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OATH OR AFFIRMATION

). Jeffrey Flaster . swear (o1 affirm) thar, 10 1the best of

my knowledge and belief the accompanying financial siatement and supporing schedules penaining 10 the firm of
O0'Brien & Shepard, Inc, . as

of January 31 . 2007 . are ue and correct. | funther sweay (or affirm)1tha

nenher the company nor any parines, proprietor, principal officer or director has any proprietary inlerest in any accounl
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This 1epon ** comains {check all applicable boxes):

O (a) Facing Page.

O (b) Statement of Financial Condition.

O () Statement of Income (Loss).

[J (d) Statemen of Changes in Financial Condition.

O (e) Statement of Changes in Stockholders' Equity o1 Partners’ or Sole Proprietors’ Capnal.

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

O (g) Computation of Net Capital.

1 (w) Computabon for Determination of Reserve Requirements Pursvant to Rule 15¢3-3.

O () Information Relating 1o the Possession or Control Requiremnents Under Rule 15¢3-3.

O A Reconciliation, including appropriate explanation of the Compmation of Net Capital Under Rule 15¢3-1 and the
Computation for Delermination of the Reserve Requiremenis Under Exhibit A of Rule 15¢3-3.

D) (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
conselidaiion,

O (1) AnOath or Affirmation.

O m)a copy of the SIPC Supplemental Repon.

[ (n) Asepon describingany material inadequacies found 10 exist or found to have existed since the date of the previous avudit.

**For conditions of confideniial ireatment of certain portions of this filing, see section 240.170-5(e)(3).
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INDEPENDENT AUDITOR’S REPORT

To the Officers and Directors of
(’Brien & Shepard, Inc.

661 Palisades Avenue
Englewood Chiffs, NJ 07632

We have audited the accompanying statement of financial condition of O’Bnien & Shepard, Inc. as of January
31, 2007. This financial statement is the responsibility of the Company’s management. OQur responsibility is
1o express an opimon on this financial statement based on our audit.

We conducted our audit in accordance with U.S. generally accepted auditing standards. Those standards
requirc that we plan and perform the audit 10 obtain reasonable assurance about whether the financial statement
15 free of matenal misstatement. An audit includes exarmiming, 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 statement of financial
condition presentation. We believe that our audit of the statement of financial condition provides a reasonable
basis for our opinion.

The accompanying financial statements have been prepared assuming that the Company will continue as a
going concern. As discussed in Note 8 to the financial statements, the Company has suffered recurring losses
from operations and has a deficit in stockholders” equity. However, the Company has extended its subordinated
loan from a stockholder of $150,000 to mature on March 31, 2010 to meet its regulatory capital requirements
{see Note 4). The Company’s ability to continue as a going concern is dependent on the stockholder’s intent not
to withdraw its subordinated loan prior to maturity. The financial statements do not include any adjustments
that might result from the outcome of this uncertainty.

In our opinion, the statement of financial condition referred to above presents fairly, in all material respects,
the financial position of O’Brien & Shepard, Inc. as of January 31, 2007, in conformity with U.S. generally
accepted accounting principles.

:’Mw . CFH s /27

New York, New York
March 28, 2007




O’BRIEN & SHEPARD, INC.
STATEMENT OF FINANCIAL CONDITION
JANUARY 31, 2007

ASSETS
Cash and cash equivalents h) 76,816
Receivable from brokers 594,000
Property and cquipment, less
accumulated depreciation and
amortization of $ 368.294 487
Other assels 25,427
Total assets 696,730

LIABILITIES, SUBORDINATED LIABILITIES AND STOCKHOLDERS’ EQUITY

Liabilities
Accrued expenses and accounts payable $ 29,800
Secunities sold, not yet purchased 543,594
Total habilites 573,394

Liabilities subordinated 10 claims of general creditors
Subordinated loan 150,000

Commitments

Stockholders’ equity
Common stock - no par value, voting

Authorized: 2,500 shares
Issued and ouistanding: 225 shares 75,000

Common stock - no par value, non-voling

Authorized: . 500 shares
Issued and outstanding: 25 shares 100,000
Accumulated deficit (201,664)
Total deficit in stockholders’ equity (26.664)

Total habilities, subordinated habilines
and stockholders” equity $ 696,730

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




O'BRIEN & SHEPARD, INC.
NOTES TO FINANCIAL STATEMENTS
JANUARY 31,2007

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

O’Brien & Shepard Inc. (the “Company™) 1s a New Jersey corporallon formed for the purpose of
conducting business as a brokers-broker in municipal securities. The Company operates under
the provisions of Paragraph (k)(2)(i1) of rule 15¢3-3 of the Secunties and Exchange Commission
(*SEC”) and, accordingly, is exempt from the remaining provisions of that rule. Essentially, the
reqmremenls of Paragraph (k)(2)(11) provide thal the Company clcars all transactions on behalf
of broker-dealer customers on a fully-disclosed basis with a clearing broker-dealer, and promptly
transmits all funds and securities to the clearing broker-dealer. The clearing broker-deales
carries all of the accounts and mamtains and preserves all related books and records as are
customarily kept by a cleanng broker-dealer.

(b) Revenue Recognition

Commission revenues and expenses are recorded on a settlement-date basis, generally the third
business day afier trade date. There 1s no matenal difference between the trade and settlement
dates.

(¢} Cash Equivalents

The Company considers all highly liguid investments with a matunty of three months or less
when purchased 1o be cash equivalents.

(d) Depreciation and Amortization

Property and equipment are recorded at cost, net of accumulated depreciation and amortization.
Equipment is being depreciated using an accelerated method over the estimated useful life of
each assel. Leaschold improvements are amortized over the lesser of the estimated economic life
or the remaining term of the lease. Depreciation and amortization amounted to $12,000 for the
year ended January 31, 2007.

(e) Use of Estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting
principles requires management 1o make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent 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 eshmates.

Note 2 - Securities Sold, But Not Yet Purchased

Securities sold, but not yet purchased consist of Municipal Bonds with a market value of $543,594.




O’BRIEN & SHEPARD, INC.
NOTES TO FINANCIAL STATEMENTS
JANUARY 31, 2007

Note 3 - Income Taxes

The Company has adopted Statemem of Financial Accounting Standards No. 109 (SFAS No. 109),
Accounting for Income Taxes which requires an asset and hability approach to financial accounting
and reporting for income taxes. Deferred income tax assets and habilites are computed annually for
differences between the financial statement and tax bases of assets and habilities 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 i1s the tax payable or refundable for the penod plus or
minus the change dunng the penod in deferred 1ax assets and habihues.

The Company has approximately $260,000 of losses and has elected 10 carryforward these losses for
the next 14 years.

Note 4 - Subordinated Liabilities

The Company has a subordinated loan from a stockholder for $150,000 which bears interest at 7% per
annum which matures on March 31, 2010. The subordination borrowing is available in computing net
capital under the SEC's uniform net capital rule. To the extent that such borrowing is required for the
Company’s continued compliance with minimum net capital requirements, 11 may not be repaid.

Note 5 - Lease Commitment

The Company leases office space under a five-year lease which expires November 30, 2010. Annual
rental payments, including utilities, are approximately $40,000 during the term of the lease.

Note 6 - Net Capital Requirements

The Company 1s subject to the SEC’s net capital rule (rule 15¢3-1), which requires the maintenance of
mimimum net capital and requires that the ratio of aggregate indebtedness to net capital, both as
defined, shall not exceed 1500%. At January 31, 2007, the Company had net capital, as computed
under the rule, of $41,660, which was $36,660 in excess of the required amount. The Company’s net
capital ratio was 71.5%.

INote 7 - Financial Investments with Off-Balance-Sheet Risk

The Company on a fully-disclosed basis deals with other municipal brokers. Should the counterparties
fa1l to deliver the securities, the Company may be required to purchase identical securities on the open
market at prices differem from the contract value. The Company monitors the credit standing of each
broker with which it conducts business.

Note 8 - Going Concern - Uncertainty

The Company incurred net losses during the last three years and, as of January 31, 2007, the
Company’s habilities exceeded their total assets by $26,666. The Company’s ability to meet ils
regulatory capital and other regulatory requirements 1s dependent on the stockholders’ renewing the
subordinated borrowings that mature and additional capital infusions when needed.

A copy of the Company’s statement of financial condition, as at January 31, 2007, pursuant to SEC rule 17a-5,
1s avatlable for examination at the Company’s main office and the regional office at the SEC.




