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PricewaterhouseCoopers LLP
1177 Avenue of the Americas
New York NY 10036
Telephone (646) 471 4000
Facsimile (646) 471 4100

Report of Independent Accountants

To the Board of Directors and Stockholder of -
ODDO Securities Corporation

In our opinion, the accompanying statement of financial condition presents fairly, in all material

- respects, the financial position of ODDO Securities Corporation (the “Company”) at December 31,

2001, in conformity with accounting principles generally accepted in the United States of America.
This financial statement is the responsibility of the Conipany’s management; our responsibility is to
express an opinion on this financial statement based on our audit. We conducted our audit of this
statement in accordance with auditing standards generally accepted in the United States of America,
which require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statement is free of material misstatement. An audit includes exarﬁining, on a test basis,
evidence supporting the an_lounfs and disclosures in the financial statement, assessing the accounting
principles used and significant estimates made by management, and evaluating the overall financial

statement presentation. We believe that our audit provides a reasonable basis for our opinion.

(RscinsasdameLoapuo) 33

February 28, 2002




ODDO Securities Corporation
Statement of Financial Condition
December 31, 2001

Total liabilities and stockholder's equity $

Assets
Cash and cash equivalents _ $ 341,869
, Due from Parent ' 1,083,642
Receivable from clearing broker 52,957
Equipment, construction costs and leasehold improvements, net of accumulated
depreciation and amortization of $46,575 24,938
Other assets 44 336
Total assets ' $ 1,547,742
Liabilities and stockholder's equity
Liabilities \
Accounts payable and accrued expenses : - % 322,607
. Taxes payable 29,481
Total liabilities 352,088
Stockholder's equity
Common stock, no par value
- Authorized 200 shares; issued 1 share
Paid-in capital 1,349911
Accumulated deficit (154,257)
Total stockﬁolder's equity 1,195,654
1,547,742

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




ODDO Securities Corporation 3
Notes to Statement of Financial Condition

1. Organization and Business

ODDO Securities Corporation (the “Company™) is a broker-dealer in securities registered with
the Securities and Exchange Commission and became a member of the National Association for
Securities Dealers, Inc. The Company engages primarily in brokerage and investment advisory
services with respect to French securities. The Company is a wholly owned subsidiary of ODDO
& Cie (the “Parent”™). '

The Company acts as an agent for customers in the purchase and sale primarily of foreign
securities. The Company executes and clears all of these trades through the Parent. These trades
are settled on a delivery versus payment basis.

2. Significant Accounting Policies

Cash and cash equivalents consist of cash and investments in certificates of deposit.
Furniture and equipment are fully depreciated in the period acquired.

The Company records all securities transactions, mcludmg commission revenue and related
expenses, on a trade-date basis.

Depreciation is provided on a straight-line basis using estimated useful lines of the related assets.
Leasehold improvements are amortized over the lesser of the economic useful life of the
improvement or the term of the lease.

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

3. Regulatory Requirements

The Company is subject to the Securities and Exchange Commission (“SEC”) Uniform Net
Capital Rule (SEC Rule 15¢3-1), which requires that the ratio of aggregate indebtedness to net
capital, as defined, shall not exceed 15 to 1.

As of December 31, 2001, the Company had net capital of $114,969 as compared with the'
required minimum net capital of $100,000.

The Company operates as an introducing broker by clearing all transactions with and for
customers through the Parent and a U.S. introducing broker and claims exemption under section
(K)(2)(1) and (K)(2)(i1) of Rule 15¢3-3.

4. Income Taxes

The Company’s tax liability represents a deferred tax payable primarily due to differences
between the cash and accrued basis of tax reporting net of tax net operatmg losses. The tax net
operating losses begin to expire in 2013.




ODDO Securities Corporation 4
Statement of Financial Condition

5. Commitments and Contingencies

The Company leases office space and certain equipment under an operating lease expiring on
June 30, 2003. Aggregate minimum annual rental commitments are as follows:

Year ending December 31,

2002 | $ 67,512
2003 | 33,756
Total minimum future rental payments $ 101,268

6. Financial Instruments with Off-Balance Sheet Risk

The Company is engaged in various brokerage activities whose counterparties are primarily
institutions. In the normal course of business, the Company is involved in the execution and
settlement of various securities transactions. These activities may expose the Company to risk of
loss in the event that the counterparty is unable to fulfill its contracted obligations and the
Company has to purchase or sell the securities underlying the contract at a loss. There were no
such transactions open at December 31,2001.

The company’s cash and cash equivalents are with a bank.

7. Related Party Transactions

The Parent and other affiliates provide market research and technical advice to the Company at
no cost. In addition, the Parent provides financing as needed to the Company.

The accompanying notes are an integral part of these financial statements.
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Report of Independent Accountants on Internal Accounting
o _ Control Required by SEC Rule 17a-5

February 28§, 2002

To the Board of Directors and
Stockholder of ODDO Securities Corporation:

In planning and performing our audit of the financial statements and supplemental schedules of ODDO
Securities Corporation (the “Company”) for the year ended December 31, 2001, we considered its
internal control, including control activities 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 (the “SEC”), we
have made a study of the practices and procedures followed by the Company, including tests of
compliance with such practices and procedures, that we considered relevant to the objectives stated in
Rule 17a-5(g), in the following:

(1) Making the periodic computations of aggregate indebtedness and net capital under Rule 17a-
3(a)(11); and : :

(2)  Determining compliance with the exemptive provisions of Rule 15¢3-3.

(3) Making quarterly securities examinations, counts, verifications, and comparisons and in the
recordation of differences required by Rule 17a-13;

Because the Company does not carry securities accounts for customers or perform custodial functions

relating to customer securities, we did not review the practices and procedures followed by the

Company in any of the following:

(1) Complying with the requirements for prompt payment for securities under Section 8 of Federal
Reserve Regulation T of the Board of Governors of the Federal Reserve System; and

(2) Obtaining and maintaining physical possession or control of all fully paid and excess margin
securities of customers as required by Rule 15¢3-3.

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,
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estimates and judgments by management are required to assess the expected benefits and related costs |
of control 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 SEC’s 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 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 accordance with generally accepted accounting principles. Rule
.17a-5(g) lists additional objectives of the practices and procedures listed in the preceding paragraph.
Because of inherent limitations in internal controls or the practices and procedures referred to above,
errors 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 conditions or that
the effectiveness of their design and operation may deteriorate.

Our consideration of internal controls 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 specific internal
control components does not reduce to a relatively low level the nisk that errors 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 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 of this report are considered by the SEC 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 December 31, 2000, to meet the SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors, stockholder,
management, the SEC, the National Association of Securities Dealers and other regulatory agencies
which rely on Rule 17a-5(g) under the Securities Exchange Act of 1934 in their regulation of registered
broker dealers, and is not intended to be and should not be used by anyone other than these specified
parties.




