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SEC FILE NUMB'-R
% 47955
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FACING PAGE
Information Required of Brokers and Dealers Pursuant to 'on 17 of the -
Secunms Exchan,,e Act of 1934 and Rule 17a-5 'I'hereunder

REPORT FOR THE PERIOD BEGINNING 01/01/Q1 AND ENDING —12/31/01
. : ) MM/DD/YY : " MM/DD/YY

A A. REGISTRANT IDENTIFICATION .
NAME OF BROKER-DEALER: " ‘ )

' OFFICIAL USE ONLY
CEROS BROKER SERVICE, INC. | 37869
v - L v o FIRM ID. NO.
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) - ' )
17 MONSIGNOR O'BRIEN HIGHWAY - .
L . B (No.z:_:d&ma)
E. CAMBRIDGE . MA““*@*&AAMA‘W¢ Abas 02141 -
o ’ ] ] ] B {S ":‘}-’;‘ 'g %“2&}2 “Zip Cocﬂ
(Cuy) . ! 3*13’3 % wa,sa ‘ i 3
NAME AND TELEPHONE NUMBER OF PERSON rd GO \ ﬁ‘z O THIS REPORT
MICHAEL D. KOPPEL, CPA . . 781-407-0300

(Arca Code — Tedephonz No.)

"B accouwr,mr IDEN'I'IFICATION
INDEPENDENT PUBLIC ACCOUNTANT whose oplmon s contamcd In thxs chort'

GRAY GRAY & GRAY LLP

(Name - :/mdmmm! Stie last, fxm middle name;

34 SOUTHWEST PARK R WESTWOOD - _ MALC . . 02090 -
(Add::-.ﬂ) : . | ) '(me . . (S,u_z:) I . Zip Code)
. CHECI\ ONE: '
’ -'CXCcmf'xcd Public Accountant” . . o
T Public Accountant o T P C
O Accoun.am not resident in United SIaI!:S or any of its possessions. . S D : ROCESSED
T FOR OFFICIAL USE ONLY I MAYD 22
| | THO
L F’-"-'A?:',LS‘S\L

*Claims for exémpzion from the }equiremem thar the annual report be covered by the opinion of an independent pubiic accountant
must be supported by a statement of jacis and ciRgimsiances reiied on as the basis jor the exemption. See section 240.17a-3(e)(2).

C o 2. __ ‘ 7Qo'unun! prtsons whalare to respond to the coliection of information .
S“C 1410 (3 91) con:munl in this form are not required to respond unirss the form displays

a currtntly valid OO’!)J; conrrnl number.




*_ OATH OR AFFIRMATION

1, MARK HAUSMAN

) swear (or a.fﬁrm) that 10 the
best of my knowledge and belief the accompanymg xmanaal S‘Latcmcm and suppomng schcduls pcrxzumng to the firm of

CEROS . BROKER SERVICE NC.

. as of
2001, are true and corrcct. I fun}m swear (or afﬁrm) that ncnhcr the company

nor any partner, proprietor, principal officer or director has any proprietary imerest m any account classxﬁcd solcy as mm of
a customer, except as. follows:

DECEMRER 3]

%Mm -

7.

Tllk

~ SUSANR.FARRIS -
,“' lyCmnissm Expires
o KRS . ,ﬂ,“ m
This rcpon" conta.\ns (check all"appiicable DOXes):
(a) Facing page. '
(b) Statement of Financial Condmon
(c) Staternent of Income (Loss).. . :
(d) Statement of Changes in Financial Condmon
() Statement of Changes in Stockholders’ Equity or Parners' ‘or-Sole Proprietor’s. Capnal
(D Statememt of Changes in Liabilities Subordinated o Claims of Crcdnors
(2) Computation of Net Capital - -
- (h) Computation for Determination of R.scrvc chmrcm:ms Pursuam 1o Rule 15¢3-3.
- (1) Information Relating to the Possession or control Requirements Undcr Rule 15¢3-3.
(1) A Reconciliation, including appropriate explanation, of the Computauon of Net Capital Under Rule 15c3 1 and Lhc
- Computation for Determinarion of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.-

(k) A Reconciliation bctwccn the audited and unaudited Statements of Financial Condmon with respect .10 mcthods of con-
solidatjon. :

() An Oath or Affirmation.
(m)A copy of the SIPC Supplcmcmal chcm '
(n) A report describing any material madcquamcs found to exist or found 10 have :xmcd since the dat:: of the previous audn

Pe o o b 8 B 4l

Q”mn@&m@m@wg

nmu

-

" **For céhd{u‘orﬁs of gonﬁdenxial zreﬁxmefﬂ of certain p_om'o'ns. of this filing, see section 240,1 70-5-{e)(3).



SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form
X17A5

YNVIC AFPROVAL

UNITED STATES Expires:

OMB Number: 3z283-012

October 31, 20¢

Estimated averege burden
hours per responsa . . . .12.C

FOCUS REPORT
PART e

* (Financial and Operational Combined Uniform Single Repori)

(Please read ms'rmctxons before preparing Form.)

- This repon is bemg fited pursuant to (Check Apphcable Blockis)). .

21 Rute 1750) '

— 1) Rale 17a 5<a)”'

3) Rulejﬁ‘a:ﬂ _'

4) Special request by designated examining authority - 5) Other '
NAMZ OF BROKER-DZALER SEC FILE NO.-
. _ o 8-47955 [
CEROS BROKER SERVI_CE, INC. m FIRM LD. NO.
37869 .

ADDRESS OF PRINCIPAL PLACE OF BUSINESS (Do Nt Use P.O. Box No) -

17 MONSIGNOR_ O'BRIEN HIGHWAY

-

[20]

FOR PERIOD B:GlNNlNG (MM/DDIYY)

_! DOES R_SPONDM CARRY ITS OWN CUSTOMER ACCOUNTS?

"YEs[ o

an |

CHECK HERE IF RESPONDENT IS FILING' AN AUDITED REPORT

{No. and Street) O‘l /01 / 01 r;
- : _ : AND ENDING (MM/DDIYY)

E.CAMBRIDGE |21' MA ‘Zzl 02141 123| 12/31/01 B
(City) (State) . (Zip Code) . 2

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT (Area Code}—Telephone Nao.
MICHAEL D. KOPPEL, CPA" ~.-l30] .781-407-0300. 3
NAME(S) OF SUBSIDIARIES OR AFFILIATES CONSOLIDATED IN THIS REPORT " OFFICIAL USE .
2. - |3
34| RE
1 36 3
NO| x |4
[x 12

EXECUTION:

The reglstrant!brnker ordealer subm|ttmg this Form and its attachments and the. person(s)
by whom it is executed represent hereby that all information contained therein istrue, cor-
-rect and complete. It is understood that all required items, statements, and scheduins are
. considered integral parts of this Form and that the submission of any amendment represents
e AR " that all unamended items, statements and scheduies remam true, correct and’ complete

’ - as prevuousiy submitted.

Dated the 27M

day of WZ //%

_@ooz

Manua! signatu

4

. e

3

. Principal Exel

e Ofﬁcor or Managing Partner

3

Principal Financial Officer or Partner

.Principal Operations Officer or Partner

]

ATTENTION—Intentional mlsstate@nts or omissions of facts consti-
tute Federal Cnmmal Violations. (See 18'E:5.C. 1001 and.15 U.S.C. 78:f{a))

Potential persons who are to respond ‘to the coiiect:on of
mformanon contained in this form are not requned to respond

A mbecie o mcemmn et

S

SEC 1685 (10/99) 1 of



TO BE COMPLE. ) WITH THE ANNUAL AUDIT REi AT ONLY:

NDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report

NAME (If individual, state last, first, middle name)

 GRAY, GRAY & GRAY, LLP

ADDRESS v ' _
.34 SOUTHWEST PARK . WE! ey ' :
T U ; j—ﬁ—] WESTWOOD r7'2_| MA F?a—\- ~. 02090 m
Number and -Strest - ’ City . State Zip Code ‘
SHECK ONE I .
Xcertified Public Aczountant FOR SEC USE
Clpublic Accountant _
[0 Accountant not resident in United States '

or any of its possessions

DO NOT WRITE UNDER THIS LINE ... FOR SEG USE ONLY

"+ MMDDIYY

WORK LOCATION "REPORT DATE " DOC. SEQ. NO.

CARD

EX
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART II'

?ROKER CR DEALER

CEROS BROKER SERVICE,

INC.

N2

100

LIt

-

B
.C.

3 Recewables from noncustomers

“A. ‘Cash’ and fully secured accounts.

STATEMENT OF FINANC!AL CONDITION

99
98
198

asof(MM/DD/YY) 12/31/01
SEC FILE NO._B-4 'ZQ_'-'L'S
Consolidated
Unconsolidated

T

Non-Allowable Total

$

Cash segregatéd in compliance with tederal
and other regulations

1.116-

. Receivable from brokers or dealers and

clearing organizations:
A. Failed to deliver
1. Includable in “Formula for Reserve .
Requirements”

2. 0ther. oo e

. Securities borrowed:

1. Includable in “Formula for Reserve
Requirements

240

2. Other. i ittt

780

. Omnibus accounts:

1. Includable in “Formula for Reserve
Requirements” ... ... oo -

260

2. Other : ' \

| 270°]

. Clearing organizations:

1. Includable in “Formula for Resernve’
Requirements” )

790,

2. Other 31,431

31,431 800

E. 33,384

glns

550 810

. Receivables from customers:

A. Secufities accounts:

1. Cash and fully securéq accounts :

s 0 0 {7 33,384

2. Partly secured.accounts .

| s60°

3. Unsecured aCCOUMS . ...........i....
Commedity accountS........ic.en-n

570
580

Allowance for doubtﬂil ‘accounts

. 0 '

530

B. ‘Partly secured and unsecured accouhts .

50,665 [e00] _50,665_

[e30 ]

. Securities purchasee under agreements
. to resell .-

(o0 ]

g] [efe] [ole) 2

. Securities and ‘spot commodities. owned
“at market value::

- Bankers acceptances cemﬁcates of

deposit and. commercial paper...... P

B. U.S. and Canadian govemment
. obligations

C. State and municipal govemmenl .

- obligations

ele] 8]

D. Corporate obligations ..... REETI peeene . !

OMIT-PENNIES

'SEC 1635 3 0f 28



FINANCIAL AND OPEF  TONAL COMBINED UNIFORM. S

PART 1l

e REPORT

BROKER OR DEALER

CEROS BROKER SERVICE,

INC.

as of DECEMBER 31,2001

8.

9.

10.

" A. Exernpted

1.

12

13.

14:'.”

- 15,

E. Stocks and warrants . ........ i ...,
F. Options

'G.—Arbitrage
H. Other $8CUATES .. .. ...o.ooiiiilt.L.
L ~épon commedities ... oLl
Securities owned not readily marketable:

A At Cost ....1s - :

STATEMENT-OF FINANCIAL CONDITION

ASSETS

Aliowable -

340

Total

610

Other investments not readily marketable:
A AtCost..... s :

B. At estimated fair value ...... PP
Securitjes borrowed under subordination
agreements and partners’ individual and capi-
tal securities accounts, at market value:

d

securities ...$ 150

B. Other....... s 160

[ex ]

:zured demand notes-,
“et value of collateral:
xempted

securities ...$

470

0

[ ]|

'890

aberships in exchanges:
wned, at market
e S_

'wned at cost

ontrituted for use of company,
© o mar<et valee .

itment in and receivabies froma-ﬁiliates,

‘diaries-and associated partnerships
oy, fumniture, equipment, leasehold
. .vemeénts &1 rights under lease:

ments: . -
st (net ¢7 . umulated depreciation

: mortizat U
.Assets:

“idends
.+ 7 shipr

. ns.and nces
- ;cellanét .......................
TOT- . SETS

Les0]

e

0

o

630
i GSO'I

670 | ¥

910

o el os302 Tew] 5,500 [

_ 500 690

510 700

) 520 710 |- - -

X 5% 2,294 |70 2,294 - [o%

5. 66,271 s [1s 58,261 [740|s 124,532 940
' L o o ' ~OMIT PENNIES

-

SEC 1695 50f 28



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART Il

BROKER OR DEALER

CEROS BROKER SERVICE,

INC.

as of DECEMBER 31,2001

17..

18.
19.

21,

23.

Liabilities Liabilities™ Liabilities* ~ Total

Bank loans payable:

A. Includable in ::Formula for Reserve o T s 1240 Q 1460

Requirements” ............... . ... .... $ )

8 Other “- 040} ¢ 1250 0 1470

COther - ” 1230 |

Securities sold under repurchase agreement . . 260 _ 0 » .

Payable to brokers or dealers and

elearing organizations: i

A. Failed to receive:

. Includable in ‘,"Formula for Reserve 1050 1270, 0 ‘:r—"’Mgo I
Requirements”...........c..ooeun.. 1
5 Other - 1060 1280 1500

B. Securities loaned: )

1 lncluqable,nn "Formula for Reserve 1070 ‘ ' !: ‘ 0. [ts10
Reguirements™...................... . -
2. Other ". i 1080 — 1230 9 . 1520

C. Omhibds accounts: ' ' - - . -

1. Includable in “Formula for Reserve SR
- 1530
- Requirements” . ..........ccovuuiun.. 1090 Y 0
2. Other. . . , 1095, 1300 0 11540
D. Clearing organizations: o
. Includable’in “Formula for Reserve 1100‘ 0 1550
Requirements” ......... ... ..........

. 2. Other 26 1105 1310 26 1560
£ Omer oo L 11 T I
. Payable to customers: ] 4 S

A, Secunhes accounts—mc!udmg free credits _ 3 - ' : ) . R eorerrn |

T . - [120] ’ oY o |1580
Y S . .| 1590
-B. Commodmes accounts .. ... il ol T : - 1130} R i

Payable to non customers: - - v 1346 . - 1500

A. Securities accounts ........i..venin.n. s 1140 e i 0 1610
"-B. Commodities BCCOUMS .. vuyeerrnnnnns. 1150 . B 0 .

Securities sold not yet. purcha.sed at market e

vah:;-mcluc;mg arbxtrage [?60—] 1360+ 0. I 1620 i
"Accounts payable and accured habuhues ‘ B

- .and expenses: - O ' 1630

A Draftspayable ................. ... "jz 04 1640

B. Accounts payable...................... 23,004 1:80 . _23 . 256 Tees

C. Income taxes payable .................. 456 L Y _ ' Tano] n 5 650
" D. Deferred income taxes ................. - » : 0 — ; 0 1670

E. Accrued expenses and other liabilities . nsey - . o
& Other .'. 1200 1380 ~Q .. " 1168

............. - OMIT-PENNIES

STATEMENT -OF FINANCIAL CONDITION- - ~

LIABILITIES AND OWNERSHIP EQUITY -

AL ' Non-A.l.

“Brokers or Dealers electing the alternative net capital requirement method need not complete these columns.

SEC 1695 7028



“Brokers.or.Dealers electinig the altemative net capital requirement method need: not complete these columns.

" FINANCIAL AND OPEI IONAL COMBINED UNIFORM S. iLE REPORT
' PART 1l
3ROKER OR DEALER 'CEROS BROKER SERVICE, INC. ' 2s ol DECEMBER 31,2001
STATEMENT ‘OF FINANCIAL CONDITION
- LIABILITIES AND OWNERSHIP EQUITY (continued).
. R Al _ " Non-All:
Liabilities . . Liabilities* Liabilities* Total
4. Notes. and mortg ages. payable .
Al Unsecured . . ... B S . 1210 : o s 0 T1es0]
B.SeCUred ..ot 1 ‘ 121} 3 [13%0] 0 1700 |
5. Liabilities subordmated to claims . ’ ‘
of general creditors: , » . :
A. Cash bomowings: ...................... 1400 0 1710
1. from outsiders Y 3 . [ l o
2. Includes equity subordmat:on (15(:31(d))
of.... 3 ‘ ] - ]
B. Securities borrowings, at market value , . - I"”O | 0 [1720 |
from outsiders $ I 990 ] e : i :
C. Pursuant to secured dem : o .
collateral agreements: . andnote ........ : - 1420{Y 0- [1730]
1. from outsiders $ - I 1000 i .
2. Includes equity subordination (15¢3-1(d)) ... -
of... -8 L [1010]
D. Exchange memberships con . . . : : . .
. use of ?:ompany. at n?arket ::ﬁn;t??;fir‘ - _ b zY- ‘ |143°] = 0 1740
* E: Accounts and other bomowings not - : - _—
qualified for net capital purposes ........ 1220 1440 0 1750
5 ' TOTAL LABILITIES ............... $__23,486 1230 | .5 0 11450) 5 23,486 . |1760
] Ownershig Equity - S
L S0le PIOPRENOTSNID . ..., .o $ 1770 -
3. Partnership-limited partners ................ $ [t020] 1780
9. Corporation: - . e
A Prefen‘edstock ......... - i
.B. Common stock ............... e i e e PR e Y _150,000 ~ fi7e2
C. Additional pandmcapnal ....... SO s T SO SO TP eeearaans ) - 1793 |
D. Retained eamings ..... ... .. e (48,954) 1794
B TOtal i e 101,046 1795
F Lesscapl‘a!stbckm‘treasury............................_.....‘....A...................-...... .... '(' R ) 1796 ,
D TOTAL OWNERSHIPEQUITY ...l uie i e e 5101046 - }1800).°
3 TOTALUABIUTIESANDOWNERSHIPEQUITY.......,..»....-...‘............._.............;..$ 124 532 [1s10]

OMIT PENNIES

'SEC 1695 9 of 28



‘;J

FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART 1l
BROKER OR DEALER CEROS BROKER SERVICE, INC. as of DECEMBER 31,2001
COMPUTATION.OF NET CAPITAL
1. Total ownership equity from Statement of Financial Condition - Item 1800) it e $ 101, 046 3480
" 2. Deduct: Ownership equity not allowable for Net Capital ...........cccovnun.. e . ( — ) ?490
‘3. Totalownershupequntyquahf;edforNetCapltal.............‘....Q....;.., ........... et e 101,046 3500
4. Add: ' -
A. Liabilities subordinated to claims of general creditors allowable in computation of net capxtal ........... Y 0 3520
. B. Other (deductions) or aliowable credits (LISt . .......viieriiiniinirennnnneannns. e 2 Q13525
5. Total capital and allowable subordinated Habilifies ... ... .v.nerree et s 101,046 3530
6. Deductions and/or charges: ‘
A T lowable from . ]
S?étlz{:rﬁz;flof F?:anSisaT%zndition (NotesBand C)...ovevnnirnennennnenns $_ 58,261 [3540 l
1. Additional charges for customers' and
non—customers'gsecurity ai:counts ...................... e $ , [as50]
2. Additional charges for customers’ and '
NON-CUStOMETS’ COMMOGIY ACCOUNLS & .« v vv e e e eausnnnieeeenane 3560
B.. Aged fail-to-deliver........... e e naeae ety 3570
1. Number of items .................... M [3450] o
C. Aged short security differences-less .
- reserire o O S $ 3470 14 ‘3550l
nUMber of HeMS . ... vveeereererrennns. : : 3470 |- -
D. Secured demand note deficienCy .:.veunernaunreerneecenaeiaiarnnaias [ass0]
E. Commodity futures contracts and spot commodmes .
' .. - proprietary capital charges ........ e e e, 3600
F.” Other deductions and/or Charges. .. ............... . 3610 '
.G. Deductions for accounts carried under Ruie 15c3-1(a)6), (@D and (c)(2)(x) 13615 A < e
H. Total deductions andior ChAMGES ... ... e vneeescneenernraieanvaetsonrasnntrereeneasessnsasonss “{ : 58, 261” )| 3620
7. Other additions-andior Aliowable Credits (Lis). . . ...+ vvve s eemevnnsinienieneeismminenoinnannees 2o - 0 3630
8. Net capital before harcuUts ON SECUNHIES POSIIONS . « .« « « «evuueeessannnneranseeeeaeseeeeensinnean.. $ 42, 785 3640
9. Buaircuts on securities: (computed, where appficable, pursuant to 15(:3-1(0). ) i
A. Contractual secunhes commltments ................................ - 3660
B. Subordinated securities borowings.. . . .. .. . . T U 3670 |
C. Trading and investment securities: ‘, e
1. Bankers’ acceptances, cemfcates of depos:t and commercsal paper cer 3 3680
2. U.S. and Canadian government obligations .. ... .cooeeeveseains veer 3630 _
3. ‘State and municipal govemment obligations - ............... PR 3700 | :
4., Corporate ObHGAtONS . . ......'.oiuers s eeeneennnanseseanrrenies srof . -
5. StoCKS and WaITANLS .. . .eoueeaaeeeeeeeeeennreseaneeeaeeinnens 3r0 |
B. OPtiONS wvniiiiiiiiiiveeeiiianns e, 3730 }
| 7. Atbitrage.............. e, s e . : 3732
' 8. Other securities ............... e e I__ 7 44 3734
D. Undue CONCENMItioN .. .. oo e nsnin s e el e e e e eeeea e R 3650 | - - S
B OREE (ST v et e e e e 3736 | | 744 }| 3740
10, NEE CAPIAL w2« eteaeet et e et e e e e e e e e e e e et e e e e s 42,041 = laro

OMIT PENNIES

SEC 169511 of 2¢



FINANCIAL AND OPET |0NAL COMBINED UNIFORM SILE REPORT

PART i

ROKER OR DEALER *  CEROS BROKER SERVICE, INC. | as of DECEMBER 31,2001

COMPUTATION OF BASIC NET CAPITAL REQU!REMENT

'JOTES

A -
. Minimum net capital required (624% of line 19)............ s . e PRI + ‘1,566 3758
. Minimum dollar net capna! requirement of reporting broker or dealer and minimimum net capital requnrement ; y
of subsidiares computed in accordance with Note (A) ............ e S $__30,000 378
. Net capital requirement (greater of line 11 or12........ e T e e 830,000 3760
"Excess fiet-capitah (ine 101658 I8}« cv v iv v i v i el et e L 812,041 3770 °
E.xcess net capltal at 1000% (hne 10 less 10% of line 19) .................................... e .’;’Q?' 39 (692 - 3780
COMPUTATION OF AGGREGATE INDEBTEDNESS _ S
i Total AL hab:lmesfromStatementomeancnal Condmon................................- ............ $__ 23,486 |3790l"
. Add: : . . . . . ; o :
A Drafts for immediate Credit.. .. ... ...........ccoeerireeininaannanenns Is [a800]
B. Market value of securities borrowed for which. no equivalent value . '
is paid or credited ............... e eaenas . 3810
C. Other unrecorded amounts (Llst) e s $ Q 3820| ¢ 0 3830 |.
L Deduct: Adjustment based on deposits in Special Reserve Bank Accounts (153 EXINVI) et e S L | 3838
). Total aggregate: IVOEDICONESS . eee ettt ettt e e e e e e e e e e FEYSPPR L 523 484 3340
L. Percentage of aggregate indebtedness to net capital (line 19 by [ 1+ ... %__ 55 .86 3350
| Percentage of aggregate indebtedness to net capital after anticipated capital withdrawals ' . ' ' -
{line 19 =+ by lme 10 less ltem 4880 page 11)....%....o... e s S % 55.86- r—_l3853
COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT
atB
’_ 2% ‘of combmed aggregate debit ;tnms as shown in Formula for Reserve Requirements pursuant to Rule
' 15¢3-3 prepared as of the date of the net capital computatmn including both brokers or dealers and - .- I
consolidated SUDSIGIANES’ BebitS. L ... .. u.. st iies e i e e s ier et aaaaiearean s ranaaans, %$ 13870 §.
3. Minimum dollar net capital reqmrement of reporting broker or dealer and minimum net caprtal A .' .
/ requirement of subsidiaries computed in ‘accordance With NOte (). ......oovvvreeerrrerernenneeeeniaie. § 3880
€. Net capital requirement (greater of line 22 0r 23) ... ..vivernrreneeeennnnn. B R T TN 3760
3. Excess net capital (line 10 less 24) ;..\ ...ouiniiiinni.nls e e s AR 3910
3. Percentage of Net Capltal to Aggregate Debits {line 10.+ by line 37 page 8) «...vvuvvernnnnnnn. Cevieea. % 3851
_I. Percentage of Net Capital, after anticipated capital wnthdrawais to Aggregate Debits o } .
(Lme10lessitem4880page11-sbylxne17page8) .......................... e wrrenenen % . [3854l
- B. Net capital in excess of the greater of: ‘ : S : : - N
A 5% of combined aggregate debit items or's120,000_ R SO e $ ’3920l .
. Pl . . . N
OTHER RATIOS
anc . o . '
Q. Percentage of debt to debt-equxty total computed in accordance with Rule 15¢31 (d) Ciesecteneaeaaaann L% ' B I3860-.| .
0. Options-deductions/Net. Capital ratio (1000% test) total deductions exclusive of liquidating equity under ' o .
RU|915°3-1(&)(6),(a)(7)and(c)(2Xx)—NetCaprtal....;........................7‘ ............ [ % _]3852|

A} The minimum net caprta! requrrement should be computed by adding the mmrmum doltar net caprtai requnremem of the reporting ‘broker

dealer and, for each subsidiary to be consohdated the greater of: .
- 1. Minimum dollar net capltal requtrement or
2! 62/3% of aggregate mdebtedness or 2% of a aggregate debits if alternative method is used.

By Do not deduct the value of securities borrowed under subordination agreements or sécured demand notes covered by subordination agree-
. menis not in satisfactory form and- the market values 6f mernbérships in exchanges contnbuted for use of company (contra 10 xtem 1740)

and partners’ securities which were inciuded in non-allowable assets.

C) ‘For reports med pursuant to paragraph (d) of Rule 17a5, respondent should provxde a list ot material non—allowable assets.

.

— SEC 1695 130f28



o T T W - evmE W F AR E

BROKER OR DEALER .. . - . For the period (MMDDYY) from :‘)1 / 0 1 / 0 1 | 3932 ] t012/31/0lBs33
CEROS BROKER SERVICE, INC. Number of months included in this statement © 12 | 3931
REVENUE - v ' STATEMENT OF INCOME (LOSS)
1. Commissions: ' ——
a Commissions on transactions in listed equity securities executed On an eXChange ..................... $ 92,450 3835
b. Commissions on transactions.in exchangelisted equity. securities executed over- “the-counter . . : v, B ‘ 13937
c. Commissions on listed coption transactions .............. SO e I 44,740 13938
d. All other securities COMMISSIONS . ... ... vurree e e, S ! 79,827 3939
e. Total securities commissions ... ..... [ e T 217,017 3940
2. Gains or losses on firm securities trading accounts : : ) T . ..
¢ ° a From market making in overthe-counter equity securities ... ......... S, ene . are e . 3941 !
1. Includes gains or (losses) OTC marketl making in exchange fisted - _—
‘ equity seguntnes ( ..... ) OTC market makdn g ..... g ...... e ’ L ' |3943| o ’ o
b. From trading in debt securities ...................... . F e e i34
&, ‘From rharket fMaKing in aplions on a national securities exchange ............. e ' : 3945
d. From all other trading .......................... . et S : 13949
e. Total gains or (I0SSES) - .. ..euuuitit ittt s it . 3950 |
3..Gains or losses on firm securities investment accounts '
a. Includes realized gains {losses) ......... e . 4235
. Includes unrealized gains (10SS€S) ... .00 neunuennnnn. s - 4235 | “
c. Totalreahzedandunreahzedgams(losses)..................; ..... P e iaerraaas .Y. T - 3352
4. Profits or (losses) from underwriting and $elling GroUDS "+ .. v e ceeeeanvereeiaiemmeionioanarnennsns e - . ']3955]
a Includes underwriting income from corporate equity securities......:.. e 542371 . T
5. Margnnmterest....‘.............................................;..'..f;.-' ......................... - 3960
6. Revenue from sale of investment company shares ... ... e eeeaereiienas] e ieieea. leeie. . SRR 13970
7. Fees for account supervision, investment advisory and 23ministralive SEMVICeS . ....................... ve. .- 24,837 - 3675
8. Revenue from 1eSearch SErVICES .. ........o.ooveeineeeerennnn, U SRS e, - - . 3980
9. COMMOMItIES TBVEAUE .. ... .eee e e seaeanes el SRS SR - - ..|3990
© 10. Other revenue reldted 10 SETURtIES BUSINESS . - .\ ennnneeiesee..s O S S S Y. : e 3985
11. Other revenue ..................... S S 2,487 3995
12 TOal FBVBNUR .. ...ttt e Ll 8 244,341  |a030
EXPENSES . . ‘ o o - .
13. Regxstered representatives’ compensauon .................................. et e 8 : 4110
-14. Clerical and administrative employees’ expenses ........ e PSSR e e w4040
15. Salaries and other employment costs for general partners, and voting s‘(ockholder oﬁlcers et e Y 48,960 “‘4120
~ & Includes interest credited to General and Limited Partners capital accounts. . __{4130] B JE T
16. Fldor brokerage paid to certain brokers (see definition) . . ...eeeeraiieiaiaiin... PRUTSUO s ; 14055
17. 'Comrmssmns and clearance paid to all other brokers {see definition) .............. ERETERPRUNN e, ‘! 106 2 492 4145
18. Clearance paid-to RON-brOKErS (S86-ARRNION) - v . .- -+ e v enseeee e ee e e e e E e e e e L 14135
19; Communications .............. PR et eefaavaneeeaas e R 14060
20..0ccupancy and equipment costs ........... U e e, e .. ‘ . . 14080
* 21, Promotional costs . ...... e i S R S 4150
| 22 Interest expense ,............. S S e e . 0 Jaors
" " a Includes interest on accounts-subject to subordmatxon agreements Credee e U . }Wﬂ
23. Losses in"emor account and bad debts .......ieiennnt. feederrieans Meesearesieaaaee e P P — 4170
24. Data processing costs (mclucmg service bureau service E:hargés) O SO e i X : ' - 4186
25.- NON-ECUMTING Charges.. .. .. ...nennn.... ... O R ; 4190
26. Regulatory fees and ‘expenses..... S U ~ '2,'864 . 14185
27. Other expenses .......... U e e S s 81,149 4100
28. Total expenses............ SO e i e e, 8239, 465, 14200
" NET INCOME . B ’ ' ' ‘ o o
E .- 29. income (loss) before Federal income taxes and items below (tem 12 less ltem 28) .............. P 4,876 . 4210
30. ProwsxonforFederaimcornetaxes(forparentomy)...; ................ .- ) (439) . 14220
é " 31. Equity in eamings (losses) of unconsolidated subsxdxanes not mcluded above . ¥ PR e Y . : 4222
‘ a After Federal income taxes of .......... [ TTP | I J 4238 ] ‘ :
- 32. Extraordinary gains (iosses) ..... e e e e e e e e o) A224
" . a After Federal income taxes of ....... meanas = : [423?] '
33. Cumulative effect of chandes in accounting principlés .. . et JR O e e : ‘ 14225
34. Net income (loss) aﬂer Federal income taxes and extraordinary items ......... cariieeenas e, e S 4,43 7_ 4230 |
. MONTHLY INCOME" ' ' ' . :
35 Income (current month only) before provxsxon far Federal income. taxes and extraordmary items ............ $ _ l4211j l
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FlNANCIAL AND OPF" '\TIONAL COMBINED UNIFORM S'GLE REPORT

= B PART I

BROKER OR DEALER CEROS BROKER SERVICE, INC.

as oDECEMBER 31,2001

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS

FOR BROKER-DEALERS UNDER RULE 15¢-3-3
(See Rule 15¢3-3, Exhibit A and Related Notes)

SREDIT BALANCES

1. Free credit balances and other-credit balances in customers’ secﬁrity ’
accounts (see Note A, Exhibit A, Rule 15e33). .. ... viiiiaranrerneneenans A

2. Monies bommowed collateralized by securities carvied for the accounts of )
-'customers (See Note B) ......

3:~-Memes payable agamst customers’ securities loaned {see Note C) ..........
4, Customers’ securities failed toreceive (see Note D) ... ..voiiiiniianann

5. Credit balances ‘in firn accounts which are attnbutable to pnncnpa! sales
Lo R oy (e 1T oA

6. Market value of stock dividends, stock splits and similar distributions
receivable outstanding over 30 dalendar days .. ....cieieiiiiniaiieaiaen

7. **Market value of short Security count differences over 30 calendar days old .

8. **Market value of short securities and credits (not to be oftset by longs or by Y
debits) in all suspense accounts over 30 calendar days.......coeeeeennenns -

9. Market value of securities which are in transfer in excess of 40 calendar days
and have not been confirmed to be in transfer by the transfer agent or the
issuer duting the 40 days

10, OB (LSt e et et ie e it e e s
11. TOTAL cREorrs_

DEBIT BALANCES

12 **Debit balances in customers’ cash and margin accounts exchuding.un-
secured accounts and accounts doubtful of collection net of deductions
~ pursuant to Note E, Exhibit A, Rule 15633 .. .. ovciiervirenennnesnans

13. Securities borrowed to sffectuate short sales by customers and secuntles
" borrowed to make dehvery on customers’ securities failed 1o deliver ........

14. Faﬂed to deliver of customers’ securities not older than 30 calendar days..
15. Margin required and on deposit with Options Clearing Corporation for all

option contracts wntten or purchased in customer accounts (see Note F) ceee

16. Other (List) . ,
17. **Aggregate debit items

N R I

18. **Less 3% (for altemative methed only-—see Rule 15c3—1(f)(5)()) R PR

19._ **TOTAL'15¢33 DEBITS. .. .. A N

RESERVE COMPUTAT)ON

20. Excess of total debits over total credits {line 19 less line 11) ...... e eieieeeeaeeaea,
21. Excess of total credits’ over total debits (line 11 lesstine 19) . ..ivueniiiiinniann e
22, If computation perrnnned ona month)y basis, ‘enter 105% of excess of total cred'lts over total debits

‘ 23, Amount held on deposit in “Reserve Bank Account(s)," inciuding vaiue of quahfled securities, at end of

© FEPOTtNG PEHOT . ...\ ittt teeni it e teennnee e e .

24. Amount of deposit {or withdrawal) including

$_ : 4515 | value ot qualified secunnes e ieaeraenaeaanas
25."New amount in Heserve Bank Account(s) after adding deposit or subtracting withdrawal mcfudmg
3 ' i4525 ] value of qualified secunues ....... e ieeer e

26. Date of deposit { MMDDYY)

‘FREQUENCY OF COMPUTATION

27. Danly='° : l l Weekly ___ ‘ i Monthly

0 ,1:4430 }

g laamo

y} 4471,

3

0 .| aa72’

[a32a]

**In the event the Net Capital Requxrement is computed under the alternative methed, this “Reserve Formula” shall

be prepared in accordance thh the requirements of paragraph {fy of Rule 15¢3-1.

-0 4530

{4540

OMIT PENNIES

SEG 1695 17 0f 28 ;.

Vi



- FINANCIAL AND OPERATIONAL COMBINED UNlFORM SINGLE REPORT
'PART Il -

BROKER OR DEALER

CEROS BROKER SERVICE, INC. as ol DECEMRER 31 2001

. COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS -
FOR BROKER-DEALERS UNDER RULE 15¢-3:3 (contmued)
EXEMPTIVE PROVISIONS

28. If an exemption from Rule 15¢33 is ctarmed identify below the section upon wh|ch such exemptron is - based
{check one only)

A (RKT) — $2,500 capital category as per Rule 15631 . ..o \vovreennn.. e et ,';s . ' - " |ass0-
-B. (KK2YA) — “Special Account for the Exclusive Benefit of customers” ‘maintained . .. .. e __l4se0

. C. (kN2XB) — AN customer transactions cleared through another broker-dealer on a fully disciosed basis. ' e
.z Mame of clearing firm .. SEC 17574 o . [asas] T X [asm)
D. (kX3) — Exempted by order of the COMMISSION ..........covvvenns e . o 4580

Information for Possession or Control Requirements Under Rule 15¢3-3 '

‘State the market valuation and number of rtems of:

1. Customers' fully paid securities and excess margin securities not in the respondent s possession or control
~ as of the report date{for which instructions to reduce to possession or control had been issued as of the
. report date) but for which the required action was not taken by respondent within the time frame specmed

under Rule 15¢3-3. Notes A NGB L.l S ‘ 4586 |

A. Numberofitems .....0...0 . ... ... P S S ' 4587
2. Customers’ fully.paid securities and excess margm securities for which instructions to reduce to possession ' '

or control had not been issued as of the report date, excluding items arising from “temporary lags whrch _ :

result from normal business operations” as perrnmed under Rule 15¢3-3. Notes B,Cand D ....... ... ... .S : i 4588

A, Numberofrtems .................. L 4589 |-

- : L ' . "OMIT PENNIES -

3. The system and procedures utilized in complymg with the requirement to maxntam physrcaj possessron '

or control of custemers’ fully paid and excess margin securities have been tested and are functioning . , L R

in a-manner adequate to fulfill the requrrements of Rule 1503-3 B ‘._Yes —_— 14584 ] - No. o 14585

'NOTES

A—Do not include in item one customers fully paid and excess margm seeuntres requrred by Rule 15¢33 to be in possessron or control but for
which no action was required by the respondent as of the report date or requnred ac'uon was taken by respondent within the hme frames _
specified under Rule 15¢33.

B--State separately in response to items one and two whether the securities reported in response thereto were subsequently reduced to pos-

. session or control by the respondent.

'C—Be 'sure to-include in item two only items not ansxng from “temporary lags which resutt from normal busmess operatrons" as permrtted un-
. der Rute 15¢33.
D—Item two must be responded to only wrth report which is filed as of the date selected for the broker’s or dealer's annual auo‘rt of flnancral
'. statements, whether or not such date is the end of a calendar quarter. The response to item two should be filed within 60° calendar days af- -
. ter such date, rather than with the remainder of this report. This information may be. requrred on a more frequent ‘basis by the Commrssron .
- or the desrgnated exammmg authonty in accordance wrth Rule 173—5(3)(2)('VL ’

.

-

S 3 S SEC 1695 190f 28"



FINANCIAL AND op™ MATIONAL EERMTBI}NED UNIFORM. "NGLE REPORT

as of DECEMBER

BROKER OR DEALER CEROS BROKER SERVICE, INC. 21,2001
SCHEDULE OF SEGREGAT]ON REQUIREMENTS AND EUNDS'IN SEGREGATION
A CUSTOMERS' REGULATED COMMODITY FUTURES ACCOUNTS
SEGREGATION REQUIREMENTS
1. Net ledger balance: .
A Cash ........................................................................................ 7010
S -Br “Securities (at Market): . cxauiii i i e 17020
2.'Net unrealized profit (toss) in open futures contracts traded on a contract MAKet oo ve e ey T - 7030
3. Exchange traded options: : ’ ; .
A. Add: Market Value of open optic~ contracts purchased on a contract market . e e R 7032
. B. Deduct: Market Value of open option contracts granted (sold) on a contract market ................o.... 7033
4. Net equity (deficit) (total of 1, 2 and K| Y A 7040
--5..Add accounts fiquidating to a deficit and accounts with debit balances with no-opentrades ............... 7050
6. Amount fequired to be segregated (total Of 5 and §) ..o .. e it eneisens e e e 7060 .
FUNDS ON DEPOSIT IN SEGREGATION
7 Deposited in segregated funds bank accounts:”
E O O . U A S 7070
7 B! Securities representinig investments of- customers’ funds (at market) ...... . U e 7080
" C. Securities held for particular customers or option customers. in lieu of cash {at mar*ket) ......... PO 7030
8. Margins ‘on deposit with clearing orgamzatxons of contract markets: : ,
AuCaSh Lol e e S AT 7100
B. Securities representmg mvestmems of customers’ funds {at Marke) ... .oviererririernrneeraaneennnn. 17110
"+ C. Securities held for particular customers or option customers in fieu of cash {at marke') .................. . 7120
9. Settlement due from (to) clearing orgamzatlons of contract Markets . ..ooununnin {7130
10. Exchange traded options: . - . N - :
A. Add: Unrealized receivables for ophon contracts purchased on contract markets....... e e 732
B. Deduct: Unrealized obligations for option contracts granted (sold) on contract markets :................ 7133
11. Net equities With Other FOMS .. ... ... .. ...ttt o e e e e e e et e e 7140
12. Segregated funds on hand: —
SACGBSN L e 7150
B. Securities representing investments of customers funds (at market) ......... . Ceiaen e L 7150
C. Securmes held for particular customers in lieu of cash (at market) it iareaiaes e e 7170
13. Total amount in segregatnon (total of 7 through 12) ....0.oete e e e s ‘ 7:2 ’
7 S

14. Excess (insufficiency) funds m segregation (13 minus 6)..:... e S e e e S

SEC 1695 21 of 28




FARI NI

BROKER OR DEALER  CEROS BROKER SERVICE, INC. ‘ ~ asof DECEMBER 31,2001

Ownership Equity and Subordinated Liabilities maturing or proposed to be _Withd,ra?vp_within the next six months

and accruals, (as defined below), which have not been deducted in the computation of Net Capital.

.

Type of Proposed ' R  Amount'10 be

e

Withdrawal or R , " Withdrawn (cash (MMDDYY) Expect
Accrual ' . o Insideror ~ -amount and/or Net Withdrawal or to
See below for Outsider? Capital Value of Maturity Renew
.___code to.enter Name of Lender or Contributor ~~ (In or Qui) ‘ Securjties) _ - Date (Yes or No)
A 4610 4611 [4612 | . i4513 l B |4514 ] , [2s15
5 [4520] 4621 | ‘4522| ]46?3} ‘ “14524‘] ~ [as2s
Y [s2] [as31] =3 [ss33] ~  [asza] - [ae3s]
T [4640] (4821 ] [4sa2] [4643] [asas] [as4s |
y [4550 | [as51] [4652] [4853] [agsa] ~  [aess]
Y [aes0] [4651 | [4s62] |465:§'| -~ [ae64] mrra
o {4570 l i‘4571 ] 4672 _jes73 ‘ : 4574 "4675 l
¥ [4620] [4e81] [4s82] [ase3]_ 684 ] [asss |
M 4690 4691 [45s2] [4693 l 4694 4695
Tota s - 4699°
o ' " OMIT PENNIES
*To agree with the total on Recap {item No. 4380)
“Instructions:  Detail Listing must include the total of items maturing during the six month pericd following the report date, regardless of whether
R or. not the capital contribution is expected 10 be renewed. The schedule 'must also include proposed. capital withdrawals scheduled
within the six month period following the report date including the proposed redemption of stock and payments of liabilities secured
by fixed asséts (which are considered allowable assets in the capital computation pursuant to Rule '15¢3-1{c}2)iv)}, which-could be required
by the lender. on demand or in less than six. months.- - S .o ‘
WITHDRAWAL CODE: *  DESCRIPTIONS .
' 1. * Equity Capital’
‘Subordinated Liabilities
Accruals - ’

15¢3-1(cX2fiv) Liabilities

SEC 1695 23 0f 28
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Capltal Withdrawals

PART Il ‘»
BROKER ORDEALER  CEROS BROKER SERVICE, INC.. as of DECEMBER 31,2001
| RECAP -
“Ownership Equity and Subordinated Liabilities maturing or proposed to be withdrawn within the next six months
and accruals, which have not been deducted in the computation of net capita. .
1. Equity Capital
A ‘Partnershi’p Capital: » _ : :
1 GeREral PAMNEIS . ... e e e s R 4700
R LMIEG £ 1mt ct et e e e 4710
"3, Undistributed Profits . ....... O U . : 4720
4. Other (describe below) ......... ST e 4730
5. Sole POPAGIONSIID « ..o\ evuessysseeeee s easinetaeaarannenanes | 4735
B. Corporation Capital: L
1. Common 'Stock .................................................. 4740
2, Prefermed SIOCK « ...ttt is et ii i e 4750
3. Retained’ Eamings (Dmdends and Othen) .. ... i e Y i 4760
- 4. Other {describe below) ... t...eiieeeunsiiiiinneeiaiesieenee AT70
2. Subordmated Liabilities - : L
"A. Secured Demand NOES ... .. viveeeneessiiness S - ‘ 4780
- B. Cash Subordinates....................... e ‘ 4790
C. DEDENIUIES & ettt i v e e et aeas 4800
D. Other{describe BEIOW). ... .v\ue et te et et eie e enaaaeamnnn 4810
3. Other Anficipated Wxthdrawals ‘
DAL BOMUSES L.t e e i el 48290
B. Voluntary Contributions to Pens;on or Profit ‘Sharing Plans ............ . ‘77 4860 .
C. Other (describe below) ................................. e o 14870} . ‘
. Total ......... e SOOI TR P e s a0}
4. Description of Other o ' ’ ' . 4
. STATEMENT OF CHANGES IN OWNERSHIP EQUITY .
’ o (SOLE PROPRIETORSHIP PARTNERSHIP OR CORPORAT!ON) ‘

1. Balance, beginning of pericd-........... el e s $_ 96,6009 4240
A.Netmoome(loss)...L......-.-.'...‘..."...‘..;- ........... i reneeaeans s s 4,437 4250
© B.- Additions (includes non—confonmng capital Of et s - . 4262 ).'. ' 4260 |

. C. Deductions {includes’ non-conformmg capltal of veon... s ceereens $ : '4272 ) 4270
C 2. Balance,endofpenod(s:romnem1800)....'.-..;...Q.-.'...L.L....‘...............;...,,.A...'.: ........... 3 101 046 4290
STATEMENT OF CHANGES iN LlABlLlT]ES SUBORD)NATED
o ) TO CLAIMS OF GENEHAL CBEDITORS
.3 Balance begmnmg of penod .......................................................... . S 4300
AUIACTBASES - v oo o e e 4310
B: Decreases...............; ............. NP e s S [ 14320}
4, Balance end of penod (From ltem 3520) ................................................. 3 . . 14330
L . OMIT-PENNIES
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART I
BROKER OR DEALER CEROS BROKER SERVICE, INC. as of DECEMBER 31,2001
) FINANCIAL AND OPERATIONAL DATA
1. Month end total number of stock record breaks unresolved over three business days  Valuation Number
A BTEaKS JONG ottt e "s 4830 4900
B. breaks ShOM ......oiiiiii it o § f4s10|Y, 4920
2. Is the firm in compliance with Rule 17213 regarding periodic count and verification

K (Check one)
. Personne! employed at end of reporting period:

of securities positions and locations at least once in each calendar quaner‘?

e e e et i et Yes:] No:]

Lasao |

A. INCOME PrOGUCING DEISOMME .. et v sttt e ettt e e e e ee e e e et e e e e et et ae e ie e 4950
B. Non-income producing personmel (@Il OEr . ... ... eot e ittt aiae i iiaare e 4960
0T T R TR 4970
4. Actual number of tickets executed during current month of reporting period. .......ooeiiiiniii ... 4980
5. Number of corrected customer confirmations mailed after settlement date ........... ..ot 4330
Debit Credit
No. of tems {Short Value) No. of ltems ~ {Long Value)
6. Money differences .................. M 50004 s 5010 5020 | ¥, 5030
7. Security suspense accounts .......... 50405 s 5050 5060 | s 5070 |
8. Security difference accounts.......... 5080 s 5080 5100 | s 5110
9. Commodity suspense accounts . ...... 51201 5 5130 15140} g 5150
10. Open transactions with comespondents, '
. other brokers, clearing organizations,
depositories and interoffice and inter- .
company accounts which could result . ) . ’
rqe — .
30 colondar Gayo e [ewls_ - [am) [s180] s 5150
11. Bank account reconciliations — un-
© resolved amounts overztooc:lend?days 4 r—jy.s 5210 7': _ [s20] 5_ ‘ 5230
5 , ;
B R anetels ovr 40 calendar days, 5290 [sz0] _ 0] s [seno]
13. Transactions in reorganization accounts ' ' = —; ‘
— over 60 calendardays............. 7! : 5280 | s 5290 : 5300 |15 5310
14, TOtal s e e e 5320] s 5330 5380 s 5350
No. of Items . Leger Amount . Market Value
15. Failed to dehver 11 business days or longer (21 busmess : . - -
days or longer in the case of Municipal Securities) ........ 5360 s ' 15361 5362
16. Failed to receive 11 business days or longer (21 business : : . .
days or longer in the case of Municipal Securities) ....... . o 8383 s . 5364 s 53635
17. Security concentrations (See instructions in Part I): : : o - o
A Propnetaryposmons.._..._..........;...............l.:..........'.\...’...,.l ............ e $_ 5370
B. Customers’ accounts under RUIE 15633 ... uunn.eennnnnnoreneiosoermneenennanns e L8 5374
18, Total of personal capital borowings due- within six moONthS ........... e e eee.. 8 5378
19. Maximum haircuts on underwriting commitments during the PEOG. & anenurennns e PO L4 . - 5380
20. Planned capital expenditures for business expansion during next six MONAS «vvvveeeeannns. et -§ 5382
21. Liabilities of other individuals ‘or organizations guaranteed by respondent [ P [P, 3 5384 )
,22._Leaseandrentalspayablethhmoneyear ....... O D P 5386
23. Aggregate lease and rental comm|tments payable for entnre termn of the lease . i
AL BIOSS + et e e e e $ 5388
B. Net 5390

"OMIT PENNIES
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GRAY GRAY (7GRaY L

CERTIFIED PUBLIC ACCOUNTANTS
THE NEXT GENERATION IN ACCOUNTING

INDEPENDENT AUDITORS' REPORT

Board of Directors
Ceros Broker Service, Inc.

We have audited the accompanying statements of financial condition of Ceros Broker Service, Inc. as
of December 31, 2001 and 2000, and the statements of operations and accumulated deficit and cash
flows - direct method for the years 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's
management. Our 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.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Ceros Broker Service, Inc. as of December 31, 2001 and 2000 and the results of
its operations and its cash flows for the years ended December 31, 2001 and 2000 in conformity with
accounting principles generally accepted in the United States of America.

Our audit was made for the purpose of forming an opinion on the basic financial statements taken as a
whole. The other financial information section, presented for the purposes of additional analysis, is not
arequired part of the basic financial statements, but is supplementary information required by Rule 17a-5
of the Securities and Exchange Commission. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated in all
material respects in relation to the basic financial statements taken as a whole.

Gray Groy ¢ Geoy. Ll
GRAY, GRAY & GRAY, LLP

February 20, 2002

34 SOUTHWEST PARK o WESTWOOD, MASSACHUSETTS 02090
TEL:; 781-407-0300 o FAX: 781-407-0303 o E-MAIL: GRAY@GRAYGRAYGRAY.COM o WEB: WWW.GRAYGRAYGRAY.COM
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LIABILITIES AND STOCKHOLDER'S EQUITY

O December 31
2001 2000
CURRENT LIABILITIES T R

‘Accounts payable E $ 12,007 $ 12,688
. Income taxes payable et 2456, ne e 456
+ Due to officers 11,023 RIRETE 5,717
- Due to broker,, . _ Qi 33,280
i TOTAL CURRENT LIABILITIES v, 23486 ., > 52,141

STOCKHOLDER'S EQUITY T T T S
: Common stock, Class A, voting,.$1.00 par value, 1:1¢ o .05 60 +.00150,000 150,000
Accumulated deficit (48,954) (53,391)
* TOTAL STOCKHOLDER'S EQUITY e 101,046 96, 609
TOTAL LIABILITIES AND STOCKHOLDER'S EQUITY $ 124,532 .$148,750

The accompanying rotes are an integral part ofithrese financial'statements.

23
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Year Ended December 31,
2001 2000

RECONCILIATION OF NET INCOME (LOSS) TONET.CASH ., [, ... 5+ * ¢ ouniy o e
(USED) BY OPERATING ACTIVITIES: R

Net income (loss) codont adio ban o, B 4,437, ;. $. (33.188)
Adjustments to reconcile net income (loss) to net cash s, @ e
(used) by operating activities: LBt 2ov L oae
Depreciation N 1,406 . ,~:1,399
Net realized and unrealized gains (361) (2,897)
(Increase) decrease in assets: o IVOTIALURTARIO e ) e
Commissions receivable 57,131 (45,698)
Income taxes receivable and prepaid St v U ey o 0010 418,162 -
Prepaid expenses Cobmuers Loty ey 3940 (885)
-+ Due from affiliate i1 (34,196) - ,,(16,469)
Deposits 0 4,030
Increase (decrease) in liabilities: Tl YT Den TRy R S S
Accounts payable (681) (868)
- Due to officer . 15,306 o i 27
Due to affiliate 0 (64,495)
- Due to broker . (33,280) v - 33,280
TOTAL ADJUSTMENTS (5,069) _(74,414)
NET CASH (USED) BY OPERATING ACTIVITIES $ _(632). $(107.602) .

The accompanying notes are an integral part of these financial statements.
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CEROS BROKER SERVICE, INC.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2001

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES

Principal Business Activity - Ceros Broker Service, Inc. is an introducing broker in the business of trading
securities. The Company is a registered member of the Securities and Exchange Commission, the
National Association of Securities Dealers, the National Futures Association and is registered with various
state securities commissions.

Property and Equipment - Property and equipment are stated at cost, less accumulated depreciation.
Expenditures for routine repairs and maintenance are charged to operations as they are incurred while
those which significantly improve or extend the lives of existing assets are capitalized. Depreciation is
computed using the straight-line and accelerated methods.

Concentrations of Credit Risk - Financial instruments which potentially subject the Company to
concentrations of credit risk consist principally of commissions receivable.

The Company performs a significant amount of services for one major customer, related to the officer of
the Company. Approximately 70% of the Company’s revenues for 2001 were derived from this
customer.

Concentrations of credit risk with respect to commissions receivable are limited due to the large number
of customers comprising the Company's customer base. As of December 31, 2001, the Company had
no significant concentrations of credit risk.

Use of Estimates - The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America 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 period. Actual results could differ from those estimates.

Income Taxes - Income tax expense includes federal and state taxes currently payable and, when
material, deferred taxes arising from temporary differences between income from financial reporting and
tax purposes and also operating losses that are available to offset future taxable income.

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

Cash - During the course of the normal business cycle the Company, at times, maintains on deposit cash
balances in excess of FDIC insured limits.



CEROS BROKER SERVICE, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2001
NOTE 2 - PROPERTY AND EQUIPMENT

The estimated useful lives used for computing depreciation are as follows:

Estimated
2001 2000 Useful Lives
Property and equipment $ 11,918 $ 11,918 5 -7 Years

Less accumulated depreciation 6,616 5,210
$ 5302 $ 6708

Depreciation expense was $1,406 and $1,399 for the years ended December 31, 2001 and 2000,
respectively.

NOTE 3 - DEPOSITS WITH CLEARING ORGANIZATIONS

Deposits with clearing organizations are shown on the December 31 statements of financial condition
at market value as follows:

2001 2000
Aggregate cost $ 59,331 $ 56,506
Cross unrealized gain 361 2,897
Market value : $ 59692 $ 59,403
Net unrealized gains recorded as income $ 361 $ 2,897

Subsequent to year end the client discontinued doing business with one of its clearing organizations.
NOTE 4 - INCOME TAXES

Components of the (benefit) from income taxes for the years ended December 31, are as follows:

2001 2000
Current

Federal $ 0 $ 0
State 0 0
0 0

Deferred
Federal 0 0
State 0 0
0 0
$ 0 $ 0

GRAY, GRAY & GRAY, LLP CERTIFIED PUBLIC ACCOUNTANTS
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CEROS BROKER SERVICE, INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2001

NOTE 4 - INCOME TAXES (CONTINUED)

The net deferred tax amounts included in the accompanying statement of financial condition include the
following amounts of deferred tax assets and liabilities as of December 37:

2001 2000
Current Noncurrent Current Noncurrent
Deferred tax asset $ 11,000 % 0O $ 11,000 $% 0
Deferred tax liability 0 0 0 0
Valuation allowance (11,000) 0 (11,000 0
Deferred tax asset (liability), net $ 0 3 0 $_ 0 3 0

The deferred tax asset results from net federal and state operating loss carryforwards. The Company
believes that, based on a number of factors, the available objective evidence creates sufficient uncertainty
regarding the reliability of the deferred tax asset such that a full valuation allowance has been recorded.

In 2001, current federal and state income taxes have been offset by the use of net operating loss
carryforwards. As of December 31, 2001, the Company has approximately $50,000 of net operating loss
carryforwards available to offset future taxable income.

NOTE 5 - REGULATORY REQUIREMENTS

Pursuant to net capital provision of Rule 15¢3-1 of the Securities Exchange Act of 1934, the Company
is required to maintain a minimum net capital, as defined under such provisions. Net capital may
fluctuate on a daily basis. The Company had net capital, as defined, of $42,041 and $54,034 at
December 31, 2001 and 2000, respectively. The minimum net capital requirement is $30,000.

Pursuant to the net capital provisions of the National Futures Association, the Company is required to
maintain a deferred net capital requirement of $30,000. At December 31, 2001 and 2000 the Company
had net capital, as defined, of $42,175 and $37,395, respectively.

Exemptive Provision Under Rule 15¢3-3 - The Company, as an introducing broker, is exempt under
subparagraph (k)(2){ii) of Rule 15¢3-3 from maintaining a "Special Reserve Bank Account for the Exclusive
Benefit of Customers.”
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CEROS BROKER SERVICE, INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2001

NOTE 6 - RELATED PARTY TRANSACTIONS

The Company is affiliated with other companies in the same line of business. Per a written agreement,
a foreign corporation with the same ownership refers customers who purchase securities through the
Company. A significant portion (49%) of the commissions earned on these transactions are passed
through to the foreign affiliate. This affiliate is also reimbursing the Company for certain operational costs.

Total commissions passed through the affiliate, net of reimbursed costs, totaled $106,492 and $120,371
for the years ended December 31, 2001 and 2000, respectively. As of December 31, 2001 and 2000
net commissions due to (receivable from) the foreign affiliate, reduced by reimbursements of operating
expenses, were $(50,665) and $(16,469), respectively. The Company pays interest on the net
commissions due to the affiliate. The interest paid to the affiliate totaled $0 and $6,133 for the years
ended December 31, 2001 and 2000, respectively.

The Company received management fees of $24,837 and $34,666 from an affiliate in 2007 and 2000,
respectively. The management fees relate to administrative charges to the related party.

Approximately 70% of the Company’s commissions are earned from entities that are related to an officer
of the Company.

NOTE 7 - DUE TO BROKER

Amount due broker consisted of a short sale with a transaction date of December 28, 2000. The sale was
settled January 3, 2001 for $31,844.

NOTE 8 - SECURITIES

Deposits with clearing organizations include investments in United States Government Securities. These
securities are classified as held-to-maturity securities and recorded at amortized cost, adjusted for
premiums and discounts that are recognized in unrealized gains and losses.

NOTE 9 - CAPITAL STRUCTURE

As of December 31, 2001 and 2000, the Company had 200,000 shares of Class A voting, $1 par value
common stock authorized, and 150,000 shares issued and outstanding.

-10-
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CERTIFIED PUBLIC ACCOUNTANTS
THE NEXT GENERATION IN ACCOUNTING

GRAY GRAY

INDEPENDENT AUDITORS' REPORT ON OTHER FINANCIAL INFORMATION

Board of Directors
Ceros Broker Service, Inc.

Our audits for the years ended December 31, 2007 and 2000 were made for the purpose of forming an
opinion on the basic financial statements taken as a whole. The accompanying information is presented
for purposes of additional analysis and is not a required part of the basic financial statements. Such
information has been subjected to the auditing procedures applied in the audits of the basic financial
statements and, in our opinion, is fairly stated in all material respects in relation to the basic financial
statements taken as a whole.

Gray  Grop £ Geay, L Ll
GRAY, GRAY & GRAY, LLP

February 20, 2002

34 SOUTHWEST PARK ¢ WESTWOOD, MASSACHUSETTS 02090
TEL: 781-407-0300 o FAX: 781-407-0303 o E-MAIL: GRAY@GRAYGRAYGRAY.COM ¢ WEB: WWW.GRAYGRAYGRAY.COM



CEROS BROKER SERVICE, INC.

SCHEDULES OF GENERAL AND ADMINISTRATIVE EXPENSES

Officer's salary
Commissions expense
Clearing charges
Professional fees
Insurance

- Payroll and other taxes
Office

Dues and registrations
Telephone

Travel and entertainment
Rent

()

TOTAL GENERAL AND ADMINISTRATIVE EXPENSES

Year Ended December 31,

2001

$ 48,960 $
106,492
46,439
20,911
3,804
4,164
3,099
2,864
1,525
240
0

2000

65,280
120,371
54,422
22,245
4,094
5,995
4,966
3,878
4,299
1,584
4,030

$ 238498 $ 291,164
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INDEPENIjENT AUDITORS' REPORT ON INTERNAL ACCOUNTING CONTROL

Board of Directors
Ceros Broker Service, Inc.

In planning and performing our audits of the financial statements of Ceros Broker Service, Inc. for the
years ended December 31, 2001 and 2000, we considered its internal control structure, including
procedures for safeguarding securities, in order to determine our auditing procedures for the purpose of
expressing our opfnion on the financial statements and not to provide assurance on the internal control
structure.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission, we have made a study
of the practices and procedures (including tests of compliance with such practices and procedures)
followed by Ceros Broker Service, Inc. that we considered relevant to the objectives stated in Rule 17a-
5(g), (1) in making the periodic computations of aggregate indebtedness (or aggregate debits) and net
capital under Rule 17a-3(a)(11) and the reserve required by Rule 15¢3-3(e); (2) in making the quarterly
securities examinations, counts, verifications and comparisons, and the recordation of differences
required by Rule 17a-13; (3) in 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; and (4) in obtaining
and maintaining physical possession or control of all fully paid and excess margin securities of customers
as required by Rule 15¢3-3.

The management of the Company is responsible for establishing and maintaining an internal control
structure 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 internal control structure policies and procedures 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 Commission's above mentioned objectives. Two of the objectives of an internal
control structure 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
accounting principles generally accepted in the United States of America. Rule 17a-5(g) lists additional
objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in any internal control structure or the practices and procedures referred
to above, errors or irregularities may occur and not be detected. Also, projection of any evaluation of
them to future periods is subject to risk that they may become inadequate because of changes in
conditions or that the effectiveness of their design and operation may deteriorate.
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CEROS BROKER SERVICE, INC.

DECEMBER 31, 2001
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AY, LLP

Securities and Exchange Commission
73 Tremont Street - Suite 600
Boston, MA 02108-3912

We have audited the Focus Report of Ceros Broker Service, Inc. as of December 31, 2001. The audit
was made in accordance with auditing standards generally accepted in the United States of America and,
accordingly, includes a review of the system of internal control, the procedures employed for safeguarding
securities, the practices and procedures employed in complying with rule 17a-13 and in the resolution
of securities differences, and such tests of the accounting records and such other auditing procedures as
we considered necessary in the circumstances, including the auditing procedures prescribed by the
Securities and Exchange Commission. There were no material differences with respect to the
computation of Net Capital under SEC Rule 15c3-1, and the computation of Determination of the
Reserve Requirements under Exhibit A of Rule 15¢3-3. We found no inadequacies in our audit of the
above mentioned procedures and systems.

In our opinion, the Focus Report, with all supporting statements and schedules, present fairly the financial
position of Ceros Broker Service, Inc. at December 31, 2001 in the form prescribed by the Securities
and Exchange Commission, in conformity with accounting principles generally accepted in the United
States of America applied on a basis consistent with that of the preceding year.

Geary, Groy § Geog  LLE
GRAY, GRAY & GRAY, LLP

February 20, 2002




