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OATH OR AFFIRMATION

1, Jeffrey G. More swear (or affum) that, 1o the

best of my knowledge and belief the accompanying finandial statement and supporting schedules pertaining to the firm of
Matrix Private Equities, Inc.

as of

Febrnuary 28 , ~202 | are true and corect. I further swear (or affirm) that meither the company
ROr any partaer, proprietor, princdpal officer or director has any proprictary interest in any account classified soley as that of
a customer, except as follows:

R rr B.Fanbet -

Wy Commission Fypires Senfember 36, 2909

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

X (a) Facng page.

X (b) Statement of Financial Conditon.

Xl (¢) Statement of Income (Loss).

£ (d) Statement of Changes in Financa! Condition.

£ (e) Statement of Changes in Stockhelders” Equity or Parirers’ or Sole Proprictor’s Capital.

O (f) Statement of Changes in Liabilittes Subordinated to Claims of Creditors.

X (g) Computarion of Net Capital

® () Computation for Determination of Reserve Reguirements Pursuant to Rule 15¢3-3.

(@) Informarion Relating to the Possession or control Requirements Under Rule 15¢3-3.

K (5} A Recondliation. including appropriate explanation, of the Computation of Net Capitai Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

O (k) A Recondliation between the audited and unaudited Statements of Financial Condition with respect to methods of ¢on-
solidation.

£ (@) An Oath or Affirmarion.

O (m)A copy of the SIPC Suppiemental Report.

: ((g))Aﬁcggé g?molr{llg %ngt%mgaall dequacie uacies fﬁf“‘E é?q alalnlstro rfo ugd 1o e:ﬂsu? singeshe da date of the previous audit.

**fFor conditions of confidential rearment of certain portions of this filing, see section 240.17a-5(e)(3).
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INDEPENDENT AUDITORS’ REPORT M/ﬂf? (] 7 ’2@@@

To the Board of Directors and Stockholder R ’
Matrix Private Equities, Inc. T
Richmond, Virginia

We have audited the accompanying statement of financial condition of Matrix Private Equities, Inc. (the
“Company”) as of December 31, 2001. This financial statement is the responsibility of the Company’s
management. Our responsibility is to express an opinion on this financial statement 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 statement is free of material misstatement. An audit includes examining, 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
financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statement referred to above presents fairly, in all material respects, the financial
position of Matrix Private Equities, Inc. at December 31, 2001, in conformity with accounting principles
generally accepted in the United States of America.

February 15, 2002
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STATEMENT OF FINANCIAL CONDITION
MATRIX PRIVATE EQUITIES, INC.

December 31, 2001

ASSETS
Cash $ 39,359
Prepaid expenses 1,230
$ 40,589
LIABILITIES AND STOCKHOLDER'S EQUITY
Taxes payable $ 251
STOCKHOLDER'S EQUITY
Common stock, $.01 par value; 10,000 shares
authorized; 3,047 shares issued and outstanding 30
Additional paid in capital 74,970
Accumulated deficit (34,662)
40,338

§ 40,589

See notes to statement of financial condition.




NOTES TO STATEMENT OF FINANCIAL CONDITION
MATRIX PRIVATE EQUITIES, INC.

December 31, 2001

NOTE A—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Use of Estimates: The presentation of financial statements in conformity with generally accepted accounting
principles 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 these
estimates.

Nature of Business: Matrix Private Equities, Inc. (“the Company”) was incorporated December 16, 1999 to act
as an investment banker broker-dealer providing merger and acquisition consulting services to privately held
companies and assisting in placing new offerings of debt and equity securities.

Income Taxes: The Company accounts for income taxes in accordance with Statement of Financial Accounting
Standards No. 109, “Accounting for Income Taxes” (FAS 109). Under the provisions of FAS 109, an entity
recognizes deferred tax assets and liabilities for future tax consequences of events that have been previously
recognized in the entity’s financial statements or tax returns. The measurement of deferred tax assets and
liabilities is based on provision of the enacted tax law; the effects of future changes in tax laws or rates are not
anticipated. Under FAS 109, measurement is computed using the applicable tax rates.

Revenue Recognition: The Company’s primary revenues are derived from retainer fees and investment
banking fees related to financing transactions. Revenue from retainer fees is recorded upon signing of the
contract because retainer fees are non-refundable. Investment banking fees are recorded at the date the
transaction goes to closing.

NOTE B—AFFILIATE AGREEMENT

The Company has an agreement with an affiliated company, Matrix Capital Markets Group, Inc. (“Matrix”) in
which the Company pays Matrix a management fee of 90% of net income for expenses paid by Matrix on
behalf of the Company. Those expenses covered under the agreement include outside labor, salaries, taxes,
insurance, marketing costs, credit reports, subscriptions, travel expenses, furniture and fixtures rent, postage,
office supplies, accounting and legal services and other general administrative and office expenses.

For the year ended December 31, 2001, the Company paid $11,063 in management fees to Matrix as a result of
this agreement.




NOTES TO STATEMENT OF FINANCIAL CONDITION—Continued

MATRIX PRIVATE EQUITIES, INC.

NOTE C—NET CAPITAL REQUIREMENTS

The Company is subject to the 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 15 to 1(and the rule of the “applicable” exchange
also provides that equity capital may not be withdrawn or cash dividends paid if the resulting net capital ratio
would exceed 10 to 1). At December 31, 2001, the Company had net capital of $39,108, which was $34,108
in excess of its required net capital of $5,000. At December 31,2001, the Company’s percentage of aggregate
indebtedness to net capital was less than 1%.

NOTE D—OTHER REGULATORY REQUIREMENTS

The Company does not hold any funds or securities for the accounts of customers and clears all its customers’
transactions through another broker-dealer on a fully disclosed basis. It is therefore exempt from the customer
reserve requirements of the Securities and Exchange Commission Rule 15¢3-3 under Section (k)(2)(i1).
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Board of Directors and Stockholders
Matrix Private Equities, Inc.

In planning and performing our audit of the financial statements and supplemental schedules of Matrix
Private Equities, Inc. (the Company), for the year ended December 31, 2001, we considered its internal
control, including control activities for safeguarding securities, in order to determine our auditing
procedures for the purpose of expressing our opinion on the financial statements and not to provide
assurance on 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 tests of such practices and
procedures that we considered relevant to the objectives stated in Rule 17a-5(g) in making the periodic
computations of aggregate indebtedness (or aggregate debits) and net capital under Rule 17a-3(a)(11) and
for determining compliance with the exemptive provisions of 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 any of the following:

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

3. 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.

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.




The Board of Directors and Stockholders
Page 2

Because of inherent limitations in internal control or the practices and procedures referred to above, errors
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.

Our consideration of internal control would not necessarily disclose all matters in internal control that
might be material weaknesses under standards established by the American Institute of Certified Public
Accountants. A material weakness is a condition in which the design or operation of the specific internal
control components does not reduce to a relatively low level the risk that errors or fraud in amounts that
would be material in relation to the financial statements being audited may occur and not be detected
within a timely period by employees in the normal course of performing their assigned functions.
However, we noted no matters involving internal control, including 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 purposes 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 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, 2001, to meet the SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors, stockholders,
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 these specified parties.

February 15, 2002




