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OATH OR AFFIRMATION

Edward Culverwell ., swear (or affirm) that, 10 the |

best of my knowledge and “belief the accompanymg financial statement and supporting schedules pertammg to the firm of
© Culverwell &. Co., Inc. ) '

as of
September 30

b} 200] are true and correct. 1 further swear (or afﬁrm) that neither the company

| nor -any partner, propnetor principal ofﬁcer or director has any propnetary interest in any account classified soley as that of
a customer, except as follows:

)

A It

Car T
w Comm\ssmn Expwes
Septembers 2004,

aM/ ﬁ%/ ST

o ’l'tns report** contains (check all- apphcablc boxs) I o » Co -"\ o |

~(b) Statement of F‘mancxal Condmon o

(a) Facing page.

{c) Starement of Income (Loss). -

. (d) Statement ‘of Changes in Finandal Condmon

{e) Statement of Changes in Stockholders’ Eqmty or. Parmers or Sole Propnetor s Capnal

®. Statement of Changes in anbmtm Subordmated 10 Claxms of Crcdnors

(2) Computation of Net Capital

(h) Computation for Determination of R&serve Requxrements Pursuam to Rule 15c3-3

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

() A Reconciliation, mcludmg appropnatc explanation, .of the Computanon of Net Capital Under Rule 15¢3- 1 and the A
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3. -

: (k) A Reconciliation between the audxted and unaudited Statements of Financial Condmon with: rspect to methods of con-

- solidation.
(@) An Oath or Affirmation. ‘
(m)A copy of the SIPC Supplemental Report.

A rt describing any material inadequacies found to exist,or f 1o have existed &ince the eprevxous audit.
((I(!J)) Eer?gepender;ét gudltor seqre%%r%mor? 1nt°ér%u§i accoun 1ng co‘rilaé‘i'?;ﬂ

**For Condx'tions of confidential rr'eatmem of certain portions of this filing, see secn'on 240.17a-5(e)(3)
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'BROWN & BROWN, LLP
¢ . CERTIFIED PUBLIC ACCOUNTANTS
. BUS[NESS AN‘D‘F‘INANCIAL ADVI‘SOR‘S‘H )

90 CANAL STREET * BOSTON. MA 02114 » (617) 227-4645 = FAX (617) 227-1256

" To the Board of Directors
‘Culverwell & Co., Inc..
Boston, Massachusetts

INDEPENDENT AUDITORS’ REPORT

We have audited the accompanying balance sheet of Culverwell & Co.; Inc. (a Delaware
corporation) as.of September 30, 2001, and the related statement of loss and accumulated deficit,
cash flows and changes in stockholders’ equity for the year then ended. These financial statements
are the responsibility of the Company s ma.nagement Our respon51b111ty is to express an opinion on -
these ﬁnanmal statements.

We conducted our audit in accordance with generally accepted audltmg standaIds 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 ﬁnanclal statement presentation.
- We believe that our audit provides a reasonable basis for our opinion. -

In our opini‘on, the ﬁnanCial statements referred to above,present fairly, in all material respects, the
financial position of Culverwell & Co., Inc. as of September 30, 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. :

AN

N N ~
/

i Boston, Massachus,etts
November 21, 2001

3

Email: broWn@browncpas.com Boston ¢ Worcester ¢ Portland - . www.browncpas.com
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CULVERWELL & CO., INC.

- Balance Sheet.
~ . September 30, 2001

Aesets A, '
Current assets:
 Cash and cash equivalents -
*Investment s’ecorities s
Total assets
L1ab1l1t1es and Stockholders Equ1ty
Current llablhtles
Accounts payable
Accrued expenses
Total current liabilities
‘Long-term debt
' Total liabilities
Stockholders equity: ‘
- Common stock, $.01 par value; 100 shares authonzed
issued and outstanding
Additional paid-in capital -
Accumulated deficit K
Total stockholders equity.

- Total liabilities and stockholders’ equity .

S8 w147

3.300 -

———ge

§ 23044 :

§ 2068
5265

8233

170,000

Dl

178,233

—_— e

1
, 71,547
_(19.334)

, 52214

§ 230447

'.Ihe,aec‘or‘npanying notes are an integral part of these financial staternents.'



CULVERWELL & CO INC:-.
Statement of Loss and Accumulated Deficit

Year ended September 30, 2001 -

o Income

~ Investment advxsory fees, net of rebates
Comrmss1ons -

Total imcome

Operating expenses

- Accumulated deﬁcxt, end of year

v

The accompan/ying notes are an integral part of these financial statements.

2803

~Rent . S 9675
Travel and entertamment ‘ - 9385
. Professional services . - 7,900 .
" Dues 3,565
- Insurance -
Telephone - - 2,769
- Salaries - 1,673
Mlscellaneous 1:261 :
Total operating expenées ‘ : 39,031 :
" Loss from operations' ©(39.031)
Other income (expense) : "
- Interest income 12,097
Other i income , 8,705
Interest expense - (18417)
Other expense _(2.842) -
Total other expense L (457)
Net loss ' | (3“9,488):('.
: Retamed earnmgs begmmng of year - 20154

'$ (19.334)



' CULVERWELL & CO., INC.
Statement of Cash Flows .
Year ended September 30,2001

CASH FLOWS FROM OPERATING AC'HVI'ITES o ' o ‘ o
Net loss - o o $  (39,4838).
Ad]ustments to reconcﬂe net loss - . e B ' o .

to net cash flows used in operatmg activities . T , , ‘
Depreciation and amortization e , S S PN S 784
‘Loss on disposal of fixed assets. - ; o T . . 2,842

' (In'crease)} decrease in asset accounts .
~ affecting cash from operatlons IR , o . '
Deposit - ‘ ) ; o S , o - 2,995 -,

Ihcrease (decreése) i liability accoﬁnts

.. affecting cash from operations = L N o z L
Accounts payable and accrued expenses ' L o , (1,-147)A L
» Net cash ﬂows,used\m operat;ng actlﬁtles | . ‘ , ‘ | (34.',01'4)
Netdeoreaseincash | I R L. (434,»614)[
'Cesh,~beginnihgcfyeaf S | O | "7(.? o ) 26l 1%6“1
Cash,enéofyea: o o - A - | $ 2271471
Supplemental disclosures of cash ﬂow information: - “ | |
Cash pald durmg the year for | o ' , N ‘ o
Interest . “ e “ ._ R : $ 18417
‘. Incometa.xes_.‘ . ' .‘ ‘, o o R 0

The accompanyihg notes are an integral part of these financial statements.



-~ "CULVERWELL & CO.,INC. . .
- Statement of Changes in Stockholders' Equity -
“Year ended September 30, 2001

Common ‘Paid-In " Retained .

_ Stock  __ Capital Earriings
Balance, September 30,2000 Toose 1 s s $ . 20154

'Net'losrsvfortheyéarerided ‘ o E o - ‘ Lo
SeptemberSO, 2001 ) e ‘ . _ . (39:488).
Balance, September 30,2001 - s 18 mse § (1933

The‘éccompanying notes are an integral part of these financial statements.



CULVERWELL & CO., INC.
Notes to Financial Statements
Year Ended September 30,2001

“Note 1- Summg._ry’ of Sigh ijﬁcant Accounting Policies - . - L -

Nature of Business” )
Culverwell & Co., Inc., (the Company) engages in secuntles brokerage and pr1nc1pal tradmg activities on a fully
~ disclosed basis. Customer .money and security balances are reflected on the books of the Company's correspondent .
" broker and not on the books of the Company. On December 31771999 Culverwell & Co., Inc. transferred the majority

of its customer accounts to another broker dealer firm which is reglstered as a, broker dealer and is reglstered n tenr,
drfferent states. . , _

" Use of Estnnates
The preparatlon of financial statements in conformlty w1th generally accepted accountlng prmcrples in the Umted

. States requires management to make estimates and assumpt1ons that affect the reported amounts, liabilities and

disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of
© revenues and expenses durmg the reportmg penod Accordmgly, actual results. could differ from those estimates.

Cash and Cash Equrvalents o ‘

For the purposes of reporting cash flows, the Company considers all hlghly liquid debt instruments purchased wrth an
original maturity of three months. or less to be cash- equivalents. The Company places its temporary cash investments -
" with high credit quality financial institutions. At times such mvestments may be in excess of the Federal Insurance
Deposrt Corporation (FDIC) insurance 11m1ts S - |

Marketable Securities : : : ' : .
The Company accounts for marketable securities in accordance with Statement of Fmanc1al Accountmg Standards
No. 113, Accounting for Certain Investments in Debt and Equity Securities (SFAS 115.) .Securities categorized as
available for sale are stated at their fair market value, with unrealized gains and losses reported in stockholder s

- equlty

.Secuntles are class1ﬂed as tradmg securrtres n accordance wrth Statement of Financial Accountmg Position 115.

Secur1t1es owned are valued at market Realrzed and unrealrzed gains and losses are reﬂected in income on a.
trade date bas1s »

Secuntres transactions- and related commission income and expenses are recorded on trade date..

' Unsettled pnnc1pal transact1ons representtrades executed _but unsettled at fiscal year end.

Property and Equmment

Property and equipment are stated at cost. Deprecratron is recorded on the straight- lrne basis over the estlmated
useful life of the related assets. Routine repairs and maintenance are expensed as mcurred The estimated useful
lives of the Company s assets are ofﬁce equrpment and ﬁmnture for five and seven years respectlvely




CULVERWELL & CO., INC.
- Notes to Financial Statements (Contlnued)
Year ended September 30 2001

Note l — Summary of Significant Accountina Policies (Continued) :

' Income Taxes ‘ : ' :
The Company elected under the provrsrons of the Internal Revenue Code to be treated as an “S” COrporatron Asa-
result, income and losses of the Company are passed through to its stockholders. for federal income tax purposes.

' Accordrngly, no provision has been made for federal income taxes. Certam states in which the Company operates -
impose an income’ tax’ on S-corporatlons Accordmgly, a prov151on for state income taxes is reflected in the

- financial statements ‘ " :

- Fair Values of Financial Instruments ’ ' _

Financial Accounting Standards: Board Statement No. -107 (SFAS No. 107) Dzsc[osures about Farr Value of -
Financial Instruments, reqiiires disclosure for the fair values of most on- and off-balance sheet financial instruments -
for which it is practlcable to estimate that value. The scope of SFAS No. 107 excludes certain financial instruments,
such as trade receivables and payables when the carrying value approximates the fair value, employee benefit
obligations and all non-financial instruments, such as fixed assets. The fair value of the Company's assets and‘-

liabilities which qualify as financial instruments under SFAS No 107 approxrmate the carryrng amounts present n .

‘ 'the Statement of Financial Condltlon

* Investment Banking :
Investment banking revenue is recorded as follows sales concessions on settlement date and underwrrtmg fees at
- the time the underwntmg 1s completed and the i 1ncome is reasonably determmable ‘

“ Note 2- Warrants Owned

' lAs of. September 30, 2001 the Company owned underwnters warrants, which enabled the Company to purchase
. ‘units of unreglstered common stock. - The warrants are summanzed below , , :

Number - Total

' o _ ~ Unit - of r - Exercise
Comorate Entity -~ - ... .. Description. ' . Warrants' - - . _Price . . ..
Ventures Educatlon ST T e '
Systems : . 1Common -~ ° 85000 $. 108,500 -

Geographrcs Inc. - ‘ lWarrant 135000  § 44955

‘ .Note 3- Pronertv and Equrpment _

: '-Property and equipment with a net book value of $2 842 was disposed of during the year. The loss on disposal is -
-classified as an other expense on the statement of loss. ‘Depreciation for the year ended September 30, 2001
totaled $784 ' s S



 CULVERWELL & CO., INC.
~ Notes to Financial Statements (Contmued)
, As of September 30 2001

Note 4~ Subordmated Loans ‘

The Company 18 mdebted to its majority stockholder on two notes of $70 000 and $100 000, both with annual interest’
payable at 10 percent. The notes are due on September 24, 2003 and October 31,2002, respectively and- are
. subordinate to the claims of all other present and future. creditors- of the Company Interest expense related to the

notes for the yeaI ended September 30, 2001 was $l7 000. ‘ oo

| The Company has subordmated loan matuntles as follows

,SeptemberSO S . . : ‘ ,
2002 _— T . $ 100,000 -

2003 - L ‘ - 70,000 -
2004 e .0
2005 - S
20060 . . 0 -
 Total . o S . 170,000 = -

Note 5 — Capital Requirements
Pursuant to the rules of the Securities and Exchange. Commission, the Company is required to maintain minimum net
capital of $100,000 or 6 2/3% of aggregate indebtedness, whichever is greater.. At September. 30, 2001, net capital,
computed in accordance with the rules of the Comm1ss1on amounted to $217,677 and net capltal m excess of the ,
minimum was $ll7 677 - : : B

’ Note 6 — Form X-17A-5
A copy of the. Company's’ most recent annual audit report (Septembef 30, 200l) is a‘vailable for examination at the
. principal office of the Company and at the regional office of the Securities and Exchange Commission. ‘

, Note 7 — Internal Control

No material madequacles m the Compa.ny s internal controls were found to exist dunng the year ended September 30,
B 2001 S : : . '

10 .



" BROWN & BROWN, LLP
" .. CERTIFIED PUBLIC ACCOUNTANTS
) BUSINESS AND FINANCIAL 'A’DV[SORS o

-9(._1 CANAL STREET -“B‘OSTO_N. MA 02114 ¢ (617) 227-4645 « FAX (617) 227-1256

- To the Board of Directors ™
Culverwell & Co., Inc.
Boston, Massachusetts:

INDEPENDENT AUDITORS’ REPORT ON _SUPPLEMENTARY INFORMATION

Our report on our audit of the basic financial statements of Culverwell & Co Inc for the year ended
" September 30, 2001 appears - on page three. The audit was conducted for the purpose of forming an
‘opinion on the basic financial statements taken as a whol¢. The supplementary information contained

in the following pages is presented for the purpose of additional analysis and is not a required part of -

- the basic financial statements. Such mformatlon has been sub_]ected to the audltlng procedures applied
* " in the audit of the basic financial statements and, in our opinion, is fairly stated i in all material respects
" in relation to the basic ﬁnanc1al statements taken as a whole ' :

Boston, Massachusetts
November 21, 2001

11 .

Email: brown@browncpas.com Boston ¢ Worcester ° Portland n www‘b"rowncpas.com}‘
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" To the Board of Directors
Culverwell & Co., Inc.
- Boston, Massachusetts: -
- INDEPENDENT AUDITORS”
) REPORT ON INTERNAL CONTROL

, REOUIRED BY SEC RULE 17a-5 ﬂ

" In planning and perforrmng our audlt of the ﬁnanCIal statements and supplemental statements of
Culverwell & Co., Inc. (the Company), for the year ended September 30, 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. oplmon on the ﬁnanc1al statements and not to
provrde assumnce on internal control

Also, as required by rule 17a—5(g)(1) of the Securities and Exchange Comrmssmn (SEC) we have L
made a study of the practices and procedures followed by the Company mcludmg 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 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 practlces 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 the
- Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System

The managemént 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 prc)vide management with reasonable, but not absolute, assurance that assets-for
* which the Company has Tesponsibility are safeguarded against loss from unauthorized use or
disposition and that transactions.are executed in accordance with managements authorization and
recorded properly to permit preparation of financial statements in accordance .with generally
accepted accounting principles. Rule 17a-5(g) lists addrtlonal ob]ectlves of the practlces and
procedures listed in the precedmg paragraph. ‘

120
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Because of inherent limitations in internal control, or pracﬁees 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 1 in condrtrons or

that the effectiveness of their des1gn and operatron may detenorate -

Our consideration of the mternal control would: not necessarily dlsclose all matters n the 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 desrgn 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 '

perfonmng their assigned functions. However, we noted no matters involving the internal control,

. including control activities for safeguardmg securities; that-we consrder to be matenal weaknesses )

-as defined above

We vunderstand 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
_ practrces and procedures are adequate at September 30 2001 to meet the SEC s ObjeCtIVCS

. This report is mtended solely for the rnformatron and use of the Board of Drrectors 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 mtended to be and should not
be used by anyone other than these spemﬁed partles

Boston, Massachusetts
November 21, 2001




- Capltal

: CULVERWELL & CO INC —
Computatlon of Net Capital Pursuant to SEC Rule 15¢3- l '
September 30, 2001

\

~ Common Stock’ - o ‘ s - 1
‘Addltlo,nalpald_ -in capital R ’ L T 71,547
Accumulated deficit IR : S A _(19334)

Totalcapital-"‘l‘ o

' Allowable hablhtles

Liabilities subordinated to clalms of general credltors S e ‘ - 170.000
 Toulallowsble liabilities - - S 10000

" Unallowable assets: L , o S S o
* Security haircuts . S S s 4,537

Total unallowable assets: ' , - ' ‘ »7 N N _ 4537

Netcapital ~ o T 767

., Minimum dollar net‘capital reqhiremenf A . - . 100.000

Excessnetcapial - S s 117677

 Aggregate indebtedness - o R o ' -8 ,823.3”

 Percentage of aggregate indebtedness to net capital - . | . 38%-

‘See Independent Auditors™ Report on Supplémentary Irlformétioh. ;
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"

-~ CULVERWELL & CO.,INC. -
Computation of Reserve Requirement
Pursuant to SEC Rule.15¢3-3

- September 30, 2001

Culverwell & Co., Inc. is exempt from the reserve réquirements ”pullsuant to rule 15¢3-3.under para&sqaph k) (2) @). -

- See Independér»xtl Ai;ditors’ Report on Supplementary Information. -

15




~ CULVERWELL & CO, INC.
- Reconciliation of Unaudited Computation of
. Net Capital to Audited Computation of Net Capital

 September 30,2001
' Unaudited net capital at September 30,2001~ .-~ . § = 219366
\ -Audit adjuétments affecting net capital . . : | S (14468)
Decrease of non-allowable aésets : s B o ‘ ~‘ |
Other assets- - S 3 ‘ S o S 12.779-
Audited net éapita_l at September 30; 2001 - R B I $ 217,677
.
o See Ihdependént Auditors’ fRevp(.)rtf on Supplémentafy Inforniation:- o
| o 16



