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OATH OR AFFIRMATION

I Paul Castagna

: swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Aurum Securities Corxp.

as of

: : 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, 19 2001

Title

t%zaba»/ A %/flﬂAALé;?;,/)

Notary Public

TRECAG. PHILLIPS

Commission # 1183
Notary pubiic ~ Capany -

San Francisc
This report** contains (check all applicable boxes): . WComm i e 2 j

(a) Facing page. TR

(b) Statement of Financial Condition. -

(c) Statement of Income (Loss).
() StatementcafxGhanges ixRinak@omdiss. Statement of Cash Flows.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietor’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 15c3-3.

(3) 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 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.

POR 0 RPRROBPEPE

**Lor conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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" ARMSTRONG BAGNASCO @”ASSC)CIA]ES LLP

Independent Audltors Report R

."To the Board of Dlrectors a
: Aurum Securltles Corp

. We have audlted the accompanymg statement of ﬁnanc1a1 condrtlon of Aurum Secuntles
- Corp (a Cahforma corporatlon) as of December 31, 2001, and the related statements of
‘income, changes in stockholders” equity, and cash flows for the year then ended. These- - - -
, ‘financial statements are. the. respons1b111ty ‘of the Company s management Our' o
o respons1b1hty is to express an oplmon on these ﬁnanc1al statements based on-our audlt

‘ ’,;,We conducted our auth n accordance W1th generally accepted audltmg standards Those“ C
‘ standards require that we plan -and perform the audit to obtain reasonable assurance about -

Whether the ﬁnanc1a1 statements are free of material mlsstatement - An audit. 1ncludes‘~ :

" examining, on -a test basis, evidence supportmg ‘the amounts and disclosures in -the

financial statements: An audit also includes assessing the accounting principles used and .

k «s1gmﬁcant estlmates made by Mmanagemient, as well as ‘evaluating the overall ﬁnanc1a1-

statement presentatlon We beheve that our aud1t prov1des a reasonable bas1s for our .

S oplmon

T‘In our oprmon the ﬁnan01a1 statements referred to above present falrly, in all matenal' |
- respects, the ﬁnancral posmon of Aurum Securities Corp. ‘as of December 31, 2001; and - - _
~the, results of its operatlons and its cash flows for the year then ended i in conform1ty Wlth‘ S
generally accepted accountmg pnn01ples S S

Our audlt was- conducted for the purpose of formmg an oprmon on the basrc ﬁnan01a1 o
~ statements taken as a Whole The 1nformat1on contained in Schedules I, II, and I is
,presented for purposes of add1t1ona1 analys1s and- is not ‘a required. part of the basic
__financial statements, .but is- supplementary information réquired by-Rule 17a-5 under the -
Securities Exchange Act of 1934. - Suchr information has been subjected to the . audltlng,.

procedures apphed in' the audit of the basic financial statements and, in our opinion, is -

© - fairly stated m all matenal respects in relatron to the basm ﬁnanc1a1 statements taken as a
o Whole ’ B R RS .

Walnut Creek, CA 94598-2408
re/ 925 279 0785 fax 925 279 0797
/Jtzp S alz/e Z{z) com




fAUTRUVI‘SECURIT'IES‘CO’RP; L

o Statement of Fmancral Condltron - '

December 3l 2001

o _’ Assets -

- Cash o
_.Investment in rnutual funds
‘Deposit with clearing 0rgamzat1on

Income tax recewable

© Commissions recelvable
~ Prepaid expenses
" Investment in affiliate -
- ,Investment in NASDAQ stock

3

TotalAssets L

. Liabilities and Stockholders’ Equity |

. Accounts payable

: Stockholders Equlty

Common stock no par. value; lO 000 shares authonzed
100 shares issued and outstandmcr
Retamed earmngs

o Total Stockholders Equlty

. ""Total L1ab1ht1es and Stockholders Equity

" See accountants’ report and accompanyingrlotes.

s

62,715

93,643
$20,000
3,713

341956
16,631

- 713,763

3,300

361243

67,136

827.342
804,478 .

Cs 15572l



AURUM SECURITIES CORP

Statement of Income
Year Ended December 31 2001

Revenues
‘ Brokerage commissions earned net of $98, 081

~commission refunds ' . Lo 8 5834253

. Interest and dividends -~ . Lo - 2,775

Gam on sale offunds AR I Lo 47,060

o | ]i’TotalRevenues»» L e T 5,884,088

Expenses .
- Commrssmns S e ' k 4,322,219
Licensesandfees .~ . . . oo 12,964
Professional fees - I 46,369
. Clearingfees - . RV - il 85,344
. Wages® T o S 240,000

. -Payroll taxes - P ‘ L 13,828
- Core expense » R PR .7 7469,920
. Network connect1v1ty S S 118,549
Clencal expense " - o - 32,472

: -Insurance_ expense T o . 13,129
 Rentexpense .. - 44,127
. 'Other expenses . - S < 2 8,945

" Total Expenses . - AN 5,307,866
' Net Inceme‘.Befor'e Income Taxes . - - .. . o 576,222
- ‘Prdvision for Income Taxes: . . @ ST S 8,645

-~

'Net Income -~ . - oL $. 567,577

See accountants’ report and accompanying notes.
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" NetIncome -~

" Distributions to

" Balances at o
- January 1,200 §

' stoekholdefs .

Balances at

© December 31 '2001 S

AURUM SECURITIES CORP

' Statement of Changes in Stockholders Equlty

"+ Year Ended December 31, 2001

jA‘dditivo’nalf Unrealized N o ATotal‘ g

Common ‘Paid-in ~  Gainson Accumulated = Stockholders’

Stock __Capital. ' Securities . Earnings Equity

1136 S, -8 -5 105765 - $ 1126901

- 567,577 567,577

(800,000) - (800,000)

67,136 'S -5 n g 827342 8 . 894,478

See accountants’ report and accompanying notes




 AURUM SE'C‘URITIES?CORP. .

. Statement of Cash Flows
' Year Ended December 31 2001

Cash Flows From Operat1ng Act1V1t1es
Net 1ncome :

o Adjustments to Reconcrle Net Income to Net
Cash Provided by Operatrng Act1v1t1es

(Increase ) decrease in: :

’ Comm1ssrons recelvable
Prepard expenses
" Investment in affiliate
* Income tax recervable

Increase (decrease) in:

( Accounts payable

“Net Cash Provrded by Operatmg Actwltres

Cash Flows From Investmg Actwltles '
Redemptron of mutual funds

/ Cash Flows From Financing Act1v1t1es ;
Drstnbutrons to stockholders _

' Net Decrease in Cash
‘ Cash and Cash Equlvalents at Beommn0 of Penod

” 'Cash and Cash Equtvalents at End of Penod

SRR S See accountants’\ report and accompanying notes..

A)

5

567,577

(55.,070)
(16,631)
. (26,026)

8,645
137,589

616,084

111239

~(800,000)

(2677
135,392

62,715 |



* AURUM SECURITIES CORP.
Notes to F inancial' Statements

- December 31, 2001

' Note 1 Descrlptlon of the Company

3 The: Company is a broker dealer reglstered with the Secuntres and Exchange Comm1ssron‘,

(SEC) and-is a member of the National Association of Securities Dealers (NASD). The

. Company is a California Corporation formed on April 27,1995. The Company is subject to-.
_various governrnental rules and regulations including the net capltal rule set forth in Rule' "
.15¢3-1of the Securities Exchange Act of 1934 . ‘

~OnF ebruary 5, 1998 the Company changed 1ts name ﬁom GGFG Secuntles Corp to Aurum :
: Secuntles Corp. . : ‘ : U

Note 2 Summary of’ Slgmﬁcaut Accountmg Pohcles

‘ Commlssmns Recelvable Comm1ss1ons con51st of amounts due from mutual fond
compames and the clearmg broker for comrmssrons earned No- allowance for doubtful -
accounts is consrdered necessary ~ : T

‘ ",Amortrzatlon Orgamzatlon costs. are amortrzed ona stralght hne basrs over a penod of 60 o
' months ' : S

Deprecmtxon Equlpment costs are deprecrated using an accelerated method of deprec1at10n
over a ﬁve -year penod :

. _Securltles Transactlons Comrmsswn income- and expenses: related to customer securities
- transactions are recorded on a trade date basis.  Marketable mutual funds are valued at

market value

b Cash F lows: The Company presents its statement ‘of cash ﬂows usmg the: indirect method . =
~  The Company is requrred to mamtam $20 000 on depos1t w1th the cleanng broker.

‘Estlmates The preparatlon of ﬁnancral statements in conformlty w1th generally accepted

~ - accounting principles requires management to make estimates and assumptions that affect

" certain reported amounts and. dlsclosures Accordrngly, actual results could differ from those
~est1mates » : -

. - Sée accountants’ report.
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AURUM SECURITIES CORP

Notes to F1nanc1a1 Statements
December 31 2001

= ’Note 2 Su mmary of slgmﬁcant Accountmg P011c1es (contmued)

Income Taxes The Company has elected to be taxed under the prov1srons of Subchapter S
.of the Internal Revenue Code.’ Under those provisions, the-Company does not pay . federal
corporate income: taxes and 1s subject to a 1.5% state franchise tax. The Company s income . '
or loss is reported onthei income tax returns of the Company S stockholders ‘

: Note 3- Related Party Transactlons

+ - The Company entered 1nto a shared resource lease agreement Wlth Aurum Cap1tal :
*. Management Corporatron (ACM); a Corporatlon ‘with common ownership. ACM,

-~ . _consideration of lease payments of the premises, leases to the Company. employees ofﬁce

furniture and equipment, telephones and computer networks. The Company records- these. -
- costs as core expenses. Core expenses are paid to ACM in monthly installments calculated at

30% of ACM’s allocable business expenses, less owner’s. salaries, payable monthly for the’
- prior month’s busmess expenses. The shared resource lease agreement 1s - renewable '

‘ annually

Note 4 Income Taxes

‘The current provrsron for income taxes is based on earnings reported for income tax purposes -
for the year ended December 31, 2001." A deferred income tax asset or liability is determined
- by applying currently enacted tax laws and rates to the expected reversal of the cumulatlve
~_temporary differences between the carrying Value of assets and liabilities for finanecial
statement and income tax purposes. - -Deferred income tax expense or benefit is measured by

" the change in the deferred income tax asset or l1ab1hty dunng the year. As of December 31,
' \2001 there were, no deferred tax assets or habrlmes S

‘ Prov1s1on for 1ncorne tax for the year ended December 31, 2001 consrsts of the followmg

'\Cahformaﬁ'anchlse.tax o o $ 8,645 .

See accountants’ report.
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. AURUM SECURITIES CORP.

Notes to Financial S_rarements |
- December 31, 2001 -

- Note 5 Net Capltal Requrrements

The Company is sub_]ect to the: Securltles and Exchange Commrssmn Umform Net Caprtal
Rule (SEC Rule 15¢3-1), which tequires the maintenance - of" mrmmum et capital and
requires that the ratio ‘of aggregate indebtedness to net capital, both as defined, shall not
" exceed 15to 1. At December 31, 2001, the Company had net capital of $130,198. This was
$30,198 in excess of its requrred ‘minimum  net caprtal of $100 000. The aggregatef
mdebtedness to net capltal rat1o was 277%. : .

Note 6 - Con.ringenéieS'

An arbltratlon claim was subm1tted to the Natlonal Assoc1at1on of Securities’ Dealers onj. ‘
- November 15, 2001, by the Company, one shareholder and a commonly owned Company
~ against the other" shareholder and related" entrtles for breach of the Company s Shareholder ‘
) Agreement o '

At thJS early staoe of the arbxtranon an evaluatlon of the outcome 1f any, cannot be ,-
. deterrmned ‘No estlmate can be made that i 1s at least reasonably poss1ble ;

See accountants’ report.




" YS'l‘lpplemev-ntary Ihformati‘oh e
Pursuant.to Rule 17a-5 of the

~ Securities Exchange Actof 1934

As of December 31, 2001
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AURUM SECURITIES CORP

Schedule I- Computat1on of Net Cap1ta1 Under Rule 15c3 1
- of the Securities and Exchange Commission
As ofDecember 31,2001

NetCaprtal ‘ AR L Lo L
Total stockholders’ equrty R ERREE L8 894,478
i ‘Deduct stockholders equ1ty not. allowable for net caprtal S -
_‘ Total Stockholders Equity Quahﬁed for Net Caprtal o . o B 894,478 f
- Add allowable subordlnated liabilities ~ CL e -
B Total Cap1tal and Allowable Subordinated L1ab1ht1es B o "'894,478 ~
- Deduct non- allowable assets . . e (I57,40T)
* Net capital before ha1rcuts on securities bositions R T 137,071

'Harrcuts on securities (cornputed where apphcable pursuant SRR
- to Rule 15¢3-1(f)) IR Lo o RO
Marketfunds@2% S T e L83

- Other: : : Lo
Excess of max1mum deductlble on Fldelrty Bond coverage B . 5,000 -
NetCaprtal Lo s 130,98
lAggregate Indebtedness ‘ - :
‘ Ttems included in statemnent of ﬁnanc1al condition - 8. 361,243
Add 1tems not included in statement of financial condmon e
» | ‘ | Total Aggregate Indebtedness I o - § 361,243 o
Computatlon of Basrc Net Capltal Requrrement - _ ' ' :
Minimum net capital requrred of reportmg broker dealer .- § __ 100,000
Excess net capltal S o . i, R s 8 - 30,198
Excess net caprtal athOO% o 3 94,074
. Ratio: Aggregate 1ndebtedness to net caprtal R S 27T%

Reconciliation with Company s Computatron
- Net capital, as reported in Company s Part [IA (unaudrted) } s
‘ FocusReport. . . - . R -$ 130,198 .

Netaud1tadjustments o o ,: LT e e = .
. NetCap1talPerAbove s 130,198

See accountants® report and accompanying notes.
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AURUM SECURIT[ES CORP
Schedule - Computatlon for Determmatlon of Reserve Requrrements o

Under Rule 15¢3-3 of the Securities and Exchange Commission -
T As ofDecernber 31, 2001 ‘

o The Company clalms an exemptlon under Rule 15c3 3(k)(2)(11) and therefore is not
- subject to the reserve: requuements of Rule 1503 3. g ‘ :

* See accountants’ report and accompanying notes.
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AURUM SECURITIES CORP

Schedule M- Informatlon Relanng to Possesswn or Control Requlrements |
Under Rule 15¢3-3 of the Securities and Exchange Commission .
- As of December 31, 2001 ‘

‘ ‘The Company clalms an exemptlon under Rule 15¢3- 3(k)(2)(11) a.nd therefore is - not“- o

: subj ect to the possess1on and control prov1smns of Rule 15¢3-3.

See accountanté’ repdrt'é.nd accompanying notes.
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 ARMSTRONG, BAGNASCO & ASSOCIATES LLP

Independent Audltors’ Report on. Internal Control Structure
Requrred by SEC Rule 17a 5

, To the Board of D;ir.ectors R
. Aurum Securities Corp..

In planmng and performmg our aud1t of the ﬁnanmal statements of Aurum Secur1t1es~"
v'?Corp for the year ended December 31, 2001, we considered its internal- control structure' :
 in-order to determine our: auditing procedures for. the purpose of expressing our opinion

o on the ﬁnancml statements and not to prov1de assurance on the 1ntema1 control structure:

We also made a study of the pract1ces and procedures followed by the Company in

. making.the periodic computations of - aggregate indebtedness and net capital under Rule
17a- 3(a)(ll) and’ the procedures for~ determining comphance with ‘the exemptive . .. o
provisions of Rule 15¢3-3(e). We did not review: the’ practices and- procedures followed Lo - .

o by the Company in making the quarterly secuntles examinations, counts; verifications - |

~ and comparisons, ‘and the recordat1on of’ d1fferences requ1red by Rule 17a—13 orin '
. complying with the requirements for prompt payment of securities under’ Sectron 8 of
B "‘Regulatlon T of the Board of Governors of the: Federal Reserve System ' because.the
o Company does not carry secunty accounts for customers or perform custod1a1 functlons S
'y relatrng to. customer securmes - : ‘

= }The management of the Company is respon51ble for estabhshmg and marntamlng an
" internal control structure and ‘the practices and procedures referred to in the. precedmg.t
- paragraph In fulfilling this’ responsibility, estimates and Judgments by management are

k requned to ‘assess the expected benefits and related costs'of internal control structure ‘

EE pol1c1es and procedures and of the practrces and procedures referred to in the preceding:
- paragraph and to assess whether . those practices -and procedures can be expected to
- achieve the. Comm1s510n s above- mentioned objectives, - Two of the ‘objectives of an -
. internal - ‘control structure and the’ practlces and procedures are to. provide management -

“with reasonable but not: absolute, assurance that assets for Wthh the Company has .

respon51b111ty are safeguarded against, loss from unauthorized use or d1spos1t10n and that - K
. transactions ‘are executed in accordance with management s authorization ‘and recorded-

: Tjproperly to permit preparatlon of ﬁnanc1al ‘statements ‘in conformity with generally'
+"."accepted accountlng principles. Rule 17a-5(g) hsts addltlonal obJectlves of the practlces T

B 'and procedures hsted in the precedmg paragraph

. 426 North Wiger Lane, Suite A o
AR Welnist Creek, CA 94598-2408
ST te/925 2790785 f[lx 9252790797
R /Jzz;b //wwwaé/e Ul comA




. Independent Aud1tors Report on Intemal Control Structure
 Aurum Securltles Corp. ~ \ -
‘,Page 2

”"Because of” 1nherent 11m1tat10ns in any 1nterna1 control structure or, the practlces and’
~procedures referred to above errors or 1rregu1ar1t1es may occur and not be detected

A Also proj ectlon of any evaluat1on of them to future penods is subJ ect to the risk. that they
. 'may | become 1nadequate because of changes n condltrons or that the effectlveness of
therr des1gn and operatlon may detenorate :

PR

Our consrderatlon of the 1nternal control structure Would not. necessanly dlsclose all
. matters in the internal control structure -that- might be material weaknesses under .

standards - established by the American Institute of Certlﬁed Public - Accountants. A
material weakness is a condition in which the design or operatlon of the spec1ﬁc 1nterna1

~“control structure elements does not reduce to a relatrvely low level the risk that errors or -

. irregularities in amounts that would be material in relation to the ﬁnancral statements ‘

" being : audited may occur and not be detected within a timely period by. employees in the S
normal course of performrng their ‘assigned functions. However, we noted no matters -

nvolvrng the 1ntemal control structure that we consrder to be a matenal weakness as

' Ldeﬁned above

o We understand that pract1ces and procedures that accomphsh the ob] ectlves referred to in -
 the second paragraph of this report are considered by the Comm1ssron 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 accornphsh such obJectlves in

all material respects indicate a materral 1nadequacy for such purposes, Based on this

understandmg and on our study, we believe that the Company s practices and procedures L :

were adequate at December 31 2001 to meet-the Comrnlssron s Ob_] ectlves

Thrs report is 1ntended solely for the use of rnanagement the Securltles and Exchange’

o Commrssron the New. York Stock Exchange and other regulatory agencies that rely on ..
- Rule 17a- S(g) under the Securrtles Exchange Act of 1934 and should not be used for any ’
’ otherpurpose - I . R R -

" ’Walnut Creek Cahforma
B vFebruary 4, 2002 e
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