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A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER:

OFFICIAL USE ONLY

Cadre Securities, Inc.

: ‘ FIRM ID. NO.
i ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.)
/] .
| 905 Marconi Avenue
*{ (No. and Strecr)
| - T
Ronkonkoma, R NY . 11779
(City) (State) (Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT

" Peter R. Poillon (212)208-3302

| (Area Code — Telephone No.)
B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

| KPMG LLP

l: (Name — if individual, siate last, first, middie name)

757 Third Avenue New York NY 10017

: (Address) (City) (State) Zip Code)

| &
‘i CHECK ONE:

0
i (B Certified Public Accountant | PROCESSED /bf ! 1(/

| OO Public Accountant v , v

? O Accountant not resident in United States or any of its possessions. F MAR i 2 2002
FOR OFFICIAL USE ONLY THOMSON

| FINANCIAL

;:

*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
must be supported by a statement of facts and circumstances relied on as the basis for the exemption. See section 240.17a-5(e)(2).

SEC 1410 (3-91) ﬁotﬂ?tiul persons who are to respond to the collection of information
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OATH OR AFFIRMATION

I, Peter R. Poillon swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Cadre Securities, Inc. s of

December 31, 2001 BXX 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:

- \ - \
gﬁ%@dﬂ&w
Signature
First Vice President/Treasurer

D otance ST fane o) oz A

- Netary Public, State of N,
/ Nogfy/ Public No Diabigzsy
K i Kimps Coumty

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

% (a) Facing page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

. (d) Statemnent of Changes in Financial Condition. . )

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietor’s Capital.

() Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or control Requirements Under Rule 15¢3-3. ,

(G) 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.

@) An:-Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report.

n) A report describing any material inadequacies found to exist gr found to have existed since the date of the previous audit.
éo} Indgf))endent Auditors Report o Internal Eontrol P ‘
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**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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(A Wholly Owned Subsidiary of
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345 Park Avenue
New York, NY 10154

Independent Auditors’ Report

The Board of Directors and Shareholder
Cadre Securities, Inc.:

We have audited the accompanying statement of financial condition of Cadre Securities, Inc. (the
Company) (a2 wholly owned subsidiary of Ambac Capital Corporation) as of December 31, 2001. This
financial statement is the responsibility of the Company’s management. Our responsibility is to express an
opinion on this financial statement 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 statement of financial condition is free of material misstatement. An audit of a statement of
financial condition includes examining, on a test basis, evidence supporting the amounts and disclosures in
that statement of financial condition. An audit of a statement of financial condition also includes assessing
the accounting principles used and significant estimates made by management, as well as evaluating the
overall statement of financial condition presentation. We believe that our audit of the statement of financial
condition provides a reasonable basis for our opinion.

In our opinion, the statement of financial condition referred to above presents fairly, in all material
respects, the financial position of Cadre Securities, Inc. at December 31, 2001, in conforrmty with
accounting principles generally accepted in the United States of America.

KPre P

January 22, 2002

. . l. KPMG LLP KPMG LLP a USS. limited liability partnership, is
a member of KPMG international, a Swiss assaciation.
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CADRE SECURITIES, INC.
(A Wholly Owned Subsidiary of
Ambac Capital Corporation)

Statement of Financial Condition
December 31, 2001

Assets

Cash and cash equivalents

" Service fees receivable

Fixed assets, net of accumulated depreciation of $97,789
Prepaid expenses and other assets

Total assets
" Liabilities and Stockholder’s Equity
Liabilities:
Accrued expenses
Income taxes payable

Due to affiliate
Due to Parent

Total liabilities
Stockholder’s equity
Total liabilities and stockholder’s equity

See accompanying notes to statement of financial condition.

2,043,468
305,001
154,443
140,872

2,643,784

999,379
201,090
63,292
32,052

1,295,813

1,347,971

2,643,784
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CADRE SECURITIES, INC.
(A Wholly Owned Subsidiary of
Ambac Capital Corporation)

Notes to Statement of Financial Statements
December 31, 2001

Background

Cadre’s principal business is the marketing of local government investment pools and registered
investment pools to various state school districts, hospital and health care organizations, park districts and
municipalities. In addition, Cadre provides other investment services to the shareholders of the pools,
including brokering certificates of deposit transactions and other short-term fixed income securities
transactions with banks and other qualified financial institutions.

Cadre is registered as a broker/dealer under the Securities Exchange Act of 1934 and is a member of the
National Association of Securities Dealers, Inc.

Cadre is a wholly owned subsidiary of Ambac Capital Corporation (the Parent), which is a wholly owned
subsidiary of Ambac Financial Group, Inc.

Summary of Significant Accounting Policies
Principles of Presentation

The accompanying statement of financial condition has been prepared in conformity with accounting
principles generally accepted in the United States of America (GAAP). The preparation of a statement of
financial condition in conformity with GAAP 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 statement of financial condition. Actual results could differ from those estimates.

Cash and Cash Equivalents

The Company considers all short-term investments with a maturity at the date of purchase of three months
or less to be cash equivalents.

Income Taxes

The Company is included in Ambac Financial Group Inc.’s consolidated Federal income tax return.
Pursuant to a tax sharing agreement with Ambac, amounts assessed/reimbursed are based upon a separate
return calculations made as if the Company had filed its own federal income tax returns on a stand alone
basis. The Company files its own state tax return.

The amount of current and deferred taxes payable or receivable is recognized as of the date of the
statement of financial condition, utilizing currently enacted tax laws and rates. Deferred tax expenses or
benefits are recognized in the statement of financial condition for the changes in deferred tax liabilities or
assets between years.

3 (Continued)
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CADRE SECURITIES, INC.
(A Wholly Owned Subsidiary of
Ambac Capital Corporation)

Notes to Statement of Financial Statements
December 31, 2001

Fixed Assets, Net

Fixed assets at December 31, 2001, consisted of the following:

Computer equipment $ 240,852
Furniture and fixtures 11,380
252,232

Less: accumulated depreciation (97,789)
$ 154,443

Depreciation of furniture and fixtures and equipment is provided over the estimated useful lives of the
respective assets, ranging from 3 to 5 years.

Employee Benefits
Pension

The Company is a participant in its Parent’s defined benefit pension plan covering substantially all
employees. Benefits are based on years of service and an employee’s compensation during the last five
years of employment. The funding policy is to contribute annually the maximum amount that can be
deducted for Federal income tax purposes. Contributions are intended to provide not only for benefits
attributed to service-to-date but also for those expected to be earned in the future.

Substantially all employees of the Company are also covered by a defined contribution plan, for which
contributions and costs are determined as 6% of each eligible employee’s base salary, plus a matching
Company contribution of 50% on contributions up to 6% of base salary, made by eligible employees to the
plan, subject to Internal Revenue Code limitations.

Annual Incentive Program

The Parent maintains an annual incentive program which provides for awards to key officers and
employees of the Company based upon predetermined criteria.

In addition to the annual incentive program offered to key officers and employees which the Parent
maintains, Cadre maintains a sales compensation plan which provides incentive compensation to members
of our sales team for achieving and exceeding objectives as well as performing their key responsibilities.

4 (Continued)



CADRE SECURITIES, INC.
(A Wholly Owned Subsidiary of
Ambac Capital Corporation)

Notes to Statement of Financial Statements
December 31, 2001

(6) Related Party Transactions

(7

In the ordinary course of business, the Company participates in a variety of administrative
transactions with its affiliates. The nature of these transactions and their related effect on the
Company’s statement of financial condition at December 31, 2001 were as follows:

Due to Affiliate

Due to affiliate on the statement of financial condition represents the net aggregate amount due to
Cadre Financial Services, Inc. (CFS), an affiliated company, for expenses paid by CFS on behalf of
the Company.

Due to Parent

Due to Parent on the statement of financial condition represents the net aggregate amount due to the
Parent for estimated state income tax payments, employee health insurance and other payroll related
charges made by the Parent on behalf of the Company.

Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital
Rule (SEC rule 15¢3-1), which requires the maintenance of minimum net capital and requires that
the ratio of aggregate indebtedness to net capital, as defined, shall not exceed 15 to 1. At
December 31, 2001, the Company had net capital, as adjusted, of $706,889, which was $606,889 in
excess of its required net capital of $100,000. The Company’s ratio of aggregate indebtedness to net
capital was 1.8 to 1.0.



