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,best of my knowledge and belief the accompanylng financial statements and
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DIMAGGIO ROSARIO & VERAJA LLC

Certlﬁed Pubhc Accountants & Busmess Consultants ‘

567 James Count .=~
" Glendale Heights, IL 60139- 3206 B
. Phone (630) 790 4269 L] Fax (630) 942: 8269.

_ INDEPENDENT AUDITORS’ REPORT

To the Board of Drrectors

Peregrine Financials & Securltles Inc
190 South LaSalle Street, 7 "™ Floor.

Chrcago Ilhnors 60606

We have audlted the accompanymg statement of financial condrtton of Peregrrne Fmancrals &
'Securmes Inc. (an lowa’ Corporation) as of December 31, 2001 .and the related statements of
* income, changes in ownership equity, changes in liabilities subordmated to claims of general
creditors, and cash flows year then ended. These financial statements are. the responsrblhty of -
the Corporation’s management Our responsrbllrty s to express an ‘opinion on these ﬁnanc1al‘ '

*“Statements based on our audtt

o We conducted our audtt in accordance w1th Us. generally accepted auditing standards Those |
‘standards require that we plan and. perform the audit to obtain reasonable assurance - that the.
financial statements are free of’ material mlsstatement An audit 1ncludes examining, on a test

" . basis, evidence supporting the amounts. and disclosures i in the ﬁnanc1al statements. An auditalso .

includes assessing the -accounting principles used and - sxgnlﬁcant estimates . made by
management, as well as evaluating the overall financial statement presentatron We believe that”

our audit, provrdes a reasonab]e basrs for our opmron

- In-our oprmon the ﬁnancral statements referred to above present farrly, in all material respects o

the financial condition of Peregrine Financials & Securities; Inc. as of December 31, 200F, and

- the results of its operatlons and its cash flows for the’ perrod ended in conforrmty with U. S
generally accepted accountlng pr1n01ples ' S

B .Our audlt was- conducted for the purpose of formmg an oplmon on the basrc ﬁnancral statements{~ )
taken as. a whole. The information contained on’ pages 14 through 18 is presented for the
purposes of additional analysis-and i is not a requlred partof the basic financial statements, but is

a supplementary | information required by rule 17a-5 of the Securities and Exchange Commission. |

Such information has been. subjected to the. audltlng procedures apphed in the audit of the basic.
financial statements. and in our opmlon 1s farrly stated in-all materlal rcspects in relatlon to the

"basnc f'nancral statements taken as a whole

| Dﬂ/‘/\ 7/0 /Wa/ka @u w“/ 3[77
- Glendale Helghts Ihnors S S
-February 16,2002 ’ .
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 INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report

' NAME (ifingividual, state last, first, middle name)

'DIMAGGIO, ROSARIO & VERAJA, LLC . TR

- ADDRESS .

567 James Cout [ 77] Glendale Heights [~ 72] it -~ ["73] 60139 - [ 74

Number and'Street City. -~ __S_’tatev.;; : Zip Code

| CHECK ONE -

" [ Jcertified Public Accountant .
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SO B BNY I PN L,
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o DAcco‘gntani not resident in United States *
"ot any of its possessions - .~

I «DOYN‘OT'WRITE UNDER THIS LINE...FOR SEC USE ONLY

WORK LOCATION REPORT DATE DOC.SEQ.NO. |. CARD |-

e © o SEC 1696 2 of 16
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA

BROKER OR DEALER ) PEREGRINE FINANCIALS&SECURITIES INC. L T [w

T STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING NONCLEARING AND
' CERTAIN OTHER BROKERS OR DEALERS ¢ : o
_ | " As of (MMDDYY) 12/31/2001 e ]
... . .. .. SECFLENO. - 850521. . ‘| 98 |
L "ASSETS : . -+ " .Consolidated. ] RELH]
o ) v S Ungéﬁso!idatedi X Lﬁj
‘ . L \ , S Allowable ~ - . Non-Allowable "~ - Ig_t_a_
I oCash - ‘ S s "‘139223 ‘ N N 139223

-
2. Receivables from brokers or dealers:- N . _ _
" A. Clearance account . . L0 e o o '
B Other = . IR T 25sa08 Loo] $ o ama ] . 2es42. {_T :
" 3' Receivables from non-customers - R kS . 138691 |600) . 138,691 [830]
1. Securities and spot comrhodities . T . R o , S ’
© -owned, at market value: : o : L S
Exem\pfe@se‘cumiés T o 0
Debt'securies T g 0./419] I
" Options.” : ' .- 0|20
‘Other sécur'rties B T T o |44 . c ‘ o
: N o |430) . .ol S o [es0] -

© 0w

€ "Spol commodmes
3 Securmes and/or other mvestments
 riot readily marketable! L . - . , -
A Atcost 8 . o ofwso]e s S :
B A éstirﬁate‘djfairvalue Lo .0 Em L Lo 0 e 0 (860
3. Securmes borrowed under subordination agree- i ‘ o R oo o
ments and partners individual and capital S L o » : : . ‘ .
securmes accounts, a!marketvaIue . \ e 0 , ’ s . of[e3]. .- .0 ]880
A Exempled$ L Om R o N o T ' v
 .securties - . -’ ‘ ’ o R s
. B. Other. - . S , .
. " .securities '$ oo [180] o o ; S R
7. Secured demand notes:, .. s ) o 0 Eﬁ]; o i OI-EEI T “ 0 [890
‘market value of collateral: : : Con - s o ’ A
A Exempted N
o secumnes $ L <0 ]170 . ,
B. Other =~ N o g A e o
sé‘cun‘ties‘ $ . T “‘fI 0.1180f" ~ A E L . '
3. Memberships Ih'e;changes:," o
) A -QOwned, at S : . . . S
-market . § o [190] S I ‘
B .Qwned.atcost . ' ¢ S e T o [5p :
C. Contributed for use of the company o . o S : R . . : . oL
. atmarketvae .. . _— S . S R 'O; s U 0-;
3. Investment in and receivables from SR . S o . L . o
' affiliates, subsidiaries and h oo IR R R Lo L o ‘ “
assoc:ated panerships . .. ' o R ] @ﬂ B S0 ; L " 0 810
0. Property, furniture, equipment, ’ I L T ) ‘ ‘
leaseheld wnprovements and rnights’
“under lease agreements, at cost-net
of accumulated- depreciation - : o ‘ ST o T
o and amiortization” - L " o : . S0 @ S0 14,390 m o 14,390 [920 )
11. Other assets ‘ R R - 250630 |735] - . 250,630 |930|
12 TOTALASSETS - 5 402631 [540] S . 408445 |740[ $ .- 811,076 940

The accompanying 'note,s rgr\’e an integral-’
part of these financial statements .



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

BROKER OR DEALER:

STATEMENT OF FINANCIAL CONDITION

PART IIA

PEREGRINE FINANCIALS & SECURITIES INC

LIABILITIES AND OWNERSHIP EQUITY

. as of:

December 31, 2001

s

The accompanymg nozss are an mtegral

part of these financia s:atemems

7/

: . : ‘ AL Non-Al. :
- - Liabilities - - Llabllities * LIabIIItIes ’ Total
13 Bank Ioans payable L 3 0 [1045] 8 0. r12—552| $- 0 [1470]
14, Payable 10 brokers or dealers “ - N . . o '
A. _Ciearence account o0 14y 0 [1315] "o [1560
B Other - - . 141299 |1115] 0 [1305] 141,299 "| 1540 |
15 Payable' 16 nbn customers: C .0 |11s8) . 0. [ 1355 | 0 '[1610}.
18 Securmes sold not yet purchased S T V S R
Looat markelvalue R 0 m-é@ ‘ "0 F@]
17. Acéounts payable, accrued liabilities, . o ' : R . ST :
o expeﬁses and other 133,278 [1205 . 0 m : 133,278 - [ﬁéﬂ
18. Notes and mongages payable ‘ o . : '
A Unsecuied - - 0. [1270 L - o [1890
8. Secured I 0 {1211 0 [1390] . 1700
- 18 Lnabrlmes subordrnated to cla;ms . : )
of general creditors: - | . R . . . ‘ o .
A Cash bérrow:nge' ' : ‘ ‘ ‘ O C @ m .
1 from'oelsiders$ D <0 [s70 oL L - ‘
2 Inciudes equrty subordrnatron(15c3 1@ )) o o ‘
ot s._ .1 o [se0 S \ -
8 Securities borrowings, at market vaiue : i .0, @ -0 [i720]
" from outsiders - $ 0 [935—} ' ’ . o
C Pursuant o secured demand note’ - h Lo . R ‘
' collateral agreements _ L 0 [1420] ‘0 [m
1. from outsiderss.. 0 [1000 A ) R
2 Includes equity subordination(15¢3-1 (d))
, Cof L s . o 1010 ‘
© D' Exchange memberships contributed for o . .
use of company, at market value ‘0: [1430] o' [i740]
'E./"Accounts and other borrowings not ) AU o - L
not qualified for net capital purposes 0 t1220] ' 0 [1_4—46] o "0 W
20+ TOTALLIABILITIES 274,577 [1230] 0 [1450]: 274,577 {1760] .
© Ownérship Equity © .- . o
21 S'ole proprietorénip o ) 0 m
22. Pannersnip (imited pariners) 0 [fo20 0| 1780}
23, Corporation: ) N
A Preferred stock .0 [77_9-1_]
B - Common stock . " ) _ 825000 | 1792
.‘C’ gAcdmonaI pald in capntal . 4 0 11793J '
O: Retamed(ear_mngs o (288.501) | 1794
CE. Total ' : - 536,499 [1795]
, FoLess capntal stock in treasury . 0 |1796f
-24 ©_ TOTAL GWNERSHIP EQUITY v 536.499 |1800]
25. ~ TOTAL LI ABILITIES AND OWNERSHIP EQUITY- . 811.076 [1810]

¢



PART II FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

il PARTHA

. BROKER OR DEALER: . SR R ' ‘ ]
S PEREGRINE FINANCIALS&SECURITIES INC.. Forthe‘pe‘riod‘from © 01/01/2001 +[3932] to -~ 12 /31/2001 @3—,
' ’ NUmbe(ofr_nontns included.in this statement . " SRR | 3931

* STATEMENT OF INCOME (LOSS)

REVENUE o

Comm;ssnons

a Commnssnons on transacnons in exchange hsted equrty securmes executed on an exchange :

o

b Commnssnons on listed optlon transactlons ',
¢.. All other sewnnes oommlsswns )
d. Total securmes commissions .
2 Gains gr losses on firm securities tradmg accounts
a. From market makmg |n optlons ona natlonal secuntles exchange
b. From all other tradmg )
) ¢. Total gaunr (loss)
"3, Gains o'r'_iosses on_ firm securities inyestmentaccounts -
.4, 'brort or“(loss) from underwriting"and vseliling groups
5. Revenue from sale of investment company shares

6. Commodities revenue
7. Fees for account supervision, lnvestment adv:sory and admlnlstratlve serwces :

<

8. Other revenue .
8. Totalrevenue

EXPENSES

'10 Salanes and other’ employment costs for general partners ‘and votlng stockholder offcers
{1, Other employee compensatnon and benefts : :
12, Commissions. paid to other broker-dealers -

13. Interest expense ‘ )

) "‘a, Includes mterest on accounts subjec( to subordlnatlon agreemenls ’
" {4 Reguldtory f fees and expenses . ‘ '

15. Other expenses
" 16. ‘Total experses

NETINCOME.

T 17 income (Ioss) before Federal income taxes and |tems below {Item 9 Iess |tem 16) 3
“18. Provnsnon for Federal nncome taxes (for parent only) “ .
19, ‘Equityin earmngs (losses) of unconsolvdated sub5|d|anes not mcluded above

a. After Federalmcome taxes of’ : S o Lo s

0. [4070]

s @091 4210]

© 20, Extraordinary gams(losses) . e T

a. After Federal mcome taxes of

-0 |4238l:

0.

21, Cumulatvve effect of changes in accountmg principles
.22. Netincome (loss) after Federal |ncome.taxes and extrao_rdinai'y items

' MONTHLY INCOME -~ I

"23. Inccme (cbrr‘en‘i month only) béfore provision.for. Feoer‘at inconwe taxes and extraordina‘ry items

8

TMammmmendaamamm%@Lf
part of these financial statements .

4239

‘$‘A: . 849,026 [3935].

375,520 |3938]

1859,064  |3939]

3,083,610 |3940( .

[3945]
[3950|
| 3952] -
| 3955
|3870

[3650]
(375

346,996 - 3995 |
$ T 3,430,606 [4030]

ojlolojololololo

. 481,340 |4115]

2,745,284 14140]
' 0 |4075]

0 'l'41-9€;
382,073 |4100|

s 3,608,697 |4200

(=]

-0 1422
0

N
N
n
N

o [22]

oo 0 [azzs
$ .. ©(178,091) [4230]

s (72.918) [4211] 4



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT '
Part IIA )

BROKER OR DEALER: - PEREGRINE FINANCIALS & SECURITIES, INC.

" For the period-from. 1/ 1/2001 to-12/31/2001

STATEMENT OF CHANGES IN OWNERSHIP EQUITY
(SOLE PROPRIETORSHIP PARTNERSHIP OR CORPORATION)

Balance, begmnmg of period - N o N S R " - $ ) 209,590 |‘4240|
""A. Netincome (loss) ’ o e S } e 1(178,091) 4250
' .B. Additions (Inc!udes non- conformlng capital of . R Y 0 -{4262 505,000 | 4260
'C Deductnons (lncludes non- conformmg capltalof o o A S 0 l4272| oL - 0 14270
. 'Balance end of penod (From ltem 1800) ' I “ s ”536'.499 Taz90| -
STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED )
» TO CLAIMS OF GENERAL CREDITORS
_‘.'Balance beglnmng ofperlod N o s S . $ ‘v 0 4300
A, -Increases S ' ‘ ‘ o - . 0}4310]
B: Decreases . S 0 |4320]
s 0]4330]

5 Balance énd of period (From |tem 3520)

~

The aocompanylng notes are an |ntegral
pan of these financial statemems
9



 PEREGRINE FINANCIALS SECURITIES, INC.
(an Iowa corporatlon) o

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31 2001

) CASH FLOWS FROM OPERATING ACTIVITIES

Net income (Loss) I o :' $ . ‘(178‘,091)‘-
: Adjustments to reconcrle net income to net cash - o .
.provided by operatlng activities ‘

Deprecratron and amortization s “ e ..1,838
- (Increase)/decrease inassets - S
Recervables from- brokers or. dealers (aIIowabIe)‘ , - 50,791
. Receivable from NFS - .- ‘ o R L (4,734)
Recelvables from noncustomers . o o (138,691) - E
‘ Other assets @ .~ e T (91,997)
~Increasé/(decrease) in liabilites - T . ) ' R
. Payable to brokers or dealers.” = Coo s 77,455
" Payable to noncustomers . . ., ..~ (198,866)
: Accounts payable and accrued Irabrlmes o ; '
i "~ (482,295)
CASH FLOWS FROM IN\/ESTING ACTIVITIES SR
‘ Purchases of furnrture and frxtures Lo (11,803)

- CASH FLOWS FROM FINANCING ACTIVITIES R v - .
' Sale of stock - o .. 805000 .-
ANET INCREASEIN CASH SR, o Ct11.202
»CASH AT BEGINNING or= PERIOD oo 128021
CASH AT END»OF,PERIOD o o § 139,223

7" The accompanying notes are an inIegraI S
. part of these financial statements
o 10
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PEREGRINE FINANCIALS & SECURITIES INC.‘ ‘
(an lowa corporatlon)

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31 2001

‘ NOTE 1- SIGNIFICANT ACCOUNTING POLICIES

Peregrrne Fmancrals and Securmes inc. (The Corporatron) began dorng busmess as a regrstered
~ broker-dealer.in securities with the Securities and Exchange Commrsslon in December 1998 In-
“this capacrty, |t executes agency. transactlons for |ts customers : -

~In the normal course of its busmess the Corporatron enters into fmancnal transactrons where the
risk of potential loss due to.change in market (market risk) or failure of the other party to the
~ transaction to perform (credit risk) exceeds the amounts recorded for the transactron The nature
of these rlsks is described in'the footnote descrrbrng the transactlon : :
.. The Corporatron S polrcy |s to contlnuously monrtor |ts exposure to market and counter party rrsk
" through the use of a variety of financial position and credit exposure reporting and control
* procedures. In addition, the Corporation has a policy of reviewing the credit standing of each - \
" broker/dealer, clearmg orgamzatlon customer and/or other counter. party wrth whrch it conducts ‘
: busrness . . - , A ‘

[The Corporatron rntroduces its customer transactlons to a broker with whom rt hasa v
‘ correspondent relatlonshrp for executlon and clearance:in relation for execution and clearance i |n .
accordance with the terms of a clearance agreement. " In connection therewith, the Corporatlon
~has agreed to indemnify. its cleanng broker for losses that the clearing broker may sustain related
K to the Corporation’s customers. Securities purchased by customers in connectron with those '
: transactrons are held by the clearrng broker as collateral for the amounts owed '

At December 31, 2001 the recervable from cleanng broker reﬂected on the statement of flnancral_ '
condmon was substantlally in cash. : . o : :

‘ .'BaS|s of- Accountlnq »

The Corporatron ] t"nancral statements are prepared on the accrual basrs of accountrng, WhICh
conforms to U. S. generally accept accountlng pruncrples % :

Accountlnq Estlmates o

" The preparatlon of financial statements in conformrty wrth u.s. generaIIy accepted accountmg
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contrngent assets andliabilities at the date of’
the financial statements and reported amounts of revenues and expenses durlng the reported
period. Actual results could: dlffer from those estlmates ‘ :

‘I:Concentratron of Credrt Rrsk

The Corporatlon malntalns its cash in bank deposrts whrch at trmes may exceed federally
insured limits of $100,000. At December 31, 2001, this excess amounted to $39 223. The
Corporatlon belleves it is not exposed to any srgmﬁcant credlt nsk on cash

11



. Accounts ‘Recei"\'/ab‘le -

. ~ Accounts are charged to bad debt expense, as they are deemed uncollectlble7 based upon a
. periodic review of the accounts. At December 31 2001, no aIlowance for uncollectlble accounts
. was considered necessary : S : ‘

‘ Advertrsrnq and promotlon

-~ The Corporatlon expenses advertlsrng costs as they are mcurred Dunng the year ended
) December 31, 2001 these costs. amounted to $ 43 132. .

‘ Propertv and Equrpment

‘ ,The cost of property and equrpment is. deprecrated over the estlmated useful llves ‘of the: related -
- assets. Depreciation is computed over the straight-line method, which conforms to generally
.accepted accounting principles. The useful lives of property and equrpment for purposes of

computrng deprematnon are as follows: " . ‘ .

Furnrture and t"xtures ,: i ) o 7years Vo

~ Software -~ .. o 0 o 3’years
Equrpment < - v .3- 5years

Depreclatlon and amortlzatlon expense of property and equrpment charged to operatlons was .
- $1, 838 for the- year ended December 31, 2001 The maJor cIasses of flxed assets are as follows‘::. -

S - Accumulated
’ lAssetClass o Cost - - Depreciation

_ -Furniture and fxtures RS 7"$‘2§8440_1 i vjvi. - $ 8‘46_' PR
‘Software . o 5M84 0 1668 T
_Equ_lpment A . 9309 409 -7 ’

Total - $17313 . o .0 $2928°

- NOTE 2= CAPITAL STOCK

n June 2001 the shareholders approved the |ssuance of 215, OOO addltronal shares of stock to.

- the Corporatlon s majorlty shareholder for a total price of $215, OOO

. An addrtlonal 29 000 shares were lssued as detalled in Note 3 below

,The authorlzed |ssued and outstandlng shares of: capltal stock at December 31, 2001 were as
follows ' . . : 4 ,

Common stock no par value authonzed 1, OOO OOO shares 564 OOO shares |ssued and
outstandlng ‘ L .

| NOTE 3— RELATED PARTY TRANSACTIONS

PFG, WhICh shares common ownershrp with the Corporatron provrdes facrlrtles management
- services for'the Corporatron These fees include rent, accounting and cash management
. services. The Corporatlon reimburses PFG on a regular basis. = The total of these charges :
expensed during the year ended December 31, 2001 was $626, 854, of wh|ch $505 000 was pald
‘ durlng the year then ended with a payable at year-end of $121 854 i

RV



In October 2001 the shareholders approved the |ssuance of 29 000 shares of addrtlonal stock to-
~acorporation which is wholly owned by the Corporatlon ] majonty shareholder m exchange for -
‘ the release of $290 000 in debt : : : -

| " n addrtron durlng the year ended December 31 2001 the Corporatlon made the decision to

o NOTE 4 - NET CAPITAL REQUIREMENTS

' ,-_forgrve $1O 636 due from a forergn corporatlon WhICh |s owned in the majorlty by the ‘
‘ fCorporatron S majorrty shareholder . .

- At December 31, 2001 the Corporatlon s net capltal as computed pursuant to the rules of the -
National Securities Dealers Association was $121 853 which was $21 853 more than the
. mlnrmum net capltal requrrement of $1OO OOO S » : '

’NOTE 5‘ INCOME TAXES

- The Corporatron has net Ioss carry fonNards for tax purposes whrch rf not used agalnst taxable o
income, expire in varying amounts through 2020.  The Corporation accounts for income taxes in -

" -accordance with Statement of financial Accounting Standards No. 109 Accounting for income
taxes, which requires an asset and IIabI|lty approach to financial ‘accounting and reporting for
- income taxes. Deferred income tax assets and liabilities are- computed annually for drfferences o
between the financial statement and tax basrs of assets and liabilities that will result in taxable or .
deductible amounts in the future based on-enacted tax law and rates appllcable to the perlods in .
- which the differences are expected. to affect taxable income. Income tax expense or benefit is the
- tax payable or refundable for the perlod plus or mlnus the change durlng the perrod in deferred

tax assets and IlablIItleS ‘ B :

As of December 31, 2001 the. approxrmate lncome tax beneflt ansrng from the net Ioss carry
forwards:is computed as foIlows ' , .

* Tax benefit for the year2001 ST T_$ '80,‘588’-.

‘ Tax beneflt from prror years - 4_' 64,412
Total tax beneft carry forward » - ’» ,$ jtfﬁ,OQ»Q-_n

For the year ended December 31, 2001, the deferred tax liability arlsrng pnmarlly from
depreC|at|on expense d|fferences was ot mcluded as it was. deemed to.be msrgmfrcant

NOTE 6 CONTINGENCIES‘ o

*The Corporatron is mvolved in various- legal actlons arrsrng in the normaI course of business.
Management cannot predict the outcome of these legal actions or estimate the amount of any
loss that. may result. However, Management believes that losses resulting from these matters, if
any, would not have a material effect on the financial position of the Corporation. -Accordingly, no'
g provrsnon for any contrngent Irabrlltles that may result has been made in the fnancral statements: ‘

A
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
- o Part A ’

BROKER OR DEALER:  PEREGRINE FINANCIAL.SV"&ISECURITIES,:I,N_‘C;‘“ . asof: - December 31,2001

COMPUTATION OF NET CAPITAL

A WN

.,Totalo'wne.rshipjequity from Statemerit of Financial Condition : o o T - o §.. o 536,499
. Deductpwnéfship_ehuity not allowable for net capital o T A L ' 0 13490]
. Total oWnership‘;equityf’duali'ﬁedvforNetcapital o T e ‘ oo ) i 536,499 |3500]-
LA L;abllmes subordmatedto clalms of general creditors allowablem computatlonln netcapltal - EUUTE ) -~ o [3s20]
B.  Other (deductlons) or allowable creduts (List)y o T o R L .- .. .0 3525
5. Total capital and allowable subordiniated liabilities » R L S8 7 . 536499 |[3530] .

6. Deductions and/or charges I
A. Total non- a!lowable assets from Statement of Fmanmal Condmon

(NotesBand C) « " St g 4osass [3540]
: B Secured demand note deﬁctency L L S o o0 I3se0f-
o ,C Commodity futures contracts and spot commodmes ‘ L : o S
proprletary capital charges 0 I 3600’]‘ . ‘ - C :
D. Cther deduchons and/or charges ‘ : : v |’3‘610] o o - ’(4>O‘8,445) I3620 |
7.. Other additions and/or allqwable-credxts sy . . o 0 }3630] -
8: Neét Capital before haircits on securities positions o e $ . - 128,054 |3640]

9. Haircuts on securities: (computed where apphcable
pursuant to 15¢3-1 ()., :
A Contractual securities commnments

o

[3660] .

" B. Subordinated securities borrowmgs ) -0 3670 - :
~C Tradmgandmvestmentsecurmes: ’ " ’
Exempted securities - _ \0 I3735| P
2. Debt securities . . 0 I37-33I
3. Optons _ 0 |37}
‘4. Other securities. - 0 {3734] -
D Undueconcenlranon S o . [ . 00 [3es0] . IR AT
_ E,‘Other(llst) R T Lo s201 |a7ae| - . (s201) [37a0] .
"10. Net Capital T T e $ 121,853 -|3750].
Box 3736 Other Haircuts o
Halrcut on money marketfund L T8 86,201 .

. NOTE: There were no material differences between the uﬁaddit‘ed"focus
.report and the audlted f|nan0|a| statements in the computatuon of net
capltal S o ; : Co R 4';



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

'PARTIIA-
'BROKER OR DEALER: PEREGRINE FlNANClALS & SECURlTlES INC.- f ~asof:
. - 'COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Part A . o ..
11, Minimum net capltal requrred (6- 2/3% of llne 19)
12 Mmrmum doflar net capital requrrement of reportrng broker or dealer and mlnrmum
net caprtal requrrement of subsrdlarres computed ln accordance wrth Note (A)
13, Net capital requrrement (greater of line 11 or 12)
- 14 Excess net capital (lrne 10 less 13) .
15 ‘Excess net caprtal at 1000% (llne 10 less 10% of lrne 19)

g

COMPUTATION OF AGGREGATE INDEBTEDNESS

1

16 Total AL I|abrlmes from Statement of Fmanaal Condrtlon

ATOAd T o S o ‘ .
A. Drafts forimmediate credrt . T e s 2 L0 I@ .
B. Market value of securities borrowed for which no equrvalent L e : '
' valugispaid or credited. L I S s 0 :
"ZCI Otner unrecorded amounts (List) . ‘ S ) I ; s ©0-]3820]"

|

19. Total aggregate rndebtedness o . .
20. Percentage of aggregate lndebtedness t0 net capltal (line 19 divided by Ime 10) .
27, Percentage of debt to debt equrty total computed in accordance with rule 15c3 1 (d)

' Part B.
22..2% of combined aggregate debit rtems as. shown in Formula for Reserve Requrrements pursuant to o o
Rule 15¢3-3 prepared as of the date.of the net capltal computatron mcludlng both brokers or s
- dealers and consolldated subsidiaries' deblts ) : -~ i
23. Mlmrnum dollar net caprtal requrrement of repomng broker or dealer and mlnrmum net caputal
: requrrement of subsrdlarles compuited in accordance with Note (A)
24 Net caprtal requnrement (greater of Irne 22 or 23). o
25." Excess net capital (line 10 less Ilne 24) L
26. Net capltal in excess of the greater of:
. 5% of: combined aggregate debit |tems or $120 000 h

NOTES : :
(A) The minimum net capital requnrement should be computed by adding the minimumi dollar net caprtal requrrement
of the: reporting broker dealer and, for each subsidiary to be consolldated the: greater of: : '
1. Minimum-dollar net caprtal requirement, or
. 2. 8-2/3% of aggregate indebtedness of 2% ofaggregate debrts if alternatrve method is used
{B) Do not deduct the' value of securities borrowed under subocrdination agreements or secured demand notes
covered by subordrnatron agreements not in satrsfactory form and the market values of mémberships in
exchanges contributed for use of company (contra to-item 1740) and partners securities which-were
rncluded in non-allowable assets.
'(C) "For reports filed pursuant to paragraph ( )of Rule 17a 5, respondent should provrde a llst of materral
"non- allowable assets. . e

15

December 31, 2001

‘|3756|'

. COMPUTATION OF ALTERNATIVE NET CAPITAL REQUIREMENT

27457
8 100,000 [3758]
% 100,000 |3760] -
5 21,853 |3770]
= 94,396 [3780] -
o [a790]
o [5]
$ . 274,577 |3840]
% 225.00 |3850] -
% .00 |3860] -
o [3870]
$ ‘0 [3880]
$ . 0. [3760]
5 0 [3910]
5 0




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
’ PART A

:BROKE_R‘O_R'DEALE’B:I a PEREGRINE FINANCIALS&SECURITIES INC .7 asof. December31; 2001

Exempttve Provtsron Under Rule 15c3 3

25. Identlfy below the section upon whlch an exemphon from Rule 15c3 3i |s clatmed

P

A (k)(1)- %2, 500 capital category as per Rule.15¢3-1. . IR C L S ‘ o WI v
B. (k) (2)(A) - "Special Account for the exclusrve Benefitof . . T UV o K o ; -

. customers” maintained : S . Cooa D ‘ o 0 [4560] -

C. (k) (2)(B)-All customer transactrons cleared through another broker-dealer onafully drsclosed basrs o SR :

Name of clearing firm  ABN AMRO: INCORPORATED ' 4335 R e T e , 0 145701

D. (k) (3)- Exempted by order of the- Commlssmn ‘ T g - ‘f : , 0 [4580(

Ownershlp Equtty and Subordrnate Lrabmttes maturmg or proposed to be .

. 'withdrawn within. the next six months and accruals (as defined below),
e whtch have not been deducted in the computatton of Net Capltal
Type of Proposed o ’ -

withdrawal or e . " R Amount to‘be"With-. - S (MM‘DDYY) 7 Expect
Accrual . ... .. . Insideror . drawn (cash amount - Withdrawal or - R -
See'below for . e © " Outsider? . andlorNetCapital = .- - Maturity . - Renew .-’
codeto enter * . Name of Lender orCon’tributor ] - {nor Out) = - ' Value of Securities). = = ,Date -+ "~ ({yesorno) -
o [@e00] ~ . - . [601] out[4e02] - o' 4603] [4604] _No [ 4605]

lnstructrons Detant Itstlng must mclude the total of items matunng durmg the six month penod followmg the report-data, regardless
of whether or not the capital contnbutron is expected to be:renewed. The schedule must also include pmposed capital
. withdrawals scheduled within the six ‘month period followmg the report date including: the proposed redemptton of stock
"and payments of liabilitiés secured by ﬂxed assets (which are considered allowable assets in the capital computation
pursuant to Rule 15¢3-1 ( c)(2)(|v) whtch could be requmed bythe Iender on demand orin less than six months

WITHDRAWAL CODE: DESCRIF’TION

oo " Equity Capital '
2. " Subordinated Liabilities
3 ~ Accruals, S

4 ' 15¢3-17(c) (2) (iv) Liabilities

.16



DIMAGGIO, ROSARIO & VERAJA, LLC
Cert1f1ed Publtc Accountants & Business Consultants

567 James Court ¢
+ Glendale Heights, IL 60139-3206- :
Phone {630) 790- 4269 [} Fax (630) 942- 8269

o INDEPENDENT AUDITORS’ REPORT ON INTERNAL ACCOUNTING CONTROL |
o REQUIRED BY THE SECURITIES AND EXCHANGE COMMISSION RULE 17a-5

- To the Board of D1rectors
Peregrine Financials & Securities, Inc

190 South LaSalle Street, 7 Floor o o
Chrcago Illrn01s 60606 [ R L ey

In plannmg and performmg our audit of the ﬁnanc1al statements of Peregrme F1nan01als &

- Securities, Inc. for the year ending December 31; 2001, we: consxdered its internal control
structure, including procedures. for safeguardmg securmes in order to determine. our audmng
procedures for the purpose of éxpressing our oplmon on the ﬁnancral statements andnotto . .-

' provrde assurance on the mtemal ontrol structure :

‘We also made a study of the practices and procedures followed by the Corporatlon in. makmg the
periodic computations of aggregate mdebtedness and net capital under rule 17a-3(a) (11) and the

" procedures for determining compliance with thé exemptive prov1s1ons ‘of rule 15¢3-3. ‘Wedid -
-+ not review .the practices and procedures followed by the Corporatlon in makmg the quarterly,

securities exarninations, -~ counts,. verifications, -and comparisons, and the recordation. ‘of
‘differences requlred by rule 17a-13 or in complying with the requirements or prompt payment

for securities under section 8 of regulation T-of the Board of Governors ofthe federal Reserve . -

. System, because: the Corporation does not carry sccurlty accounts for customers or perform‘ '
- custodial functlons relatmg to’customer actlvmes : :

The. management of the Corporatlon is° respons1ble for establlshmg and- mamtamlng an 1ntemal
control structure 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 internal control structure policies and procedures-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 Commission’s ‘above mentioned

objectives. Two of the objectives of an internal control. structure are to provide management -

with reasonable, but not absolute, -assurance - that assets for Wthh the Corporation - has -

o responsnblhty for .are safeguarded agamst loss from: unauthorized use or’ disposition and that

transactions are executed in accordance with management s authorization and recorded. properly -
" to-permit preparation of f'mancxal statements in conform1ty w1th US.’ generally accepted

' accountmg prmc1ples o

' , 17 “



) ‘Peregrme Fmancrals & Securrtres Inc

N
P

Rule 17a S(g) ltsts addmonal Ob_]CCthCS of the practlces and procedures llsted in the precedmg |
o paragraph : . -

Because of the mherent lrmltatlons in any internal control structure or the practrces and -
- -procedures referred to above, - errors or irregularities' 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 4

‘madequate because of changes in condmons or that the effecttveness of their desrgn and -

operatlon may deterrorate

Our consrderatlon of the 1ntemal control structure would not necessarlly dtsclose all matters 'in

. the internal control structure’that might be. material weaknesses under standards’ established by

" the American Institute of Certified Publi¢c Accountants. . A material weakness is a condrtron in
-whichthe desrgn or operatton of the spemﬁc internal control structure elements does not reduce ‘
~ to.a relatively low level'the risk that errors or irregularities in amounts that would be materia] in
" relation to the financial statements being audited may occur and not be detected within a tlme]y
period by employees in the riormal course of performmg their assigned functrons However, we
noted no matters involving the mternal control structure that we consrder to- materlal weaknesses :

‘as deﬁned above

We understand that. practtces and procedures that accompllsh the obJectrves referred to in the_ '

_ second paragraph of this report are considered by the Commission to be adequate for its purposes

in daccordance with the Securities Exchange Act. of 1934"and related regulations, and' that
practices and procedures that do riot accomplish such objectives in all material respects indicate'a.
material inadequacy for such . ‘purposes. Based on this understandmg and on our ‘study, we -

_ believe that the Corporatlon s practices and procedures were adequate at December 31, 2001, to..
" meet, the Commrssron s ob}ectlves : - : .

. This . report is mtended solely . for the -use, of management “the . Securltles and Exchange ,
Commission, the National Association ofSecurmes Dealers and other regulatory agencies which

o rely on Rule 17a- S(g) under the Securltles and Exchange Act of 1934 and should not be used for. .
any other purpose ‘ . , . :

| ‘%7?(0 /VZ‘QSM()O"VL (//mdg /\L Q
| ‘leendale Helghts Ilhn01s PR B

. ;February 16, 2002
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