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CERTIFIED PUBLIC ACCOUNTANTS, INC.

" BARIL
SMITH

INDEPENDENT AUDITOR'S REPORT

10 State Street
Woburn, MA 01801
(781) 938-6855
Fax (781) 933-4765

To the Sharecholder of
Old Colony Investment Group, Inc.,
Boston, Massachusetts

We have audited the accompanying statement of financial condition of Old Colony Investment
Group, Inc. as of December 31, 2001 and the related statements of income, changes in ownership
equity and cash flows for the year then ended. These financial statements are the responsibility of
the Company's management. Our respon51b1hty is to express an oplnlon on these financial
statements based on our audit. '

We conducted our audit in accordance with generally accepted auditing standards. 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 presentatlon We believe that our audit provides a
reasonable basis for our opinion. :

In our opinion, the financial statements referred to above, present fairly, in all materlal respects, the
financial position of Old Colony Investment Group, Inc. as of December 31, 2001 and the results of
its operations and its cash flows for the year then ended in conformity w1th generally accepted
accounting principles. -

Our audit was made for the purpose of forming an opinion on the basic financial statements taken as
a whole. The information contained on Pages 11-14 is presented for purposes 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 -

' subj ected to the audltmg 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 ba51c financial statements taken as a
whole. :

Woburn, Massachusetts
Tanuary 28, 2002
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OLD COLONY INVESTMENT GROUP, INC.

FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART ITA

DECEMBER 31, 2001

STATEMENT OF FINANCIAL CONDITION FOR CARRYING, NONCLEARING

AND CERTAIN OTHER BROKERS OR DEALERS

ASSETS
Allowable . Total
Cash - ’ , $ 7,127 $ 7.127
Total Assets - - . 7027 . 87127

Read Accompanying Notes and Accountants' Report
: 4-




OLD COLONY INVESTMENT GROUP, INC.

FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART ITA

DECEMBER 31, 2001

STATEMENT OF FINANCIAL CONDITION FORVCARRYING, NONCLEARING

AND CERTAIN OTHER BROKERS OR DEALERS

Due to affiliate

Total liabilities

OWNERSHIP EQUITY -

LIABILITIES

Corporation:
Preferred stock
Common Stock
Additional paid-in capital
Retained earnings

‘Total ,
Less capital stock in treasury

Total ownership equity -

Total liabilities and ownership equity

- Read Accompanying Notes and Accountants' Report
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153,348
(16.661)
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OLD COLONY INVESTMENT GROUP, INC.

FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART HA

FOR THE YEAR ENDED DECEMBER 31, 2001

STATEMENT OF INCOME (LOSS)

EXPENSES
Other expenseé . ‘ | ' _ -~ §.1.735
. Total expenses | ' » _ 1,735
NET INCOME
Net income (loss) before federal income taxes and items below o O $(1.735)
Net income (loss) after federal income taxes and extraordinary items v $ (1,735)

Read Accompanying Notes and Accountants' Report




OLD COLONY INVESTMENT GROUP, INC.

FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART I1A

FOR THE YEAR ENDED DECEMBER 31, 2001

STATEMENT OF CHANGES IN OWNERSHIP EQUITY

(SOLE PROPRIETORSHIP, PARTNERSHIP OR CORPORATION)

Balance, beginning of period N _ $ 7,996
Net income (loss) ' $(1.735)
Balance, end of period , ‘ ‘ - $ 6.26]

Read Accompanying Notes and Accountants' Report




OLD COLONY INVESTMENT GROUP, INC.

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2001

Operating activities:
Net loss , , o : $(1,735)

Financing activities:

‘Advances from afﬁliété | o | | 866
' Net decrease in cash , | (869)

Cash and cash equivalents, beginning of the yyear - 7,996
Cash and cash equivalents, end of the year , o ‘ | M

Read Accompanying Notes and Accountants' Report
-8- ‘
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OLD COLONY INVESTMENT GROUP, INC.

NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2001

Note 1 - Shmmarv of significant accounting policies

Description of business

Old Colony Investment Group, Inc. is engaged in the business of providing discount brokerage

- services. The Company does not directly hold accounts for its clients and operates on fully

disclosed basis. '

Accounting policies

The Company's policy is to prepare its financial statements on the basis of generally accepted
accounting principles. This basis of accounting involves the application of accrual accounting; -
consequently, revenues and gains are recognized when earned and expenses and loss are
recognized when incurred. Financial statements items are recorded at historical costs and often
involve the utilization of estimates. Consequently; financial statement items do not necessarily
represent current values.

The process of preparing financial statements in conformity with generally accepted accounting
principles requires the use of estimates and assumptions regarding certain types of assets;
liabilities, revenues and expenses. Such estimates primarily relate to unsettled transactions and
events as of the date of the financial statements. Accordingly, upon settlement, actual results
may differ from estimated amounts.

The significant accounting policies utilized by the Company are described below:

Clearing asgreements

The Company has a clearing agreement with National Financial Services, LLC, whereby,
National Financial Services, LLC clears transactions for Company customers and carries the
accounts of such customers on a fully disclosed basis as customers of National Financial
Services, LLC. Accordingly, the Company does not carry customers' accounts and does not
receive, deliver, hold cash or securities in connection with such transactions.

Security transactions and recognition of income

Security transactions and the recognition of related income and expense are recorded on a trade

“date basis.




Note 1 - Summary of significant accounting policies - continued

Net capital requirements

Pursuant to the net capital provisions of Rule 15¢3-1 of the Securities Exchange Act of 1934, the
Company is required to maintain a minimum net capital, as defined under such provision. Net
capital and the related net capital ratio may fluctuate on a daily basis. Under these rules the ratio
of aggregate indebtedness to net capital must not exceed 15 to 1, and the Company must
maintain net capital of $5,000. The Company's net capital was $6, 261 and the Company's net
capital ratio was .14 to 1 at December 31, 2001. :

Cz_lsh equivalents _

The Company has established a policy of defining cash equivalents as all highly liquid
investments with a maturity of three months or less. The Company has money market accounts
with various business financial companies which have significant cash balances.

-10-




OLD COLONY INVESTMENT GROUP, INC.

FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA

FOR THE YEAR ENDED DECEMBER 31, 2001

COMPUTATION OF NET CAPITAL

Total ownership equity from Statement of Financial Coﬁdition $ 6,261
Tovtal ownerSﬁip equitybqualiﬁed for net capital ‘ : | 6,621
Total capital and subordinated 'lial‘ailities ‘ _ | - v6,621
Net capifal before haircuts on securities positions | ‘ . 0,621 -
Net capital N o . - | 6.261

Read Accompanying Notes arnid Accountants' Report \
: -11- ‘




OLD COLONY INVESTMENT GROUP. INC.

" FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART IIA

FOR THE YEAR‘ENDED DECEMBER 31, 2001

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Minimum net capital required
_ Minimum dollar net capital requirement. of teporting broker or dealer
- and minimum net capital requirement of subsidiaries computed
in accordance with Note (A) ‘ :
Net capital requirement

Excess net capital

- Excess net capital at 1000%

'COMPUTATION OF AGGREGATE INDEBTEDNESS

Total Al liabilities from Statement of Financial Condition »
Total aggregate indebtedness

Percentage of aggregate indebtedness to net capital

Read Accompanying Notes and Accountants' Report
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$ 5,000

5,000
1,261

6,261

S 866
866
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OLD COLONY INVESTMENT GROUP INC

F INAN CIAL AND OPERATIONAL COMBINED UNIF ORM SINGLE REPORT

PART ITA

FOR THE YEAR ENDED DECEMBER 31, 2001

EXEMPTIVE PROVISION UNDER RULE 15¢3-3

If an exemptlon from Rule 15¢3-3 is clalmed identify below the section upon which such
exemption is based :

(k)  (2)(B) - All customer transactions cleared through another broker-dealer on a fﬁl’ly
disclosed basis. Name of clearing firm: National Financial Services, LLC

Read Accompanymg Notes and Accountants’ Report
-13- ‘




OLD COLONY INVESTMENT GROUP, INC.

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS

FOR BROKER-DEALERS UNDER RULE 15¢3-3

~AS OF DECEMBER 31. 2001

There were no material differences existing between the Audited Computation of 15¢3-3 Reserve
Requirements and the broker/dealer's corresponding Unaudited FOCUS TIA.

-14-




CERTIFIED PUBLIC ACCOUNTANTS, INC.

INDEPENDENT AUDITOR'S REPORT

10 State Street . . . )
Woburn, MA 01801 ‘ - ONINTERNAL CONTROL
(781) 938-6855
Fax (781) 933-4765

REQUIR_ED BY SEC RULE 17 A-5

To the Shareholder of }
Old Colony Investment Group, Inc.,
Boston, Massachusetts

In planning and performing our audit of the financial statements of Old Colony Investment Group, -
Inc. for the year ended December 31, 2001, we considered its internal control structure, including
procedures for safeguardmg securities, in order to determine our auditing procedures for the
purpose of expressing our opinion on the ﬂnanc1al statements and not to provide assurance on the
internal control structure.

Also as 1equ1red by Rule 17a-5 (g)(1) of the Securities and Exchange Commission, we have made a
study of the practices and procedures followed by Old Colony Investment Group, Inc. 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 the procedures for
determining compliance with the exeniptive 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 securlty 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 control 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 generally  accepted accounting
principles. Rule 17a-5(g) lists additional objectlves of the practices and procedures listed in the
preceding paragraph.

-15-




To the Shareholder of ‘
Old Colony Investment Group, Inc.

Because of inherent limitations in any internal control structure or the practices and procedures
referred to above, errors or irregularities 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 conditions or that the effectiveness of their design and operation may deteriorate.

QOur consideration of the internal control structure would not necessarily disclose all matters in the
internal control structure 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 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 safeguardmg securities,
that we COllSldGl 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
Companys practices and pxocedures 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 for any.other purpose.

Woburn, Massachusetts
January 2§, 2002
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