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Maple Arbitrage Inc.

Notes to Statement of Financial Condition (continued)

S. Related Party Transactions

The Company has a joint-back office arrangement (the “JBO Arrangement”™) with Maple
Securities U.S.A. Inc. (formerly Maple Partners U.S.A. Inc.) (“MSUSA”) whereby MSUSA
will process and clear wansactions for the Company. In conjunction with this JBO
Arrangement, the Company owns non-voting shares of MSUSA's series A preferred stock
which represents the amount of $100,000 included in investment in MSUSA on the statement
of financial condition. At Septernber 30, 2001, the Company was owed $1,280,750 related to
1ts propretary securities trading, which is included in due from Maple Secunties U.S.A. Inc,
on the statement of financial condition.

As of September 30, 2000, the Company owned 4,013 non-voting shares of series A 5%
preferred stock, no par value, liquidation preference $5,000 per share of Maple Partners
America Inc. (“MPATI”) for $20,065,000. In February 2001, the Company sold 200 non-
voting shares of series A preferred stock, no par value, liquidation preference $5,000 per
share of MPALI for $1,000,000. At September 30, 2001, $814,350 was due to the Company
from this investment and is included in dividends receivable on the statement of financial
condinon.

6. Income Taxes

As of September 30, 2001, the Company has an income tax receivable balance of $94,492
included in other assets on the statement of financial condition.
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Maple Arbitrage Inc.

Notes to Statement of Financial Condition (continued)

3. Off-Balance Sheet Risk

In the normal course of its business, the Company wrades various financial instruments and
enters into various investment activities with off-balance sheet risk. These financial
instruments include futures contracts, options, and secunties sold, but not yet purchased. At
September 30, 2001, the Company did not have any outstanding obligations related to these
actvities.

Generally, these financial instruments represent future commitments 1o purchase or sell other
financial instruments at specific terms at specified future dates. Each of these financial
instrurnents contains varying degrees of off-balance sheet risk whereby changes in the market
values of the securities underlying the financial instruments as well as fluctuations in index
values may be in excess of the amounts recognized in the statemnent of financial condition.

Additionally, these financial instruments expose the Company to varying degrees of credit
nisk ansing from the potential inability of counterparties to perform under the terms of the
contracts. All contracts and security positions are valued at market or fair value.

4. Net Capital Requirement

The Company is subject to the Securities and Exchange Commission’s Uniform Net Capital
Rule 15¢3-1, which specifies, among other requirernents, minimum net capital requirements
for registered broker-dealers, This rule requires that the Company maintain minimum net
capital, as defined, equal to the greater of $100,000 or 6-2/3% of aggregate indebtedness. At
September 30, 2001, the Company had net capital of $1,133,126, which was $1,033,126 in
excess of 1ts required net capital of $100,000. Aggregate indebtedness, at September 30,
2001, was $147,786 resulting in a percentage of aggregate indebtedness to net capital of
13%.

Advances to affiliates, dividend payments and other equity withdrawals are subject to certain
nonification and other provisions of the Net Capital Rule of the Securities and Exchange
Commussion and other regulatory bodies.

F-480



v Feb~07-2002 02:44pm  From-E&Y MESSAGE DESK 12FL 2127732601 T-086 P.008/B30  F-480

Maple Arbitrage Inc.
Notes to Statement of Financial Condition

September 30, 2001

1. Organization

Maple Arbitrage Inc. (the “Company’), 2 Delaware corporation, is a registered broker-dealer
under the Securitics Exchange Act of 1934 and a member of the National Association of
Securities Dealers, Inc. The Company engages in propriefary securities trading for its own
account,

The Company is a wholly-owned subsidiary of Maple Bank GmbH.
2. Significant Accounting Policies
Securines wansactions are recorded on a trade date basis.

Securities owned are recorded at market value or fair value. Marker value is generally based
upon the last sales or realizable price. Fair value 1s determined based upon other relevant
factors including dealer price quotations and proprietary theoretical pricing models. At
September 30, 2001 the Company did not have any securities owned.

The preparation of statemnent of financial condition, in conformity with accounting principles
generally accepted in the United States, requires management to make estimates and
assumptions that affect the reported amounts of assets and lLabilities and disclosure of
contingent assets and liabilities at the date of the statement of financial condition. Actual
results may differ from those estimates.

Statement of Financial Accounting Standards No. 107, “Disclosure about Fair Value of
Financial Instuments,” requires the disclosure of the fair value of financial instruments,
including assers and liabilites recognized in the statement of financial condition.
Management estimates that the fair value of financial instruments recognized in the statement
of financial condition (including receivables and payables) approximates their carrying value.

Investments on the statement of financial condition are recorded at their liqudation values,
which approximates fair values.
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Maple Arbitrage Inc.
Staternent of Financial Condition

September 30, 2001

Assets
Dividends receivable § 823,092
- Due from Maple Securities U.S.A. Inc. 1,280,750
Invesament in Maple Partners America Inc., at fair value 19,065,000
Investment in Maple Securities U.S.A. Inc., at fair value 100,000
Other assets ’ 94,654
$ 21,363,496
Liabilities and shareholder’s equity
Liabilities: ‘
Accounts payable ' $ 147,786
Shareholder’s equity 21,215,710
$21,363,496

See accompanying nores.

397
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é’j ERNST& YOUNG & Erpsl &Youﬁg e & Phone: (212) 773-3000

787 Seventh Avenue www.ey.com
New York, New York 10013 '

Report of Independent Auditors

To the Board of Directors and Shareholder
of Maple Arbirage Inc.

We have audited the statement of financial condition of Maple Arbimrage Inc. (the
“Company””) as of September 30, 2001. This statement of financial condition is the
responsibility of the Company’s management. Our responsibility is to express an opimon on
this statement of financial condition 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 statement of financial condition 1s free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the statement of financial condition. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as
evaluating the overall statement of financial condition presentation. We believe our audit
provides a reasonable basis for our opinion.

In our opinion, the statement of financial condition referred to above presents fairly, in all
matenal respects, the financial position of the Company as of September 30, 2001 in
conformity with accounting principles generally accepted 1n the United States.

| WfMLL? |

November 16, 2001

Ernst & Young Lie is a member of Ernst & Young International, Lid. . 1
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