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OATH OR AFFIRMATION

1, Frank Abella, Jr. swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Investment Partnersl Inc.

as of

December 31 A¥_2001, 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:

M\W

ngnamre

Chief Financial Qfficer
Title

N Public .
J - JANET ZARRO
NOTARY PUBLIC OF NEW JERSEY

This report** contains {check %%ﬁgﬁé@&%@lres me 24, 2002
(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 Propnetor 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.
(1) 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 Qath 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.

o O BR0oBEdIsneBes

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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- . _INDEPENDENT AUDITORS’ REPORT .

To the Board- of Dlrectors and Stockholder ot
- Investment Partners, Inc.
Plainfield, New Jersey

We have audited the accompanying statement of financial condition of Investment Partners, Inc. as of December 31,
- 2001, and the related statements of income, changes in stockholder’s equity, changes in subordinated borrowings, and
cash flows for the year then ended that you are filing pursuant to rule 17a-5 under the Securities Exchange Act of . 1934,
- These financial statements are the responsibility of the Company $ management. Our resp0n51b111ty is to-express an
_ opinion on these.financial statements based on our audit. = :
We conducted our audit in accordance w1th audmng standards generally accepted in the Umted States of Amer1ca
Those standards requlre 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 evaluatmg the overall financial statement presentatlon We
‘believe that our audit provides a reasonable basis for our opmton

In our opinion,-the financial statements referred to abov_e present'falrly_, in all matetial respects, the financial position )
of Investment Partners, Inc. as of December 31, 2001, and the results of its operations and its cash flows for the year
then ended in conformlty with generally accepted accounttng pr1nc1ples in- the Umted States of America.

Our audit was conducted for the purpose of forrmng an Opinion on the basic financial statements taken asa whole. The
.information contained in Schedules I; 11, and III is presented for purposes of add1t10na1 ana1y51s ‘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 opinjon, is talrly stated in all material respects in relatlon to. the basic flnanmal

statements taken as a whole.

BEDERSON & COMPANY LLP

West Orange, New Jersey
February 11, 2002
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e o o INVESTMENT PARTNERS, iNC.
: , " STATEMENT OF FINANCIAL CONDITION
‘ " DECEMBER 31, 2001 ‘

ASSETS

CASH - S , IR T8 7285
RECEIVABLES: _ o \ | e
Commissions o SRR o ‘ : o . ‘ 14,112
PREPAID EXPENSES =~ S ‘ 18,786
SECURITIES OWNED: | : , S
Marketable, at market value . . i » o L ‘ ' 879
Non-marketable, at cost - ' ; . P o 8,500
- EQUIPMENT, at cost, less accumulated - L ,
depreciation of $65 544 e " : - IR o 2,667
CASH DEPOSIT WITH CLEARING ORGANIZATION 100,698
TOTAL ASSETS . T C s15297

LIABILITIES AND STOCKHOLDER’S EQUITY -

LIABILITIES:

~ Accounts payable'and accrued expenses’ : , o L ‘ 3 20,277
- STOCKHOLDER’S EQUITY: -
Common stock, no par value; at stated value of $10 000 per share : o
200 shares authorized; 20 issued and outstandmg . o 200,000
Additional paid-in capltal ! ) _ : . . 868,739
, Accumulated>deflclt _ o , — T . ’ : (936,089)
TOTAL STOCKHOLDER’S EQUITY N IR 132,650
TOTAL LIABILITIES AND STOCKHOLD\ER’S_EQUITY‘ e o . . $152,927

The accompanying notes are an integral part |
of these financial statements.
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e . INVESTMENT PARTNERS,INC.. =~
P | ~ STATEMENT OF INCOME o ' \
YEAR ENDED DECEMBER 31,2001 . = |

‘ REVENUES

Commissions, net of clearlng and ﬂoor brokerage expenses of $115, 749 T s ' $285,82'1’
© Interest and dividends = IR o ' o R 13,916
Adv1sory placement and consultlng fees B \ . . ' ' ; : 1,705
Unrealized loss on 1nvestment in securmes S = ’ R ‘ (1,093)
TOTAL, REVENUE_S e AT . | 290,349
EXPENSES \
Employee compensatron and beneflts ‘ B . - _ , ’ . 199,575
Commumcatrons and market data costs , S S - « 26,178
: Consultmg and other professmnal fees - B Ny o 11,679
Regulatory fees and training . - ' S o ‘?_ L 5,176
Travel and entertainment : T i o I - k v 410,
Interest N S L o B 2318
I)e_preciation ’ ‘ R T ) o v . 1,873
, Insurance I L o ‘ o ‘ S 7,963
Postage and printing ‘ _ o k ‘ . ‘ : o . 7,554
Occupancy expenses R L — N ' 12,917
Office expenses and supphes o v . : o . ‘ oo 12,274
Service fees. S L S R . 1,629
» TOTAL EXPENSES o o ST o 289,546
INCOME FROM OPERATIONS BEFORE PROVISION FOR S
STATE AND LOCAL INCOME TAXES o ’ o o ‘ ’ 803
PROVISION FOR STATE ) o - v : ' , o
' AND LOCAL INCOME TAXES IR L o . 570
NETINCOME - . s - o s 33

The accompanymg notes are an mtegral part
of these financial statements.
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. ..« . INVESTMENT PARTNERS, INC.
- o N STATEMENT OF CHANGES IN STOCKHOLDER'’S EQUITY

'YEAR ENDED DECEMBER 31,2001~~~
_ * Additional . . -
Number ~ Common Paid-in - Accumulated )
Shares ' . _ Stock-. - Capital Deficit Total
BALANCES - begimning 20 $200,000  $868,739  $(936,322) . $132,417
Net income a3
- BALANCES - ending 20 $200.000  $868.739  $(936,089)  $132.650

The aécompanyirig notes are an infe‘gral part-
of these financial statements. .
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e '~ INVESTMENT PARTNERS, INC.
STATEMENT OF CHANGES IN SUBORDINATED BORROWINGS
" YEAR ENDED DECEMBER 31, 2001 - . -

SUBORDINATED BORROWINGS - beginning

Repayment of subordinated note -

SUBORDINATED BORROWINGS - ending

The accompanying notes are an integral 'part‘
' of these financial statements. .
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.+ INVESTMENT PARTNERS; 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 from operating activities;
- Depreciation
Unrealized loss on investment securities -
(Increase) decrease'in assets:
- Commissions receivable -
- Prepaid expenses
Decrease in‘liabilities:
Accounts payable and accrued expenses )

NET CASH PROVIDED BY OPERATING ACTIVITIES'
CASH FLOWS FROM INVESTING ACTIVITIES:

Deposit with clearing organization -

Purchase of marketable securltxes ‘

- NET CASH PROVIDED BY INVESTING ACTIVITIES -

CASH FLOWS USED BY FINANCIN G ACTIVITIES
" Repayment of stockholder loan

"NET INCREASE IN CASH
CASH - beginning

' 'CASH - ending

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Cash paid during the year for:
Income taxes

Interest .

The accompanying notes are an integral part
of these financial statements.. .
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NOTE 1-

INVESTMENT PARTNERS INC.
NOTES TO FINANCIAL STATEMENTS
 DECEMBER 31, 2001

SUN[MARY OF SIGNIFICANT ACCOUNTING POLICIES

Orgamzatlon

" Investment Partners, Inc. (the “Company ") is a wholly owned subsidiary of Investment,IDartners"'GroUp Inc.

a Delaware corporatlon (“IPG”)

The Company is incorporated under the laws of the State of New York and isa regrstered broker/dealer

with the Securities and ‘Exchange Commission (“SEC”) and various. states and isa member of the Natronal

Association of Securmes Dealers, Inc

The Company’s operations are conducted in its Ne\y, Jersey office. '

Cash and Cash Equrvalents

“The Company considers all hrghly hqurd debt instruments wrth a maturlty date of approx1mately three

‘months or less when purchased to be cash equivalents. -

" Accountmg Estrmates

The preparation of financial statements in conformity with generally accepted accountmg prmcrples requires
management to make estrmates and assumptions that affect the reported amounts of assets and liabilities and

" disclosure of contmgent assets and liabilities at the date of the financial stateménts and the reported amounts ,

of revenues and expenses durrng the period. Actual results could differ from those estimates,

1

Commlssmn Revenues

Commission revenues represent amounts earned by the Company tiet of related expenses retained by the

clearing brokers. Commission revenues and related expenses are recorded on a settlement -date basis.”
Recording commission revenues and related expenses on a trade date basis at December 31, 2001 would
not result in any material dlfferences :

, Deprecratron

Depreciation of equrpment is provrded ona strarght hne basrs using estimated useful hves of three (3) 10
five (5) years.

Income Taxes

Deferred taxes are provided on a 11abrhty method whereby deferred tax assets are recogmzed for deductible

temporary differences and operating loss carryforwards and deferred tax liabilities are recognized for
taxable temporary differences. Temporary differences are the differences between the reported amounts

- of assets and liabilities and their tax bases. Deferred tax assets are reduced by a valuation allowance when,

in the opinion of management, it is more likely than not that some’ portion or all of the deferred tax assets

will not.be realized. Deferred tax assets and hablhtres are adJusted for the effects of changes in tax laws .

_and”’ rates on the date of enactment

NOTE 2 -

SECURITIES CLEARANCE SERVICE AGREEI\/[ENT

The Company engages Bear Stearns Securmes Corp (Bear Stearns) as 1ts clearmg broker on a fully

disclosed basis, to perform all trade, settlement and related activities under a securities clearance service

agreement.

C ash‘of $100,698 has been deposited into a segregated account as required under this agreement.

o
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" NOTE 2 -

: INVESTMENT PARTNERS, INC.
NOTES TO FINANCIAL STATEMENTS -
o ‘DE_CEMBER 31, 2001

SECURITIES CLEARANCE SERVICE AGREEMENT (Continued)

" In accordance with. this agreement; the Company must maintain‘ net capitalb‘in excess of $150,000 and

ensure that the ratio of aggregate indebtedness to net capital does not exceed 10 to 1. At December 31,

2001 the Company’s net capital was $97,565, which was- $52,435 below the minimum net capital
requrrement of $150 000. The ratro of aggregate 1ndebtedness to net capital was approxrmately 21t01.

In cons1derat1on for a waiver of the net caprtal requirement, an officer of the Company, who is also the
presrdent of IPG, executed an Indemnity Agreement, effective March. 29, 1995. This agreement, which

" has no expiration date, applies whenever the Company’s net capital falls below the required amount. Said

. officer unconditionally and personally guarantees to Bear Stearns payment of all oblrgatrons 1ncurred and

'NOTE3-

arising pursuant to the terms of the Securmes Clearance Agreement.

INCOl\'IE TAXES

" The provrsron for i mcome taxes consists of current state’taxes of $570 and deferred taxes of $-0-.

At December 31, 2001, the Company had remalnrng net unused operatrng loss carryforwards of
approximately $224,000. with expiration dates through the year 2012, which may provide future Federal

. and state tax beneﬁts of approximately $76,000. However, the potentral tax benefits have been offset by

'NOTE 4-

a valuation allowance of $76, 000 due to the uncertarnty of realrzrng such benefrts

RELATED PARTY TRANSACTIONS‘ '

. The Company recogmzed approxrmately $1,328 of commission revenues from IPG. and approx1mately :
.$41,345 of commission revenues from an investment company managed by another affiliate; approximately

$10,845 of comrmission revenues from an officer and his family;’ and approxrmately $2, 735 of commission

revenues from employees and farruly members during 2001.

The Company currently occupres facrlmes owned by an ofﬁcer of the Cornpany and pres1dent of IPG, on
a month to month basis, wrth rent pa1d for 2001 in the amount of $7,000.

The Company has three 3) employee/ofﬁcers who are also officers of IPG and the affiliated companies.

‘Total compensatron and: beneﬁts pa1d to these: ofﬁcers by-the Company was approxrmately $l26 000.for

12001..

NOTE § -

COMMITMENTS AND‘F CONTINGENCIES

The Company sponsored a deﬁned contribution 40l(k) Plan for all non-union employees WhO have attamed

. age twenty-one (21) and. completed six months of service. The Plan allowed for a discretionary matching
. contribution by the Company equal to a percentage of the eligible employee’s elective deferral: The

Company elected to terminate the Plan effective in June 2001 and made no such contribution for 2001." The
Company currently sponsors a Srmple IRA Plan for qualifying employees with no Company matchmg
provision. ' .

.




NOTE 6 -

INVESTMENT PARTNERS, INC.
. NOTES TO FINANCIAL STATEMENTS
‘ DECEMBER _31, 2001

CONCENTRATIONS OF CREDIT RISK AND MAJOR CUSTOMERS

' In the normal course of business, securttres transactions of customers of the Company are introduced arid

cleared through the clearing broker. .Pursuant to agreements between the Company and the clearing broker,
the Company is responsible for losses mcurred by the clearmg broker that result from a customer’s failure
to complete such transactrons : ~

Commissions receivable from the clearing broker represent a concentratlon of credrt risk and prrmarlly-
relate to customer security’ transactrons executed through the clearrng broker.

The Company does not anticipate nonperformance by customers or the clearing broker in the above

‘situations. The Company s policy is to monitor its market exposure and counter party risk. - In addition,

“the Company has a policy of reviewing, as considered necessary, the credrt standing of the clearing broker

and customers with whrch it conducts busrness

* The Company, in the normal course of business, malntarns cash balances in financial 1nst1tutrons and the

clearrng broker which may exceed the Federal Deposrt Insurance Corporatron limits of $100 000. -

- For the year 2001 two (2) non—related customers accounted for approxrmately $159 OOO (40%) of
: comrrnssron revenues before cleartng and ﬂoor brokerage expenses :

NOTE 7 -

NET CAPITAL REQUIREMENTS

As a registered broker/dealer the Company is subject‘ to SEC Rule 15‘03-1,. which requires that the

Company maintain-minimum net capital, as defined, equal to the greater of $5,000 or 6-2/3% of aggregate-

indebtedness, as defined. Additionally, SEC Rule 15¢3-1 requires that the ratio of aggregate indebtedness
to net capital shall not exceed 15 to 1. Also, dividends may be declared ;and capital withdrawn only if

aggregate. 1ndebtedness is less than ten trmes net caprtal after payment of the dividend or the caprtal »
~withdrawal. .

At December 31, 2001, the Company had net capltal of $97, 565 which exceeded the requrrement by

$92,565. The aggregate indebtedness to net capltal ratio was approxrmately 2110 1.

. In accordance wrth the securities clearance services agreement with the clearmg broker, the Company must

maintain a minimum net capital of $150,000 and ensure that the ratio of aggregate indebtedness to net

* -¢apital does not exceed 10 to 1. As drsclosed in Note 2 the Company drd not meet the. minimum net capital
' requrrement as of December 31 2001 -

o
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S -~ INVESTMENT PARTNERS, INC.

COMPUTATION OF.NET CAPITAL FOR BROKERS -
AND DEALERS PURSUANT TO SEC RULE 15¢3-1 .-

DECEMBER 31, 2001 L

" SCHEDULE 1

Computation of net capital:-
Total stockholder’s equity -

Less - Nonallowable assets: .
" Prepaid expenses
Equipment, net
- Non-marketable securities
NASD self insurance-

- Net capital before haircuts on securities positions .

. Stocks
Net capital
.Computati‘on of basic net capital requirement:

l. Mrnlrnum net capltal requrred (6- 2/3% of total
aggregate 1ndebtedness)

2. Minimum dollar ‘net caprtal requirement of broker/dealer

Net csrpital reqrrirer'nent (greater of 1 or 2)

Excess net capital

AGGREGATE INDEBTEDNESS

Accounts payable, aecrued eXpenses ‘and. loan payable

6-2/3% of aggregate indebtedness’ ‘

~ Percentage of aggregate indebtedness to net capital

W

" $132,650

- (18,786)

(2,667)
(8,500)

(5,000

97,697

a3
97.565

$20277
$ 1352

20.8%

I




o . INVESTMENT PARTNERS, INC.
" RECONCILIATION OF COMPUTATION OF
NET CAPITAL PURSUANT TO SEC RULE 15¢3-1

IN THE AUDIT REPORT WITH COMPANY’S UNAUDITED FILING :

DECEMBER 31, 2001

SCHEDULE IT.

‘NET CAPITAL BEFORE HAIRCUTS ON SECURITIES '
PER UNAUDITED FILING ‘ ‘

AUDIT ADJUSTMENTS
Increase in expenses
. Increase in unrealized loss
" Increase in non-allowable assets o
. NASD self insurance
Net capital before halrcuts per financial statements .

Increase in haircuts on securities position .

NET CAPITAL PER SCHEDULE I

- $118,496

(2,597)
- (1,093)

(12,109)
__(5.000)

97,697
(132)
$97,565

i




. _ o INVESTMENT PARTNERS, INC.
‘ ’ COMPUTATION OF DETERMINATION OF RESERVE |
REQUIREMENTS FOR BROKERS AND DEALERS AND
- INFORMATION RELATING TO POSSESSION AND CONTROL
DECEMBER 31, 2001

SCHEDULE 1II

The Company is exempt from the reserve computatlon for possessmn or control requlrements of SEC Rule 15¢3-3 -
under Section (k)(2)(11) : .

(12)

Wk
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL ACCOUNTING CONTROL
o REQUIRED BY SEC'RULE 17a-5 '

. To the Board of Directors and Stockholder of
~ Investment Partners, Inc.
_ Plainfield, New Jersey .

In planning and performing our audit of the fmanc1al statements and supplemental schedules of Investment Partners,
Inc. (the “Company”) for the year ended December 31, 2001, we considered its intérnal control, including control
activities for safeguarding securities, in order to determine our auditing procedures for the purpose of expressmg our
op1mon on the financial statements and not to prov1de assurance on, the internal control

, Also as requlred by rule l7a-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 objectives stated in rule 17a-5(g) in making the pCrlOdlC computations of aggregate 1ndebtedness (or
aggregate debits) and net capital under rule'17a-3(a)(11) and for determining compliance - w1th the exemptive prov1s1ons
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 pract1ces and procedures followed by the Company in any of the
following: .

1. Making quarterly securities examinations counts, verifications, and comparisons
2 Recordatlon of differences requ1red by rule 17a-13.

3. ’Complymg with the requlrements for prompt payment for’ securmes under Sectlon 8 of Federal Reserve
Regulat1on T of the Board of Governors of the Federal Reserve System ' v

The management of the Company is respons1ble for establishing and maintaining an mtemal control and the practlces
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 practrces and.procedures can be expected
to achieve-the SEC’s above menttoned objectives. Two of the obJectrves of internal control and the practices and
- procedures are to are to provide management with reasonable but not absolute assurance that assets for which the
Company has responsrbrhty are safeguarded against loss from unauthorized use or disposition and that transactions are
executed in accordance with management’s authorization and récorded properly to permit preparatlon of financial
statements in conformlty with generally accepted accounting prmcxples Rule l7a-5(g) lists addltlonal objectrves of
- the practices and procedures listed in the preceding paragraph.

ay
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Because of inherent hmltatrons n mternal control or the practices or the procedures: referred to. above errors or fraud -
~ may occur and not be detected. ‘Also, projection of any evaluation of them to future periods is subyect to the risk that
it may become 1nadequate because of changes in conditions or that the effectlveness of the -design and operanon may

, detertorate : '

Our cons1deration 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 the specific internal control components does not reducé

1o 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 perlod by employees in‘the normal course of

" performing their assigned functions. However, we noted no matters involving internal control, including control | .

" activities for safeguardmg securities, that we consrder to be material weaknesses as defined above.

We understand that practices and procedures that accomphsh the obJectlves 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 objectrves 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 with SEC’s ob]ectrves

This report is intended solely for the use of management the SEC, and other regulatory agencies that rely.on Rule 17a-

5(g) under thé Securities Exchange Act of 1934 in their regulation of registered brokers and dealers and i is not intended
to be and should not be used by anyone other than these specified parties. - ‘ e

BEDERSON & COMPANY LLP

@u&wo—no‘ W”C‘f "‘foﬁo

West Orange, New Jersey
February 11, 2002
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