10005

(City) (State) (Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT

JOHN O’BRIEN , ' (212) 732-6800
(Arca Code - Telephone No.)
| B. ACCOUNTANT IDENTIFICATION | PROCESSED
o INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report* o MAR ! 8 200%\
i McGLADREY & PULLEN, LLP ;HOMSON

(Name - if individual, siate last, first, middie name)

r; 750 THIRD AVENUE NEW YORK - NY 10017
&2 (Address) (City) (State) (Zip Code)
s CHECK ONE:

[X] Certified Public Accountant

kg [ Public Accountant

[ Accountant not resident in United States or any of its possessions.

FOR OFFICIAL USE ONLY

* Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
must be supported by a statement of facts and circumstances relied on as the basis for the exemption. See section 240.17a-5(e}(2)

X@,]I’]




OATH OR AFFIRMATION

I, THOMAS W. GRANT, swear (or affirm) that, to the best of my knowledge and belief the accompanying
financial statement and supporting schedules pertaining to the firm of H.G. WELLINGTON & CO., INC,, as
of DECEMBER 31, 2002, 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 solely as
that of a customer, except as follows:

NONE.

o)

Signature

PRESIDENT

Title

Notary Public THomAS K/‘z/ McfrEADY
c

Notary Public, State/of New York
No. 01 61924
Qualified in Brnx County
Commission Expires July 23, 20 sy

This report contains {check all applicable boxes):

Xl (a) Facing page.

X1 (b) Statement of Financial Condition.

O (c) Statement of Income (Loss).

[0 (d) Statement of Cash Flows.

0 (e) Statement of Changes in Stockholders' Equity or Partners' or Sole Proprietor's Capital.

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

O (g) Computation of Net Capital

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

O (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.

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

XI (1) An Oath or Affirmation.

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

O (n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

O (o) Independent Auditor’s Report on Internal Control

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).b
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McGladrey &Pullen

Certified Public Accountants

INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
H. G. Wellington & Co., Inc.
New York, New York

We have audited the accompanying statement of financial condition of H. G. Wellington & Co., Inc. as of
December 31, 2002 that you are filing pursuant to rule 17a-5 under the Securities Exchange Act of 1934,
This financial statement is the responsibility of the Company's management. Our responsibility is to
express an opinion on the financial statement 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 statement of financial condition is free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the statement of financial
condition. 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 audit provides a reasonable basis for our opinion.

In our opinion, the statement of financial condition referred to above presents fairly, in all material

respects, the financial position of H. G. Wellington & Co., Inc. as of December 31, 2002 in conformity
with accounting principles generally accepted in the United States of America.

%c%//»é&%/ e

New York, New York
February 7, 2003

McGladrey & Pullen, LLP is an independent member finm of
RSM International, an affiliation of independent accounting
and consulting firms.




LIABILITIES AND STOCKHOLDERS' EQUITY

Liabilities:
Payables:
Short-term bank loans (Note 4)
Brokers, dealers and clearing organizations
Customers (Note 3)
Officers

Accrued expenses and other liabilities

Subordinated liabilities:
Membership in stock exchange, contributed for use of the
Company - non interest bearing
Secured demand note collateral agreements, non interest bearing,
maturing between February 28, 2003 and June 30, 2003
Total subordinated liabilities

Commitments and contingencies (Notes 5, 6, 7 and 8)

Stockholders' equity (Notes 6 and 7):
Common stock:
$1 par value, 415,000 shares authorized, 162,656 shares issued
and outstanding
Class B, $1 par value, 16,000 shares authorized, 11,000 shares
issued and outstanding
Paid-in capital
Retained earnings
Total stockholders' equity

$ 12,420,000

262,846

1,936,780

15,475

14,635,101

2,172,213

16,807,314
§ 2,000,000
620,000

2,620,000
162,656
11,000
1,772,609
1,326,625

3,272,890

$ 22,700,205




H. G. WELLINGTON & CO., INC.

NOTES TO STATEMENT OF FINANCIAL CONDITION

Note 1. Nature of Business and Significant Accounting Policies

Nature of business: H.G. Wellington & Co., Inc. (the “Company”) is a registered broker and dealer in
securities under the Securities Exchange Act of 1934 and is a member of the New York Stock Exchange,
Inc. (the “Exchange”) and other securities exchanges.

A summary of significant accounting policies follows:

Capital stock: The Company's common stock consists of common shares and Class B shares. The
Certificate of Incorporation restricts the payment of dividends on common shares and prohibits the
payment of dividends or the retirement of Class B shares, except in certain circumstances. Class B
stockholders are entitled to three votes per share; common stockholders, one vote per share. During the
year, the Company redeemed 4,000 common shares.

Securities transactions: Purchases and sales of customer securities and the related commission revenue
and expense are reflected in the financial statement on a settlement-date basis; however, transactions
are reviewed on a trade-date basis for significant changes and recorded, if material. At December 31,
2002, no such adjustments were necessary.

Exchange memberships: Memberships in stock exchanges owned by the Company are stated at cost
and a membership contributed for the use of the Company by a director is stated at the latest sales
price.

Cash equivalents: For purposes of the statement of cash flows, the Company considers all highly liquid
debt instruments purchased with a maturity of three months or less to be cash equivalents. The
Company does not consider cash or U.S. treasury bills held in its segregated special reserve account for
customers as a cash equivalent.

Securities Borrowed: The Company borrows securities from various brokers on trades when customers
do not remit securities to the Company on settlement date. Stock borrowed amounted to $363,200 as
of December 31, 2002.

Use of estimates: The preparation of the financial statement in accordance with generally accepted
accounting principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
financial statement and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates.

Note 2. Special Reserve Account for Customers

Pursuant to Rule 15¢3-3 of the Securities and Exchange Commission, the Company may be required to
deposit in a Special Reserve Account, maintained at a bank, cash or acceptable equivalents for the
exclusive benefit of customers. Amounts on deposit at December 31, 2002 are comprised entirely of
cash.

The Company was not required to maintain a deposit at December 31, 2002.



H. G. WELLINGTON & CO., INC.

NOTES TO STATEMENT OF FINANCIAL CONDITION

Note 3. Receivable From and Payable to Customers

Accounts receivable from and payable to customers includes amounts arising from cash and margin
transactions from a diversified range of individuals. Securities owned by customers are held as collateral
for these receivables and such collateral is not reflected in the financial statements.

Note 4. Short-Term Bank Loans

The Company utilizes short-term bank loans primarily to finance receivable balances in customers' and
noncustomers' margin accounts. Interest charged on these loans approximates the broker call rate. The
loan balance at December 31, 2002 is collateralized by customer and noncustomer margin account
securities and securities underlying secured demand notes.

Note 5. Commitments and Contingent Liabilities

The Company leases its office space under a lease agreement expiring in December 2005, requiring
minimum annual base rental payments of approximately $451,000. In addition, the Company has a
month-to-month agreement to lease brokerage software.

The Company has provided the Options Clearing Corporation with a bank letter of credit in the amount of
$1,500,000 to satisfy margin requirements. As of December 31, 2002, the required margin deposit of
$447,153 was collateralized by customer securities.

Note 6. Stock Options

On December 31, 1993, the Company granted one of its officers an option to purchase 14,959 shares of
the Company's common stock at an option price of $13.37 per share, for a value not to exceed $200,000.
According to the original agreement, the options were exercisable in two equal installments of 7,479
shares. During 1999, the Company modified the agreement whereby the options are exercisable in one
installment of 14,959 shares. The options, which had an expiration date of December 31, 2002, have been
extended to December 31, 2004.

No options have been exercised through December 31, 2002.

Note 7. Net Capital Requirement

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (SEC rule
15¢3-1), which requires the maintenance of minimum net capital. The Company has elected to use the
alternative method permitted by the rule, which requires that the Company maintain minimum net capital,
as defined, equal to the greater of $250,000 or 2 percent of aggregate debit balances arising from
customer transactions, as defined.

The subordinated borrowings are available in computing net capital under the SEC's uniform net capital
rule. To the extent that such borrowings are required for the Company's continued compliance with
minimum net capital requirements, they may not be terminated early.

At December 31, 2002, the Company had net capital of $2,569,833, which was $2,281,441 in excess of
its required net capital.



H. G. WELLINGTON & CO., INC.

NOTES TO STATEMENT OF FINANCIAL CONDITION

Note 8. Financial Instruments With Off-Balance-Sheet Risk and Concentration of Credit Risk

In the normal course of business, the Company's activities involve the execution, settlement and financing
of customers' securities transactions. These activities may result in off-balance-sheet credit risk in the
event the customers are unable to fulfill their contracted obligations. Customer securities transactions are
transacted on either a cash or margin basis and, in the case of the latter, credit is extended to customers
subject to various regulatory and internal rules concerning the maintenance of adequate collateral by the
customer.

In connection with these activities, the Company executes and clears customer transactions involving the
sale of securities not yet purchased. These transactions may expose the Company to off-balance-sheet
risk in the event margin requirements are not sufficient to fully cover losses which customers may incur.
Should the customers be unable to satisfy their obligations, the Company may be required to purchase or
sell financial instruments at prevailing market prices in order to fulfill the customers' obligations. As
discussed in Note 1, customers' securities transactions are recorded on a settlement-date basis (generally
the third business day after the date a transaction is executed) in accordance with industry practice. The
risk of loss associated with transactions executed but not yet settled is similar to settled transactions in
that it relates to customers and brokers inability to meet the terms of their contracts.

The Company seeks to control this risk by monitoring collateral value on a daily basis and requiring
additional collateral or the reduction of securities positions, when necessary, and establishing credit
limits.

At December 31, 2002, the Company has borrowed approximately $6,800,000 from a bank which
borrowings are collateralized by customer margin securities. Should the bank be unable to return the

customers securities when required, the Company may be required to purchase such securities in the open
market.

Included in payables to brokers and dealers, and due from clearing organizations are amounts due upon
the receipt of securities. Should the broker or clearing organization 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 contract value. The Company monitors the credit standing of each broker and clearing
organization with which it conducts business and requires deposits and additional collateral when
necessary.



