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OATH OR AFFIRMATION

1, Frank Harte ’ , Swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

GAM Services Inc. , as
of February 27 ,20_06 , 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
. t
classified solely as that of a customer, except as follows:

—State of New York, 7
County of Vew York, ‘ /\( (M
S'wom to me tﬁzs Signature
Treasurer
@LMEY R Title

BERND E.
otary. Public, State of New York
. No. 02KA6131545

Cgmmissgﬁﬁ%ﬁwgﬁgust 8, 2009

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

(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition. Cash flows

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

(f) Statement of Changes 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.

(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.

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

() An Oath or Affirmation.

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

(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

0 0000000088

o0l

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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5 Times Square WWW.ey.com
New York, New York 10036-6530

Report of Independent Registered Public Accounting Firm

To the Stockholder of
GAM Services Inc. and Subsidiary

We have audited the accompanying consolidated statement of financial condition of GAM
Services Inc. and Subsidiary (the “Company”) as of December 31, 2005. The consolidated
statement of financial condition is the responsibility of the Company’s management. Our
responsibility is to express an opinion on the consolidated statement of financial condition
based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the consolidated statement of financial condition is free
of material misstatement. We were not engaged to perform an audit of the Company’s
internal control over financial reporting. Our audit included consideration of internal control
over financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company’s internal control over financial reporting. Accordingly, we express no such
opinion. An audit also includes examining, on a test basis, evidence supporting the amounts
and disclosures in the consolidated statement of financial condition, assessing the accounting
principles used and significant estimates made by management, and evaluating the overall
consolidated statement of financial condition presentation. We believe that our audit provides
a reasonable basis for our opinion.

In our opinion, the consolidated statement of financial condition referred to above present
fairly, in all material respects, the consolidated financial position of GAM Services Inc. and

Subsidiary at December 31, 2005, in conformity with accounting principles generally
accepted in the United States.

February 27, 2006

A Member Practice of Ernst & Young Global 1




GAM Services Inc. and Subsidiary
Consolidated Statement of Financial Condition

December 31, 2005

Assets :

Cash and cash equivalents $ 1,664,534
Due from affiliates 643,218
Accounts receivable and accrued income 230,502
Other assets 73,022
Total assets $ 2,611,276

Liabilities and stockholder’s equity

Liabilities:
Accounts payable and accrued expenses $ 558,986
Due to parent 411,824
Total liabilities 970,810
Stockholder’s equity 1,640,466
Total hiabilities and stockholder’s equity $ 2,611,276

See notes to consolidated statement of financial condition.




GAM Services Inc. and Subsidiary

Notes to Consolidated Statement of Financial Condition

December 31, 2005

1. Organization

GAM Services Inc. (the “Company™), a Delaware corporation, was organized on October 3,
1989. The Company is the distributor and principal underwriter of GAM Funds, Inc.
(the “Funds”), and the selling agent for GAM Avalon Galahad LLC, GAM Avalon
Lancelot, LLC, GAM Avalon Dinadan, LLC and GAM Avalon Palemedes, LLC
(the “Avalon Funds”). The Company is a registered broker-dealer with the Securities and
Exchange Commission. The Company is a wholly owned subsidiary of GAM USA Inc. (the
“Parent”). The Company’s ultimate parent, GAM Holding AG, was previously owned by
UBS AG, a Swiss bank holding company. In December 2005, Julius Baer Holding Inc., also
a Swiss bank holding company, acquired GAM Holding AG from UBS AG.

The Company owns all of the outstanding common stock of GAM Funding Inc.
(“GAM Funding”). GAM Funding is a Delaware corporation which commenced operations
in May 1998.

2. Summary of Significant Accounting Policies

Basis of Presentation and Principles of Consolidation

The preparation of the consolidated statement of financial condition in conformity with
accounting principles generally accepted in the United States requires management to make
estimates and assumptions that affect the amounts reported in the consolidated statement of
financial condition and accompanying notes. Actual results could differ from those estimates.

The consolidated statement of financial condition includes the accounts of the Company and
its wholly-owned subsidiary, GAM Funding. All significant inter-company accounts and
transactions have been eliminated in consolidation.

Cash and Cash Equivalents

The Company considers money market funds and other short term investment with maturities
at acquisition of less than three months to be cash equivalents.




GAM Services Inc. and Subsidiary

Notes to Consolidated Statement of Financial Condition (continued)

2. Summary of Significant Accounting Policies (continued)
Fixed Assets

Furniture, fixtures, office and computer equipment are carried at cost. Depreciation of
furniture, fixtures, office and computer equipment is computed by the straight-line method,
using estimated useful lives of three and four years.

At December 31, 2005, the Company did not hold any fixed assets.
Foreign Currency Transactions

Assets and liabilities denominated in foreign currencies are translated into U.S. dollars at the
closing rates of exchange at year end. There were no foreign currency transactions for the
year end December 31, 2005.

Income Taxes

The Company is included in the consolidated federal and combined state and local tax returns
of the Parent. In accordance with the inter-company tax sharing agreement, the Company
computes its income taxes on a stand-alone basis.

3. Net Capital Requirement

The Company is subject to the Securities and Exchange Commission (the “SEC”) Uniform
Net Capital Rule 15¢3-1 (the “Rule”). The Company’s minimum net capital requirement is
the greater of 6-2/3% of the aggregate indebtedness, as defined, or $25,000. In addition,
certain advances, payments of dividends and other equity withdrawals are subject to certain
provisions of the Rule. At December 31, 2005, the Company had net capital, as defined, of
$686,900 exceeding the requirements by $622,203. The Company’s aggregate indebtedness
to net capital ratio was 141% at December 31, 2005.

4. Concentration of Credit Risk

Substantially all of the Company’s cash and cash equivalents are on deposit with two major
financial institutions.




GAM Services Inc. and Subsidiary

Notes to Consolidated Statement of Financial Condition (continued)

5. Related Party Transactions

The Company shares office space, personnel and other common administrative expenses
with its Parent. Administrative expenses are allocated to the Company as determined by the
Board of Directors of the Parent.

At December 31, 2005 the Company has a due from affiliates account in the amount of
$643,218. This balance represents distribution fees earmed on the distribution of the Funds
and the Avalon Funds.

At December 31, 2005 the Company has a due to parent in the amount of $411,824. The due
to parent balance represents taxes that the Parent pays on behalf of the Company and GAM
Funding.




