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OATH OR AFFIRMATION

I Brian Yolles ' : , swear (or affirm) that, to the best of
my knowledge and belief the accompanylng financial statement and supportmg schedules pertaining to the firm of
StockShield, Inc. , as
of . . - December31 2010, 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
classified solely as that of a customer, except as follows:

/ |
—
Ceo

/

Notary Public o 1681400
: Notary Public - California
- Los Angeles County
GComm. Mar 29, 2014
(c) Statement of Income (Loss).
(d) Statement of Changes in Financial Condmon

‘(¢) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprletors Capital.

(f) Statement of Changes in Liabilities Subordinated to- Clalms of Credltors

(2) Computation of Net Capital.

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

(i) Information Relating to the Possession or Control Requirements 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 unauditéd Statements of Financial Condition with respect to methods of
consolidation. .

() 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 ofthe prev1ous audit.

‘§1 gnature

'-!

his report ** contains (check all applicable boxes):
(a) Facing Page.
(b) Statement of Financial Condition.

OKNN O DENEHEEEEE

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

BUSINESS ADVISORS & CPAs
REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors
StockShield, Inc.

We have audited the accompanying statement of financial condition of StockShield, Inc. at
December 31, 2010, and the related statements of operations, stockholder’s equity, and
cash flows for the year then ended that you are filing pursuant to Rule 17a-5 under the
Securities Exchange Act of 1934. These financial statements are the responsibility of the
Company's management. Our responsibility is to express an opinion on these financial
statements 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 financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates 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 opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of StockShield, Inc., as of December 31, 2010, and the
results of its operations, and its cash flows for the year then ended, in conformity with
accounting principles generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The information contained in Schedule | is presented for
purposes of additional analysis and is not a required part of the basic financial statements,
but is supplementary information required by Rule 17a-5 under the Securities Exchange
Act of 1934. Such information has been subjected to the auditing procedures applied in:
the audit of the basic financial statements and, in our opinion, is fairly stated in all material
respects in relation to the basic financial statements taken as a whole.

/a;/,é%%(/

Denver, Colorado
February 14, 2011

3600 South Yosemite Street | Suite 600 | Denver, CO 80237 | P: 303.694.6700 | TF: 888.766.3985 | F: 303.694.6761 | www.starkcpas.com
An Independent Member of BKR International



StockShield, Inc.
Statement of Financial Condition
December 31, 2010

ASSETS
Current Assets
Cash and cash equivalents . $ 92,472
Other current assets 8,331

$ 100,803

LIABILITIES AND STOCKHOLDER'S EQUITY

LIABILITIES
Subordinated borrowings $ 74,112
74,112
STOCKHOLDER'S EQUITY
Common stock, par value $.001, 100,000 shares
authorized, 35,689 issued and outstanding 357
Additional paid-in capital 1,076,626
Accumulated (deficit) (1,050,292)
- 26,691
$ 100,803

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

2



StockShield, Inc.
Statement of Operations
For The Year Ended December 31, 2010

INCOME
Administrative services fees $ 10,000
Interest income 77
10,077
EXPENSES
Professional fees 74,582
Regulatory fees 2,500
Other expenses 23,202
Interest expense 62,319
B Total expenses 162,603
NET (LOSS) $ (152,526)

The accompanying notes are an integral part of these financial statements.
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Balance, January 1, 2010

Stock issued for cash at $100 per share

StockShield, Inc.

Statement of Stockholder’'s Equity
For the Year Ended December 31, 2010

Stock issued in exchange for notes payable

and accrued interest at $100 per share

Net (loss)

Balance, December 31, 2010

Additional Total
Common Stock Paid-In Accumulated Stockholder's
Shares Amount Capital (Deficit) Equity
26,222 $ 262 $ 129,960 $ (897,766) $ (767,544)
1,451 15 145,085 - 145,100
8,016 80 801,580 - 801,660
. - - (152,526) (152,526)
35,689 $ 357 $ 1,076,626 $ (1,050,292) $ 26,691

The accompanying notes are an integral part of these financial statements.
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StockShield, Inc.
Statement of Cash Flows
For the Year Ended December 31, 2010

OPERATING ACTIVITIES
Net (loss) $ (152,526)
Adjustments to reconcile net (loss) to net cash
(used in) operating activities:

Accrued interest converted to equity 45,026
Changes in:
Other assets - (6,936)
Accounts payable and accrued expenses (6,547)
Net cash (used in) operating activities (120,983)
INVESTING ACTIVITIES

Net cash (used in) investing activities -

FINANCING ACTIVITIES

Stock issued for cash 145,100

Net cash (used in) financing activities 145,100

NET INCREASE IN CASH : 24117

CASH AT BEGINNING OF YEAR 68,355

""" ' CASH AT END OF YEAR $ | 92,472

SUPPLEMENTAL CASH FLOW INFORMATION:

Cash paid for:
Interest 3 -
Income taxes $ -

NON CASH FINANCING ACTIVITIES:
Subordinated borrowings converted to equity $ 801,660

The accompanying notes are an integral part of these financial statements.
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. StockShield, Inc.
Statement of Changes in Subordinated Borrowings
For The Year Ended December 31, 2010

Subordinated borrowings at January 1, 2010 $ 830,746
Increases

Interest accumulated during 2010 45,026
Decreases

Conversion of borrowings to equity (801,660)
Subordinated borrowings at December 31, 2010 ‘ 74,112

The accompanying notes are an integral part of these financial statements
6



StockShield, Inc.
Notes to Financial Statements
December 31, 2010

Note 1 — Nature of Operations and Summary of Significant Accounting Policies

Description of Business - StockShield, Inc. (the "Company") is a broker-dealer registered
with the Securities and Exchange Commission (“SEC”), Financial industry Regulatory
Authority (“FINRA”), and the Securities Investor Protection Corporation (“SIPC”). In
addition, the Company is registered with the securities regulatory divisions of the States of
California, lllinois, and New York. Administrative fee income is generated in connection with the
private placement of interests in StockShield, LLC and StockShield Trust, which implement the

Company's proprietary equity risk management capability.

Basis of Presentation - The accompanying financial statements have been prepared in
conformity with accounting principles generally accepted in the United States of America.
However, broker-dealers in securities are further subject to Rule 17a-5 of the Securities
and Exchange Commission and the Financial and Operational Combined Uniform Single
(FOCUS) report there under. That rule prescribes the presentational format of the
accompanying financial statements as well as additional disclosures.

Cash and Cash Equivalents

For purposes of the statement of cash flows, the Company considers all highly liquid debt
instruments purchased with a maturity of three months or less and any certificates of
deposit that do not contain material early withdrawal penalties to be cash equivalents.

Fair value of financial instruments

Cash and cash equivalents are financial instruments for which the carrying value equals fair
value. The Company has no financial instruments with off-balance sheet risk.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities as of the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ from

those estimates.

Income Taxes

The Company accounts for income taxes under FASB ASC 740-10 which requires the use of
the liability method. FASB ASC 740-10 provides that deferred tax assets and liabilities are
recorded based- on the differences between the tax bases of assets and liabilities and their
carrying amounts for financial reporting purposes, referred to as temporary differences.
Deferred tax assets and liabilities at the end of each period are determined using the currently
enacted tax rates applied to taxable income in the periods in which the deferred tax assets and
liabilities are expected to be settled or realized.



STOCKSHIELD, INC.
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2010

Note 1 — Nature of Operations and Summary of Significant Accounting Policies

Revenue Recognition

Administrative fees are recognized on a quarterly basis per agreement.

Note 2 — Net Capital Requirements

The Company is subject to the Securities and Exchange Commission’s “Uniform Net Capital
Rule” (SEC 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 15to 1.
At December 31, 2010, the Company had net capital of $92,472 which was $87,472 in excess
of its required net capital of $5,000. The Company’s ratio of aggregate indebtedness to net
capital was 0% at December 31, 2010.

Note 3 — Reserve Requirements

The Company is exempt from the Securities and Exchange Commission’s Rule 15¢3-3 under
Section (k)(2)() and, therefore, is not required to make the periodic computation for
determination of reserve requirements and information relating to the possession and control
requirements under Rule 15¢3-3.

Note 4 — Related Party

The Company is the Manager of StockShield, LLC, a Delaware limited liability company
formed to sell membership interests to investors for the purpose of having the proceeds of
such sale held in escrow by Wells Fargo Bank, N.A., for a period of five years. At the end of
the five-year term, StockShield, LLC will be dissolved and liquidated, with the assets distributed
as set forth in the LLC Agreement. For its services, the Company is paid an annual
administrative fee equal to 0.50% of the initial stock value protected by membership interests

sold to investors.
Note 5 — Subordinated Loans

On October 7, 2008 the Company entered into unsecured subordinated loan agreements with four
shareholders, at 10% interest. During 2010 $801,660 was converted to 8,016 shares of the
Company’s $.001 par value common stock, at $100 per share. The remaining loan is $74,112,
with an interest rate of 10% and is payable on or before December 31, 2012. The loan
agreements have been approved by FINRA and require prior written approval from FINRA
before any repayment can be made. Interest expense was $62,319 for the year ending

December 31, 2010.



STOCKSHIELD, INC. ,
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2010
Note 6 — Stockholders’ Equity

During 2010 the Company issued 1,451 common shares for cash at $100 per share, for a total of
$145,100. As discussed in Note 5, above, The Company also converted $746,752 of principal plus
accrued interest of $54,908 for an aggregate amount of $801,660, to 8,016 shares of its common

stock at $100 per share.
Note 7 - Income Taxes

The Company accounts for income taxes under ASC Subtopic 740, “Accounting for Income
Taxes”, which requires use of the liability method, and which provides that deferred tax assets
and liabilities are recorded based on the differences between the tax basis of assets and
liabilities and their carrying amounts for financial reporting purposes, referred to as temporary
differences. Deferred tax assets and liabilities at the end of each period are determined using
the currently enacted tax rates applied to taxable income in the periods in which the deferred tax
assets and liabilities are expected to be settled or realized.

The provision for income taxes differs from the amount computed by applying the statutory federal
income tax rate to income before provision for income taxes. The sources and tax effects of the

differences are as follows:

Income tax provision at federal statutory rate 30%
Effect of Net Operating Losses (30%)

—%

As of December 31, 2010, the Company has a net operating loss carryforward for federal
income tax purposes, of approximately $1,000,000. This loss carryforward will be available to
offset future taxable income. If not used, this carryforward will expire periodically through 2029.
The deferred tax asset of approximately $300,000 relating to

the operating loss carryforward has been fully reserved as of December 31, 2010, since it is not
expected that the losses will be utilized within the statutory carryforward period. The increase in
the valuation allowance related to the deferred tax asset was approximately $45,000 during

2010.

Note 8 — Subsequent Events

Management of the Company has reviewed all subsequent transactions through the date the
financial statements were available to be issued. It has been determined that there are no
subsequent events which would require disclosure in the financial statements.



StockShield, Inc.
Schedule | - Computation Of Net Capital Under Rule 15¢3-1
Of The Securities And Exchange Commission
December 31, 2010

Stockholder's equity per Statement of Financial Condition $ 26,691
Add: Subordinated debt 74,112

Less: Total nonallowable assets (8,331)
Haircut on securities -

Net Capital $ 92,472
Aggregate indebtedness - | $ -

Basic net capital requirement 3 5,600
Excess net capital $ 87,472
Ratio aggregate indebtedness to net capital 0%

Net Capital as reported on the Company's FOCUS Report
Part lIA (unaudited) as of December 31, 2010: 3 92,472

There were no differences between the above calculation and the Company's
calculation of net capital as reflected on the unaudited Form 17a-5, Part IIA.
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StockShield, Inc.

Schedule Ill - Computation For Determination of Reserve Requirements
and Information Relating to the Possession and Control
Requirements Under Rule 15¢3-3
December 31, 2010

StockShield, Inc. operates pursuant to the Section K(2)(i) exemption provision of the
Securities and Exchange Commission Rule 15¢3-3, customer protection rules, and
does not hold customer funds or securities. Therefore, there are no reserve requirements
and no possession and control requirements.

11
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StarkSchenkein, LLP

BUSINESS ADVISORS & CPAs

To the Board of Directors of
StockShield, Inc.

In planning and performing our audit of the financial statements of StockShield, Inc. (the
Company), as of and for the year ended December 31, 2010, in accordance with auditing
standards generally accepted in the United States of America, we considered the Company's
internal control over financial reporting (internal control) as a basis for designing our auditing
procedures for the purpose of expressing our opinion on the financial statements, but not for
the purpose of expressing an opinion on the effectiveness of the Company's internal control.
Accordingly, we do not express an opinion on the effectiveness of the Company's 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
consideration of control activities for safeguarding securities. This study included tests of
compliance with such practices and procedures that we considered relevant to the objectives
stated in Rule 17a-5(g), In the following: making the periodic computations of aggregate
indebtedness (or aggregate debits) and net capital under Rule 17a-3(a)(11) and the reserve
required by 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 the following:

1. Making the quarterly securities examinations, counts, verifications, and comparisons,
and the recordation of differences required by Rule 17a-13.

2. 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

3. Obtaining and maintaining physical possession or control of all fully paid and excess
margin securities of customers as required by Rule 15¢3-3.

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 conformity with generally accepted accounting
principles. Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the

preceding paragraph.

3600 South Yosemite Street | Suite 600 | Denver, CO 80237 | P: 303.694.6700 | TF: 888.766.3985 | F: 303.694.6761 | www.starkcpas.com
An Independent Member of BKR International



"~ Denver, Colorado

Because of inherent limitations in internal control and 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 risk that they may become inadequate because of
changes in conditions or that the effectiveness of their design and operation may deteriorate.

A control deficiency exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or
combination of control deficiencies, that adversely affects the entity's ability to initiate,
authorize, record, process, or report financial data reliably in accordance with generally
accepted accounting principles such that there is more than a remote likelihood that a
misstatement of the entity's financial statements that is more than inconsequential will not
be prevented or detected by the entity's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies,
that result in more than a remote likelihood that a material misstatement of the financial
statements will not be prevented or detected by the entity's internal control.

Our consideration of internal control was for the limited purpose described in the first and
second paragraphs and would not necessarily identify all deficiencies in Internal control that
might be material weaknesses. We did not identify any deficiencies in internal control and
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 purpose 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 indicates 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, 2010, to

“meet the SEC’s objectives.

This report is intended solely for the information and use of the members, 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 those specified parties.

/Z%W/ Rz 7

February 14, 2011
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