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Linda Gridley . . . (646) 674-1885
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B. ACCOUNTANT IDENTIFICATION
INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

Rothstein, Kass & Company, P.C.
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OATH OR AFFIRMATION MAR - 1 2004 X

1, Linda Gndley > ’\\Q‘\ swear (or affirm) that, to: the

best of my knowledge and belief the accompanymg financial statement and supporting szmg to the firm of
Grdley & Company LLC ,asof

December 31 ,2003 | are true and correct. I further swear (or afﬁFm) 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:
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This report** contams (check all applicable boxes):

(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 P‘artners' or.Sole Proprietor's Capital.

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

(g) Computation of Net Capital.

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

(i) Information Relating to the Possession or control Requirements Under Rule 15¢3-3.
‘(j‘) A Reconciliation, incIu_ding 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. '

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

() An Qath or Affirmation.

(m) A copy of: the SIPC Supplementa] Report

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

(o) Independent auditor's report on internal accountmg control.

(e | | | Ry EZIE]EIIEIL—_I!E[EEIEHE

~(p) Schedule of segregation requirements and funds in segregation--customers' regulated commodity futures account
‘pursuant to Riile 171-5.

*¥For conditions of conﬁdentidl treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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INDEPENDENT AUDITORS' REPORT

To the Member of
Gridley & Company LLC

We have audited the accompanying statement of financial condition of Gridley & Company LLC (the “Company”} as
of December 31, 2003. This statement of financial condition is the responsibility of the Company's management. Our
responsibility is to express an opinion on this statement of financial condition 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 of the statement of financial condition
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 Gridley & Company LLC as of December 31, 2003, in conformity with accounting principles
generally accepted in the United States of America.

/6%40'4/} /ﬁ%dqw @47/&

Roseland, New Jersey
February 19, 2004

Member AGN Affiliated Offices Worldwide



STATEMENT Ol CIAL CONDITION

December 31, 2003

ASSETS
Cash $ 451,104
Prepaid expenses and other current assets | 18,411
Due from Parent 24,214
$ 493,729
LIABILITIES AND MEMBER'S EQUITY
Liabilities
Accrued expenses $ 4,023
Due to Parent 9,239
Total liabilities 13,262
Commitments and contingencies
Member's equity 480,467
$ 493,729

See accompanying notes to financial statements. 2



4. Nature of business

Gridley & Company LLC (the "Company"), a wholly owned entity of Gridley Holdings LLC (the “Parent”), is a broker-
dealer registered with the Securities and Exchange Commission (SEC). The Company is also a member of the
National Association of Securities Dealers, Inc. (NASD). The Company's operations consist primarily of engaging in
riskless principal transactions and providing investment banking services.

2. Summary of significant accounting policies

Cash and Cash Equivalents

Cash equivalents include all highly liquid instruments having a maturity of less than three months from the purchase
date. Cash equivalents include an interest bearing money market account.

Accounts Receivable -

The Company carries its accounts receivable at cost less an allowance for doubtful accounts. On a periodic basis,
the Company evaluates its accounts receivable and establishes an allowance for doubtful accounts, based on a
history of past write-offs and collections and current credit conditions. No allowance for doubtful accounts was
required at December 31, 2003.

Investment Banking Revenue

Investment banking revenues include gains, losses and fees, arising from securities offerings in which the
Company acts as an agent. Investment banking revenues also include fees earned for providing financial advisory
services. These revenues are recorded in accordance with the terms of the investment banking agreements.

Income Taxes

As a limited liability company, no provision for federal and state income taxes is required.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America 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 statements and

the reported amounts of revenues and expenses during the reporting period. Actual results could differ from those
estimates.



3. Related party transaction

For the year ended December 31, 2003, the Company was charged an aggregate of $121,779 for administrative
services provided by their Parent, as provided for in an operating agreement between the Company and the Parent,
which stipulates the reimbursement to the Parent of 110% of administrative expenses incurred by the Parent.

4. Major customer

The Company had one major customer in 2003 aggregating approximately 60% of total revenues.

5. Commitments

The Company is obligated by the terms of an agreement with a broker dealer to remit a percentage of its advisory
fees as commission expense. In exchange, the Company receives selected business, marketing and administrative
assistance. This agreement expires December 31, 2005.

6. Net capital requirement

The Company is a member of the NASD and is subject to the SEC Uniform Net Capital Rule 15¢3-1. This Rule
requires the maintenance of minimum net capital and that the ratio of aggregate indebtedness to net capital, both as
defined, shall not exceed 15 to 1 and that equity capital may not be withdrawn if the resulting net capital ratio would
exceed 10 to 1. At December 31, 2003, the Company's net capital was approximately $438,000, which was
approximately $433,000 in excess of its minimum requirement of $5,000.

7. Concentrations of credit risk

The Company maintains its cash in financia! institutions, which at times, may exceed federally insured limits. The -
Company has not experienced any losses in such accounts and believes it is not subject to any significant credit risk
on cash. :

8. Exemption from Rule 15¢3-3

The Company is exempt from the SEC Rule 15¢3-3 and, therefore, is not required to maintain a "Special Reserve
Bank Account for the Exclusive Benefit of Customers.”

9. Retirement plan

The Company has a 401(k) Plan covering all employees who meet certain eligibility requirements. The Company
makes a matching contribution to the Plan, which is at the discretion of the Parent and is determined annually in
advance and funded bi-monthly. There were no matching contributions for the year ended December 31, 2003.



