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ation Reqmred of Brokers and Dealers Pursuant to Section 17 of the
Securities Exchange Act of 1934 and Rule 17a-5 Thereunder

REPORT FOR THE PERIOD BEGINNING August'1, 2004 AND ENDING  July 31, 2005
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A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER: ’ . OFFICIAL USE ONLY

Inferential Brokerage Services, Inc. . :
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No. ) FIRM 1.D. NO.

?_OO Madlson Avenue

(No. and Street)

New York, _ NY 10016
© (City) . (State) - o ' (Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPOE{ 683-2060
Frances D. Insinga 12-683-

(Area Code - Telephone Number)

B. ACCOUNTANT IDENTIFICATION

- INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this RepQrt;*

-Todman & Co., CPAs, P.C.

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

120 Broadway, Suite 2800 - New York, . ONY ' © 10271

(Address) _ ' (City) _ (State) (Zip Code)
CHECK ONE:

Kl Certified Public Accountant

[J Public Accountant . | ) PH@CESSED

0 Accountant not resident in United States or any of its possessions. & oCcY @ ﬂg 2005

FOR OFFICIAL USE ONLY THOMSON
+INANCIAL

*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(¢)(2)
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OATH OR AFFIRMATION

[, _Frances D. Insinga , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial staternent and supporting schedules pertaining to the firm of
Inferential Brokerage Services, Inc.

of July 31 2005

, as
, are true and correct. [ 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:

JW@ M

Signature
7 Title

/}/&L d [ MARIANNE C. LUZZO
wanne /—‘/4/)\«0/ _Notary Public State of New Jersey
' Notary P(7€hc d My Comimission Expires January 30, 2006

This report ** contains {check all applicable boxes)

Kkl (2) Facing Page.

Kkl (b) Statement of Financial Condition.

I (c) Statement of Income (Loss).

kI (d) Statement-of Changes in Financial Condition.

&kl (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Propnetors Capxtal

[0 (f) Statement of Changes in Liabilities Subordinated to Claxms of Creditors.

Bl (g) Computation of Net Capital. :

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

[0 (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

I (§) 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.

O (k) A Reconciliation between the audited and unaudited Statements of Financial Condmon with respect to methods of
. ‘consolidation.

[

g

4

(1) " An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report.
(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see__section 240.]70-5(2)(3).
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INDEPENDENT AUDITORS’ REPORT

To the Officers and Directors of
Inferential Brokerage Services, Inc.

We have audited the accompanying statement of financial condition of Inferential Brokerage Services, Inc. as of
July 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 U.S. generally accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable assurance about. whether the statement of financial
condition is free of matenial 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 aud1t 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 Inferential Brokerage Services, Inc. as of July 31, 2005, in conformity with U.S. generally
accepted accounting principles.

D\ﬂﬁﬁ(@/@,/ﬁ

ew York, New York
August 23, 2005
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ASSETS

Cash

Commissions receivable
Security owned - at market value
Other assets -

Total assets

LIABILITIES AND STOCKHOLDER’S EQUITY

‘Liabilities
Accounts payable
Deferred revenue
Dividends payable

Total liabilities

Stockholder’s equity
Common stock, $10.00 par value
Authorized: * 5,000 shares

Issued and outstanding: 100 shares’
Additional paid-in capital '
Retained earnings

Total stockholder’s equity

Total liabilities and stockholder’s equity

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

§ 323,920
25,822
25,639

500

375,881

$ 57,908
129,167
___ 50,000

237.075

1,000
21,000
116.806

138.806

$ 375,881
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Note 1 - Nature of Business and Summary of Significant Accounting Policies

(@)

(b)

©

@

Nature of Business

Inferential Brokerage Services, Inc. (the “Company”) is a New York State corporation that was
formed for the purpose of conducting business as a broker-dealer in securities.

The Company operates under the provision of Paragraph (k)(2)(ii) of Rule 15¢3-3 of the
Securities and Exchange Commission and, accordingly, is exempt from the remaining provision
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. 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 recognizes comumission income by providing its customers w1th research and
consulting services.

Revenue Recognmon

Securities transactions and related commission revenues and expenses are generally recorded on
a settlement-date basis which is generally the third business day following the trade date for
securities and one day after the trade date for options. Reporting security transactions, revenues
and expenses on a trade date basis would not result in material differences. Securties are valued
at market. The resulting difference between cost and market is included in income.

Commissions, research, and consulting fees are b111ed in advance for different periods.
Accordlncrly, unearned revenues are recognized as commission income over the period for which
services are to be provided.

Depreciation

Office equipment is recorded at cost. Management has elected to .calculate depreciation using
the modified accelerated cost recovery system (MACRS) Office equipment was fully
depreciated.

Use of Estimates

The preparatlon of ﬁnanc1al 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 hablhtles and disclosure of contingent assets and liabilities at the date of
the financial statements and reported amounts of revenues and expenses during the reported
period. Actual results could differ from those estimates.

Note 2 - Security Owned - at Market Value

Marketable security owned consists of a corporate bond at July 31, 2005.
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Note 3 - Income Taxes

The Company follows Statement of Financial Accounting Standards 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 betwéeen 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. The provision for
income taxes at July 31, 2005 consists of a current provision for federal, and state and city income
taxes of $7,718 and $11,617, respectively.

Note 4 - Net Capital Requirement

The Company’s net capital requirement, under rule 15¢3-1 of the SEC, was $15,805, whereas the net
capital as computed amounted to $137,675, leaving excess net capital of $121, 870. The capital ratio
was 172% versus an allowable maximum of 1500%.

Note S - Business Arrangements

The Company has entered into two separate ongoing agreements with third parties requiring a 30-day
termination notice. Pursuant to these agreements, the Company receives management, consulting and
research support services for the benefit of its customers totaling $220,000 and $147,500, respectively,
for the year ended July 31, 2005.

In addition, the Company leases space from one of the parties at $48,000 per annum. The lease is
ongoing until either party cancels. ' ’

Note 6 - Financial Instruments with Off—Balance-Sheet Market and Credit Risk

In the normal course of business, the Company’s customer activities involve the execution, settlement,

and financing of various customer securities transactions. These activities may expose the Company

to off-balance-sheet risk in the event the customer or other broker is unable to fulfill its contracted

obligations and the Company has to purchase or sell the financial instrument-underlying the contract at
- aloss.

Concentrations of Credit Risk

The Company is engaged in various trading 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.

The Company at times maintains cash balances in excess of federally insured limits. The uninsured
cash balance at July 31, 2005 totaled $156,156.

A copy of the Company’s Statement of Financial Condition as of July 31, 2005, pursuant to SEC rule 17a-5, is
available for inspection at the Company’s office and at the regional office of the Securities and Exchange
Commission.



