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OATH OR AFFIRMATION

I Thomas J. Rogers

swear (or afﬁrm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules penz.mmg to the firm of

AM&M Investment Brokers, ‘Inc. asof

June 30 $3%._2002 ‘are true and correct. 1 further swear (or afﬁrm)thaznexthcr the company

nor any partner, proprietor, principal officer or director has any proprietary interest m any account classified solcy as that of
a customer, except as follows:
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Anteorfysk. Gugipo
Notary Puhlic in the State ofNew York
Monroe County
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(a) Facing page. _

(b) Statement of Financial Condition, '~

(¢) Statement of Income (Loss).
-{d)_Statement of Changes in Finandal ‘Condition.

(¢) Statement of Changes in Stockholders® Equity or Partners’ or Sole Proprictor’s Capital.

(f) 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.°

() 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 Reconciliauon 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 10 exist or found to have existed since the date of the previous audit.
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Deloitte
& Touche

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors and Stockholders of
AM. & M. Investment Brokers, Inc.-
Rochester, New York

We have audited the following financial statements of A.M. & M. Investment Brokers, Inc. (a New York
Corporation and a wholly owned subsidiary of A.M. & M. Financial Services, Inc.) (the “Company”) for
the years ended June 30, 2002 and 2001, that you are filing pursuant to Rule 17a-5 under the Securities
Exchange Act of 1934:

| Page
Balance Sheets 3
Statements of Operations 4
Statements of Changes in Stockholder’s Equity 5
Statements of Cash Flows 6

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 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. Our
procedures included a review of the Company’s control activities for safeguarding securities. 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
reasonable basis for our opinion.

In our opinion, such financial statements present fairly, in all material respects, the financial position of
AM. & M. Investment Brokers, Inc. at June 30, 2002 and 2001, and the results of its operations and its
cash flows for the years then ended in conformity with accounting principles generally accepted in the
United States of America.

Deloitte
Touche
Tohmatsu



Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as
a whole. The following supplemental schedules of A.M. & M. Investment Brokers, Inc. as of June 30,
2002, are presented for the purpose of additional analysis and are not a required part of the basic
consolidated financial statements, but are supplementary information required by Rule 17a-5 under the
Securities Exchange Act of 1934:

Page

Computation of Net Capital for Brokers and Dealers
Pursuant to Rule 15¢3-1 Under the Securities
Exchange Act of 1934 9

Computation for Determination of Reserve
Requirements for Brokers and Dealers Pursuant
to Rule 15¢3-3 Under the Securities Exchange
Act of 1934 10

These schedules are the responsibility of the Company’s management. Such schedules have been
subjected to the auditing procedures applied in our audit of the basic 2002 financial statements and, in our
opinion, are fairly stated in all material respects when considered in relation to the basic 2002 financial
statements taken as a whole.

ditetnd ¢ o1

August 23, 2002



A.M. & M. INVESTMENT BROKERS, INC.

(A Wholly Owned Subsidiary of A.M. & M. Financial Services, Inc.)

BALANCE SHEETS
JUNE 30, 2002 AND 2001

ASSETS

CURRENT ASSETS:

Cash and cash equivalents
Commissions receivable

Total current assets
DEFERRED INCOME TAX ASSET
DEPOSIT

TOTAL

LIABILITIES AND STOCKHOLDER'S EQUITY

CURRENT LIABILITIES:
Accrued commissions

STOCKHOLDER'S EQUITY:
Common stock, no par value, 200 shares

authorized, 100 shares issued and outstanding
Retained earnings

Total stockholder's equity

TOTAL

See notes to financial statements,

2002 2001
$127,328 $239,389
110,349 102,292
237,677 341,681
59,067 17,000
25,000 25,000
$321,744 $383,681
$172,798 $154,714
8,800 8,800
140,146 220,167
148,946 228,967
$321,744 $383,681




A.M. & M. INVESTMENT BROKERS, INC.

(A Wholly Owned Subsidiary of A.M. & M. Financial Services, Inc.)

STATEMENTS OF OPERATIONS
YEARS ENDED JUNE 30, 2002 AND 2001

COMMISSION REVENUE

OPERATING EXPENSES:
Commissions
Management fee

Insurance
Other

Total operating expenses

LOSS BEFORE PROVISION FOR INCOME TAXES

BENEFIT FOR INCOME TAXES

NET (LOSS) INCOME

See notes to financial statements.

2002 2001

$2,812,389  $2,888,703
2,324,150 2,350,498
469,949 511,451
15,430 17,739
124,944 28,403
2,934,473 2,908,091
(122,084) (19,388)
42,063 40,566

$ (80,021) § 21,178




A.M. & M. INVESTMENT BROKERS, INC.
(A Wholly Owned Subsidiary of A.M. & M. Financial Services, Inc.)

STATEMENTS OF CHANGES IN STOCKHOLDER'S EQUITY
YEARS ENDED JUNE 30, 2002 AND 2001

Common Stock

Retained

Shares Amount Earnings
BALANCE, June 30, 2000 100 $ 8,800 $198,989
Net income for fiscal 2001 21,178
BALANCE, June 30, 2001 100 8,800 220,167

Net loss for fiscal 2002 (80,021)
BALANCE, June 30, 2002 100 $ 8,800 $140,146

See notes to financial statements.



A.M. & M. INVESTMENT BROKERS, INC.

(A Wholly Owned Subsidiary of A.M. & M. Financial Services, Inc.)

STATEMENTS OF CASH FLOWS
YEARS ENDED JUNE 30, 2002 AND 2001

CASH FLOW FROM OPERATING ACTIVITIES:
Net (loss) income
Adjustments to reconcile net (loss) income to net
cash flow (used in) provided by operating activities:
Changes in:
Commissions receivable

Accrued commissions
Accrued and deferred income taxes

Net cash flow (used in) provided by operating activities

CASH AND CASH EQUIVALENTS - BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS - END OF YEAR

See notes to financial statements.

2002 2001
$ (80,021) $ 21,178
(8,057) 132,883
18,084 (98,199)
(42.067) (51,000)
(112,061) 4,862
239,389 234,527
$127,328  $239,389




A.M. & M. INVESTMENT BROKERS, INC.
(A Wholly Owned Subsidiary of A.M. & M. Financial Services, Inc.)

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2002 AND 2001

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization — AM. & M. Investment Brokers, Inc. (“the Company™), located in Rochester, New York,
is a member of the National Association of Securities Dealers and is a registered broker/dealer. The
Company sells securities primarily in the Upstate New York area.

The Company is a wholly owned subsidiary of A.M. & M. Financial Services, Inc. (AM&M).

Basis of Accounting — The Company’s financial statements are prepared on the accrual basis of
accounting.

Cash and Cash Equivalents — Cash and cash equivalents include all highly liquid debt instruments with
an original maturity of three months or less. Cash and cash equivalents include $49,750 and $96,570 at

June 30, 2002 and 2001, respectively, which represents the Company’s share of cash in a pooled account
with other related companies. ‘

Deposit — The Company has a cash deposit with an organization which transacts security trades on
behalf of the Company. This deposit is refundable when the relationship is terminated.

Recognition of Revenue — Mutual fund commissions are recognized on an accrual basis as the
customers’ funds are submitted to the respective mutual funds for investment.

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 in the financial statements and accompanying notes.
Actual results could differ from those estimates.

2. INCOME TAXES

The Company is included in the consolidated Federal and New York State income tax returns of
AM&M.

The Company is party to an informal tax sharing agreement with AM&M. Under the terms of the
agreement, the Company pays an amount of tax to AM&M equal to the amount of Federal and New
York State income tax which would be due if the Company filed a separate Federal and New York State
income tax return. The Company receives benefit for losses to the extent it has paid tax in the past or, if
it has a net operating loss carryforward, when it realizes the benefit therefrom. The Company also
provides deferred income taxes as if it was filing a separate Federal and New York State income tax
return.

The income tax provisions for fiscal 2002 and 2001 reflect Federal and New York State corporate taxes
at statutory rates.



The deferred tax assets and liabilities are attributable to the Company reporting on the cash basis of
accounting for income tax purposes, and the net operating loss incurred in 2002.

RELATED PARTY TRANSACTIONS

Management Fee — The Company is charged a management fee by an affiliated company for providing
administrative services, office space and equipment. This fee is based upon salaries and other
administrative costs and was $469,949 and $511,451 for the years ended June 30, 2002 and 2001,
respectively.

Commissions — Commissions totalling $612,005 and $489,603 were paid to the principal officer of the
Company during fiscal 2002 and 2001, respectively.

Line of Credit — The Company guarantees amounts borrowed under a $100,000 line of credit agreement
in the name of its parent, AM&M. At June 30, 2002 and 2001, AM&M had $55,829 and $88,667 in
outstanding borrowings under this agreement, respectively.

* ok ok ok %k k



A.M. & M. INVESTMENT BROKERS, INC.

(A Wholly Owned Subsidiary of A.M. & M. Financial Services, Inc.)

EXCESS NET CAPITAL
JUNE 30, 2002

Pursuant to Rule 15¢3-1 of the Securities and Exchange Commission (the Net Capital Rule),
the Company has the following excess net capital at June 30, 2002:

TOTAL ASSETS
LESS: TOTAL LIABILITIES

NET WORTH
PLUS: SUBORDINATED INDEBTEDNESS

ADJUSTED NET WORTH
LESS: NON-ALLOWABLE ASSETS

NET CAPITAL

NET CAPITAL REQUIREMENTS:
6-2/3% of aggregate indebtedness

Minimum requirement
Greater of the above

EXCESS NET CAPITAL

RECONCILIATION WITH COMPANY'S COMPUTATION
(included in Part II of Form X-17-A-S as of June 30, 2002)

Net capital, as reported in Company's Part II (unaudited)

FOCUS report

Deferred income tax asset not recorded in FOCUS report

Post-closing adjustment

NET CAPITAL PER ABOVE

$321,744

172,798

148,946

148,946

3,537

$ 11,519

$ 50,000

$ 145,409

50,000

$ 95,409

$ 62,312

59,067

24,030

$ 145,409



A.M. & M. INVESTMENT BROKERS, INC.
(A Wholly Owned Subsidiary of A.M. & M. Financial Services, inc.)

EXEMPTIVE PROVISION UNDER RULE 15¢3-3 OF
THE SECURITIES AND EXCHANGE COMMISSION
JUNE 30, 2002

The Company does not affect transactions for anyone defined as a customer under Rule 15¢3-3. Accordingly,
there are no items to report under the requirements of this Rule.

-10 -



Deloitte & Touche LLP
2200 Chase Square
Rochester, New York 14604-1998

Tel: (585) 238-3300
Fax: (585) 232-2890
www.deloitte.com

Deloitte
& Touche

INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL STRUCTURE

To the Board of Directors of
AM. & M. Investment Brokers, Inc.

In planning and performing our audit of the financial statements of A.M. & M. Investment Brokers, Inc.
(a New York Corporation and wholly owned subsidiary of A.M. & M. Financial Services, Inc.)

(the “Company”) for the year ended June 30, 2002 (on which we have issued our opinion dated

August 23, 2002), we considered its internal control, including control activities for safeguarding
securities, in order to determine our auditing procedures for the purpose of expressing an opinion on the
financial statements and not to provide assurance on the Company’s internal control.

Also, as required by rule 17a-5(g)(1) of the Securities Exchange Act of 1934, we have made a study of
the practices and procedures (including tests of compliance with practice and procedures) followed by the
Company that we considered relevant to the objectives stated in rule 17a-5(g) in making the periodic
computations of aggregate indebtedness and net capital under rule 17a-3(a)(11) and for determining
compliance with the exemptive provisions of rule 15¢3-3. 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 for 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 judgements by management are required to assess the expected benefits and related costs of internal
control and of the practices and procedures, and to assess whether those practices and procedures can be
expected to achieve the Security and Exchange Commission’s (the “Commission”) above-mentioned
objectives. Two of the objectives of internal control 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 acquisitions, use or disposition, and that
transactions are executed in accordance with management’s authorization and recorded properly to permit
the 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 the inherent limitations in any internal control or the practices and procedures referred to
above, misstatements due to error or fraud may occur and not be detected. Also, projections of any
evaluation to future periods are subject to the risk that they may become inadequate because of changes in
conditions or that the degree of compliance with the practices and procedures may deteriorate.

Deloitte
Touche -11-
Tohmatsu



Our consideration of the Company’s internal control would not necessarily disclose all matters in the
Company’s 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 internal control components does not reduce to a relatively low
level the risk that misstatements caused by 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 functions. However, we noted no matters involving the
Company’s internal control and its operation, including control activities 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 of 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 objectives 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 June 30, 2002 to meet the Commission’s objectives.

This report is intended solely for the information and use of the board of directors, management, and 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 is not
intended to be and should not be used by anyone other than these specified parties.

WM e

August 23, 2002
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