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OATH OR AFFIRMATION

I, STEPHEN R. GRAEF , swear (or affirm) that, to the best of my knowledge and
belief the accompanying financial statement and supporting schedules pertaining to the firm of
COMERICA SECURITIES, INC. , as of

DECEMBER 31, ,20 01 ,aretrue 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 solely

as that of a customer, except as follows:

E - “" Signatlre 5

DIRECTOR OF FINANCE & OPERATIONS

‘ Title
CHARTL L PpT ’

NOTARY PUBLIC Mr\bOs\nB Co., sl

Notary 1775\1@ MY COMMISSION EXPIRES Sep 8, 2003
AGTING IN WAYNE COUNTY, i

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 Partners’ or Sole Proprietors’ 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.

(j) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 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

consolidation.

(1) An Oath 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.

O0R 0O SEoEdEgEom

**For conditions of confidential treatment of certain portions of this filing, see section 240.170—5(e) (3).
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Report of Independent Auditors

Board of Directors
Comerica Securities, Inc.

We have audited the accompanying statement of financial condition of Comerica Secunties, Inc.
as of December 31, 2001, and the related statements of income, changes in shareholder’s equity,
and 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 auditing standards generally accepted in the United
States. 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 Comerica Securities, Inc. at December 31, 2001, and the results of its
operations and its cash flows for the year then ended in conformity with accounting principles
generally accepted in the United States.

Our audit was made for the purpose of forming an opinion on the basic financial statements taken
as a whole. The information contained in the Schedules I, II, III, IV, and V is presented for
purposes of additional analysis and is not a required part of the basic financial statements, but is
supplementary information required by Rule 17a-5 of the Securities Exchange Commission.
Such information has been subjected to the auditing procedures applied in our audit of the
financial statements and, in our opinion, is fairly stated in all material respects in relation to the

financial statements taken as a whole.
M 4 LLP

February 15, 2002

02010265826 A Member Practice of Ernst & Young Global




Comerica Securities, Inc.

Statement of Financial Condition

December 31, 2001

Assets

Cash and cash equivalents

Special reserve account for benefit of customers
Trading securities

Accounts receivable - unsettled trading transactions
Premises and equipment, net of depreciation of $2,581,136
Brokerage commissions receivable

Affiliate income receivable

Deferred tax asset

Other assets

Total assets

Liabilities and shareholder’s equity
Liabilities: ‘
Incentive compensation
Accounts payable - unsettled trading transactions
Other liabilities
Total liabilities

Shareholder’s equity
Common stock:
Par value - $1 per share
Authorized, issued and outstanding - 50,000 shares

Additional paid-in capital
Retained eamings

Total shareholder’s equity

Total liabilities and shareholder's equity

See accompanying notes.

" 02010266826

$ 33,270,078
2,210,443
14,090,880
1,148,121
1,269,451
2,351,327
1,064,736
58,678
9,557,773

$ 65,021,487

$ 1,830,254
1,728,356
4,730,905

8,289,515

50,000
47,175,441
9,506,531

56,731,972

$ 65,021,487




Comerica Securities, Inc.

Statement of Income

Year ended December 31, 2001

Income .
Commissions $ 50,618,915
Interest on trading securities 272,973
Net profit on trading securities 8,539,930
Public finance fees _ 113,303
Interest on investment securities 862,901
Other income 5,712,172
Total income 66,120,194
Expenses
Commissions paid to other broker - dealers 3,652,748
Salaries and benefits ' 30,974,903
Occupancy and equipment cost 9,276,711
Interest on bank borrowings _ 64,871
Other ' 17,934,047
Total expenses 61,903,280

- Income before income taxes 4,216,914
Provision for income taxes 1,723,188
Net income $ 2,493,726

See accompanying notes.

02010266826




Comerica Securities, Inc.

Statement of Cash Flows

Year ended December 31,2001

Cash flows from operating activities

Net income

Adjustments to reconcile net income to net cash

used in operating activities:

Depreciation
Increase in special reserve account
Net increase in trading account securities
Decrease in accounts receivable - unsettled trading transactions
Increase in accounts payable- unsettled trading transactions
Increase in brokerage commission receivable
Decrease in affiliate receivable
Increase in other assets
Increase in incentive compensation
Net decrease in other liabilities

Total adjustments

Net cash used in operating activities

Cash flows used in investing activities
Purchase of fixed assets

Other
Net cash used in investing activities

Cash flows used in financing activities

Net decrease in bank borrowings

Capital contributions from Parent

Net cash provided by financing

Net increase in cash and cash equivalents
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

Supplemental disclosure of cash flow information
Income taxes paid

Interest paid
See accompanying notes.
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$ 2,493,726

603,249
(529,958)
(7,732,362)
18,561
1,709,756
(273,940)
260,868
(7,491,429)
756,574
(1,557,626)

(14,236,307)

(11,742,581)

© (614,402)
9,523

(604,879) -

(736,071)
27,521,382

26,785,311

14,437,851
18,832,227

$ 33,270,078

$ 814,825

$ - 64,871




Comerica Securities, Inc.

Statement of Changes in Shareholders’ Equity

Additional
Common Paid-in - Retained
Stock Capital Earnings Total
Balance at January 1, 2001 $ 50,000 $ 19,654,059 $ 7,012,805 $ 26,716,864
Capital Contributions from Parent 27,521,382 27,521,382
Net Income : 2,493,726 2,493,726

Balance at December 31, 2001 $ 50,000 $47,175441 $9,506,531 §$ 56,731,972

See accompanying notes.
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Comerica Securities, Inc.
Notes to Financial Statements

December 31, 2001

1. Organization

Comerica Securities, Inc. (the Company) is a self-clearing broker and dealer. The Company is

- engaged primarily in the retail and institutional brokerage business and is registered as a broker
and dealer in-securities under the Securities Exchange Act of 1934. The Company is a wholly-
owned, indirect subsidiary of Comerica Incorporated.

2. Significant Accounting Policies

Cash Equivalénts

Short-term investments with initial maturities of less than 90 days when purchased, including
money market investments, are considered to be cash equivalents.

Trading Securities

Trading securities are carried at market value and at December 31, 2001 consist primarily of
municipal bonds. ' - :

Premises and Equipment

Equipment is carried at historical cost, less accumulated depreciation. The provision for
depreciation is computed on a straight-line basis over the estimated useful life of the equipment.
Leasehold improvements are amortized over the terms of respective leases or the estimated
useful lives of the improvements, whichever is shorter.

Income Taxes

The Company files a consolidated federal income tax return with Comerica Incorporated. The
Company records an income tax expense (credit), which results from including its income and
expenses in the consolidated federal tax return. Settlement with Comerica Bank (subsidiary of
Comerica Incorporated) for federal income taxes is made on a basis as if the Company filed a

separate return.
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Comerica Securities, Inc.

Notes to Financial Statements (continued)

2. S‘ignificant Accounting Policies (continued)

Use of Estimates

The preparation of financial statements in conformity with accounting principals generally
accepted in the United States requires management to make estimates and assumptions that affect
the amounts in the financial statements and accompanying notes. Actual results could differ from

those estimates.

3. Related Party Transactions

In the normal course of business, the Company has transactions with Comerica Bank and
Comerica Incorporated. Fees paid to related parties in 2001 included $8,423,311 for property
rental and $11,846,040 for operating, accounting and administrative services.

Comerica Bank also pays certain expenses on behalf of the Company and is subsequently
reimbursed for such payments. Included in other liabilities are amounts due to Comerica Bank of
approximately $7,197,654 at December 31, 2001. Also included in other liabilities are federal
income taxes payable of $2,745,464 due to Comerica Bank.

At December 31, 2001 the Cofnpany had $11,559,493 on deposit in interest and non-interest
bearing accounts with Comerica Bank. ]

4. Financial Instruments with Off-Balance Sheet Risk

In the normal course of business, the Company enters into various commitments to purchase
municipal bond securities from underwriters and sell such securities to customers. These
commitments have settlement terms of up to 45 days. These transactions are not reflected in the
Company’s balance sheet and involve, to varying degrees, elements of credit and market risk.
Credit risk results from the possible inability of the counterparty to the transaction to deliver or
take delivery of the securities in accordance with the agreement. Market risk is represented by the
potential loss the Company may incur from having to purchase these securities in the open
market at prevailing market prices in order to fulfill its obligation in the event of non-delivery of
customer securities. At December 31, 2001, there were no outstanding commitments to purchase

securities.
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Comerica Securities, Inc.

Notes to Financial Statements (continued)

4. Financial Instruments with Off-Balance Sheet Risk (continued)

In the process of making commitments to purchase and sell securities, the Company may become
contingently liable to purchase its prorated share of that portion of a pool of municipal bond
issues not sold by participating underwriters. At December 31, 2001, no contingent liability

existed.

5. Net Capital Requirements

The Company is subject to the Securities & Exchange Commission’s Uniform Net Capital Rule
(Rule 15c3-1). Based on the provisions of this rule, the Company must currently maintain net
capital equivalent to the greater of $250,000 or 1/15th of aggregate indebtedness as defined.

As of December 31, 2001, the Company’s net capital was $36,825,674 and its required net
capital was $479,310. The ratio of aggregate indebtedness to net capital (which may not exceed

15to 1) was .20 to 1.
6. Special Reserve Account for Benefit of Customers

Investment securities and cash have been segregated in a special reserve account for the
exclusive benefit of customers pursuant to federal regulations under Rule 15c3-3 of the

Securities and Exchange Commission.
7. Estimated Fair Values of Financial Instruments

Accounting principles generally accepted in the United States currently require disclosure of
estimated fair market values of financial instruments. The Company may use present value
techniques to determine the estimated values of its financial instruments where quoted market
values are not available. These techniques require judgment, and the estimates may be
significantly affected by the assumptions made. The Company’s financial instruments, other than
trading securities, are short-term and therefore carrying amounts approximate fair value. Trading
securities are carried at quoted market value or the market value for comparable securities, which

represents estimated fair value.
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Comerica Securities, Inc.

Notes to Financial Statements (continued)

8. Income Taxes
J

The current and deferred components of the provision for income taxes for the year ended
December 31, 2001 were a current provision of $1,575,356 and a deferred benefit of $(268,856),
respectively. The principal component of the deferred tax asset as of December 31, 2001 was
employee benefits. Included in the provision for income taxes on the Statement of Income are
other state and local taxes of $416,688.

9. Merger of Comerica Securities, Incorporated with Imperial Securities Corporation and
Subsidiary

On July 31, 2002, Imperial Securities Corporation and Subsidiary (“Imperial Securities”), a
wholly-owned indirect subsidiary of Comerica Incorporated, was merged into Comerica
Securities, Inc. This combination of entities under common control was accounted for in a
manner similar to a pooling-of-interest, and accordingly the assets and liabilities of Imperial
Securities were recorded on the books of the Company at historical values and the accompanying
statement of income, cash flows and changes in shareholders’ equity include all transactions of

- Imperial Securities for the year ended December 31, 2001. All of the outstanding shares of
common stock of Imperial Securities were cancelled and retired. Total assets and liabilities
transferred were $14,284,000 and $3,754,000, respectively.

02010266826




Comerica Securities, Inc.

Schedule I

Computation of Net Capital Pursuant to Rule 15¢3-1 of the SEC

December 31, 2001

Computation of net capital:
Total shareholder’s equity

Less:
Nonallowable assets
Securities haircut deduction

Aggregate Indebtedness
Items included in statement of financial condition:
Total liabilities
Computation of basic net capital requirement:
Net capital requirement (greater of 6-2/3%
of aggregate indebtedness or $5,000)

Excess net capital

Excess net capital at 1000% (net capital
less 10% of aggregate indebtedness)

Percent of aggregate indebtedness to net capital

02010266826

$ 56,731,972

18,246,818
1,659,480

$ 36,825,674

$ 7,189,659

$ 479,310

$ 36,346,364

~$ 36,106,708

20%
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Schedule IT
Comerica Securities, Inc.

Computation for Determination of Reserve
Requirements Pursuant to Rule 15¢3-3 of the SEC

December 31, 2001

Computation for determination of reserve requirements:

Total credit balances $ 1,064,100
Total 15¢3-3 debit balances | $ 1273742
Excess of total debits over total credits | $ 209,642
Excess of total credits over total debits $ -
Amount held on deposit irn Reserve Bank Account ‘ $ 2,210,443

11
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Comerica Securities, Inc.

Reconciliation of Computation for Determination of
Reserve Requirements Pursuant to Rule 15¢3-3

December 31, 2001

There were no material differences between the Computation for Determination of Reserve
Requirements pursuant to Rule 15¢3-3 included in this report and the computations included in
the Company’s corresponding unaudited Form X-17a-5 Part IIA filing as of December 31, 2001.

02010266826 1 2




Comerica Securities, Inc.

Reconciliation of Net Capital
Pursuant to Rule 17a-15(d)(4)

Schedule IV

December 31, 2001

Nonallowable assets as reported in Part I Focus

Report
Deficiency in nonallowable assets included in computation
Nonallowable assets as reported in Schedule I

Securities haircut deduction as reported in

~ Part I Focus Report

Deficiency in securities haircut deduction included in computation
- Securities haircut deduction as reported in Schedule I

Aggregate indebtedness as reported in Part IT Focus
Report

Excess in aggregate indebtedness in computation

Aggregate indebtedness as reported in Schedule I

$ 16,547,513
1,699,305

$ 18,246,818

$ 1,399,290
260,190

$ 1,659,480

$ 10,077,649
2,887,990

$ 7,189,659
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_ Schedule V
Comerica Securities, Inc.

Information Relating to the Possession or
Control Requirements Under Rule 15¢-3

December 31, 2001

State the market valuation and number of items of:

1. Customer’s fully paid securities and excess margin securities
not in the respondent’s possession or control as of the
report date (for which instructions to reduce to possession
or control had been issued as of the report date) but for

which the required action was not taken by respondent
within the time frames specified Rule 15c3-3, $ -

A. Number of items -

2. Customer’s fully paid securities and excess margin securities -
for which instructions to reduce to possession or control
had not been issued as of the report date, excluding
items arising from “temporary lags which result from
normal business operations” as permitted under
Rule 15¢3-3. 3 -

A. Number of items

14
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Independent Auditors’ Supplementary
Report on Internal Control

Board of Directors
Comerica Securities, Inc.:

In planning and performing our audit of the financial statements of Comerica Securities, Inc. (the
Company), for the year ended December 31, 2001, we considered its internal control, including
control activities for safeguarding securities, to determine our auditing procedures for the
purpose of expressing our opinion on the financial statements and not to provide assurance on the

internal control.

Also, as required by rule 17a-5(g)(1) of the Securities 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 criteria stated in rule 17a-5(g), in the

following:

1.  Making the periodic computations of aggregate indebtedness (or aggregate debits) and
net capital under rule 17a-3(a)(11) and the reserve required by rule 15¢3-3(e)

2. Making the quarterly securities examination, counts, verifications, and comparisons,
and the 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

4. Obtaining and maintaining physical possession or control of all fully paid and excess
margin securities of customers as required by rule 15¢3-3

02010266825 A Member Practice of Ernst & Young Global 15




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 criteria. Two of the criteria 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 accounting principles generally accepted in the United States.
Rule 17a-5(g) lists additional criteria of the practices and procedures listed in the preceding

paragraph.

Because of inherent limitations in any intemal control or the practices and procedures referred to
above, misstatement due to errors or fraud may occur and not be detected. Also, projections of
any evaluation of internal control to future periods are subject to the risk that internal control may
become inadequate because of changes in conditions, or that the effectiveness of its 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 one or more 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 meet the criteria 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 meet such criteria 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 criteria.

16
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This report is intended solely for the information and use of the Board of Directors, 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.

M v mu?

February 15, 2002
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