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- A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER: A. Gary Shilling & Co., Inc. OFFICIAL USE ONLY
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B. ACCOUNTANT IDENTIFICATION
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Trien Rosenberg, et al

(Name ~ if individual, state last, first, middle name)

177 Madison Avenue Morristown - NJ 07562
(Address) - (City) (State) (Zip Code)

CHECK ONE: _ A P@@C- _
EJ Certified Public Accountant - . : 5§S§@
0O Public Accountant '

[0 Accountant not resident in United States or any of its possessions. m% //’2 .
FOR OFFICIAL USE ONLY
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‘ Potential pérsons who are to réspond to the jcoliection of
- information contained in this form are not rea\\irpd tc respand
SEC 1410 (06-02) uniess the form displays a currently valid OM8 ¥dptrol number.



OATH OR AFFIRMATION

I, A. Gary Shilling , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

A. Gary Shilling & Co., Inc. » s
of December 31, ,2004 , are true and correcf. [ 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:

President

. d MARIANNE C. LUZZ0
. Notary Public State of New Jersey

Notary Puj’lic 0 () " Tammission Expires January 30, 2006

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

B4 (a) Facing Page.

X (b) Statement of Financial Condmon

B (c) Statement of Income (Loss).

[0 (d) Statement of Changes in Financial Condition.

B (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

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

i (g) Computation of Net Capital.

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

O (i) information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

OO () A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

0 @ A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

)

O

O

consclidation.
() An Oath or Affirmation.

(m) A copy of the SIPC Supplemémal Report. :
(n) Areportdescribing any material inadequacies found to exist or found to have exxsted 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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TRIEN ROSENBERG ROSENBERG
WEMNBERG CIULLO & FAZZARI LLP

Certified Public Accountants and Business Consultants

177 MADISON AVE.- BOX 1982 120 BROADWAY
MORRISTOWN, NJ 07962-1982 36TH FLOOR

TEL (973) 267-4200 NEW YORK, NY 10271-0002
FAX (973) 984-9634 . TEL (212} 962-5930
expert@trienrosenberg.com FAX (212) 385-0215

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors of
A. Gary Shilling & Company, Inc.
Springfield, New Jersey

* We have audited the accompanying statement of financial condition of A. Gary-Shilling' & Company, Inc. (the
“Company”) as of December 31, 2004, and for the year then ended. This financial statement is the responsibility
of the Company’s management. Our respons1b111ty is to express an opinion on this financial statement based on
our audit.

We conducted 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 statement is free-
of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statement. 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 audit provides a reasonable basis for our opinion.

In our oplmon the financial statement referred to above presents fairly, in all material respects the financial

position of A. Gary Shilling & Company, Inc. as of December 31, 2004,-in conformity with U.S. generally
accepted accountmg principles.

]Vf@és?o T New Jersey

Febru , 2005

. ) ' M THE NTERNATIONAL
Member AICPA Division for CPA Firms 1 g I{H ‘Ii
Private Companies Practice Section -4 N
w?m FRMS

SEC Practice Section



A. GARY SHILLING & COMPANY, INC.
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2004

ASSETS
Cash and cash equivalents . SR ' $ 187,661
Accounts receivable ‘ 111,083
Securities owned, at market value » : v 378,173
Prepaid expenses and other assets 9,507
686,424
Investment in partnership : ' 131,665
'Property and equipmeht, net S ' , v 29,130
* Security deposit o | S | 30,890
Total assets S | - - $ 878,109
LIABILITIES AND SHAREHOLDER’S EQUITY
Accounts payable and accrued expenses : : ' $ . 57,012
Deferred revenues : ' ‘ _ 123,473
State income taxes payable - : 250
180,735 -
Commitment and contingenéies -
Shareholder’s équity
Common stock, no par value
_ Authorized: 200.0 shares

Issued and outstanding: 62.5 shares ‘ 192,922
Retamed earnings o , ' ' : . 504,452
Total shareholder’s equity : : ) o 697.374
Total liabilities and shareholder’s equity | , ~ S 878,109

See accompanying notes to financial statements.
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A. GARY SHILLING & COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2004

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

A. Gary Shilling & Company, Inc. (the “Company”) provides clients with various business and

_ economic services including forecasting, consulting and advising. The Company also is a
registered broker-dealer in the investment banking and securities business and is a member of
The National Association of Securities Dealers (“NASD”). The Company does not have custody

" of customer securities, does not maintain customer accounts, and does not have the use of or
custody of any customer funds since all customer transactions are cleared through another
broker-dealer on a fully-disclosed basis. As a result, the Company is exempt from the provisions
of the Securities and Exchange Commission (“SEC”) rule 15¢3-3 relating to possession or
control and customer reserve requirements. v

(b) Revenue Recognition
The Company records prbﬁt and loss arising from securities transactions on a trade date basis.
Securities in the Company’s investment accounts are valued at market and resulting unrealized
gains and losses are reflected in earnings.

The Company has various fee arrangements with its economic services clients. Billing is usually
for services to be provided over a period of time, not exceeding twelve months. Accordingly, the
Company has recorded a liability for fees received but not yet earned.

() Accounts Receivable

The Company has adopted the direct write-off method for accounts receivable. Based on prior
years’ experience and management’s analysis of possible bad debts, an allowance for doubtful
accounts was not deemed necessary.

(d) Use of 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 assets and liabilities at the date of
the financial statements. and the reported amounts of revenues and expenses dunng the reporting -
period.

(e) Property and Equipment

The cost of property and equipment is depreciated and amortized by the use of the stralght line
and accelerated methods over the estimated useful lives of the assets: '

Lives
Office equipment _ 5-7 Years
Furniture and fixtures 5-7 Years
Leasehold improvements . - 4-7 Years
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A. GARY SHILLING & COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2004

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

(f) - Income Taxes

The Company has elected to be taxed as an S corporation for federal and state income tax
purposes. Accordingly, the Company is not subject to federal income taxes and is subject to a
reduced state tax rate. The individual shareholder 1is liable for federal and state income taxes on
the Company’s taxable income. :

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.
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
period, plus or minus the change durmg the period, in deferred tax assets and 11ab111t1es

- Deferred state income taxes are principally applicable to unrealized appreciation of securities.
Note 2 - Property and Equipment

At December 31, 2004, property and equipment consisted of the following:

Office equipment : . : $ 382,891
Furniture and fixtures A ' ‘ 44,832
Artwork L ‘ 7,578
v ‘ 435,301
Less: Accumulated depreciation '
and amortization - (406,171)
$ 29130

Note 3 - Securities Owned

Securities owned consist of investment securities at quoted market values, as follows:

. Owned
Corporate stocks : $ 42,200
Obligations of U.S. Government : - 335,973
| $ 378173
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A. GARY SHILLING & COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2004 =

Note 4 - Commitment and Contingencies
(a) Lease.Commitment

The Company’s operating lease for office facilities is scheduled to expire in October 2005 and
requires a minimum rent of $112,200 per annum. The Company has entered into a sublease
agreement with an unrelated third party covering the term of the lease. Rental income for the
year ended December 31, 2004 totaled $ 50,407. :

(b) NASD Examination

During 2003, the Company underwent NASD examination, which resuited in certain findings
and comments. In January 2004, the Company implemented the necessary corrective actions to
comply with the NASD regulations. Nevertheless, the Company may be subject to fines, which
are not yet determinable at this time. Management believes that the resolution or the ultimate
outcome of this matter is not expected to have a material adverse effect on the financial condition
of the Company and, therefore, no provision for liability has been made in the accompanying
financial statements. However, due to uncertainties in this matter, it is reasonably possible that
management’s view of the outcome could change in the near future.

Note 5 - Profit Sharing Plan

The Company has adopted a 401(k) profit sharing plan which covers all qualified employees. The
- plan provides for matching contributions by the Company of up to 6.5% of each qualified employee’s
salary with benefits vesting equally over a five- -year period. Profit sharing expense for the year ended

~ ‘December 31, 2004 was $39,883.

Note 6 - Related Party Transactions

The Company chargés an administrative fee to Lakeview Services, Inc. (“Lakeview”) which is 100%
owned by A. Gary Shilling (thé sole shareholder of the Company). The fee is charged for
reimbursement of certain administrative expenses incurred by the Company on behalf of Lakeview.
The administrative charge for the year ended December 31, 2004 amounted to $60,000.

- The Company’s investment in Thematic Futures Fund, L.P. totaled $131,665 at December 31, 2004
and is accounted for under the equity method in accordance with U.S. generally accepted accounting
principles. The general partner of this partnership is Lakeview (whose sole shareholder is the same
sole shareholder of the Company). The Company’s partnership interest incurred and paid $1,379 of
expense re1rnbursement fees to Lakeview in 2004.

Another investment partnership whose general partner is Lakev1ew (whose sole shareholder is the
same sole shareholder of the Company) paid commissions in the amount of $4,073 to the Company
during the year ended December 31, 2004.

Note 7 - Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (rule
15¢3-1) which requires the maintenance of minimum net capital and requires that the ratio of
aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1. At December 31,
2004, the Company had net capital of $376,001 which was $276,001 in excess of its required net
capital of $100,000. The Company’s ratio of aggregated indebtedness to net capital was 48%.
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A. GARY SHILLING & COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2004

Note 8 - Financial Instruments With Off-Balance-Sheet Credit Risk

As a securities broker, the Company is engaged in buying and selling securities for a diverse group of
institutional and individual investors. The Company’s transactions are collateralized and are executed
with and on behalf of banks, brokers and dealers, and other financial institutions. The Company
introduces these transactions for clearance to another broker-dealer on a fully-disclosed basis.

The Company’s exposure to credit risk associated with nonperformance of customers in fulfilling their
contractual obligations pursuant to securities transactions can be directly impacted by volatile trading
markets which may impair customers’ ability to satisfy their obligations to the Company and the
Company's ability to liquidate the collateral at an amount equal to the original contracted amount. The
agreement between the Company and its clearing broker-dealer provides that the Company is
obligated to assume any exposure related to such nonperformance by its customers. The Company
seeks to control the aforementioned risks by requiring customers to maintain margin collateral in

- compliance with various regulatory requirements and the clearing broker-dealer’s internal guidelines.
The Company monitors its customer activity by reviewing information it receives from its cléaring
broker-dealer on a daily basis, and requiring customers to deposit additional collateral, or reduce
positions, when necessary.

A copy of the Company’s statement of financial condition as of December 31, 2004, pursuant to SEC rule 17a-
5, is available for inspection at the Company’s main office and at the regional office of the SEC.

-6-
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TRIEN ROSENBERG ROSENBERG
WENBERG CIULLO & FAZZARI LLP

Certified Public Accountants and Business Consultants

177 MADISON AVE.- BOX 1982 120 BROADWAY

MORRISTOWN, NJ 07962-1982 36TH FLOOR

TEL (973) 267-4200 NEW YORK, NY 10271-0002
AX (973) 984-0634 ' TEL (212) 962-5930

expert@trienrosenberg.com FAX (212) 385-0215

INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL

- To the Board of Directors of
A. Gary Shilling & Company, Inc.
Springfield, New Jersey

In planning and performing our audit of the financial statements and supplementary information of A. Gary
Shilling & Company, Inc. (the “Company”) for the year ended December 31, 2004, we considered its internal
control, 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 internal
control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (“SEC”), we have made a
study of the practices and procedures followed by the Company including tests of 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 (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. Because the Company does not carry securities

. accounts for customers or perform custodial functions relating to customer securities, we did not review the
practices and procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons
2. Recordation of differences required by rule 17a-13

3. 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

The management of the Company is responsible for establishing and maintaining internal control 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 the preparation of financial statements in accordance with U.S. generally accepted
accounting principles. Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the
preceding paragraph.
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TRIEN ROSENBERG ROSENBERG
WEMNBERG CIULLO & FAZZARI LLP

Certified Public Accountants and Business Consultants

-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 nisk that they may become madequate 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 internal control 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 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, 2004, to meet the SEC’s objectives.

This report‘ is intended solely for the information and use of management, the SEC, 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 is not intended to be and should not be used by anyone other than these specified
parties.
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