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A. REGISTRANT IDENTIFICATION
NAME OF BROKER-DEALER: Phase II Financial, Ltd.

OFFICIAL USE ONLY

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) T .10
125 Broad Street
(No. and Streer)
New York NY 10004
e (State) ip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
Albert G. Lowenthal (212) 668-5782

(Area Code — Telephone No.)

B. ACCOUNTANT IDENTIFICATION
INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report®
Sullivan, Bleakley & Company, LLP

(Name — if individual, state last, first, middle name)

116 W. Baltimore Avenue Media ”PA 19063
(Address) . (City) (State) Zip Code)
CHECK ONE:
Certified Public Accountant P @ @ [5:
O Public Accountant Sad b

O Accountant not resident in United States or any of its possessions.
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*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
must be supported by a statement of facts and circumstances relied on as the basis for the exemption. See section 240.17a-5(e)(2).

SEC 1410 (3-91) non?ﬁal pessons who are to vespond to the collection of information
contained in this form are not required to respond unless the form displays
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OATH OR AFFIRMATION

L Albert G. Lowenthal swear (or affirm) that, to the

best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Phase IT Financial, Ltd.

as of

F9_20017 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
a customer, except as follows:

December 31

/ ,
o |

Albert’ G. Sigare [,owenthAl

: General Partner
| 7~ B T
“Roupl/Piblic

GINA FIGGIAN!
Notary Public, State of New Yorl
No. 01Fl6018187

Qualified in Kings
Commission Expires 1, 04/93

This report** contains (check all applicable boxes):
(a) Facing page.
(b) Statement of Financial Condition.
(c) Statement of Income (Loss).
_(d) Statement of Changes in Financial Condition.
(e) Statement of Changes in Stockholders’ Equity or Pannets or Sole Propnetor s Capital.
(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.
(i) Information Relating to the Possession or control Requirements Under Rule 15¢3-3.
(5) 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 Qath or Affirmation.
(m) A copy of the SIPC Supplemental Report.

(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

BO® ¥ RRIEIBRBIRABRBE

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




TO BE COMPLETED WITH THE ANNUAL AUDIT REPORT ONLY:

INDEPENDENT PUBLIC ACCOUNTANT whase opinion is contained in this Report
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SULLIVAN, BLEAKLEY & COMPANY, LLP
sztiﬁ'sc{ Publia aqccowztanti

JOSEPH M. SULLIVAN, CPA 116 W. BALTIMORE AVENUE
. RALPHE.BLEAKLEY, CPA MEDIA, PA 19063

MEMBERS (610) 565-8810
PENNA. INSTITUTE OF CPAS FAX (610) 5§5-6074
AMERICAN INSTITUTE OF CPAS Emall: sbccpa@bigplanet.com

February 16, 2002

To the Partners of
Phase II Financial, Ltd.
New York, New York

We have audited the accompanying Statement of Financial Condition of Phase II
Financial, Ltd. as of December 31, 2001 and the related Statements of Income and Expense,
Ownership Equity and Statement of Cash Flows for the year then ended. These financial
statements are the responsibility of the Company’s management. Our responsibility is to
express an opinion on these financial statements based on our audit. ‘

We conducted our audit in accordance with generally accepted auditing standards
accepted in the United States of America. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates 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 statements referred to above, present fairly, in all material
respects, the financial position of Phase Il Financial, Ltd. as of December 31, 2001, and the
results of its operations and its cash flows for the year then ended in conformity with
generally accepted accounting principles accepted in the United States of America.

Respectfully submitted,

Sullivan, Bleakley & Company, LLP
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Principal Exetutive Officer or Managing Partner !

2)

Principal Financial Otf:cer or Partner

3)

Principal Operations Oliicer or Pariner

ATTENTION—!Intenlionzl missta’e menis or omissions of facts constitute
Federal Criminal Violations. (See 18 U.S.C. 1001 and 15 U.S.C. 78:f(a))

v , . X . . .
FORM (Financial and Operational Combined Uniform Single Report)
X-17A-5 PART lIA =
3/78 (Please read instructions before preparing Form.)
This report is being filed pursuant 1o (Check Applicable Block(s):
1) Rule 17a-5(a) 2) Rute 17a-8(0) [ V7] 3 Rule 17011 [ [ 19)
4) Special request by designated examining authority §) Other
NAME OF BROKER-DEALER SEC FILE NO.
8-33559 )
ph 11 Ei ial. Ltd FIRM 10. NO.
ase inancilia .
: T) 16249 m
ADDRESS OF PRINCI;ASL PLAC: OF BUSINESS (Do Not Use P.O. Box No.) FOR PERIOD BEGINNING (MM /0D/YY,
reet
125 Broad St [®]  01-01-2001 o
(No. and Street) AND ENDING (MM/DD/YY)
New York [21] NY [22] 10004 [a3) 12-31-2001 Izs l
(City) (State) (Zip Code)
NAME AND JELEPHONE NUMBER OF PERSON 10 CONTACT IN REGARD TO THIS REPORT (Area Cooe;—Telepnone No.
Albert G. Lowenthal, General Partner 5] (212) 668-5782 ]
NAME(S) OF SUBSIDIARIES OR AFFILIATES CONSO.IDATED IN THIS REPORT. - OFFICIAL USE
32 33
H 35
38 37
3 39
- —  DOES RESPONDENT CARRY ITS OWN CUSTOMER ACCOUNTS? ves[ Jao] NO
~ CHECK HERE IF RESPONDENT IS FILING AN AUDITED REPORT 42
EXECUTION:
The registrant/broker or dealer submitting this Form and its attachments and the person(s)
>_ by whom it is executed represent hereby that all information contained therein is true,
o correct and complete. It is undersiood that all required items. stalements. and schedules
are considered integral parts of this Form and that the submission of any amendment
O represenis that all unamended items, stalements and schedules remain true, correct and
(&) complete as previously submitied. ;
(&)
= /
< Dated the dey of AR
o Manual signatureym
g 1) .




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART IIA

gnoxsn'on DEALER

’

Phase II Financial, Ltd.

N|3
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-

10.

ARE
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STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING AND
CERTAIN OTHER BROKERS OR DEALERS

ASSETS

Allowable
16,825

<

4,156,069

................... 3

IZOOI
295
300

$ 550

12-31-2001
8-33559
Consolidared
Unconsolidsted
Total

$ 16,825

[s]
%8
198
109

& of (MM/DD/YY)
SEC FILE NO.

[755 ]

4,156,069 [&vo

- 94 600 |Y 94 830

Securities and spot commodities

owned, at market value

Exermptec securities

Debi secutities

. Opuons

. Other secunities 777 ,§65

moNnoy

. Spot commodinies

Secunities and. or other investments
not readiy marketable

A Arcont 7§ 10,149,272

B. Atesumatec farr value

130

]

[es0]

3

777,365 85

69,273,845 69,273,845

610

Securities borrowed under subordination agree-
ments 3nd partners’ individua! and capstal

securities accounts, at market value.

[ee0]

=

A. Exempred
secunites $

B. Oire:
securities $

Securec demand notes 470

market value of coltateral.
A. Exempied

securities $
B. Other

securities $

Memberships in exchanges
A. Owned, 2t
marker S
B. Owned, st cost
C. Contributed for use of the company,

....................

stmarkelvalue .. ... ...
Investment in and receivables from
atfihates, subsidhianies and

associared parinerships

i ]

3

€70 910

Property, furniture, equipment,
leasehold improvements and rights
under fease agreements, at cost-net

of accumulatec gepreci. ion

anc amortization 490

920

Otherassers. ................iivennnns 535

735 830

................ vs__ 4,950,759 540

s 69,273,939 408 74,224,198 840

- - Dames 9

OMIT PENNIES
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART IIA
BROKER OR DEALER Phase IT Financial, Ltd. o of 12-31-01
i J
STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING
AND CERTAIN OTHER BROKERS OR DEALERS
LIABILITIES AND OWNERSHIP EQUITY
Al Non-A.l.
Lisbilities Liabilities Liabilities Total
$3. Banklcanspayable. . ..o iu.... H 1045 | $ [@',s W'
14. Payable 10 brokers or deaslers.
A. Clearance BCCOUNt . . oot tiininnen. . 114 1315 1560 }
B. OIRCl « v oo oo e y s 1305 1540
15, Payable tononcustomers. .. ... ... ... .. 1185 1355 1610 ;
16. Securities sold not yet purchased,
st marketvalue ... ... 20,250  [1360] 20,250 [rezo]
17. Accounts payable, accrued habilitres,
expenses and other . . ... ... ... ..., ... 8’762 1205 1385 8a762 l 1685,
1B. Notes and mortgages payable
A Unsecured . ... i 1210 1690
B SeCUr®d ... ooeee 121]y [1390] ¥ 1700
19. Liab.huessubordinated to claims
of general creditors:
A Cashborrowngs ... m [T”—OJ
1. fromoutsders & $ 970
2. Incluges equity subordination {15¢3-1 {d})
of .... 9 I 980 l
B. Securnities borrowings, at market value . . . ﬁTTo—] Jm
from outsigers § I—@
C. Pursuant to secured demangd note
coliateral agreements. ... ... ...... ... | 1420 I l 1730 '
1. from outsider: $ l 1000 |
2. -Includes equity subordination €15¢3-1 tal)
of .... S l 1010
D. Exchange membenthipt contributed for
uUse Of company, 3t market value. . .. .... 1430 I 1740J
E. Accounts and other borrowings not
qualified for net capitel purposes .. ..... 1220 1440 1750
20 TOTAL LIABILITIES ........... s 8,762 1230) s 20,250 1450| § 29,012 1760
Ownership Equity
21, SOIE DrOBNIEIOMMID « v v e e e e e e e ee e et e et e e e et e e e e e e M 1770
22. Parinership (imited partnens . ........... \'vs 31 a3429838 l 1920|l 74, 195,186 1780
23. Corporastion: |
A Prefereed S10CK - o o o oo e e e e e e e e e e e e 1791
B. COMMON STOCK - & o vt et e e e e e e e e e e e e e e e e 1792
C. ADDIONE! POIGIN CADIBY « o v v e e e e e et e ettt e e e e e 1793
D. REIMNE BBIAINGS « oo oot et e e e e ettt e e e e e 1794
L -1 7 L PAPA U O UGN 1785
B LSS CODIIA! S10CK I EBBSUIY - v v e e v e e s s e e e e e et e e e e e e e e e .'.( H 1796
24. TOTAL OWNERSHIP EQUITY « e et et e e e e e et e e e e e e e e § /4,445,158 1800
25. TOTAL LIABILITIES AND OWNERSHIP EQUITY . . e, s 74,224,198 1810

OMIT PENNIES




FINANCIAL AND OPERATION COMBINED UNIFORM SINGLE REPORT
PART IIA

BROKER OR DEALER Phase II Financial, Ltd. sof 12-31-01

COMPUTATION OF NET CAPITAL

74,195,186 [3as0

1. Total ownership equily 1rom Statement of Financial CONDIION. oo vuuevereereceanerertonenanseosononcens $
2. Deduct ownership equity not Bliowable 10 Net CapIal .. ...t iurreenennnneerenansoeennes Cerireeaeaes by )| 3490
3. Totsl ownerhip equity Qualified for Net Capital .. ....ouveeun.ne, Ceereeeanees ettt tienaanan e aseean 74,195,180 3500
4. Agd.

A Lisbilities subordinated 1o claims of general creditors allowable in computation of net capital. ..... e 3520

B. Other (deductions! or altowable credits {List). ..o oo ivene.... Ceeeereaannn B 3525
5. Total capital and allowsble subordinated hisbihities. . ............. Ceeenna P [ A s 74,195,186 3530
& Deductions and’/or charges. v .

1” P

A. Total nonaliowable assets from Statement of Financial Conditon{Notes Bana €} 8 69,273,939 [3s40

B. Secuted 0emand ROTe OC ICIBNCY . ..ttt i e innerennnnenosossonasenns 359ﬂ

C. Commodity futures contracts and spot commodities-

DrOPrietary COPAl CRAIGES. . L ottt ittt iee it e 3600

D. Other Jeductions and/Or ChargeS . . . .. . ... .\ uriirerennenrnsnsaonennsss »%w0] « 69 ’ 273 » 939 320
7. Other 8ddiions and or alowable credits {LiSt) L. .. .. e e et e e 3630
B. NetCaDITal DElOre Maircuts OP SECUTITIES POSIIIONS . . oottt vttt et e e aanaetneesneeraenanesssseeeessnnenns s 4,921,247 3640

8. Maircuts on secunities (computed, where applicable,
pursuant 10 15¢3-1 {t})

A CONTractual SECUTiTIEs COMMITMENTS . . . .. ...ttt ireeenrnnennnennnnnsas $ 3660
B. Subordinated securities DO OWIRGS . L . . . it e e e 3670
C. Trading and investment securities
1. ExempleC securiliBs . .. . ... e e e e v'l 3735
2. DD BECUNIIBS . e 3733
B OPHOM et ottt 40,750 3730
B OINEr U IS L . e e e e 107 ,870 3734
D. Ungue ConCentration . ... it et e e X650
E. Owner tLuth ... .......] Money Market Funds . . . BZ,T43 Tar136] ¢ 230,763 [3740
10, NET CaD Bl o et e e e e $ 4,690,484 3750
OMIT PENNIES
A
37 .

Pams 1




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART LIA |
. . |
BROKER OR DEALER Phase II Financial, Ltd. ssof__ 12-31-01
COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Part A
11. Minimum n;t capiai required (6-:2/3% of line 19} ., .. .. e ieenan Cierereeeaaan Cetrteresenaesereaatanens .8 584 l 3756 |
12. Mirumum dolisr net capitd! requirement of reporting broker or dealer and minimum net capits! requirement
of subsidiaries computed 1n accordance with Note (Al ............ Cereeiaaes e, AP | 100,000 3758
13. Netcapital requitement (gresterof fine 13 0r 12} ..o vnnevnn... R AP | 100,000 3760
14 Excess netcapiia! (hine Y0 0ess 13) .., . ......... e et eerteenaenanaranas e Cesesreseanana ... 8 4.590,.484 3770
15. Excess netcopiidl 8t 1000K (hine 10 1ess 10K of hne 19) ... ... . .. ittt iiiiiiiiiian e A 4,689,608 3780
COMPUTATION OF AGGREGATE INDEBTEDNESS
16, Towal Al hadiities 1rom Statement of Financial ConOimION. . . o oottt it ettt e et e e e e e inneeaesarenas ] 8 ’ 762 I 3780,
17. Adgd
A Dratts 1o 1mmedha €8O, . . e Ys [3800)
8. Market value of securnies borrowed 1or which no equivalent
Value 1S DBIB Or Credites . ..o v e enanns e $ 3810
C Other umrecorded amounrtsfList) . L e S 38208 3830
V0. TO18I 30078G3TE INTEDTEINESS . ot ve e in e es et s s eaaen et eee s s e te e et e $ 8,762 3840
20. Percentage of agg-egate indebtedness 1o net capital (hne 195by hine 10} . . ... . ittt iiiinnernnneeanns % .0019 3850
21. Percentage of debt 10 debt-eaurtly total computed in Becordance with Rule 18631 (d) . v vveiennnernenennens.. % 0 3860 i
COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT
Part B8
N/A
22 4% of combined aggregate deb 1 1tems a3 shown in Formula for Reserve Reaguirements pursuant 1o Rule
15¢3-3 prepared as of the cate of the net capital computation including both brokers or deslers
B0 CONSONTATET SUDSIGIaTIBS BODITS L L ottt et e et et et e e e e e e e e e $ 3870
23. Minimum do'.a* net capital requireme=: of reporting broker or gealer and minimurn net capital
requirement of subsidiaries computed 1n accordance with ND1E (AL .. ... . .ttt eeinneennneeneeennans ys 3830
24 Netcapira' requement (greater ©f InE 22 0F 23) L L.ttt e e e e AN $ 3760
25  Eacess netcanral (ne 10 1ess 24 . L e e e e S 3810
26 Ne:capita inexcess of the greater of . ‘
A €% O combinec Bpgregate debi!l 1Hems Br 8120000 ... ...ttt i et aae e e $ |3920 l
B. 7% 0' comb.nec aggregale deb: items or $12C000 ... ... ...... .. e e e e 3 3930
OMIT PENNIES
NOTES:

{A)

(8)

c

/e

The minimum net capital requirement should be computed by |ddm§ the minimum dotiar net capital requirement
of the reporiing broker dealer and, for each subsidiary 1o be consohdated, the greater of.

1. Minimum dollar net capital requirement, or

2. 62/3% of aggregate indebtedness or 4% of aggregate debits if alternative method is used.

Do not deduct the value of securities borrowed under subordination sgreements or secured demand note

covered by subordination agreements not in satisfactory form and the market values of memberships in
exchanges contributed for use of company (contra 10 1tem 1740) and partners’ securities which were

included 1n non-allowable assets.

For reports iled pursuant to paragraph {d} of Rule 172-5. respondent shoulo provide a hist of materta!
non-aliowable assets.



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART lIA
BROKER OR DEALER Phase II Financial, Ltd.
For the period (MMDDYY) from §,  UT=0T-0T " Teexa]ie 12-31-01 fs933
Number of months included in this statement 12 2931
STATEMENT OF INCOME (LOSS)
REVENUE
1. Commissions: .
& Commissions on transactions In sxchange listed equity sacurities executed on an @XChange........cvccvvesvecees @
b. Commissions on lisied option transsclions ......ccovevneee... Ceeraseesteetaseiaran e D . 4 3938
€. All O1heT BECUTILIES COMMIBSIONS ... uenusesarestserantscssosrosasssrerssasesnnioasessssoansnesnnsanarssnss 3939
d. Totls! securites COMMISSIONE ...ovvuurnns, 3940
2. Geins or losses on firm securities trading sccounts
8. From mea-ke: making In ophions on a national sscurities exchange .. ............. 3948
b. From all other trading ............... et Ceereee e, deseanene 260,750 %49
L LTI YL T (=0 360,750 9950 : .
3. Gains of losses on f.rm gecurities invesiment BCCOURIS ..ivvnneeinannnse e rerareiaeinieeaeaaa, Ceeeiiaaan 10,300,030 %52
4. Profit (loss) trom Underwriling BNG SEHING BIOUPE . .tenvruerrnenusnransserenaresenesnneoseeennsss e y 3955
S. Revenue from sa'e of invesiment company shafes .......... P [N Creebraieae e cetraaeenaarans »70
8. COMMOGINes rBVEAUR ... .iveurnnnenneearsnnans P I rasneranaaans 3490
7. Fees for account supervision, Invesiment advisory and 8CMinisIrative Services . ...............cccevvnrevans renanns ) 78
B ORI PBVBAUB ... ...ttt ittt e e ettt ean et e e aarar e, B 1,016,512 3998
B. Tota! revenve ..........eonnnnes e, e e et s 11,677,292 &%
EXPENSES
10. Salsries and other employment costs for general partners and voting stockholder officers .............. Chaeaen ...8 4120
11, Other BmMDicvee T S210n BRO DEREIIS L.ttt ettt it tr et ettt et e e Yy 4118
12. Commissions DA:C 10 OIhEr DIOKEI-QeBIErS ... it ittinane it eieinaaratssetosasananroninaan Chieeasenanas e 4140
BB R Y 1T T YL N e 11 4078
‘ e Includes interes! or sccounls subject 1o subordination agreements ................ [4070]
T4, ROQUIBIONY 18€5 BNG BEDENBEE ... ouutuu s s ot ireneoecnsnnsesosunnnaseneessasanasoeeeneeerussneassnsssncnasans 1,320 4198
15. Ofher @XDPENSES . ... ... .iiiiietirerrannrenrersaansnnens tetrereeaas et it ity Ceeietiereeana. 163,987 4100
16. Tolal expenses ... ........ Ch v e, et Meerveaeratan e it ity e 165,318 4200
NET INCOME ‘
17. Net Income (loss) belore Federal Income taxes and llems befow (ftem 9 bess Mem 16 ) .. ..... s s .8 11,511,974  [av0
18. Provision for Federa' income taxes (for parsnt only) ...... Cerbeeereenrans et iee e e R 4 4220
18. Equity In earnings (losses: of unconscligsted subsicaries not Included above .....................cc... 4222
8. Atter Federa! income taxes Of ... ..c.covueneennss Cevaesersanes o eerereiaan 4238
20. Extraordinary galns (iosses) ..... tevessarsereseretasartrons beeasieratteacaararanian it eaeiena 422¢
a. ARter Federal income taxes of ......... e teerseeseisaneraseatis st ot nnne ]Tzaﬂ
21. Cumulative effect of chenges in accounting Principios ... cooviiiiiiiirriernencranrsncasns -m
22. Net income (loss) s"ier Feders! income taxes 8nd exIrordinary HEMS ... viiuveninrecnvaererononnresannns R 11,511,974 423?]

MONTHLY INCOME

3.

fncome {current month only) before provision for Fedaral Income laxes and extreordinary ftems............. R

2,447,493
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
' PART IIA

BROKER OR DEALER Phase 1I Financial, Ltd.

For the period (MMODY Y} from U 1=UT-UT w_ 14-3T-Ul

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

1. Balance, BEginming Of PEIOT . .o it i ittt tta ettt ettt s eae e s st s aat e s $ 62L825 , 712 [4240

A NETINCOME LS8l L ittt et et ee et ettt e e e e e e et e e e 11,51 1,974 4250

B. Additions (Includes non-conforming capital of ., .. ... ........ovuernnns. ys 4262 ) 4260

€. Deductions lincludes non<conforming capitBl Of . ... ......uveerrnnnennn $ 4272 |, 142,500 4270
2. Balance. end of period (From item 1B00) .. it vte ittt eaennoenesnonsonene e it eneaseaseaneoneenns 74 s 195 , 186 I 4290 f

STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS

3. Balance, Deginning OF PEIIDO Lo tu vttt ittt ettt as et aae ot e s [a300,
A IRCTREEES « o v e e e ettt e e e e e e e e e et : 4310
B. DI IS . oot ittt et e e e e 4320

4. Balance, end o Period (From item 352D). . .. ottt et e e e e $ 0 ]"33°|

OMIT PENNIES




FINANCIAL ANU OPERATIONAL COMBINED UNIFORM SINGLE REPORT
' PART A

BROKER OR DEALER Phase II Financial, Ltd. as of 12-31-01

Exemplive Provision Under Rule 15¢3-3

25. ¥ en exemption from Rule 15c3-3 is claimed, identity below the seclion upon

A. (k)
8. (x)

C. (x)

D. (k)

which such exemption is based (check one only)

(1)=—82.500 CADILA! CHILQOTY 85 PET RUIE 15031 L. ... .ttt ienenreronsneasnreonnsnnennsnsenssesasons l ‘55°|
(2)(A)—"Special Account for the Eaclusive Beneft of

CUSIOMEIE™ MBIMIBINET Lo\ttt it ittt ettee vttt aeeeaatensnenene s iateanssoaeanesseesensnnntns 4560
{2){B)—All customer transactions cleared through another )

B

broker-dealer on 8 fully disclosed basis. Name of clesring

fiem . [a33s] 4570

[3)—Exempied Dy O18e 0! INe COMMISSION L. ou. vt iieueennnneeronnoseeeennrnnneeousencanccssnanes 4580

Ownership Equity and Subordinated Liabilities maturing or proposed to be
withdrawn within the nex! six months snd accruals, (as defined below),

which have not been deducted in the computation of Net Capital.

Type of Proposed

withdrawa:' or Amount 10 be With- {(MMDDYY) Expect
Accruat insider or dgrawn (cash amount Withdrawal or 1o

See below for Outsider? snd/or Net Capita’ Matunty Rerew

code to enter Name o! Lender or Contributor {in or Out) Val.e of Secuntes! Date fyes 0 no)

t4

4600 4601

4602 l 4603 l

4504

4605

oge

rd

4510 4611

4612 | 4613'

4614

4615

r4

4620 4621

4622 | 4623 |

] [

4824

4625

14

4630 4621

4632 [as33]

4634

el 1] i

BERERERERERE):

o ] ) ] e )

EEEEEEEEE

"ToTAL 8) None 4699

OMIT PENNIES

instructions: Detail listing must include the tota! of items matuting ouring the six month period following the
report date, regardless of whether or not the capilal contribution is expecied 1o be renewed. The
schedule mus! slso include proposed capilal withdrawals schedulsd within the six month
period following the repon dale inciuging the proposed recemphion of stock and payments of
lisbililies securecC by tixed asse’'s ‘w™.ch are considered allowable asseis in the capita’ compulation
pursuani tc Ru.e 15C3-1(€){2)v,. whiCh Ccouic be requited by the iender on demang or «n less
than six months.

WITHDRAWAL CODE: DESCRIPTION

Equity Capita!
Subordinated Liadbiliies
Accruals

15¢3-1(c)(2)(iv) Liabiine:

bun

78 )
. . Page 7

& 4641 4642 4643 ] [aead] 4645

1 4851 4852) [ 4853 [assq] 455

M 4860 4661 [Tags2] [eee3] [ass4) 4865

M 4670 4671 [4s72] [as73] [as74] 4675

M 4680 [ase7) [ase2] [4se3] [as84] 685

J 4630 ~ [assr} [a6s2 [a93 4694 4695
[asss]




NOTES TO FINANCIAL STATEMENTS
PHASE 11 FINANCIAL, LTD.
DECEMBER 31, 2001

ACCOUNTING METHOD

The statements are prepared on the accrual method of accounting. For cash
flow purposes, only the checking account balances are considered as cash and cash
equivalents.

INVESTMENTS

Investments are stated at market value, with unrealized gain or loss recognized
in income.

INCOME TAXES

The Company is a partnership and both Federal and New York income taxes are
applicable credits flow-through to the partners.

RESERVE REQUIREMENTS

The Company does not carry any customer accounts or handle any securities.
All customer accounts are cleared on an introducing fully disclosed basis with
Fahnestock & Co. Inc. Therefore, the computation for determination of reserve
requirements, and information relating to the possession or control requirements under
Rule 15C 3-3 are not applicable.

SAFEGUARDING PROCEDURES

The Company does not carry customer accounts or handle securities and,
therefore, there are no safeguarding procedures to review.

MATERIAL INADEQUACIES

No material inadequacies were found to exist at December 31, 2001, nor to have
existed during the year ended December 31, 2001.




Phase II Financial, Ltd.
Income & Expense Reconciliation With Company's Computation
December 31, 2001

Net Income as Reported by Company's Unaudited Focus Reports 11,658,719
LESS : Foreign tax withheld on dividend income at source (Canada) and
carried as receivable on unaudited balance sheet (132,282)
Additional expenses not reported on unaudited focus reports (14,463)

Net Income per Audited Focus Report 11,511,974




‘ N

Phase II Financial, Ltd.
Statement of Cash Flows
For the Calendar Year Ended December 31, 2001

Net income or (Loss) 11,511,974
Increase in Receivables from Brokers (683,557)
Net securities purchased and Change in Market Value (10,685,094)
Capital Withdrawals | (142,500)
Increase in Accounts Payable 1,262
Increase in Cash and Cash Equivalents 2,085
Cash and Cash Equivalents at Beginning of Year 14,740

Cash and Cash Equivalents at End of Year 16,825




Phase II Financial, Ltd.
Net Capital Reconciliation with Company's Computation
December 31, 2001

Net Capital as Reported on Company's unaudited Part II Focus Reports 4,690,485

ADD: Reduction in nonallowable asssets 132,282
LESS: Additional expense - foreign tax withheld (132,282)
Rounding Difference (1)
4,690,484

Net Capital per Audited Focus Report
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Phase II Financial, Ltd.
Name of Respondent




OMB APPROVAL
UNITED STATES OMB Number: 32350123
SECURITIES AND EXCHANGE COMMISSION Expires: January 31, 1993

Washington, D.C, 20549

Estimated average burden
hours per response .... 12.00

FOCUS REPORT

Fo rm (Financia! and Operational Combined Uniform Single Report)

X-17A-5 Schedule |

or If less than 12

months

INFORMATION REQUIRED OF BROKERS AND DEALERS PURSUANT TO RULE 1725
Report for the Calendar Year 192001%

Report for the period beginning wi 1 [8005] and ending . 1 1 (8006}
M

b0 vy

o0 YY

SEC FILE NUMBER

8- 33559

8011

;. NAME OF BROKER DEALER
2

Phase II Financial, Ltd. 8020 N I 9

OFFICIAL USE ONLY

2. Name(s) of broker-dealer(s) mergi“ng with respondent during reporting period:

; OFFICIAL USE ONLY
¥ NAME: s 8053 ] | ' 8057
1 NAME: . 8054 e 8058
¥ NAME: | 8055 8059
! NAME: f . 8056 8060
3. Respondent conducts a securitif;es business exclusively with registered broker-dealers: !
JJ (enter applicable code: 1=Yes 2=No) | 1 18073 |
4. Respondent is registered as a specnallst on a national securities exchange
(enter applicable code: 1=Yes 2=No) [ 7  [8074]
5. Respcndant makes markets in the following securities: 5
(2) €QUIlY SECUMLIES . ..o vu st eeriirieeennenneeeneans (enter applicable code: 1=Yes2=No) [ 2  [8075 ]
(D) MMURICIPAIS . o\t iiee i erenerenaeanrnnnenanns (enter applicable code: 1=Yes 2=No) | 2 18076
() other debt INSITUMENTS ... .vuerenerneeaeeronrnraans (enter applicable code: 1=Yes 2=No) [ 2 18077 |
6. Respondent is registered solely as a municipal bond dealer:
(enter applicable code: 1=Yes2=No) [ 2  18078]
7. Respondent is an insurance company or an atfflliate of an insurance company:
(enter applicable code: 1=Yes 2=No) [ 2 [8079]
B. Respondent carries its own public customer accounts: !
: (enter applicable code: 1=Yes 2=No) [ 2  [8084]
9. Respondent's total number of public customer accounts:
(carrying firms filing X-17A.5 Part {l only)
(3) PUDIIC UL OME BECOUNIS L\ttt veeeeerenenssnreeansnsesensenseesennensanoenensasnensnss | O  |8080]
(D) OMNIDUS BCCOUNIS . ..ttt it tteee et teteenernerneensasenesnsesancnsanensnneneoanneensos [ 0  |so8i1]
10. Respondent clears its public customer and/or proprietary accounts:
(enter applicable code: 1=Yes 2=No) [ 2 18085 |




FOCUS REPORT
Schedule |
page 2

11. Respondent clears its public customer accounts in the following manner:
{enter a “1” in appropriate boxes)

(a) Direct Mail (New York Stock Exchange Members Only) .........ovvveeerrncnnroeenrocscnns 4 {8086 |
() Sell-Clearing .....oocvvnvveenrinrnnnnnsnn.. e I | 8087 |
(C) DM DUS ..ottt iiiiiiiiiiiieeeerenesoreesonsonnonnnnnes Cettecnsecnrennennann J4 18088 |
(D INOAUCING ..ocinreeireriinninnnns 'L 18089 |
(€) OMNEr .t eeeeeeseeeeeeeeeen e e e e e e e [8050]

If Other please describe:

(N Not applicable ............. Ittt s e e e as o et ses s tanesannnnones entnatotenontoatannsnnens L 18091 |

12.(a) Respondent maintains membérshlp(s) on national securities exchange(s):
r (enter applicable code: 1=Yes 2=No) | 2 18100 |

'

(b) Names of national securities,{exchange(s) in which respondent maintains memberships:
| (eniter a2 1" in appropriate boxes)

LI -1 {1 1 N 8120
-4 T =TT 1< T RN 8121
(3 CBOE .......vvvvenn L eeierenenn, S 8122
) Midwest . ............. R W 8123
(5) New York . ............ / ............................................................ . 8424
(B) PhIlade phia. .o i e e e e e e e 8125
@ Pacllic Coast.........’.r ............................................................ 8126
(8) Other ............... }’. ............................................................ 8129
13. Employees:
(8) NUMDBEr Of TUll-1imMe BMPIOYEBS ... vvuevnenrererrerereensoneeneeaenensensns i eeeineeneens | 0 18101 |
{b) Number of tuli-time registered represantatives employed by reso>ondent included In 13(a)...... I O 18102 |
Y.

14. Number of NASDAQ stocks respondant makes MAarket .........ceeveeeeeerenoes Ceeernesenanes o [e103)
15. Total number of underwriting syndicates resSpondent Was & MeMber. ....ocvvriererreveneraraanes | 0O 18104 |
(Carrying or clearing fims filing X-174-5 Part II)

16. Number of respondent's public customer transactions: Actual ............ Ceerasatsearens 8105

Estimate ......ooiieveinnnniennnes 8106

(a} enuity securities transactions effected on a
BNONAl SECUMLIES BXCRBNEE ...\ttt ereernrnerererenrersenesarnresarsonnensnns Ceveeenes [ 18107 |

(b) equity securities transaciicns etfacted other than on a
Na1ioral BECUTILIBS @XCHANGE ...\ v e vt ruereeeeeenenenensserenenenrnesossossenrnsnsasnss { _j8108 )

(c) commodity, bond, option, and other transactions effected on or off a
NAtioONA! SECUTitics BXChAN DR . i uvvvur oot troorsossrencararnessnssocasnancsarsaassnesss L

18108 ]

SEC 1675 (12-92) 6 of 8




FOCUS REPORT
Schedule |
page 3

17. Respondent is a member of the Securities Investor Protection Corporation —y
(enter applicable code: 1eYes 2=No) | » 1 [8111]
18. Number of branch offices operated by respondent ............ceeeevieenrnerereneenanns PP { 0 [8112]
19. (a) Respondent directly or indirectly controls, is controlied by, or is under
common control with, a U.S. bank .
, (enter applicable code: 1aYes 2=No) | 2 [8130]
(b) Name of parent or affiliate 18131
{c) Type of Institution ]8132]
20. Respondent is an affiliate or subsidiary of a foreign broker-dealer or bank .
(enter applicable code: 1=Yes 2=No) | 2 [8113]
J
21. (a) Respondent is & subsidiary of'a registered broker-dealer '
' ; (enter applicable code: 1=Yes 2=No) | 2 |8114]
12 !
{b) Name of parent ; {8116]
22. Respondent is a subsidiary of a parent which is not a registered broker or dealer
) (enter applicable code: 1sYes 2=No) . | 2 |8115]
|
23. Respondent sends quarterly statéments to customers pursuant 1o
10L-10(b) in lieu of daily or immediate confirmations: , .
’ (enter applicable code: 1=Yes 2=No)* | 2 |8117]
AL .
24, Aggregate Dollar Amount of Non -Exempted OTC Sales of Exchange-Listed
Securities Done by Respondem Durmg the Reporting Period ........oovevievueninrenennns | S 0 |8118]

*Required in any Schedule | filed'fqir the calendar year 1978 and succeeding years
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