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INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*
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(Name - of individual, state last, first, middle name)
787 Seventh Avenue New York NY 10019
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IATH OR AFFIRMATION
Alclo 50"“‘C‘¢l lio , swear (or affirm) that, to the best
.my knowledge and belief the accompanying financial statements and supporting schedules pertaining to the firm of
BordNeds Brokers, Ine. . as of
l 12131 , 20_o! , are true and correct. | further swear (or affirm) that neither the company
r any partner, proprietor, principal officer or director has any proprietary interest in any account classified soley as that of a

istomer, except as follows:
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Iis report** contains (check all applicable boxes):
M (a) Facing page.
(b) Statement of Financial Condition.
(c) Statement of Income (Loss).
0O (d) Statement of Changes in Financial Condition.
(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietor's Capital.
! (f) Statement of Changes in Liabilities Subordinated to Claims or 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.
(i) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A or Rule 15¢3-3.
' (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation.
B ()  An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report.
D (n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.
(o) Schedule of Segregation Requirements and Funds in Segregation for Customers Trading on U.S. Commaodity Exchanges.
(p) Statement of Secured Amount and Funds Held in Separate Accounts for Foreign Futures and Options Customers Pursuant to
i Commission Regulation 30.7.

l’or conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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i” ERNST& YOUNG | & Ernst & Young LLp & Phone: (212) 773-3000

787 Seventh Avenue www.ey.com
New York, New York 10019

Report of Independent Auditors

The Board of Directors and Shareholders
Bondnet Brokers, Inc.

We have audited the accompanying statement of financial condition of Bondnet Brokers, Inc.,
(the “Company”) as of December 31, 2001. This statement of financial condition is the
responsibility of the Company’s management. Our responsibility is to express an opinion on
the statement of financial condition based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States. 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 includes examining, on a test basis, evidence supporting the amounts and disclosures
in the statement of financial condition. An audit 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 provides a
reasonable basis for our opinion.

In our opinion, the statement of financial condition referred to above present fairly, in all
material respects, the financial position of Bondnet Brokers, Inc. at December 31, 2001, in
conformity with accounting principles generally accepted in the United States.

February 25, 2002

Ernst & Young LLP is a member of Ernst & Young International, Ltd. 1




Bondnet Brokers, Inc.
(a wholly-owned subsidiary of The Bank of New York)

Statement of Financial Condition

December 31, 2001

Assets

Cash

Securities owned—at market value
Total assets

Liabilities

Taxes payable to Parent

Total liabilities

Shareholder’s equity
Common stock—$1.00 par value, 1,000 shares

authorized, 1,000 shares issued and outstanding

Additional paid-in capital
Retained earnings

Total shareholder’s equity

Total liabilities and shareholder’s equity

See accompanying notes.

5,000

45,652
50,652

228
228

1,000
49,000
424

50,424

50,652




Bondnet Brokers, Inc.
(a wholly-owned subsidiary of The Bank of New York)

Notes to Statement of Financial Condition

December 31, 2001
1. Organization

Bondnet Brokers, Inc. (the “Company”) is a wholly-owned subsidiary of The Bank of New
York (the “Parent”). The Company was incorporated in the state of Delaware on August 16,
1999.

The Company is a registered broker/dealer under the Securities Exchange Act of 1934, and is
a member of the National Association of Securities Dealers (the “NASD”). During the year
ended December 31, 2001, there was no activity in the entity.

2. Summary of Significant Accounting Policies

General

The preparation of the statement of financial condition in conformity with accounting
principles generally accepted in the United States requires management to make estimates and
assumptions that affect the amounts reported in the statement of financial condition and
accompanying notes. Actual results may differ from those estimates.

Securities Owned

Securities owned are recorded on a trade date basis. Securities owned are stated at market
value.

3. Regulatory Requirements

The Company is subject to the Uniform Net Capital requirements of the Securities and
Exchange Commission under Rule 15¢3-1. The Commission’s requirements also provide that
equity capital may not be withdrawn or cash dividends paid if certain minimum net capital
requirements are not met. The Company computes its net capital in accordance with the
aggregate indebtedness method of this rule.

The ratio of aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1
(the rule also provides that equity capital may not be withdrawn or cash dividends paid if the
resulting net capital ratio would exceed 10 to 1). Under Rule 15¢3-1, the Company is required
to maintain a minimum net capital of $5,000 or 6-2/3% of aggregate indebtedness.




Bondnet Brokers, Inc.
(a wholly-owned subsidiary of The Bank of New York)

Notes to Statement of Financial Condition (continued)

December 31, 2001
3. Regulatory Requirements (continued)

At December 31, 2001, the Company had net capital of $42,228, which waé $37,228 in excess
of the amount required to be maintained at that date. The Company’s ratio of aggregate
indebtedness to net capital was .005 to 1.

4. Income Taxes

The Company is included in the consolidated federal and combined state and local income tax
returns filed by the Parent. Income taxes are calculated as if the Company filed on a separate
return basis, and the amount of current tax expense or benefit calculated is either remitted to or
received from the Parent, pursuant to a tax sharing agreement between the Parent and the
Company.

5. Related Party Transaction
At December 31, 2001, the Company had $5,000 on deposit with the Parent. In addition,

securities owned of $45,652 are invested in mutual funds managed by an affiliate of the
Parent.



