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A. REGISTRANT IDENTIFICATION

OFFICIAL USE ONLY

NAME OF BROKER-DEALER:
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INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*
Kempisty & Company, Certified Public Accountants, P.C.
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15 Maiden Lane, Suite 1003 New York “ New York 10038
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OATH OR AFFIRMATION -

.

I, Rebert L. Renck, Jr. ‘ ‘ , swear (or affirm) that, to the best of

my knowledge and belief the accompanying ﬁnanmal staternent and suppomno schedules pertaining to the firm of

R.L. Renck & Co., Inc. , as

of January 31 o ,20 05 , are true and correct. 1 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:

DIERDRE STEINHAUS AINBINDER

Notary Public, State of New York President
No. 01A14899711 - :
Qualified in Nassau County ‘ - Title
Commission Expires July 6, 20 04/

A et

! Notary Public

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

(a) Facing page.

BJ (b) Statement of financial condition.

[] (¢) Statement of income (loss).

[ (@) Statement of cash flows.

[] (e) Statement of changes in stockholders' equity or partners' or sole proprietor's capital.

[] (f) Statement of changes in liabilities subordinated to claims of general creditors.

[] (g) Computation of net capital for brokers and dealers pursuant to Rule 15¢3-1.

] (h)- Computation for determination of reserve requirements pursuant to Rule 15¢3-3.

] (i) Information relating to the possession or control requirements for broker and dealers under Rule. 15¢3-3.

] () 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.

[] (k) A reconciliation between the audited and unaudited statements of financial condition with respect to methods of
consolidation. :

Kl (1) An oath or affirmation.

[7] (m) A copy of the SIPC supplemental report.

7] (n) A report describing any material 1nadequac1es found to exist or found to have emsted since the date of the
previous audit.

[ (o) Independent auditor’s report on internal accounting control.

[ (p) Schedule of segregation requirements and funds in segregation — customers regulated commodity futures account
pursuant to Rule 171-5.

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

CERTIFIED PUBLIC ACCOUNTANTS, P.C.
15 MAIDEN LANE - SUITE 1003 - NEW YORK, NY 10038 - TEL (212) 406-7272 - FAX (212) 513-1930

INDEPENDENT AUDITOR'S REPORT

To the Stockholder of
R.L. Renck & Co., Inc.

We have audited the accompanying statement of financial condition of R.L. Renck & Co., Inc. as of January 31,
2005. This financial statement is the responsibility of the Company's management. Our responsibility is to
express an opinion on this 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 R.L. Renck & Co., Inc. as of January 31, 2005, in conformity with accounting principles
generally accepted in the United States of America.

Komp8g Comperny 228, 0.c.

Kempisty & Company

Certified Public Accountants PC
New York, New York

March 28, 2005




R.L. RENCK & CO., INC.

STATEMENT OF FINANCIAL CONDITION

JANUARY 31, 2005
ASSETS
Cash ‘ $ 40,180
Commissions receivable 3,843
Securities owned, at market ' 15,365
Secured demand note 75,000
Prepaid expenses 2,264
Other receivable 5,125
TOTAL ASSETS ' $ 141,777

LIABILITIES AND STOCKHOLDER'S DEFICIT

Accounts payable and accrued expenses $ 9,109
Payable to clearing broker 67,253
Deferred revenues 21,926
TOTAL LIABILITIES | 98,288
Liabilities subordinated to claims of general creditors 75,000
Stockholder's deficit
Preferred stock, $1.00 par value, series A cumulative, :
10,000 shares authorized, 450 shares issued and outstanding 202,500
Common stock, $1.00 par value; 20,000 shares authorized,

1,000 shares issued and outstanding 1,000
Paid-in capital 353,994
Accumulated deficit (589,005)

Total Stockholder's Deficit (31,511)
TOTAL LIABILITIES AND STOCKHOLDER'S DEFICIT $ 141,777

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

NOTE 2-

‘R.L. RENCK & CO., INC.

NOTES TO FINANCIAL STATEMENTS
JANUARY 31, 2005

ORGANIZATION AND NATURE OF BUSINESS

R. L. Renck & Co., Inc. (the Company) is a rggistered broker/dealer and investment advisor. The
Company operates under the provisions of Paragraph (k)(2)(ii) of rule 15¢3-3 of the Securities and
Exchange Commission (SEC) and, accordingly, is exempt from the remaining provisions of that rule.
Essentially, the requirements of Paragraph (k)(2)(ii) provide that the Company clears all transactions
on behalf of customers on a fully-disclosed basis with a clearing broker/dealer, and promptly transmits
all customer funds and securities to the clearing broker/dealer. The clearing broker/dealer carries all
of the accounts of the customers and maintains and preserves all related books and records as are
customarily kept by a clearing broker/dealer. Also, the Company provides advisory services to
individuals and research services to institutional investors. The Company, an Illinois corporation, is a
wholly-owned subsidiary of R.L. Renck Holdings, Inc.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires the Company's 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 revenue and expenses during the reporting period.
Actual results could differ from those estimates.

Revenue Recognition

Securities transactions and related income and expenses are recorded on the books on a settlement
date basis, generally the third business day following the transaction date. There is no material
difference between trade and settlement dates. Advisory and research fees are recognized on a
monthly basis as earned.

Income Taxes

The Company, as a subsidiary, files a consolidated federal tax return with its parent, R.L. Renck
Holdings, Inc. The Company pays its parent for taxes on income on a separate company basis, after
recognition of any self-incurred net operating losses. However, the Company does not receive any
benefit from the parent for losses incurred, which may be offset by income elsewhere in the
consolidated group.




R.L. RENCK & CO., INC.

NOTES TO FINANCIAL STATEMENTS
JANUARY 31, 2005

NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Cash and Cash Equivalents

All short-term investments with an original maturity of three months or less are considered to be cash
equivalents.

Concentration of Credit Risk

The Company is engaged in various investment and brokerage activities in which counterparties
primarily include broker-dealers, banks, and other financial institutions. In the event counterparties
do not fulfill their obligations, the Company may be exposed to risk. The risk of default depends on
the creditworthiness of the counterparty or issuer of the instrument. It is the Company's policy to
review, as necessary, the credit standing of each counterparty.

Comprehensive Income

- The Company adopted Statement of Financial Accounting Standards No. 130, "Reporting
Comprehensive Income” ("SFAS No. 130"). SFAS No. 130 requires an entity to report
comprehensive income and its components and increases financial reporting disclosures. This
standard has no impact on the Company's financial position, cash flows or results of operations since
no elements of the Company's comprehensive income exist other than the loss from operations.

Recent Accounting Pronouncement

In May 2003, the FASB issued SFAS No. 150, "Accounting for Certain Financial Instruments with
Characteristics of Both Liabilities and Equity." SFAS No. 150 clarifies the accounting for certain
financial instruments with characteristics of both liabilities and equity and requires that those
instruments be classified as liabilities in statements of financial position. Previously, many of those
financial instruments were classified as equity. SFAS No. 150 is effective for financial instruments
entered into or modified after May 31, 2003, and otherwise is effective at the beginning of the first
interim period beginning after June 15, 2003. The adoption of the provisions of SFAS No. 150 did
not have a material effect on the Company's financial position.




NOTE 3-

NOTE 4-

'NOTE 5-

R.L. RENCK & CO., INC.

NOTES TO FINANCIAL STATEMENTS
JANUARY 31, 2005

LIABILITIES SUBORDINATED TO CLAIMS OF GENERAL CREDITORS

Liabilities subordinated to claims of general creditors represent amounts received from a related
company under a secured demand note collateral agreement, which matures October 31, 2005. The
note payable bears interest at the broker call rate and is payable at the discretion of management. This
note is collateralized by a treasury note. Interest on the underlying collateral is paid to the lender.
There is no additional interest paid.

The subordinated borrowings are covered by agreements approved by the National Association of
Securities Dealers and are thus available in computing net capital under the Securities and Exchange
Commission'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 repaid.

In accordance with the secured demand note collateral agreement for equity capital, the Company
borrowed approximately $67,000 against such collateral subject to the clearing broker's margin
interest rates, which approximated 6.75% at January 31, 2005.

DEFERRED REVENUES

Advisory fees are customarily invoiced quarterly in advance, which resulted in deferred revenues of
$21,926 at January 31, 2005.

RELATED PARTY TRANSACTIONS

On April 27, 2001, the Company. issued 100 shares of series A cumulative preferred stock and a
warrant to purchase 9,000 shares of common stock to an affiliated company, R.L. Renck & Co., a
limited partnership for $50,000, representing $45,000 liquidation value for the preferred stock and
$5,000 additional paid-in capital for the issuance of the warrant. The warrant, which is scheduled to
expire April 27, 2011, entitles the holder to purchase the Company's common stock at $5 per share.

During fiscal year ended January 31, 2004 the Company issued an additional 150 shares of Series A
cumulative preferred stock to related parties for $67,500. On April 19, 2003 the Company issued a
warrant exercisable for 9,000 shares of common stock to its President for a purchase price of $5,000.
This warrant expires on April 19, 2013.

On December 21, 2004 the Cvompany issued a warrant exercisable for 9,000 shares of common stock
for a purchase price of $5,000 to its' President. The warrant entitles the holder to purchase 9,000
shares of the Company's stock at $5 per share and expires on December 31, 2014.




NOTE 5-

NOTE 6-

NOTE 7-

NOTE 8-

R.L. RENCK & CO., INC.

NOTES TO FINANCIAL STATEMENTS
JANUARY 31, 2005

RELATED PARTY TRANSACTIONS (continued)

During fiscal year ended January 31, 2005 the Company issued an additional 200 shares of Series A
cumulative preferred stock to related parties for $90,000.

The Series A preferred stockholder is entitled to dividends, payable annually at the rate of 8% to be
declared by the Board of Directors. Dividends on preferred stock are not accrued until declared.
During the fiscal year ended January 31, 2003 the Company declared and paid a preferred stock
dividend of $6,700 of which approximately $2,700 was for dividends in arrears.

The Company shares office space and services with its parent and other related entities. During the
year, the parent charged management fees for these services aggregating $101,400. At January 31,
2005, there was no amount due to the parent.

RECEIVABLE FROM AND PAYABLE TO CLEARING BROKER

Amounts receivable from the Company's clearing organization at January 31, 2004, consist of the
following:

Receivable Payable

Commissions receivable from clearing broker $ 3,843 $ -
Payable to clearing broker ' - 67,253
- $ 3,843 $ 67,253

SECURITIES OWNED

Marketable securities owned at January 31, 2005 consist of trading and investment securities at
quoted market values, as illustrated below:

Common stock $ 15,262

EXEMPTION FROM RULE 15¢3-3

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



NOTE 9-

NOTE 10-

R.L. RENCK & CO., INC.

NOTES TO FINANCIAL STATEMENTS
JANUARY 31, 2005

NET CAPITAL REQUIREMENTS

The Company is a broker/dealer subject to the Securities and Exchange Commission's Uniform Net
Capital Rule 15¢3-1. Under this rule, the Company is required to maintain "net capital” equivalent to
$5,000 or 6 2/3% of "aggregate indebtedness" whichever is greater, as these terms are defined.

-At January 31, 2005, the Company had net capital of $37,263, which was $32,263 in excess of the

requirement of $5,000. The Company's net capital ratio was 0.8329 to 1.
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 non-performance 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 brokers provides that the Company is obligated
to assume any exposure related to such non-performance 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 brokers' internal guidelines. The Company
monitors its customer activity by reviewing information it receives from its clearing broker on a daily
basis, and requiring customers to deposit additional collateral, or reduce positions, when necessary.




R.L. RENCK & CO., INC.

STATEMENT OF FINANCIAL CONDITION

JANUARY 31, 2005



