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OATH OR AFFIRMATION

1 A‘LF/Q{;'D &. /W/J'R(//‘/ﬁffl , Swear (or affirm) that, to the
best of my knowledge and belief the accompanymg financial statement and supporting schedules pertaining to the firm of
METRO TRADING, INC. . as of
December 31 2001 | are true and correct. 1 further swear (or affirm) that neither the company

nor any partner, proprietor, principal officer or director has any proprictary interest in any account dclassified soley as that of
a customer, except as follows: ’
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= THOMAS W. HANDS
COMMISSION # CC888843
EXPIRES NOV 14, 2003
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This report** contains (check all apphznb)c boxes):
(2) Facing page.
(b) Statement of Financial Conditon. :
(c) Statement of Income (Loss).
. (d) Statement of Changes in Financtal Condmon.
{¢), Statement of Changes in Stockholders’ Equity or Parm:rs or Sole Pmpncwr s Capital.
(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
(g) Computation of Net Capital
(h) Compurtation for Determination of Reserve Requiremen:s Pursuant to Rule 15¢3-3.
() Information Relaning to the Possession or control Reguirements Under Rule 15¢3-3.
() A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15<‘37I and the
Compuration for Determination of the Reserve Requirements Under Exhibit A of Rule 15c3-3.
(k) A Reconciliation between the audited and unaudited Statements of Finandal Condition with respect to methods of con-
solidation.
() An Oath or Affirmadon.
(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 andit.

Oor 0O O00ORDEKXNHER

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




BAGELL, JOSEPHS & COMPANY, L.L.C.

CERTIFIED PUBLIC ACCOUNTANTS
TReNTON OFFICE

HiGH RIDGE COMMONS 1230 PARKWAY AVENUE
SuiTes 400-403 Suite 301
200 HADDONFIELD BERLIN ROAD TRENTON, NEW JERSEY (08628
Gi85sBORO, NEW JERSEY 08026 (6009) 883-1881
(856) 346-2828 Fax (856) 346-2882 Fax (609) 771-0623

INDEPENDENT AUDITORS’ REPORT

To the Stockholders of
Metro Trading, Inc.
Deerfield Beach, Florida

We have audited the accompanying statement of financial condition of Metro Trading, Inc. as of
December 31, 2001 and the related statements of operations, changes in stockholders’ equity and
cash flows for the year then ended. These financial statements are the responsibility of the
Company’s management. Qur responsibility is to express an opinion on these financial
statements based on our audit. :

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Metro Trading, Inc. as of December 31, 2001 and the results of its
operations and its cash flows for the year then ended, in conformity with accounting principles

generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in the supplemental schedule listed in the
accompanying index is presented for the purposes of additional analysis and is not a required
part of the basic financial statements, but is supplemental information required by Rule 17 a-5
under the Securities Exchange Act of 1934. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, is fairly
stated in all material respects in relation to the basic financial statements taken as a whole.

BAGELL, JOSEPHS & COMPANY, L.L.C.
BAGELL, JOSEPHS & COMPANY, L.L.C.
Certified Public Accountants

Gibbsboro, New Jersey

February 11, 2002

AMERICAN INSTITUTE QF CERTIFIED PUBLIC ACCOUNTANTS
NEW JERSEY SOCIETY OF CERTIFIED PUBLIC ACCOUNTANTS
PENNSYLVANIA INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
NEW YORK STATE SOCIETY OF CERTIFIED PUBLIC ACCOUNTANTS

MEMBER OF:




METRO TRADING, INC.
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2001
ASSETS
ASSETS
Cash in banks $ 14,718
Receivable from cleqring broker 203,882
Securities owned, at market 17,665
Other assets 6,800
TOTAL ASSETS $ 243,065
LIABILITIES AND STOCKHOLDERS' EQUITY
LIABILITIES
Accounts payable $ 16,492
Securites sold, not yet purchased, at market 15,313
Total liabilities 31,805

COMMITMENTS AND CONTINGENCY

STOCKHOLDERS' EQUITY
Common stock, $.01 par value - 1,000 shares authorized;

100 shares issued and outstanding 1
Additional paid-in capital 950,423
Retained earnings (739,164)
Total stockholders' equity - 211,260

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 243,065

See accompanying summary of accounting policies and notes to financial statements.
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METRO TRADING, INC.
STATEMENT OF OPERATIONS
DECEMBER 31, 2001

REVENUE
Commissions
Interest income

TOTAL REVENUE
EXPENSES
Employee compensation and benefits
Clearing and related costs
Occupancy costs
Office
Other -
TOTAL EXPENSES
LOSS BEFORE NET TRADING LOSSES
TRADING LOSSES - NET

NET LOSS

$ 2,596

582

3,178

77,870
72,814
30,330
18,020

29,209

228,243

(225,065)

(212,198)

$ (437,263)

See accompanying summary of accounting policies and notes to financial statements.
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METRO TRADING, INC.

STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY

- DECEMBER 31, 2001
Additional Total
Common stock, $.01 Par Value Paid-In Retained Stockholders'
Shares Amount Capital (Deficit) Equity
Balances, January 1, 2001 . 100 $ 1 $489,033 $ (301,901) $187,133
Contributions - 461,390 - 461,390
Net loss - - (437,263) (437,263)
Balances, December 31, 2001 100 3 1 $ 950,423 $ (739,164) $ 211,260

See accompanying summary of accounting policies and notes to financial statements.
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METRO TRADING, INC.
STATEMENT OF CASH FLOWS
DECEMBER 31, 2001

Cash Flows From Operating Activities
Net loss

Adjustments to reconcile net loss to net cash provided
by operating activities:

Decrease (Increase) in:
Receivables from clearing broker
Securities owned, at market
Other assets

Increase (Decrease) in:
Securities sold, not yet purchased, at market
Accounts payable

Total Adjustments
Net Cash Used In Operating Activities

Cash Flows From Financing Activities
Capital contributions

NET INCREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS - BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS - EN]}) OF YEAR

$ (437,263)

(88,195)
51,281
(6,800)

15,313
8,733

(19,668)

(456,931)

461,390

4,459

10,259

$ 14,718

See accompanying summary of accounting policies and notes to financial statements.
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NOTE 1.

METRO TRADING, INC.
NOTES TO FINANCIAL STATEMENTS
‘DECEMBER 31, 2001

NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

BUSINESS

Metro Trading, Inc. (“Company”) is a registered broker-dealer in securities under
the provisions of the Securities Exchange Act of 1934 and is a member of the
National Association of Securities Dealers, Inc.

The Company has an agreement (“Agreement”) with a clearing broker (“Broker”)
to clear securities transactions, carry customers’ accounts on a fully disclosed
basis and perform certain recordkeeping functions. Accordingly, the Company
operates under the exemptive provisions of Securities and Exchange Commission
(“SEC”) Rule 15¢3-3(k)(2)(i1).

SECURITIES TRANSACTIONS

Securities transactions and related commission revenues and expenses are
recorded on a trade date basis. Securities listed on a national exchange are valued
at the last sales price on the date of valuation. Securities not listed on a national
exchange are valued at the last sales price on the date of valuation or, if such price
is not available, at the bid price for securities owned and the ask price for
securities sold but not yet purchased at the close of business.

INCOME TAXES

The Company, with the consent of its stockholders, has elected to be treated as an
S corporation under the applicable provisions of the Internal Revenue Code.
Accordingly, items of income, loss, credits and deductions are not taxed within
the corporation but are reported on the income tax returns of the stockholder.

USE OF ESTIMATES

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make 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.




NOTE 1.

NOTE 2.

NOTE 3.

METRO TRADING, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2001

NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

Cash and Cash Equivalents

The Company considers all highly liquid debt instruments and other short-term
investments with an initial maturity of three months or less to be cash equivalents.

The Company maintains cash and cash equivalent balances at financial

institutions which are insured by the Federal Deposit Insurance Corporation or
SPIC up to $100,000.

Advertising

Costs of advertising and promotion are expenses as incurred. Advertising costs
were $552 for the year ended December 31, 2001.

CLEARING AGREEMENT

In accordance with the Agreement, all of the Company’s property held by the
Broker including, but not limited to, securities, deposits, monies and receivables
are used as collateral to secure the Company’s liabilities and obligations to the
Broker.

The Company typically maintains, as collateral against losses due to potential
nonperformance by its customers, deposits to cover its inventory and outstanding
customer positions. The company has restricted $100,000 of its cash per the
clearing agreement with Fiserv Corporation.

REGULATORY NET CAPITAL REQUIREMENTS

The Company is subject to the SEC’s Uniform Net Capital Rule, which requires
the maintenance of minimum regulatory net capital and requires that the ratio of
aggregate indebtedness to regulatory net capital, both as defined, shall not exceed
15to 1. Asof December 31, 2001 the Company has regulatory net capital of
approximately $202,163 and a minimum regulatory net capital requirement of
$100,000.

Under the provisions of Rule 15¢3-3, the Company is not required to segregate
funds in a special reserve account for the exclusive benefit of customers and, is
not subject to certain other requirements of the Consumer Protection Rule.




NOTE 4.

NOTE 5.

NOTE 6.

NOTE 7.

METRO TRADING, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2001

1

DUE FROM BROKER

Accounts receivable from the clearing organization represent the net amount
relating to commissions/trading income (loss) less clearing costs. As of
December 31, 2001 the balance owed by the clearing organization was comprised
of the following:

Deposit account $ 180,000

Trading receivable 31,172

Net payable for securities (7.290)
$ 203,882

SECURITIES OWNED, AT MARKET

Securities owned consist of the following at market value as of December 31,
2001.

Corporate equities $ 17,665

SECURITIES SOLD, NOT YET PURCHASED-MARKET VALUE

Marketable securities owned and sold, not yet purchased, consist of trading and
investment securities at market values which approximates their estimated fair
values, as follows: )

Corporate stocks §15.313

Securities not readily marketable if any, include investment securities (a) for
which there is no market on a securities exchange or no independent publicly
quoted market, (b) that cannot be publicly offered or sold unless registration has
been effected under the Securities Act of 1933, or (c) that cannot be offered or
sold because of other arrangements, restrictions, or conditions ap‘ﬁlicable to the
securities or to the Company.

COMMITMENTS

Customer Transactions

In the normal course of business, the Company executes, as agent, securities .
transactions on behalf of its customers. If the agency transactions do not settle
because of failure to perform by either the customer or the counterparty, the
Company may be obligated to discharge the obligation of the nonperforming
party and, as a result, is subject to market risk if the market value of the securities
is different from the contract amount of the transactions.

9.




NOTE 7.

METRO TRADING, INC. .
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
‘DECEMBER 31, 2001

COMMITMENTS (CONTINUED)

Customer Transactions (Continued)

The Company does not anticipate nonperformance by customers or counterparties
in the above situations. The Company’s policy is to monitor its market exposure
and counterparty risk. In addition, the Company has a policy of reviewing, as
considered necessary, the credit standing of each counterparty and customer with
which it conducts business.

Operating Lease

The Company leases office space under a noncancellable lease agreement that
expires in 2002. Currently the Company is paying $2,500 per month.

The following is the minimum rentals due over the next year:

December31

2002 3 30,000

-10-
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METRO TRADING, INC.

COMPUTATION OF NET CAPITAL PURSUANT TO RULE 15¢3-1

AND STATEMENT PURSUANT TO RULE 17a-5(d)(4) OF THE
| SECURITIES AND EXCHANGE COMMISSION

DECEMBER 31,2001

COMPUTATION OF NET CAPITAL PURSUANT TO RULE 15¢3-1
Computation of Net Capital

Total stockholders' equity from statement of financial condition
Less: Nonallowable assets

NET CAPITAL BEFORE HAIRCUTS AND
UNDUE CONCENTRATION

Haircuts
NET CAPITAL
Computation of Basic Net Capital Requirements

Minimum net capital required: 6 2/3% of $31,805
pursuant to Rule 15¢3-1

Minimum dollar net capital requirements of reporting broker/dealer
Minimum net capital requirements of reporting broker/dealer
EXCESS NET CAPITAL

Computation of Aggregate Indebtedness

Accounts payable

Percentage of aggregate indebtedness to net capital

STATEMENT PURSUANT TO RULE 17a-5(D)(4)

A reconciliation of the Company's computation of net capital as reported in the unaudited
Part II-A of Form X-17A-5 was not prepared as there are no material differences between
the Company's computation of net capital and the computation contained herein.

-11-
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211,260

(6,800)

204,460

(2,297)

202,163

2,121

100,000
100,000

102,163

31,805

32.0%




BAGELL, JOSEPHS & COMPANY, L.L.C.
CERTIFIED PUBLIC ACCOUNTANTS ]
TRENTON OFFICE

HiGH RIDGE COMMONS 1230) PARKWAY AVENUE
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200 HADDONFIELD BERLIN RoAD TRENTON, NEW JERSEY 08628
GisBsBorO, New JERSEY 08026 (609) 883-1881
(856) 346-2828 Fax (856) 346-2882 Fax (609) 771-0623

REPORT ON INTERNAL CONTROL

Board of Directors
Metro Trading, Inc.

In planning and performing our audit of the financial statements and supplemental schedules of
Metro Trading, Inc. for the year ended December 31, 2001 we considered its internal control
structure, including control activities for safeguarding securities, in order to determine our
auditing procedures for the purpose of expressing our opinion 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 followed by the company that we considered
relevant to the objectives stated in rule 172-5 (g) (1) in making the periodic computation of
aggregate indebtedness and net capital under rule 17a-3 (a) (11) and the procedures for
determining compliance with exemptive provisions of rule 15¢3-3. We did not review practices
and procedures followed by the Company in making the quarterly securities examinations,
counts, verifications and comparisons, and the recordation of differences required by rule 17a-13
or in compliance with the requirements for prompt payment of securities under section 8 of
Regulation T of the Board of Governors of the Federal Reserve System, because the Company
does not carry security accounts for customers or perform custodial functions relating to

customer securities.

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 ¢ontrol 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.

AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
NEW JERSEY SOCIETY OF CERTIFIED PUBLIC ACCOUNTANTS
PENNSYLVANIA INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
NEW YORK STATE SOCIETY OF CERTIFIED PUBLIC ACCOUNTANTS

MEMBER OF:




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

Our consideration of the internal control structure would not necessarily disclose all matters in
the internal control structure that might be material weakness 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 structure elements does not reduce to a
relatively low level the risk that errors or irregularities in amounts that would be material in
relation to the financial statements being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions. However, we
noted no matters involving the internal control structure, including procedures for safeguarding
securities, that we consider to be material weakness as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the Commission to be adequate for its purpose
in accordance with Securities Exchange Act of 1934 and related regulations, and that practices
and procedures that do not accomplish such objectives in all materials 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 the Commission’s objectives.

This report is intended solely for the use of management, the Securities and Exchange
Commission, the New York Stock Exchange and other regulatory agencies which rely on Rule
17a-5 (g) under the Securities Exchange Act of 1934 and should not be used by anyone other
than these specified parties.

BAGELL, JOSEPHS &L COMPANY, L.L.C.
BAGELL, JOSEPHS & COMPANY, L.L.C.
Certified Public Accountants

Gibbsboro, New Jersey

February 11, 2002
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