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OATH OR AFFIRMATION

Leonard Flomenhaft

1, swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
L. Flomenhaft & Co., Inc. as of
November 30 , 19_2001 " are true and correct. 1 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:

WILHELMENIA HARVEY

Notary Public, State of New York (§ i
a Ir;lod01rg\4724584 . Z W
ualified in Queens Cou
Commission Expires November g& /-oo Z

Notary Public

This report®* contains (check all applicable boxes):

IR INTHRE R

1]

aNNNG!

(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 Proprietor’s Capital.

() Statement of Changes in Liabiliues 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. ]

() 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 1o have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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MillerEllin [ company LLP 750 Lexington Avenue
New York, NY 10022-1200

Certified Public Accountants 212750 9100 phone

2127502727 fax

mec@millerellincom  e-mail

INDEPENDENT AUDITORS’ REPORT

To the Stockholders of
L. Flomenhaft & Co., Inc.
New York, New York

We have audited the accompanying statement of financial condition of L. Flomenhaft & Co., Inc. as of
November 30, 2001, and the related statements of operations, cash flows and changes in stockholders’ equity
for the year then ended. These financial statements are the responsibility of the Company’s management. Qur
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 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.

The Company’s financial statements do not contain defined benefit pension plan information in accordance with
Statement of Financial Accounting Standards No. 87, “Employers’ Accounting for Pensions.” This accounting
principle generally accepted in the United States of America requires an adjustment to the balance sheet for
" underfunding or overfunding of participants’ accumulated benefits. The effect on the financial statements of
not applying this statement is not readily determinable.

In our opinion, except for the effects on the financial statements of the omission of the information discussed
in the preceding paragraph, the financial statements referred to above present fairly, in all material respects,
the financial position of L. Flomenhaft & Co., Inc. as of November 30, 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 of America.

Do, € o lonany

CERTIFIED PUBLIC ACCOUNTANTS

New York, New York
Janmuary 15, 2002
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L. FLOMENHAFT & CO., INC.

STATEMENT OF FINANCIAL CONDITION

NOVEMBER 30, 2001
ASSETS
Cash $ 19,269
Receivables from brokers and dealers 203,391
Securities owned, at market value (including non-readily
marketable secunties valued at $7,278) 144,506
Fees receivable 119,167
Furniture and equipment - net 3,014
Loans to stockholder 95,061
Other assets ' 48.480
$632.888
LIABILITIES AND STOCKHOLDERS’ EQUITY
LIABILITIES: ,
Accrued expenses and sundry liabilities : $ 19,850
Deferred tax liability . 400
Advances from stockholder 136.625
156,875
STOCKHOLDERS’ EQUITY:
Common stock - no par value: 200 shares authorized,

200 shares issued and outstanding 18,000
Additional paid-in capital 125,000
Retained earnings 333.013

Total stockholders” equity 476.013
$632.888

The accompanying notes are an integral part of these financial statements
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L. FLOMENHAFT & CO., INC.
STATEMENT OF OPERATIONS

YEAR ENDED NOVEMBER 30, 2001

REVENUES:
Commission income $ 242,019
Trading profits and losses - net (23,363)
Interest and dividends 18,821
Other income 143.536
381.013
EXPENSES:
Officers’ salary 44,200
Other salaries and compensation 56,640
Clearance charges 128,908
Rent and electric 73,264
Travel and entertainment 27,983
Interest and bank charges 947
Professional fees 78,813
Insurance 22,261
Auto expense 13,688
Communications 10,513
Equipment rental 14,830
Depreciation 3,816
Payroll and sundry taxes 9,392
Other 10.586
495.841
LOSS BEFORE INCOME TAXES 114,827
PROVISION FOR INCOME TAXES 1,506
NET LOSS $§ 116334

The accompanying notes are an integral part of these financial statements
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L. FLOMENHAFT & CO., INC.
STATEMENT OF CASH FLOWS

YEAR ENDED NOVEMBER 30, 2001

CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss , $ (116,334)
Adjustments to reconcile net loss to net
cash used in operating activities:

Depreciation 3,816
Deferred taxes (100)
Changes in assets and habilities: :
Recervable from brokers and dealers 13,847
Securities owned, at market value 8,581
Fees receivable 9,289
Other assets 15,199
Accrued expenses and sundry liabilities (6,529)
Income taxes payable (7.765)
NET CASH USED IN OPERATING ACTIVITIES (79.996)
CASH FLOWS FROM INVESTING ACTIVITIES:

Loans to stockholder (43.334)
NET CASH USED IN INVESTING ACTIVITIES (43.334)
CASH FLOWS FROM FINANCING ACTIVITIES:

Advances from stockholder 136.625
NET CASH PROVIDED BY FINANCING ACTIVITIES 138.625
NET CHANGE IN CASH 13,286
CASH - beginning 5.984
CASH - end $ 19269
SUPPLEMENTAL CASH FLOWS DISCLOSURES:

Income tax payments $ 8,613

Interest payments $ 19,167

The accompanying notes are an integral part of these financial statements
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L. FLOMENHAFT & CO., INC.
STATEMENT OF CHANGES IN STOCKHOLDERS’ EQUITY

YEAR ENDED NOVEMBER 30, 2001

ADDITIONAL
COMMON STOCK PAID-IN RETAINED STOCKHOLDERS’
SHARES AMOUNT CAPITAL EARNINGS EQUITY
BALANCE - November 30, 2000 200 $18,000 $125,000 $449,347 $592,347
Net loss - - - 116.334 116.334
BALANCE - November 30, 2001 200 $18.000 $125.000 $333.013 $76.013

The accompanying notes are an integral part of these financial statements
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L. FLOMENHAFT & CO., INC.
NOTES TO FINANCIAL STATEMENTS

NOVEMBER 30, 2001

NOTE 1 - NATURE OF OPERATIONS AND SUMMARY OF
SIGNIFICANT ACCOUNTING POLICIES

Nature of Operations

L. Flomenhaft & Co., Inc. (the “Company”) is an introducing broker-dealer of securities registered with
the Securities and Exchange Commission. The Company eams commission income for introducing
customer securities transactions to a clearing broker and generates trading profits and losses from the
trading of firm securities. Commissions are generated from customers located primarily in the Northeast
area of the United States. The Company also earns fees from investment banking services. Such fees arise
from security offerings in which the Company acts as an underwriter or agent. The Company also receives
an annual introductory fee from a foreign bank.

Basis of Recording Transactions

Securities transactions are recorded in the accounts on a settlement date basis.

Valuation of Securities

Marketable securities owned or sold but not yet purchased are valued at market with the resulting net
unrealized gains and losses reflected in earnings.

Furniture and Equipment

Furniture and equipment are valued at cost, less accumulated depreciation. Depreciation is computed using
both straight-line and accelerated methods over the estimated useful lives of such assets.

Income Taxes

For Federal and New York State tax purposes, the Company has elected to be treated as an “S”
corporation whereby the taxable income or loss of the Company passes through to the stockholders.
Provision has been made for New York City corporation tax and New York State taxes applicable to S
corporations.

The Company utilizes Statement of Financial Accounting Standards No. 109 (SFAS No. 109) to record
income taxes. Deferred income taxes reflect temporary differences in reporting assets and liabilities for
income tax and financial accounting purposes. The resulting deferred tax assets or liabilities are adjusted
to reflect changes in tax laws as they occur. The major temporary differences are depreciation and
unrealized gains on securities held for investment.




L. FLOMENHAFT & CO., INC.
NOTES TO FINANCIAL STATEMENTS
NOVEMBER 30, 2001

NOTE 1 - NATURE OF OPERATIONS AND SUMMARY OF
SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Concentration of Credit Risk

The Company maintains cash balances which at times may exceed the limits of the Federal Deposit
Insurance Corp. The Company is engaged in various trading and brokerage activities in which
counterparties primarily include broker-dealers, banks, and other financial institutions. In the event
counterparties do not fulfill their obligations, the Company may be exposed to risk. The risk of default
depends on the creditworthiness of the counterparty or issuer of the instrument. It is the Company’s policy
to review, as necessary, the credit standing of each counterparty.

Commissions

Commissions and related clearing expenses are recorded on a trade-date basis as securities transactions
occur.

Fair Value of Financial Instruments

The financial instruments of the Company are reported in the statement of financial condition at market
or fair values, or at carrying amounts that approximate fair values because of the short maturity of the
instruments.

Use of Estimates in the Preparation of Financial Statements

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting penod. Actual results could differ from
these estimates.

NOTE 2 - FURNITURE AND EQUIPMENT
Furniture and equipment at November 30, 2001, consist of the following:

Furniture $17.876
Equipment 48.360
66,236
Less: Accumulated depreciation 63.222
$ 3.014

Depreciation expense amounted to $3,816 for the year ended November 30, 2001.

-7-




L. FLOMENHAFT & CO., INC.
NOTES TO FINANCIAL STATEMENTS

NOVEMBER 30, 2001

NOTE 3 - STOCKHOLDER’S LOANS

A stockholder has loans from the Company which are payable on demand. Interest at 5.00%, in the
amount of $8,613, has been imputed on the loans and is included in net income for the year ended

November 30, 2001.

The same stockholder advanced the Company $136,625 in November 2001 which is expected tobe repald
in January 2002.

NOTE 4 - INCOME TAXES

Provision for income taxes for the year ended November 30, 2001 consists of the following:

- Current:
State § -
City 1.606
1.606
Deferred:
State -
City (100)
(100)
- Total 1.506

NOTE 5 - COMMITMENT

The Company occupies office space under a lease which expires September 30, 2005. Rental costs are
$5,537 monthly through September 30, 2003, and $6,090 through September 30, 2005. At November 30,
2001, the future minimum annual lease obligations are as follows:

Fiscal Year Ending Amount
2002 $66,440
2003 67,548
2004 73,084
2005 60,903
-8-




L. FLOMENHAFT & CO., INC.
NOTES TO FINANCIAL STATEMENTS

NOVEMBER 30, 2001

NOTE 6 - NET CAPITAL REQUIREMENT

As a registered broker-dealer, L. Flomenhaft & Co., Inc. is subject to the requirements of Rule 15¢3-1
(“The Uniform Net Capital Rule”) under the Securities Exchange Act of 1934. The basic concept of the
rule is liquidity, its object being to require a broker-dealer to have at all times sufficient liquid assets to
cover its current indebtedness. Specifically, the rule prohibits a broker-dealer from permitting its
“aggregate indebtedness™ from exceeding fifteen times its “net capital” as those terms are defined. On
November 30, 2001, the Company’s aggregate indebtedness and net capital were $19,850 and $170,622,
respectively. The Company’s net capital was in excess of the capital requirement by $70,622.

The annual report pursuant to Rule 17a-5 is available for examination at the Company’s office and at the
regional office of the Securities and Exchange Commuission.

NOTE 7 - PENSION PLAN
The Company has a defined benefit plan which covers substantially all employees who are twenty-one
years of age and have completed one year of service. The Company’s policy is to fund pension costs
accrued. For the year ended November 30, 2001, pension expense amounted to $-0-.

Accumulated benefits determined by actuarial valuation as of November 30, 2001 are as follows:

Actuarial present value of accumulated plan benefits:

Vested $982,654
Non-vested 2.607
Total $985.261

The weighted average assumed rate of return used in determining the actuarial present value of
accumulated plan benefits was 7%.

The Plan’s fair market value at November 30, 2001 amounted to approximately $669,000.

The above information is in accordance with SFAS No. 35 and does not take into consideration SFAS
No. 87.
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INDEPENDENT AUDITORS’ REPORT ON SUPPLEMENTARY INFORMATION
REQUIRED BY RULE 17a-5 OF THE SECURITIES AND EXCHANGE COMMISSION

L. Flomenhaft & Co., Inc.
New York, New York

We have aundited the accompanying financial statements of L. Flomenhaft & Co., Inc. as of and for the year
ended November 30, 2001, and have issued our report thereon dated January 15, 2002. Our audit was made
for the purpose of forming an opinion on the basic financial statements taken as a whole. The information on
pages 11 and 12 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 under the Securities Exchange Act of
1934. Such information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, except for the effects on the computation of net capital of not applying the
provisions of SFAS No. 87 as explained in the third paragraph of our report on page 1, such information is
fairly stated in all material respects in relation to the basic financial statements taken as a whole.

Ml 2 4

CERTIFIED PUBLIC ACCOUN

New York, New York
January 15, 2002
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L. FLOMENHAFT & CO., INC.

COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION

YEAR ENDED NOVEMBER 30, 2001

NET CAPITAL:
Total stockholders’ equity

Deductions and/or charges:
Non allowable assets:

Securities not readily marketable § 7,278
Non-allowable receivable 119,167
Receivables from non-customers 95,061
Furniture and equipment, net 3,014
Other assets 48.480

NET CAPITAL BEFORE HAIRCUTS ON SECURITIES POSITIONS
HAIRCUTS ON SECURITIES POSITIONS:

Debt securities

Other securities

NET CAPITAL

AGGREGATE INDEBTEDNESS:
Accrued expenses and sundry liabilities

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT:
Minimum net capital (the greater of $100,000 or
6-2/3% of aggregate indebtedness of $19,850)
Excess net capital

RATIO OF AGGREGATE INDEBTEDNESS TO NET CAPITAL

See independent auditors’ report on supplementary information
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$ 476,013

—273.000

203013

20,584
—11.807

32.391

$ 170,622

519850

- § 100.000

$§ 70622




L. FLOMENHAFT & CO., INC.
RECONCILIATION OF THE COMPUTATION OF NET CAPITAL
UNDER RULE 15¢3-1 TO COMPANY’S CORRESPONDING UNAUDITED
FORM X-17a-5 PART IIA FILING

YEAR ENDED NOVEMBER 30, 2001

NET CAPITAL AS REPORTED IN COMPANY’S UNAUDITED
FORM X 17a-5 PART IIA FILING $170.622

NET CAPITAL PER COMPUTATION INCLUDED
IN THIS REPORT $170.622

See independent auditors’ report on supplementary information
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL
REQUIRED BY SEC RULE 17a-5

To the Stockholders of
L. Flomenhaft & Co., Inc.
New York, New York

In planning and performing our audit of the financial statements and supplementary schedules of L. Flomenhaft
& Co., Inc. (the Company) for the year ended November 30, 2001, we considered its internal control in order
to determine our auditing procedures for the purpose of expressing our opinion on the financial statements and
not to provide assurance on internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have made a
study of the practices and procedures followed by L. Flomenhaft & Co., Inc. including 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(e). Because the Company does not carry securities accounts for
customers or perform custodial functions relating to customer securities, we did not review the practices and
procedures followed by the Company in any of the following: 1. Making the quarterly securities examinations,
counts, verifications and comparisons, 2. Recordation of differences required by rule 17a-13, and 3. Complying
with the requirements for prompt payment for securities under Section 8 of Regulation T of the Board of
Governors of the Federal Reserve System.

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 objectives. Two of the objectives 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 preparation of financial statements in conformity with generally accepted
accounting principles. Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the
preceding paragraph.

-13-




Because of inherent limitations in internal control or the practices and procedures referred to above, error 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 in conditions or that the effectiveness of their
design and operation may deteriorate.

Our consideration of internal control would not necessarily disclose all matters in the internal control structure
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 the specific internal
control components does not reduce to a relatively low level the risk that error 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 intemnal control, including control activities for safeguarding securities, that we consider to
be material weaknesses as defined above.

We understand 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 and
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 practices and procedures were adequate at
November 30, 2001 to meet the SEC’s objectives.

This report is intended solely for the information and use of 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

il i+ ooy i1

CERTIFIED PUBLIC ACCOUNTANT

New York, New York
January 15, 2002
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