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OATH OR AFFIRMATION

I, THOMAS C. ELLIOTT

, swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pentaining to the firm of
CMI/CAPITAL MARKET INVESTMENT, LLC

i, as of

are wue and correct. | further swear (or affirm) that peither 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:

DECEMBER 31 l92001

NONE

“"’7%@@‘/

% ? \\/la/na,q/r/n 4\ W
ELIZABETH HERNANDEZ e

/ Notary Public, State of

% Z . s 72 /O} ry ic, State of New York ‘

AR

No. 01HE5047225

Qualified in Bron/( County
21300

Commission Expires_ < 2005,

This report** contains (check all applicable boxes):
(a) Facing page.
(b) Statement of Financial Condmon
(c¢) Statement of Income (Loss).
_(d) Statement of Changes in Financial Condition. '
(¢) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Propnctor s Capital.
(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
(8) Computation of Net Capital
(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
() Information Relating to the Possession or control Requirements Under Rule 15¢3-3.
() A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15c3 1 and the
.Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

® A Reconcxhanon between the audited and unaudited Statements of Financial Condition with respect to methods of con-
sohdanon o

) An’ Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report.

(n) A rcport describing any material inadequacies found to exist or found to have existed since the date of the previous audit.
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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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EXHIBIT A
WEINICK

WSI_ SANDERS 1515 BROADWAY
LEVENTHAL & CO., LLP NEW YORK, N.Y. 100368-5788
CERTIFIED PUBLIC ACCOUNTANTS 212-869-3333

FAX 212-7684-3080
WWW. WSLCO.COM

REPORT COF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANT

To the Members
CMI/Capital Market Investment, LLC

We have audited the accompanying statements of financial conditicn of
CMI/Capital Market Investment, LLC as at December 31, 2001 and 2000, and the
related statements of income, changes in members' equity, and cash flows 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 responsi-
bility of the Company's management. Our responsibility is to express an
opinion on these financial statements based on our audits.

We conducted our audits 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
audits provide a reascnable basis for our opinion.

In our opinion, the financial statements referred to above present fairly,
in all material respects, the financial position of CMI/Capital Market
Investment, LLC as at December 31, 2001 and 2000, and the results of its
operations and its cash flows for the years then ended in conformity with
accepted accounting principles generally accepted in the United States of
America.

Our audits were conducted for the purpose of forming an opinion on the basic
financial statements, taken as a whole. The information contained in Schedule
H is presented for purpcses of additional analysis and is not a required 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
regpects in relation tc the basic financial statements taken as a whole.

A

New York, N. Y.
January 23, 2002

M
An independent member of the INAA Group.
Msmbers throughout the world.

RO UDP  INTERNATIONAL NETWORK OF ACCOUNTANTS AND AUDITORS




EXHIBIT B
CMI/CAPITAL MARKET INVESTMENT, LLC

STATEMENTS OF FINANCIAL CONDITION

A S S E TS
December 21,
2001 2000
Current assets:
Cash $ 15,351 $ 23,064
Investments in marketable securities 337,336 410,112
Receivable from clearing broker 253,088 158,457
Other receivables - 18,220
Prepaid expenses and other current assets 24,959 20,207
Total current assets 630,734 630,060
Property and equipment, net of accumulated
depreciaticn cf $15,879 and $10,091 in
2001 and 2000, respectively 46,101 259,436
Other assets:
Deferred charges - crganization costs, net
of accumulated amortization of $1,533
and $1,133 in 2001 and 2000, respectively 467 867
Security deposits 12,377 12,377
Total other assets 12,844 13,244
Total assets $689,679 $672,740
LIABILITIES AND MEMBERS' EQUITY
Current liabilities:
Accrued expenses and other liabilities S 68,680 $ 34,693
Income taxes payable 14,420 14,875
Total current liabilities 83,100 49,568
Commitments - -
Members' equity 606,579 623,172

Total liabilities and members' equity $689,679 $672,740

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

WEINICK SANDERS LEVENTHAL & CO., LLP



EXHIBIT C

CMI/CAPITAL MARKET INVESTMENT, LLC

STATEMENTS OF INCOME

Revenues: 4
Commission income
Less: commissions and clearing expense

Net revenues

Operating expenses:
Salaries and fringe benefits
Research
Travel and entertainment
Rent and utilities
Regulatory and agency fees
Professional fees
Insurance
General office
Charitable contributions
Depreciation and amortization

Total operating expenses
Income from operations

Interest income - net

Unrealized loss on investment
in marketable securities

Income before provision for income taxes

Provision for income taxes

Net income

For the Years Ended
December 31,
2001 2000

$1,543,833 $1,264,315

324,244 305,491
1,219,589 958,824
137,577 121,256
64,744 58,709
108,441 101,057
83,636 78,134
30,032 2,938
104,187 92,812
7,473 6,336
57,273 54,291
1,300 650
8,262 6,846
602,925 523,029
616,664 435,795
24,629 29,320
- ( 3,300)
641,293 461,815
13,275 18,600

$ 628,018 $ 443,215

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

WEINICK SANDERS LEVENTHAL. & CQO, LLP
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CMI/CAPITAL MARKET INVESTMENT, LLC

STATEMENTS OF CHANGES IN MEMBERS' EQUITY

Balance at January 1, 2001

Members' withdrawals

Net income for the year

Balance at December 31, 2001

For the Years Ended
December 31,

2001 2000

$623,172 $544,791

( 644,611) { 364,834)

628,018 443,215

$606,579 $623,172

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

WEINICK SANDERS LEVENTHAL & CO., LLP




EXHIBIT E
CMI/CAPITAL MARKET INVESTMENT, LLC

STATEMENTS OF CASH FLOWS

For the Years Ended
Decembexr 31,

2001 2000

Cash flows from operating activities:
Net income $628,018 $443,215
Adjustments to reconcile net income to net
‘cash provided by operating activities:
Depreciation and amortization 8,262 6,846
Unrealized loss on investment - 3,300

Increase (decrease) in cash flows as
a result of changes in asset and
liability account balances:

Investment in marketable securities 72,776 ( 9,586)
Receivable from clearing broker ( 94,631) ( 39,467)
Other receivables 18,220 ( 12,626)
Prepaid expenses and other current assets ( 4,752) ( 10,100)
Deposits - 4,989
Accrued expenses and other liabilities 33,987 ( 5,207)
Income taxes payable ( 455) 14,275

Total adjustments 33,407 ( 47,576)
Net cash provided by operating activities 661,425 395,639
Cash flows used in investing activities:

Purchase of property and equipment ( 24,527) ( 14,368)
Cash flows used in financing activities:

Members' withdrawals ({ 644,611) ( 364,834)
Net increase {(decrease} in cash ( 7,713) 16,437
Cash at beginning of year 23,064 6,627
Cash at end of year $ 15,351 S 23,064
Supplemental Disclosures of Cash Flows Information:

Cash paid during the year for:

Interest S - S -

Taxes $ 13,730 S 4,325

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

WSL WEINICK SANDERS LEVENTHAL & CO., LLR



EXHIBIT F
CMI\CAPITAL MARKET INVESTMENT, LLC

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2001

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES.
(a) Description of Business:

CMI\Capital Market Investment, LLC (the Company) was formed
as a limited liability company on March 2, 1998.

The Company conducts its business as an investment banking
firm and is registered with the National Association of Security
Dealers. The Company has offices in New York, Boston and Palm
Beach.

(b} Basis of Presentation:

The accompanying financial statements have been prepared in
accordance with accounting principles generally accepted in the
United States of America.

(c) 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 certain reported amounts and disclosures. Accordingly,
actual results could differ from those estimates.

(d) Concentrations of Credit Risk:

Financial instruments that potentially subject the Company
to significant concentrations of credit risk consist principally
of cash and commissions receivable. The Company places its cash
with high credit quality financial institutions which at times may
be in excess of FDIC insurance limits. The Company‘s receivables
represent commissions from completed securities trades. The
Company clears from it’'s operations on a fully disclosed basis.

{({e) Commissions:

Commissions and related clearing expenses are recorded on a
trade-date basis as securities transactions occur.
(£) Property and Equipment:

Property and equipment are being depreciated using the

straight-line method over the estimated useful lives of the
assets.

WEINICK SANDERS LEVENTHAL & CO., LLP



NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES. (Continued)
(g) Income Taxes:

The Company is treated as a partnership for federal and
income tax purposes. The Company however, is responsible for
local taxes on income.

(h) Deferred Charges:

Deferred charges consist of organization costs which are
being amortized on a straight-line basis over a period of sixty
months.

(i) Investment in Marketable Securities:

Marketable securities are classified as trading securities
and are recorded at fair value with the change in fair value
during the year included in earnings.

NOTE 2 - INVESTMENTS IN MARKETABLE SECURITIES.

(a) The Company is required to keep a minimum balance of $100,000
on deposit with its clearing broker, the amount being equal to
the minimum capital the Company is required to maintain under
Rule 15c3-1 of the Securities and Exchange Commission.

The funds are deposited in a money market fund. As of Decembex

31, 2001, the fund balance was $314,586. The current annual
yvield on these funds is 1.50%.

(b) During 2000, the Company invested in the common stock of the

Nasdag Stock Market, Inc. ("Nasdag") through a private
placement offered to the members of the National Association
of Securities Dealers, Inc. (the 'NASD"). The Company

recognized an unrealized loss on its entire investment of
$3,300 in 2000.

(c¢) In December 2001, the Company purchased a total of 45,500
shares of convertible preferred stock of Security Guaranty
Holdings, a Connecticut holding company. As at December 31,
2001, each share was valued at $.50 for a total of $22,750.

WEINICK SANDERS LEVENTHAL & CO., LLP



NOTE 2 - PROPERTY AND EQUIPMENT.
Property and equipment consists of:

Decemper 231,

2001 2000

Furniture and fixtures $21,242 $16,552
Equipment 40,738 22,875
61,980 39,527

Less: Accumulated depreciation 15,879 10,091

546,101 $29,436

NOTE 4 - COMMITMENTS.

The Ccmpany entered into variocus lease commitments for
office space, the longest of which expires October 31, 2003.
Minimum annual rent under these leases is as follows:

Year Ending

December 31,
2002 $ 60,028

2003 64,991

Total minimum
annual rent $125,019

NOTE ©5 - NET CAPITAL REQUIREMENTS.

The Company is subject to the securities and exchange
commission Uniform Net Capital Rule (Rule 15¢3-1) which requires
the maintenance of minimum net capital and requires that the ratio
of aggregate indebtedness to net capital both as defined shall not
exceed 15 to 1 (and the rule of the applicable exchange also
provides that equity capital may not be withdrawn or cash dividends
paid if the resulting net capital ratio would exceed 10 to 1). At
December 31, 2001 the Company had net capital of $493,633. The
Company’s net capital ratio was .168 to 1.

WEINICK SANDERS LEVENTHAL & CO.,

LLP




EXHIBIT G

INDEPENDENT AUDITOR'S REPORT ON INTERNAL
ACCOUNTING CONTROL REQUIRED BY SEC RULE 17a-5

To the Members
CMI\Capital Market Investment, LLC

In planning and performing our audit of the financial statements of
CMI\Capital Market Investment, LLC for the year ended December 31, 2001,
we considered its internal control, including procedures 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 internal control.

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) fcllowed by
CMI/Capital Market Investment, LLC 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 procedures for determining compliance with the exemptive
provisions of rule 15c3-3. We did not review the 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 complying 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
internal control and the practices and procedures referred to in the preceding
paragraph. In fulfilling this responsibility, estimates and judgments by
management are required to assess the expected benefits and related costs of
controls and of the practices and procedures referred to in the preceding
paragraph and to assess whether those practices and procedures can be expected
to achieve the Commission's above mentioned objectives. Two of the objectives
of internal control and the practices and procedures are to provide management
with reasonable, but not absclute, assurance that assets for which the Company
has responsibility are safeguarded against loss from unauthorized use or
disposition and that transactions are executed in accordance with management's
authorization and recorded properly to permit preparation of financial
statements in conformity with generally accepted accounting principles. Rule
17-a-5(g) lists additicnal objectives of the practices and procedures listed in
the preceding paragraph.

WEINICK SANDERS LEVENTHAL & CO.,

LLP




Because of inherent limitations in any internal control or the practices and
procedures referred to above, error or fraud may occur and not be detected.
Also, projection of any evaluation of them to future periods is subject to
the risk that they may become inadequate because of changes in cconditions or
that the effectiveness cf their design and operation may detericrate.

Our consideraticon of internal control would not necessarily disclose all
matters in internal control that might be material weaknesses under standards
established by the American Institute of Certified Public Accountants. A
material weakness is a condition in which the design or operation of one or
more of the specific internal control components does not reduce to a
relatively low level the risk that error or fraud in amounts that would be
material in relation to the financial statements being audited may occur and
not be detected within a timely period by employees in the normal course of
performing their assigned functicns. However, we noted no matters involving
internal control, including procedures for safeguarding securities, that we
consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives
referred to in the second paragraph cf this report are considered by the
Commission to be adequate for its purposes in accordance with the Securities
Exchange Act of 1934 and related regulations, and that practices and procedures
that do not accomplish such cbjectives in all material respects indicate a
material inadequacy for such purposes. Based on this understanding and on our
study, we believe that the Company's practices and procedures were adequate at
December 31, 2001 to meet the Commission's objectives.

This report is intended solely for the use of management, the Securities and
Exchange Commission and other regulatory agencies which rely on Rule 17a-5(g)

under the Securities Exchange Act of 1934 in their regulation of registered
brokers and dealers, and should not be used for any other purpose.

WWLE

New York, N. Y.
January 23, 2002

WSL WEINICK SANDERS LEVENTHAL & CO., LLP




sCHBDULE 5
CMI\CAPITAL MARKET INVESTMENT, LLC

COMPUTATION OF NET CAPITAL UNDER RULE 15c3-1
OF THE SECURITIES AND EXCHANGE COMMISSION

AS AT DECEMBER 31, 2001

Net capital:

Members' equity $606,579
Deduct: )

Non-allowable assets $83,904
Non-marketable securities 22,750
Haircuts 6,292

112, 946

Net capital 493,633

Less: Minimum capital required 100,000

Excess net capital $393,633

Aggregate indebtedness $ 83,100

Percentage of aggregate indebtedness to net capital 16.8%

A reconciliation is not included since
there are no material differences from
the Company's computation of net capital
per the amended focus report.

WEINICK SANDERS LEVENTHAL & CO, LLP




