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" best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
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19252 ) 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 soley as that of
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(a) Facing page.
(b) Statement of Financial Condition.
(¢) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.
(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietor’s
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pital.

(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.
() Information Relating to the Possession or control Requirernents Under Rule 15¢3-3.

(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 unaudited Statements of Financial Condition with respect to methods of con-

solidation.
(1) An Oath or Affirnation.
{m)A copv 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 240.17a-5(e)(3).
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MARTIN C, PARK, CPA
358U Wishire Bivd., Suite 1040
tos Angeles, Califrenia 900710
Tetephone; (213) 386-3221
Cax: (2131 3676225

To the Board of Directors
Hermaen, Alexis & Co,, Inc.
1522 Wast Manchester Ave.
Los Angeles, CA 30047

We have auditad the stalement of financial conditicn of MHerman, Alexis & Co., Inc, as of
Dacamber 31, 2001 gnd the related statements of income and ratained earnings, changes in
stockholders’ equity, and cash flows for the year then ended. These financlal statsments ars the
responsibility of the Company'a management, Our responsibility is to exprass an opinion on these
financial statements based on our audit.

We conducted cur audit in accordance with generally eccepted auditing standards. Thoss
standards require that we plan and perform the audit to obtain reasonabie assurance about
whether the financial statements are free of material misstatament. An audit includes examining,
on a test besls, avidence supporting the amounts and disclosuras in the financial statement. An
audit aiso includes assessing the accounting principles used and significart estimates made by
management, as well as evaluating the overall financial statement pressntation. We belisve that
our audit provides a reasonable basis for aur opirion,

in our opinion, the financial statements referred to above presents fairly, in all material respects,
the financial position of Herman, Alexis & Co., inc. as of December 31, 2001, and the resuits of its
operations and its cash flows for the year then ended in conformity with generally accepted
accounting principles.

Our examination was made for the purpose of forming an oplnion ot the basic financial
statements, taken as a whole, The information contained in schedules on pages 8 — 12 are
presented for purpose of additional analysis and is not & required part of the basic financial
statements, but is supplemsniary information required by rule 17a2-5 of the Securities and
Exchange Commission. Such information has been subjected to the auditing procedures applied
in the examination cof the besic financial statements and, in our oplnion, is falrly stated in all
material respacts in relation to the basi¢ financial statements taken as a whole.

A%@/%_@w

February 28, 2002
Los Angsles, Cailifornia




HERMAN, ALEXIS & CO., INC,
STATEMENT OF FINANCIAL CONDITION

AS QF DECERBER 31, 2001
ASSETS
Current Assets
Cash $ 4
investments - Note E 5,550 $§ 5,554
Other Assets

Organization cost - net of amortization of
of $14,518 - Note A -
Deposits in Cleating House 25,00C 25 90%

an aas
Total Assets s 20.554

LIABILITIES AND STOCKHOLDERS' EQUITY

Current Liahilitias

Accounts payeble . $ 1006

Brokers payable 6%

Accrued taxes - Note B 3,876 $ 4947

Total Liabilities 4,947

Stockholders' Equity - Note C

Common stock , no par vaiue 100

100 sharss authorized, issued, and outstanding

Additional paid-in-capital 78,885

Accumulated unrealized gain/(loss) on investments {67,750)

Reteined earnings (deficit) 14,371 25,607

Total Liabilities and Stockholders' Equity _$ 30,854

Sae accompanying notes to financial statements
.9

*




HERMAN, ALEXIS & CO., INC.
STATEMENT OF INCORME AND RETAINED EARNINGS (DEFICIT)
FOR THE YEAR ENDED DECEMBER 31, 2001

Net Sales

Operating Expenses

Income from Qperation

Cther Income and (Expensas)

Income (Loss) hefora income Tax

Provision for Income Tax - Note B

Net Income (Loss)

Retained Earnings (Deficit), January 1, 2001

Retained Earnings (Deficit), Dacember 31, 2001

Sse accompanying notes to financial statements

$ 42,749
56,796
[14,047)
(57,602)
(71,648)
2,751

§  (74,401)
8E.771

§ 14371




HERMAN, ALEXIS & €O., INC.
STATEMENT OF CHANGES IN STOCKHOLDERS EQUITY
A3 O DECEMBER 31, 2001

Beg. Balance Ending Balance

Man. 1, 2001  Changes  Dec 31, 2001
Common Stock 8 100 § - $ 100
Additiona! Paid-in.capital 85,8687 13,018 78,8857
Accumulated Unrealized (Loss) on invastmant (89.690) 21,940 (87,7301
Reteinad Sarnings {Deficit) 88,771 (74.400) 14,3717
Stockholders' Equity $ 65049 § (39442 § 25 807

8ee accompanying notes ta financial statements
-4 -




HERMAN, ALEXIS & CO., INC,
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 20019

Cash flows from opearating activities .

(23

Nat income (ioss)
Adjustment to reconcile nat income 1o net cash provided by
operating activities :

Amortization expense $ -
Decrease in daposit accounts 1,482
Increase in accounts payable 31
Dacrease in broker payable (1,887}
Decraass in gue 1o shareholer {2,325
Increase in aceruad 1axes 1,478
Loss on sale of Investmant €0,000

(74,400)

Net cash ussd by operating activities 58,777

Cash flows from investing activities
Proceed from sate of invastments 2,530

Net cash used by investing activitiss 2,500

Cash flows from financing activities :

increase in additicnal paid-in-capital 13,818

Net cash provided by financing activities 13,018

Net change in cash and cash equivalent (105)

Cash and cash equivalents at January 1, 2001 109

Cash and cash equivalents et December 31, 2001 S 4

Ses accompanying notas 10 financia! statements
. 5 -




HERMAN, ALEMIS & €O, INC.
NOTES TO FINARCIAL STATEMENTS
DECEMBER 31, 2001

Note A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
BUSINESS ORGANIZATION AND QPERATIONS

The Company, which is a member of the National Association of Securities Dealers, Inc., was
ncorporated in the state of Dielaware in February 1994 for the purpose of acting as a broker-dealer and
operates in the state of California. The Company began its operation in January 1925 and was granted
registration as a broker-deaier pursuant to Section 15 (b} of the Seciurities Exchange Act of 1934, The
company performs services for its customers on a fully disclosed basls. These customsr transactions
are mainly cleared through RFR Correspondent Clearing. The Company also provides various
management advisory services. :

AMORTIZATION OF ORGANIZATION COSTS

Costs in organizing the Company are recorded as organizational cosis and are amortized over 5 years
on a straight-line basis.

Note B — INCOME TAXES

The Company's shareholder elected 8 Corporation status effective May 16, 1984, in lieu of corporate
income taxes, the shareholders of an S corporation are taxed on their proportionate share of the
Company's taxable income. Therefore, provision or liakility only for state (California) income tax has
been included in these tinancial statements.

Note C — NET CAPITAL REQUIREMENTS

Pursuant to the Net Capital Provisicn of Rule 15¢3-1 of the Securities and Exchange Act of 19834, the
Company is required to maintain @ minimum Net Capital, as defined under such provisions. At
December 31, 2001, the Company had a Net Capital of $20,067, which was £16,0587 in excess of the
minimum Net Capital Requirement.

Note D — SPECIAL. ACCOUNT FOR EXCLUSIVE BENEFIT OF CUSTOMERS

The Company is exempt from the provisions of Rule 15c3-3 of the Securities and Exchange Act of 1634
and therefore, among other things, is not required to maintain a “Special Reserve Bank Account for the
Exclusive Benefit of Customers,” since it mests the requirement of Rule 15¢3-3 (k) (2) (a) and does not
carry security accounts for customers or perform custodial functions relating to customer securities.




HERMAN, ALEXIS & CO., INC.
NOTES TG FINANCIAL STATEMENTS
DECEMBER 31, 2001

Note E ~ INVESTMENTS

The stocks were recorded at their fair market value when received. The year-end market value
adjustment s not recognized in incoms but rather is accumulated and presentad as an element of
stockhoiders' equity,




HERMAN, ALEXIS & CO., INC,
COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENT
UKDER RULE 15C3-3 OF THE SECURITIES ARD EXCHANGE COMMISSION
FOR THE YEAR ENDED DECEMBER 31, 2001

Herman, Alexis & Co., Inc. claims an exempticn from Rule 15¢3-3 basad on Saction 15¢3-3
(k){2) (i} who, as an introducing broker or dealer, ciears all fransactions with and for cystomers
on a fully disclosed basis with a clearing broker or dealer, and who promptly transmits all
customers funds and securities to the clearing broker or dealer which carrias all of the
accounts of such customers and mainteins and preserves such books and records pertaining
thersto pursuant 1o the requirements of Rules 17a-3 and 17a-4, as are customatily made and
kept by e broker or desier. The ciearing broker is Daln Rauschear,




HERMAN, ALEXIS & CO., INC.
IHFGRMATION RELATING TO POSSESSION OR CONTROL REQUIREMENTS
UNDER RULE 1503-3 OF THE SECURITIES AND EXCHANQE COMMISSION
FOR THE YEAR ENDED DECEMBER 31, 2001

Herman, Alexis & Co.. Inc. clalms an exemption from rule 15¢3-3 baseq on Section
15c3-3 (k){2)(il) who, as an introducing broker or dezler, clears all transactions with and for
customsrs on 2 fully disclosed basis with a clearing broker or dealer, or who promptly
transmits all customer funds and securitias to the clearing broker or dealer which carries alf of
the accounts of such customers and maintains and preserves such books and records
pertaining therets pursuant to the requirements of Rulas 17a-3 and 17&-4, as arg customarily
made and kept by a clearing troker @r dealer,




HERMAN, ALEXIS & CO,, INC.
COMPUTATION OF NET CAPITAL UMDER RULE 15C3.1
GF THE SECURITIES AND EXCHAMGE COMMISSION
AS OF DECEMBER 31, 2601

NET CARITAL

Taotal stackholders' equity qualitied for net capital ) 25,607

Add : Liabilities subordinated to claims of
general creditors allowabls in
cemputation of net capital
Total capital and aliowable subordinated liabilities 28,607

Deductions and/or charges
Non-allowable agsels

Investrnents $ 5,650
Deposit accounts - excess -

Totai deductions and/or charges

Net Capita $ 20,057

-10 -




HERMAN, ALEXIS & CO., INC.
COMPUTATION OF NET CAPITAL UNDER RULE 15C3-1
CF THE SECURITIES AND EXCHANGE COMMISSION
AS OF DECEMBER 31, 2001

AGGREGATE INDEBTEDNNESS

tems Included In statement of financial condition
Accounts payabie

Total aggregate indebtedness

COMPUTATION OF BASIC NET CAPI{TAL REQUIREMENTS
Minimum net capita! required or § 5,000 if greater
Excess net capftal at 1500 %

Excess nat capital at 1000 %

Ratio ; Aggregate indebtedness t¢ net capital

11

$ 4,947
$ 4,947
$ 5,000
14,315
14 583

Q.28 tol




HERMAN, ALEXIS & CO., INC,
COMPUTATION OF MET CAPITAL UNDER RULE 15C3-1
OF THE SECURITIES AND EXCHANGE COMMISSION
A3 OF DECEMBER 31, 2001

RECONCILIATION WITH COMPANY'S COMPUTATION
{Inciuded In part HA ¢t torm X-17A-5 as of December 31, 2001)

Net capital, as reported in company's part A (unaudited! focus report
Net audit adjustments

Net capital per above - Eee Note C

-12-

§ 18,362
708
$ 20,057




MARTIN C. PARK, CPA
3580 Wilshire Blvd,, Suite 1040
Los Angeles, California 90010
Telephone: (273) 386-3227
Fax: (213} 1876222

To the Board of Directors
Herman, Alexis & Co., Inc.
1522 West Manchesgter Ave.
Los Angelss, CA 80047

We have sxamined the financial stataments of Herman, Alexis & Co., Inc. for the year ended
December 31, 2001 and have issued our report therson dated February 28, 2002. As part of our
examination we made a study and an evaluation ¢f the Company's system of internal accounting
control to the extent we considered necassary 10 evaluate the system as required by generally
accepted auditing standards. The purpose of our study and evaluation, which included obtaining
an understanding of the accounting system, was o determine the nature, timing and extent of the
auditing procedures necessary for exprassing an opinion on the financial statements.

We also mads a study of the practices and procedures followed by the Company in making the
pariodic somputations of aggregate indebtedness and net capital under rule 17a-3{g) (11) and the
procedures for determining compliance with the exemptive provisions of rule 15¢3-3. We did net
review tha practices and procedures followed by the Company in making the quarierly securities
examinations, counts, verffications and comgparisons, and the recordation of differences required
by rule 17a-13 or in complying with the requirements for prompt sayment for securities under
section 8 of Regulation T of the Board of Governiors of the Federal Raserve System, because the
Company does not carry security accounts for customars or perform custodial functions relating to
the customar securities. The Company is in compliance with the condfticns of the exemption and
no facts have come to our attention indicating that such conditions had not been compiied with
during the period,

The management of the Coempany is responsibla for establishing and maintaining a system of
intarnal accounting control and the practices and proceduraes referred to in the preceding
paragraph. In fulfilling this responsibility, estimates and judgments by management are required
to assess the expected benefits and ralated costs of contral procedures end of the practices and
procedures referred to in the preceding paragraph and to assess whether those practices and
procedures can be expected 1o achieve the Commission's above mentioned objsctives. The
objectives of a system and the practices and procedures are to provide management with
reasonabls, but not absolute, assurancs that assets for which the Company has responsibility are
safeguarded against loss from unauthorized use or disposition, and that ransactions ars sxecuted
in accordance with management's authorization and recorded property to permit the preparation
of financial statements in accordance with generally accepted accounting principles. Rule 17a-
5(g) Uists additional objectives of the practices and procedures listad in the preceding paragraph.

Bacause of inherent fimitations in any intemal accounting control procedures or the practices and
procedures raferred to above, errors or irreguiarities may nevertheless occur and not be detected.
Also, projection of any evaluation of them to future periods is subjsct to the risk that may become
inadequate because of changes in conditions or that the degree of compliance with them may
deterigrate.

+ 13«




Our study and evaluaticn made for the limited purpose described in the first paragraph wouid not
necessarlly disclose all material weaknesses in the system. Accordingly, wa do not express an
epinion on the system c¢f internal accounting control of Herman, Alexiz & Co., Ing. taken as a
whole. However, our study and evaluation disciosed no condition that we believed t¢ be a
matarial weakness.

We understand that practices and procedurss that accomplish the objectives referred to in the
second paragraph of this report are considered by the Commission to be adequate for I's 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 indicate a
material inadeguacy for such purposas. Based on this understarding and on our study, we
believe that the Compary's practices and procedures ware adequats at Dacember 31, 2001, to
meet the Commission's objectives,

This report is intended solely for the use of management, the Securities and Exchange
Commission, the New York Stock Exchange, Inc. (or other designated ragulatory organizations)
and other reguiatory agencies which rely on Rule 17a-5 (9) under the Securities Exchange Act of
1934 and should not t¢ he used for any other purpose.

%wf— N )

February 28, 2002
Las Angeles, California




