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OATH OR AFFIRMATION

1, “David Bitterworth , swear (or affirm) that, to the

best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
NFA Brokerage Services, Inc.

as of

February 18002 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:

None Attached

Notary Public Sensaiam v
My Somnussien

%4/ 4 %%/ - - ‘ TR u_u
WICHELE A, FOOERISE, Ry Pudt

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.
(e Statement of Changes in Stockholders’ Equity or Partners or Sole Propnetor s Capital.
(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
(g) Computation of Net Capital
(h) Computation for Determination of Reserve Reqmrements Pursuant to Rule 15¢3-3.
(1) 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 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 or found to have existed since the date of the previous audit.

oo o D@D@D@E@ﬁﬁ

**For conditions of confidential treatment of certain pohioﬁs of this filing, see”secti‘on 240.17a-5(e)(3).
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I havé audited the accompanying statement of financial condltlon of
NFA BROKERAGE SERVICES, INC. (A Pennsylvanla Corporatlon) as of
December 31, 2001 and 2000 and ‘the related” statements of - income,
"changes. in stockholder ‘s equlty, changes in liabilities subordinatedl
to claims . .of general. creditors, and ,cash flows. for the tyears then
" ended. These financial ,statements are the' respon51b111ty ‘Of the .
Company's management My respon51blllty is. to express an. opinion -
. on these f1nanc1al statements based on my audlt ' S .

I conducted my audlt in accordance w1th audltlno standards generallye
‘accepted in. the United States, of Amerlca - Those - standards: ,requlre
" that ‘I plan and . perform the‘»audlt to obtaln reasonable assurance’
. about whether the flnanc1al statements are free' of. materlal mis-
.statement. ', An audit includes ‘examlnlng, on a test basis, evidence
»supportlng the amounts :and dlsclosures 1n the flnanc1al statements.
An audit also 1ncludes assessing . the accountlng prlnc1ples used and
-significant estimates’ made by management as well as evaluating the
‘overall financial statement presentation. I’ believe that ,my audit .
prov1des a reasonable ba51s for my- oplnlon o L S
In *my ;opinion, the financial statements referred to above present
i oo fairly, in all material ‘respects, th flnanc1al position. of . NFA -
~ . BROKERAGE SERVICES, INC. as of December 31, 2001 and 2000, and the’
s Tresults of theéir operatlons anid ‘their cash flows for the hYears‘thenj
ended in conformlty with accountlng prlnc1ples generally ‘accepted
in the United States of Amerlca SRR ' Co e
© My audlt was’ conducted "for. the purpose of formlng an oplnlon on the
~ basic flnan01al ' statements . taken‘fas- af_whole * The 1nformatlonl
:contalned 1n‘ Schedule I, is” presented for purposes of addltronal»
analysis - and . not a requlred part of the ba51c financial | -
statements, but 1s supplementary 1nformatlon requlred by Rule 17a- 5 .
of the Secur1t1es and - Exchange Commission. " Such 1nformatlon has'
" been " subjected to the audltlng procedureS' applied in: ‘the! ‘audit of
the basic financial statéments and;. in my opinion, is fairly stated ..
in all material " ‘respects in _relatiOn:fto‘vthe ‘basic ~financial
statements taken as a whole ' S Rt

February 19,:2002

L Co ""-"'_, ‘QPage"B
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NFA BROKERAGE SERVICES, INC.

STATEMENT OF FINANCIAL CONDITION

December 31,

ASSETS

Cash
Commissions Receivable

TOTAL ASSETS

LIABILITIES AND SHAREHOLDER'S EQUITY

Accounts Payable (Note 2)

TOTAL LIABILITIES

SHAREHOLDER'S EQUITY

Common Stock - authorized 1,000
shares at no par value; issued and
outstanding 100 shares

Additional Paid in Capital

Retained Earnings

TOTAL SHAREHOLDER'S EQUITY

TOTAL LIABILITIES AND
SHAREHOLDER'S EQUITY

2001 and 2000

2001 2000
20,275.41 S 10,701.80
13,771.29 19,707.63
34,046.70 $ 30,409.53

9,746 .26 S 766.76

9,746.26 766.76
11,000.00 S 11,000.00

5,826.33 5,826.33

7,474.11 12,816 .44
24,300.4¢4 29,642 .77
34,046.70 $ 30,409.53

The accompanying notes are an integral part of these financial statements.
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NFA BROKERAGE SERVICES,
STATEMENT OF OPERATIONS
For the Years Ended December 31,

REVENUES

OPERATING EXPENSES
Management Fees (Note 2)
Office Expense

Total Operating Expenses

OPERATING INCOME (LOSS)
OTHER INCOME
Interest Income
Miscellaneous Income
Total Other Income

NET INCOME (LOSS) BEFORE INCOME TAXES

Income Taxes (Note 3)

NET INCOME (LOSS)

INC.

2001 and 2000

2001 2000
$ 83,585.89 $ 135,558.91
$ 89,200.00 $ 140,400.00
114.88 1.61
89,314.38 140,401.61
( 5,728.99) ( 4,842.70)
261.66 426.94
125.00 1,184.00
386.66 1,610.54
( 5,342.33) ( 3,231.76)
$( 33) $( 3,231.76)

5,342.

The accompanying notes are an integral part of the financial statements.
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NFA BROKERAGE SERVICES, INC.
STATEMENT OF CHANGES IN STOCKHOLDER'S EQUITY
For the Years Ended December 31, 2001 and 2000

2001 2000
Retained Earnings - Beginning S 12,816.44 $ 16,048.20
Net (Loss) Income for the Year
ended December 31 ( 5,342.33) { 3,231.76)
Retained Earnings - Ending S 7,474.11 S 12,816.44

The accompanying notes are an integral part of the financial statements.
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NFA BROKERAGE SERVICES, INC.
STATEMENT OF CASH FLOWS
For the Years Ended December 31, 2001 and 2000

2001 2000
CASH FLOWS FROM OPERATING ACTIVITIES:
Net Income (Loss) S 5,342.33) S{( 3,231.76)
Adjustments to reconcile net income (loss) to net cash
provided (used) by operating activities:
(Increase) decrease in accounts receivable 5,936.34 2,333.13
Increase (decrease) in Accounts Payable 8,979.50 ({ 219.24)
Total adjustments 14,915.84 2,113.89
Net cash provided (used) by operating activities 9,573.51 _( 1,117.87)
NET INCREASE (DECREASE) IN CASH AND EQUIVALENTS 9,573.51 ( 1,117.87)
Cash and equivalents, beginning 10,701.90 11,819.77
Cash and equivalents, ending . $ 20,275.41 s 10,701.90

The accompanying notes are an integral part of the financial statements.
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Note 1.

NFA BROKERAGE SERVICES, INC.
Notes to Financial Statements

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

GENERAL

The Company was incorporated on October 12, 1994 in the
Commonwealth of Pennsylvania. The Company is a wholly-owned
subsidiary of a Pennsylvania corporation, The National
Advisory Group, Inc. The National Advisory Group, Inc.
became a wholly-owned subsidiary of Pennrock Financial
Services Corp., a Pennsylvania corporation, through stock
acquisition on March 15, 2001. The primary purpose of the
Company 1is the provision of financial and brokerage
services to the general public. The Company is registered
with the National Association of Securities Dealers, Inc.,
(NASD), and the Securities and Exchange Commission.

ACCOUNTING
The Company's financial statements are presented on the
accrual basis of accounting. The Company reports its

activity on the cash basis for income tax purposes. A
consclidated return is filed with the parent company each
year.

CASH AND CASH EQUIVALENTS ’

For purposes of the statement of cash flows, the Company
considers all short-term investments with an 1initial
maturity of three months or less to be cash equivalents.

BAD DEBTS
The Company utilizes the '"direct write-off" method if
accounts receivable are proven to be uncocllectible.

USE OF ESTIMATES

The preparation of financial statements in conformity with
generally accepted accounting principles requires manage-
ment 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
financial statements and the reported amounts of revenues
and expenses during the reporting period. Actual results
could differ from those estimates.
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Note 2.

Note 3.

Note 4.

Note 5.

NFA BROKERAGE SERVICES, INC.
Notes to Financial Statements

RELATED PARTY TRANSACTIONS

As indicated in Note 1, the Company is a wholly-owned sub-
sidiary of The National Adviscry Group, Inc. Under a
management agreement all operating expenses are to be paid
by The National Advisory Group Inc. For the vyear ended
December 31, 2001, management expenses totalled $ 89,200,
of which §$ 9,000 was included in the $ 9,746 accounts
payable to The National Advisory Group, Inc.

INCOME TAXES

As mentioned in Note 1, The Company is a wholly-owned
subsidiary and therefore files it tax return on a consoli-
dated basis with the parent corporation; accordingly no
accrual has been made for a tax expense or benefit.

CONCENTRATIONS OF CREDIT RISK

Financial instruments that potentially subject the Company
to concentrations of credit risk consist principally of
commissions receivable. At December 31, 2001, the balance
of these receivables, $ 13,771, was due from nationally
regulated brokerage firms for which collateral is not
applicable.

LIABILITIES SUBORDINATED TO CLAIMS OF GENERAL CREDITORS

There were no liabilities subordinated to claims of general
creditors as of December 31, 2001 nor during the year then
ended, consequently, the related statement of changes is
not applicable.
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NFA BROKERAGE SERVICES, INC.
Notes to Financial Statements

Note 6. RECONCILIATION OF NET CAPITAL PER FORM X-17a-5, PART IIA,
REPORT TO AUDITED FINANCIAL STATEMENTS

Per Form X-17A-5, Part IIA:
Line 1. Total ownership equity $24,300
Material Differences -0-

Per audited financial statement

Shareholder's equity $24,300
Line 6. Deductions or charges ‘ 4
Total non-allowable assets 13,771
Material Differences -0-

Per audited financial statement

Non-allowable charges (13,771)
Net Capital $10,529
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NFA BROKERAGE SERVICES, INC.
NET CAPITAL COMPUTATION
December 31, 2001

NET CAPITAL COMPUTATION:

Net Assets S 34,046.70
Less: liabilities ( 9,746.26)
Net Worth

Less: Non-Allowable Assets

Accounts receivable

NET CAPITAL (PURSUANT TO SEC RULE 15¢3-1)

Page 11
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NFA BROKERAGE SERVICES, INC.
SUPPLEMENTAL STATEMENT ON EXEMPTION FROM SEC RULE 15C3-3
For the Year Ended December 31, 2001

NFA Brokerage Services, Inc. claims exemption from SEC Rule 15c¢3-3
under section (k) (1) - limited business {mutual funds and/or variable
annuities only), consequently, the "Computation for Determination of
Reserve Requirements Under Rule 15c¢c3-3" and the schedule of "Informa-

tion for Possession or Control Reguirements Under Rule 15c3-3"
are inapplicable.
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NFA BROKERAGE SERVICES, INC.
REPORT ON EXCLUSION FROM MEMBERSHIP IN SECURITIES
INVESTOR PROTECTION CORPORATION
For the Year Ended December 31, 2001

NFA Brokerage Services, Inc. claims exclusion from membership in the
Securities Investor Protection Corporation ("SIPC"). A Certificate of
Exclusion from Membership (SIPC-3) was filed by the Company on
January 10, 2002 with the Washington, DC office. In my opinion

exclusion appears to be consistent with the income reported by the
Company.
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‘Independent Audltor's Report on Internal Control Structure Requlred
' by SEC Rule 17a 5

Board of. Directors ‘
NFA Brokerage Serv1ces Inc. .
Dresher, PA 19025 . ' '

In plannlng and performlng my -audit of the flnanc1a1 statements of

- NFA Brokerage Services, Inc. for the year ended December 31, 2001, I
considered its internal control structure, including procedures for
‘safeguarding securities, in order to determlne my auditing procedures -
for the pgrpose of expressing my opinion on the financial statements
and not to provwde assurance. on the 1nternal control structure.

I also made a study of the practices and procedures followed by the
Company in making the periodic computations of aggregate indebtedness "
and net capital under rule 17a-3(a)(11) and the procedures for
vdetermlnlng compllance with the exemptive provisions of rule 15c3-3. I
did not review the practlces and procedures followed by the Company . in
making the quarterly securities- examinations, counts, verifications, -and
comparlsons and the recordation of différences required by rule 17a-13
or in complying 'with the requirements foxr prompt payment for sécurities.
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.:
NFA Brokerage Services, Inc. appears to be in-compliance with the
conditions of the exemption and no facts came to my attention indicating
‘that such condltlons had not been’ complled Wlth durlng the year

The management of NFA Brokerage Serv1ces Inc is respon81ble for
establishing and- malntalnlng an- internal control structure and the:.
practices and procedures referred to in the precedlng paragraph. In
- fulfilling this responsibilty, estimates and ‘judgments- by management are -
required to assess the expected benefits and related costs of internal
control structure pollc1es 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 o
Commission's above-mentioned objectives. -Two of ‘the objectlves~of'an'

~ internal control structure and the. practices and procedures are to

provide management with reasonable, but not absolute, . assurarice 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 17a- 5(g) lists additional

~objectives of the practlces and procedures llSted in the precedlng
' paragraph . . -
L ‘Page 14
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V;Betause of.rnherent limitations in any 1nternal control structure or the-
practices and procedures referred to above, :errors or. irregularities may
.occur -and not be’ detected. Also, progectlon of any- evaluation of them
to future periods’ is sub]ect ‘to- the risk that they . may become inadequate
because of changes 1n conditions or that the effectlveness .of thelr

deslgn and operatJon may deterlorate : : "

My tons1aeratlon of the \nternal control structure would ‘not necessarlly_\
disclose all matters in the internal control’ structure that might be o
material weaknesses under standards- establlshed by the Amerlcan Institute
of Certified Publlc Accountants. - A material weakress is a condition in
which the design or operation of the spec1f1c ‘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 furctions. - However, I noted no matters involving the internal .-
control structure, including procedures for safeguardlng securltles,_that
‘I conszder tobe materlal weaknesses as deflned above :

I understand that practlces and procedures that accompllsh the objectlves“
referred to in-the second paragraph of this’ report are.considered by the
Comm1ss1on teo be adequate for its purposes in -accordance with the
,Securltles Exchange Act of-1934 and related regulatlons, 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 my study, I belleve that the Company'’ s"'

practices and procedures were adequate at December 31 2001 to meet the
Commlss1on s objectlves o » . :

‘Thls report is. 1ntended 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. Securltles Exchange Act of-
“”1934 and should not be used for any other purpose

February 19, 2002




