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OATH OR AFFIRMATION

I, W. JAMESON MCFADDEN ,» swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supportmg schedules pertaining to the firm of .
WELLINGTON SHIELDS & CO., LLC- : , as

.of .DECEMBER 31 . % ,20 18 are true and correct. I further swear (ot affirm) that
~ neither the company nor any partner, proprietor, prmclpal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

2=
Sig#hature )
Mo ' . - .
No 01FR6305262 PRESIDENT

Exp. 060812680 | [ . Title .

mmm

Notary Public

ThlS report ** contains (check all applicable boxes)

() Facing Page..

B] (b) Statement of Financial Condition.

[] (o) Statement of Income (Lass) or, ifithete is other comprehensive incomie in the period(s) presented, a Statement

, of Comprehensive Income (as defined in §210.1-02 of Regulation S-X).

B (d) Statement of Changes in Financial Condition.
(e) Statemient of Changes in Stockholders’ Equity or Partners® or Sole Proprietors’ ‘Capital.
- (f) Statement of Changes in L1ab111tles 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.
() ' 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.

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

‘ consolidation.

(X! 1. An Oath or. Affirmation, 5. .-, -

[ 1 (m) A cbpy of: : Suppl emental Report

[ | (n) Areport descrlbmg atiy material inadequacies found to exist or found to have existed since the date of the previous audit.

**For condzttons of conf dentzal treatmem‘ of certain portions of this filing, see section 240.17a-5 (e)(3)
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors
of Wellington Shields & Co., LLC

Opinion on the Financial Statement

We have audited the accompanying statement of financial condition of Wellington Shields & Co.,
LLC (the “Company”) (a wholly owned subsidiary of Wellington Shields Holdings, LLC as of
December 31, 2018, and the related notes (collectively referred to as the financial statement). In our
opinion, the statement of financial condition presents fairly, in all material respects, the financial
position of Wellington Shields & Co., LLC as of December 31, 2018 in conformity with accounting
principles generally accepted in the United States of America.

Basis for Opinion

This financial statement is the responsibility of the Company’s management. Our responsibility is to
express an opinion on the Company’s financial statement based on our audit. We are a public
accounting firm registered with the Public Company Accounting Oversight Board (United States)
(“PCAOB”) and are required to be independent with respect to the Company in accordance with the
U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange
Commission and the PCAOB.

‘We conducted our audit in accordance with the standards of the PCAOB. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial
statement is free of material misstatement, whether due to error or fraud. Our audit included
performing procedures to assess the risks of material misstatement of the financial statement,
whether due to error or fraud, and performing procedures that respond to those risks. Such
procedures included examining, on a test basis, evidence regarding the amounts and disclosures in
the financial statement. Our audit also included evaluating the accounting principles used and
significant estimates made by management, as well as evaluating the overall presentation of the
financial statement. We believe that our audit provides a reasonable basis for our opinion.

Auditors’ Report on Supplemental Information

The Computation of Net Capital Pursuant to Rule 15c¢3-1 of the Securities and Exchange
Commission have been subjected to audit procedures performed in conjunction with the audit of
Wellington Shields & Co., LLC’s financial statement. The Company has claimed an exemption to
SEC Rule 15¢3-3 pursuant to subparagraph 15¢3-3(k), and therefore no “Computation for
Determination of Reserve Requirements” or “Information for Possession or Control Requirements”
under that rule have been provided. The supplemental information is the responsibility of Wellington
Shields & Co., LLC's management. Our audit procedures included determining whether the
supplemental information reconciles to the financial statement or the underlying accounting and
other records, as applicable, and performing procedures to test the completeness and accuracy of
the information presented in the supplemental information. In forming our opinion on the
supplemental information, we evaluated whether the supplemental information, including its form
and content, is presented in conformity with 17 C.F.R. §240.17a-5. In our opinion, the supplemental
information is fairly stated, in all material respects, in relation to the financial statement as a whole.

We have served as Company’s independent auditors since 2016.

%M ot Lo

New York, New York
February 28, 2019

Morison KSi

Independent member



WELLINGTON SHIELDS & CO., LLC
(a Wholly Owned Subsidiary of Wellington Shields Holdings, LLC)

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2018

ASSETS

Cash $ 3,282,194
Securities owned, at fair value 2,032,293
Deposits with clearing broker-dealers 100,000
Receivable from broker-dealer 1,019,774
Receivable from affiiate 997,554

‘Furniture, equipment and leasehold improvements — at cost, net
of accumulated depreciation in the amount of $2,062,934 374,915
Restricted cash 300,000
Prepaid expenses and other assets 587.850
Total assets $ 8,694,580

LIABILITIES AND MEMBER'S EQUITY

- Accounts pay_a'_blé; égcrued expenses and other habilities | $2,370.492
 Deferredreveme | 600,000
" Total labilities | 2,970,492
Commitments and cqhtingencies
Member's equity 5,724,088
Total habihmas and member's equity _ | $ 8,694 580

The accompanying notes are an integral part of this financial statement.



WELLINGTON SHIELDS & CO., LLC
(a Wholly Owned Subsidiary of Wellington Shields Holdings, LLC)

NOTES TO FINANCIAL STATEMENT

FOR THE YEAR ENDED DECEMBER 31, 2018

1. ORGANIZATION AND NATURE OF BUSINESS

Wellington Shields & Co., LLC (the “Company”) is a broker-dealer registered with the
U.S. Securities and Exchange Commission and is a member of the New York Stock Exchange and
the Financial Industry Regulatory Authority (FINRA) and is a wholly-owned subsidiary of
Wellington Shields Holdings, LLC (“Holdings”). The Company’s principal line of business is
conducting securities transactions for its customers located throughout the United States. The
Company clears its securities transactions on a fully disclosed basis with other broker-dealers and,
accordingly, is exempt from the provisions of SEC Rule 15¢3-3, and is not responsible for
compliance with Section 4(c) of Regulation T of the Federal Reserve System.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The accompanying financial statements have been prepared in accordance with
accounting principles generally accepted in the United States of America (“GAAP”).

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 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 estimates.

Security Transactions

Security transactions are recorded by the Company on the trade date. Securities owned
and securities sold, not yet purchased, are stated at fair value. Profit and loss arising from all
securities transactions entered into for the account and risk of the Company are recorded on a trade
date basis. Securities received as compensation for investment banking transactions are recorded at
fair value on the date received.

Securities are reported at fair value in accordance with FASB ASC 820, Fair Value
Measurements and Disclosures. See Note 3 for discussion of fair value measurements.

Revenue from Contracts with Customers

In May 2014, the Financial Accounting Standards Board (“FASB”) issued Accounting
Standards Update (“ASU”) 2014-09, (Topic 606) Revenue from Contracts with Customers, which
provides guidance for revenue recognition. The pronouncement requires that an entity should



WELLINGTON SHIELDS & CO., LLC
(a Wholly Owned Subsidiary of Wellington Shields Holdings, LLC)

NOTES TO FINANCIAL STATEMENT

FOR THE YEAR ENDED DECEMBER 31, 2018

2. (cont’d)

recognize revenue to depict the transfer of promised goods or services to customers in an amount
that reflects the consideration to which the entity expects to be entitled in exchange for those goods
or services. The Company has implemented the cumulative effect adjustment method to the opening

‘retained earnings. The Company adopted Topic 606 as of January 1, 2018 and the adoption of Topic

606 does not have a material impact on the financial statements.

Commission Revenue

The Company buys and sells securities on behalf of its customers. Each time a customer
enters into a buy or sell transaction, the Company charges a commission. Commissions and related
clearing expenses are recorded on the trade date (the date that the Company fills the trade order by
finding and contracting with a counterparty and confirms the trade with the customer). The
Company believes that the performance obligation is satisfied on the trade date because that is when
the underlying financial instrument or purchaser is identified, the pricing is agreed upon and the risks
and rewards of ownership have been transferred to/from the customer.

Investment Banking Revenue

Investment banking revenues include fees for securities offerings (traditional and
structured PIPES) and advisory services in which the Company acts as an agent. Investment
banking fees generated for securities offerings transactions are recorded at the time the securities
offering is completed and the income is reasonably determinable. Investment banking revenue for
advisory arrangements is generally recognized at the point in time that the performance under the
terms of the engagement letter is completed (the closing date of the transaction) or the agreement is
cancelled. However, for certain agreements, revenue is recognized over time for advisory
arrangements in which the performance obligations are simultaneously provided by the Company
and consumed by the customer. In some circumstances, significant judgment is needed to determine
the timing and measure of progress appropriate for revenue recognition under a specific agreement.
Retainers and other fees received from customers prior to recognizing revenue are reflected as
contract liabilities. At December 31, 2018, all contract liabilities were immaterial.

Investment and Technical Research Revenue

The Company generates revenue from the sale of investment and technical research to
institutional and retail customers. Revenue is generally recognized over time in which the
performance obligations are simultaneously provided by the Company and consumed by the
customer. Depending on the arrangement, fees are received monthly, quarterly, semi-annually or
annually and are recognized as revenue at that time as they relate specifically to the services
provided in that period, which are distinct from services provided in other periods. Fees received
from customers prior to recognizing revenue are reflected as liabilities. At December 31, 2018, all
contract liabilities were immaterial.



WELLINGTON SHIELDS & CO., LLC
(a Wholly Owned Subsidiary of Wellington Shields Holdings, LLC)

NOTES TO FINANCIAL STATEMENT

FOR THE YEAR ENDED DECEMBER 31, 2018

2. (cont’d)

Asset Management - Investment Advisory Fees

The Company provides investment advisory services under the terms of an investment
advisory agreement. These services are provided on a daily basis and the Company believes the
performance obligation for providing advisory services is satisfied over time because the customer is
receiving and consuming the benefits as they are provided by the Company. Fee arrangements are
based on a percentage applied to the customer’s assets under management. Fees are generally
received quarterly relating specifically to the services provided in that period, which are distinct
from services provided in other periods. The Company uses estimates to measure and recognize
revenue intra-quarter based on prior quarters’ calculated fees and reconciles any differences in the
quarter when fees are calculated.

Cash and Restricted Cash

In November 2016, the FASB issued ASU 2016-18, Restricted Cash, that requires
restricted cash to be included with cash and cash equivalents when reconciling the beginning-of-
period and end-of-period total amounts shown on the statement of cash flows. The Company
adopted ASU 2016-18 as of January 1, 2018, and this does not have a material impact on the
financial statements. There were no changes in the restricted cash balances during the year ended
December 31, 2018.

Deposits with Clearing Brokers

The Company does not carry accounts for customers or perform custodial functions
related to customer securities. Deposits with Clearing Brokers represents cash held at that broker.

Furniture, Equipment and Leasehold Improvements

Furniture and equipment are stated at cost and are being depreciated over five or seven
years, which approximates their useful lives, using the straight-line method.  Leasehold
improvements are being amortized using the straight-line method over the term of the related office
space lease, which is ten years. Major expenditures for furniture and equipment and those which
substantially increase their useful lives are capitalized; maintenance and repairs, are expensed as
incurred.

- Management reviews the carrying value for impairment in value and determines if any
adjustments are required. No impairment losses have been recognized for the year ended December
31, 2018.



WELLINGTON SHIELDS & CO., LLC
(a Wholly Owned Subsidiary of Wellington Shields Holdings, LLC)

NOTES TO FINANCIAL STATEMENT

FOR THE YEAR ENDED DECEMBER 31, 2018

2. (cont’d)
Income Taxes

The Company was organized as a limited liability company in 2008 and is included in the
federal partnership tax returns filed by Holdings. Accordingly, no provisions for income taxes are
required in these financial statements as the items of income or loss will be included in the tax

“returns of Holdings’ members.

Although the Company itself is not directly subject to income taxes, the effects of an
uncertain tax position, if any, may have an impact on the tax returns of Holding’s members.
Therefore, GAAP requires that any such effects be recognized based on the outcome that is more
likely than not to occur. Under this criterion the most likely resolution of an uncertain tax position
should be analyzed based on technical merits and on the outcome that will likely be sustained under
examination. As of December 31, 2018 the Company has determined that it has no uncertain tax
positions that require either recognition or disclosure in the financial statements.

Fair Value Hierarchy

Accounting principles related to fair value measurements establish a framework for
measuring fair value, and establishes a hierarchy of fair value inputs for valuation techniques used to
measure fair value. Fair value is the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement date. A fair value
measurement assumes that the transaction to sell the asset or transfer the liability occurs in the
principal market for the asset or liability or, in the absence of a principal market, the most
advantageous market. Valuation techniques that are consistent with the market, income or cost
approach, as specified by FASB ASC 820, are used to measure fair value.

The fair value hierarchy prioritizes the inputs to valuation techniques used to measure fair
value into three broad levels:

e Level 1. Quoted prices (unadjusted) in active markets for identical assets or liabilities
that the Company can access as the measurement date.

e Level 2. Inpﬁts other than quoted prices included within level 1 that are observable for
the asset or liability either directly or indirectly.

e Level 3. Unobservable inputs for the asset or liability.

The availability of observable inputs can vary from security to security and is affected by
a wide variety of factors, including, for example, the type of security, the liquidity of markets, and
other characteristics particular to the security. To the extent that valuation is based on models or
inputs that are less unobservable in the market, the determinates of fair value requires more



WELLINGTON SHIELDS & CO., LLC
(a Wholly Owned Subsidiary of Wellington Shields Holdings, LLC)

NOTES TO FINANCIAL STATEMENT

FOR THE YEAR ENDED DECEMBER 31, 2018

2. (cont’d)

judgment. Accordingly, the degree of judgment exercised in determining fair value is greatest for
instruments categorized in level 3.

The inputs used to measure fair value may fall into different levels of the fair value
hierarchy. In such cases, for disclosure purposes, the level in the fair value hierarchy within which
the fair value measurement falls in its entirety is determined based on the lowest level input that is
significant to the fair value measurement in its entirety.

3. SECURITIES OWNED

Exchange Traded Equity Securities

Exchange traded securities are generally valued based on quoted market prices from the
exchange. To the extent these securities are actively traded, valuation adjustments are not applied,
and they are categorized in level 1 of the fair value hierarchy; otherwise, they are categorized in
level 2 or 3 of the fair value hierarchy. Securities categorized in level 2 are classified as such as the
securities are restricted or not actively traded.

Residential Mortgage-Backed Securities (“RMBS”), Commercial Mortgage-Backed
Securities (“CMBS™) and other Asset-Backed Securities (“ABS”™)

RMBS, CMBS and other ABS are valued based on trades, bid price or spread data, two-
sided markets, quotes, benchmark curves including but not limited to treasury benchmarks and Libor
and swap curves, discount rates, market data feeds from commercial vendors, derivative indices,
loan level information including without limitation loan loss, recovery and default rates, prepayment
speeds, trustee reports, investor reports, and servicer reports and is obtained from observed
transactions or independent third parties such as vendors or clearing brokers.

State and Municipal Bonds

The fair value of state and municipal securities is determined using trades, bid price or

-spread, two-sided markets, quotes, benchmark curves including but not limited to treasury

benchmarks and Libor and swap curves, market data feeds such as municipal securities rulemaking
board, new issues, financial statements and trustee reports and is obtained from observed
transactions or independent third parties such as vendor or clearing brokers.

The following table presents the Company’s fair value hierarchy for those assets measured
at fair value on a recurring basis as of December 31, 2018.



WELLINGTON SHIELDS & CO., LLC
(a Wholly Owned Subsidiary of Wellington Shields Holdings, LLC)

NOTES TO FINANCIAL STATEMENT

FOR THE YEAR ENDED DECEMBER 31, 2018

Fair Value Measurements on a Recurring Basis

As of December 31, 2018

3. (cont’d)
Level 1 Level 2 Level 3 Total
Securities owned:
Residential mortgage backed securities $ - $§ 188,796 $ - $ 188,796
State and municipal bonds - 1,843,497 - 1,843,497
$ - $2032293 § - $ 2,032,293

The aggregate cost of securities was $2,064,999 at December 31, 2018.

4.  FURNITURE, EQUIPMENT AND LEASEHOLD IMPROVEMENTS

Major classes of furniture, equipment and leasehold improvements include the following:

Life — Years
Furniture and equipment 5-7 $ 1,886,356
Leasehold improvements 10 551,493
2,437,849
Less accumulated depreciation/amortization 2,062,934
Net furniture, equipment and
leasehold improvements § 374915

5.  EMPLOYEE BENEFIT PLAN

Emplovees’ Savings and Investment Plan

The Company sponsors a 401(k) deferred contribution plan covering all eligible
employees who elect to participate in the plan. Participating employees contribute a percentage of
their compensation, as defined, into the plan, which is limited to an amount allowable under the
Internal Revenue Code. The Company, at its discretion, may also make matching contributions to
the plan. For the year ended December 31, 2018, the Company elected to contribute 50% of
employee contributions up to 4% of their compensation. The Company’s contributions to the plan
for the year ended December 31, 2018 was $64,954.



WELLINGTON SHIELDS & CO., LLC
(a Wholly Owned Subsidiary of Wellington Shields Holdings, LLC)

NOTES TO FINANCIAL STATEMENT

FOR THE YEAR ENDED DECEMBER 31, 2018

6. COMMITMENTS AND CONTINGENCIES

Operating Leases

The Company is obligated under several operating leases for office space and equipment
which expire at various dates between May 31, 2017 and September 30, 2024.

On December 18, 2013 the Company signed an extension and second amendment to the
lease assumed from a member of Holdings, to extend the term of the lease commencing January 1,
2014 and terminating September 30, 2024. Annual rent ranges from $891,792 plus operating and
real estate tax escalations at the beginning of the lease to $1,003,266 for the final three years of the
agreement. The lease includes a “Termination Option” whereby the Company may terminate the
unexpired term of the lease, effective September 30, 2020, by providing timely notice to the landlord
no later than December 31, 2019. As of December 31, 2018, the Company had no intention of
exercising this option. The lease also includes an “Extension Option” whereby the Company has the
option to extend the term of the lease for five (5) years succeeding the extended term expiration date
with notice to the landlord nine (9) months prior to the extended term expiration date. As of
December 31, 2018, the Company had no intention of exercising this option. Under the terms of the
agreement the Company was not required to pay rent for the first nine months of the agreement. The
Company was also entitled to receive reimbursement from the landlord for up to $836,055 in
renovations to the office space. A total of $551,493 was reimbursed from the landlord for
renovations, with the remaining $284,562 converted to free rent, and used by the Company as per
the “Free Rent Elective Amount” provision of the agreement.

Future minimum annual lease payments under operating leases are as follows:

Minimum
Year Ending Lease

December 31, Payment
2019 $ 1,034,533
2020 969,127
2021 976,577
2022 1,011,054
2023 1,003,266
Thereafter 752,450

$ 5747007

For financial statement purposes, rent expense is accounted for on a straight line basis.
Accordingly, the statement of financial condition reflects a deferred rent liability of $863,998, which
is included in accounts payable, accrued expenses and other liabilities, for the excess of the expense
charged compared to the amount paid in accordance with the lease.



WELLINGTON SHIELDS & CO., LLC
(a Wholly Owned Subsidiary of Wellington Shields Holdings, LLC)

NOTES TO FINANCIAL STATEMENT

FOR THE YEAR ENDED DECEMBER 31, 2018

6. (cont’d)

Arbitration Proceedings and Litigation

During 2018, an action was brought in federal court in New York against an outside
corporate defendant and two of its principals asserting several claims, joining and seeking to impose
liability on the Company as co-defendant. Following an Amended Complaint by the plaintiff on
July 18, 2018, the Company and the other defendants separately filed motions to dismiss on August
23, 2018. These motions are pending and as such, discovery is stayed. Management is vigorously
defending itself from the claims believed to be without merit. The Company has accrued a total of
$116,118 to cover attorney’s fees and costs as well as any contribution to a settlement.

On December 21, 2018, the Company and a registered representative were sued in a
FINRA arbitration by a former client. The Statement of Claim alleges numerous causes of action
concerning three municipal bond purchases which the claimant alleges were represented to be fully
insured against losses. The Company and registered representative’s Answer to the Statement of
Claim was filed with FINRA by the response due date of February 11, 2019. Management intends
on vigorously defending itself from the claim believed to be without merit. The Company has
accrued $55,000 concerning this arbitration for outside counsel fees.

Arising from a 2016 audit, FINRA Enforcement has made a number of Rule 8210
requests concerning the Company’s reporting of trades that were entered erroneously as
“unsolicited” versus “solicited”. The Company will continue to fully cooperate with FINRA in its
investigation. In the event charges are asserted by FINRA, analysis will be made at such time
concerning how the Company will respond. It appears likely that FINRA Enforcement will seek to
sanction the Company; the Company has accrued $50,000 for a potential fine.

On January 19, 2019, the Company received a Turnover Demand letter from the attorney
for the Trustee of the bankruptcy estate of a former client. While no formal complaint has been
filed, an adversary proceeding has been threatened by the Trustee alleging acts and omissions and
other claims. No damage amount has been stated, the statute of limitations has elapsed and the
Company regards any suit brought against it as frivolous on its face. Nevertheless, the Company
offered, and the Trustee accepted $86,960 on February 5, 2019 in settlement to fully and completely
resolve any and all claims, known or unknown, that could be asserted against it by the Trustee and/or
parties to whom the Trustee represents.

Letter of Credit — Restricted Cash

A commitment under a standby letter of credit in the amount of $300,000 expiring on
December 31, 2024 is reflected as restricted cash at December 31, 2018.

10



WELLINGTON SHIELDS & CO., LLC
(a Wholly Owned Subsidiary of Wellington Shields Holdings, LLC)

NOTES TO FINANCIAL STATEMENT

FOR THE YEAR ENDED DECEMBER 31, 2018

6. (cont’d)

Deferred Revenue

On February 4, 2016, the Company received a signing bonus from its clearing broker- dealer
in the amount $1,125,000. Under the terms of the Amendment to the Clearing Agreement, the
Company is subject to a Termination Fee in the event that it terminates the Agreement prior to its
expiration on January 31, 2021. Accordingly, the Company has recorded the payment as deferred
revenue for 2016 and will be recognizing a portion of the liability to Other Income in conjunction
with the termination fee schedule as follows:

Termination in Year Deferred Revenue (Liability)
Feb 1,2017 ~Jan 31, 2018 $ 725,000
Feb 1,2018 —Jan 31, 2019 600,000
Feb 1, 2019 —Jan 31, 2020 350,000
Feb 1, 2020 —Jan 31, 2021 350,000
Feb 1, 2021 Termination $ -

As of December 31, 2018, the deferred revenue balance stood at $600,000.

7. RELATED PARTY TRANSACTIONS

The Company shares office space with an affiliate related by common ownership.
Allocation of expenses to this affiliate is based on management estimates per terms of the
intercompany expense allocation agreement. For the year ended December 31, 2018 expenses
aggregating $1,708,324 were allocated to this affiliate, and at December 31, 2018 the receivable
from this affiliate was $997,554 which is due on demand, and repayable on a quarterly basis.

8. NET CAPITAL REQUIREMENT

The Company is subject to the U.S. Securities and Exchange Commission 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 (and that equity capital may not be withdrawn or cash dividends paid if the resulting net
capital ratio would exceed 10to 1). At December 31, 2018, the Company had net capital of
$3,994,962 which was $3,821,772 in excess of its required net capital of $173,190. The Company’s
net capital ratio was 0.06503 to 1.

11



WELLINGTON SHIELDS & CO., LLC
(a Wholly Owned Subsidiary of Wellington Shields Holdings, LLC)

NOTES TO FINANCIAL STATEMENT

FOR THE YEAR ENDED DECEMBER 31, 2018

9. CONCENTRATIONS OF CREDIT RISK

The Company invests its excess cash in deposits with financial institutions, money
market funds, and securities issued by the U.S. and local governments. Financial instruments that
subject the Company to risk of loss include (a) securities owned, (b) receivables and deposits with
brokers and dealers; and (c) receivables from affiliated entities. No losses have been incurred to
date.

The Company is subject to credit risk in the event that its clearing broker is unable to fulfill
its obligations. The Company maintains its cash in bank deposit accounts and with its clearing broker
which, at times may exceed federal insured and SIPC limits. The bank and clearing broker are affiliated
with each other. At December 31, 2018, cash in bank deposits exceeded federal insured limits by

- $150,000. At December 31, 2018, cash held by the clearing broker exceeded SIPC insured limits by

$2,825,000. The Company has not experienced any losses in such accounts.

10. FINANCIAL INSTRUMENTS WITH OFF-BALANCE-SHEET RISK

The Company’s transactions are cleared by its clearing broker-dealer pursuant to a
clearance agreement. Although the Company clears its transactions through its clearing broker-
dealer, the Company is exposed to off-balance-sheet risk in the event that customers or other parties
fail to satisfy their obligations. Should a customer fail to deliver cash or securities as agreed, the
Company may be required to purchase or sell securities at unfavorable market prices. At December
31, 2018, the cash held by the clearing broker in excess of SIPC insured limits and substantially all
of the securities owned and the amounts due from brokers reflected in the statement of financial
condition are positions held at and amounts due from one clearing broker, a large financial
institution. The Company is subject to credit risk should this broker be unable to fulfill its
obligations.

11. RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS

Leases

In February 2016, the FASB issued ASU 2016-02, (Topic 842) Leases, which establishes
a right of use model (“ROU”) that requires a lessee to record a ROU asset and a lease liability on the
balance sheet for all leases with terms longer than 12 months. Leases will be classified as either
finance or operating, with classification affecting the pattern of expense recognition in the income
statement. Disclosure of key information about leases will also be required. This guidance is
effective for us on January 1, 2019.

In July 2018, the FASB issued ASU 2018-11, (Topic 842) Leases, which amends ASC
842 so that entities may elect not to recast their comparative periods in transition. The ASU allows
entities to change their date of initial application to the beginning of the period of adoption. In doing
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WELLINGTON SHIELDS & CO., LLC
(a Wholly Owned Subsidiary of Wellington Shields Holdings, LLC)

NOTES TO FINANCIAL STATEMENT

FOR THE YEAR ENDED DECEMBER 31, 2018

11. (cont’d)

so, the entity would recognize the effects of applying ASC 842 as a cumulative-effect adjustment to
retained earnings as of January 1, 2019.

The Company elected to adopt Topic 842 as amended under ASU 2018-11 as of January
1,2019. The Company estimates that the adoption of Topic 842 will have a material impact on the
financial statements and that the adoption of the standard will result in recognition of right of use
assets and lease liabilities of approximately $3.8 million and $5.0 million, respectively, as of January
1, 2019. The excess of lease liabilities over the right of use assets is due to the reclassification of
deferred rent liability and deferred leasehold improvements to lease liabilities of $863,898 and
$333,869, respectively. Consequently, no adjustment to retained earnings will be necessary.

12. SUBSEQUENT EVENTS

The Company has evaluated, for potential recognition and disclosure, subsequent events
as of the date of the statement of financial condition through February 28, 2019, the date that the
financial statements were available to be issued.
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WELLINGTON SHIELDS & CO., LLC
(a Wholly Owned Subsidiary of Wellington Shields Holdings, LLC)

SCHEDULE I

COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION

AS OF DECEMBER 31, 2018

NET CAPITAL
Member's equity $ 5,724,088
Add:

Allowable credits 41,219
Total capital 5,765,307
Deductions:

Nonallowable assets:

Furniture, equipment and leasehold improvements, net § 43,492
Receivable from affiliate . 997,554
Other receivable 18,129
Restricted cash 300,000
Prepaid expenses and other assets 329,140
1,688,315
Other deductions and/or charges 3,500
Net capital before haircuts on securities positions : 4,073,492
Haircuts on securities:
Exempted securities 78,530
Net capital | | $ 3,994,962
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SCHEDULE 1
(Continued)

COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION

AS OF DECEMBER 31, 2018

AGGREGATE INDEBTEDNESS
Accounts payable, accrued expenses and other liabilities

$ 2,597,850

Total aggregate indebtedness

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Minimum net capital required

Net capital at 1,500 percent

Excess net capital at 1,000 percent

Ratio: aggregate indebtedness to net capital

There are no material differences between the preceding computation and the Company's
corresponding unaudited Part Il of Form X-17-A-5 as of December 31, 2018.

$ 2,597,850

5 173,190
5 3,821,772
5 3,735,177

0.06503 to 1

See Report of Independent Registered Public Accounting Firm.
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SCHEDULE I

COMPUTATION FOR DETERMINATION OF CUSTOMER ACCOUNT RESERVES OF
BROKER AND DEALERS UNDER RULE 15C3-3 OF THE SECURITIES AND EXCHANGE
COMMISSION

AS OF DECEMBER 31, 2018

The Company has claimed an exemption to SEC Rule 15¢3-3 pursuant to subparagraph 15¢3-3(k),
and therefore no “Computation for Determination of Reserve Requirements” under that rule has

been provided.

See Report of Independent Registered Public Accounting Firm. J
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SCHEDULE 111

INFORMATION FOR POSSESSION OR CONTROL REQUIREMENTS UNDER RULE 15C3-3
OF THE SECURITIES AND EXCHANGE COMMISSION

AS OF DECEMBER 31, 2018

The Company has claimed an exemption to SEC Rule 15¢3-3 pursuant to subparagraph 15¢3-3(k),
and therefore no “Information for Possession or Control Requirements” under that rule has been
provided.

See Report of Independent Registered Public Accounting Firm.
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