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Information Required of Brokers and Dealers Pursuant to Section 17 of the
Securities Exchange Act of 1934 and Rule 17a-5 Thereunder
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A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER:

OFFICIAL USE ONLY

Barclays Global Investors Services

: FIAM [D. NO.
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.)
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San Francisco California 94105
(City) (State) (Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT

Nancy Yeung (925) 287-5629

(Area Code — Telephore No.)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

PricewaterhouseCoopers LLP

(Name — if individual, state last, first, middle nare)

333 Market Street San Francisco California 94105
-+ {Address) (City) . (State) Zip Code)
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*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
must be supported by a statement of facts and circumstances relied on as the basis for the exemption. See section 240.17a-5(e)(2).
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OATH OR AFFIRMATION

1, Erank Ryan , swear (or affirm) that, to the

best of my knowledge and belief the accompanying financial statement and suppomng schedules pertaining to the firm of
Barclays Global Investors Services

as of

December 31 » 2001, are true and correct. I further swear (or affim) 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:

NOT APPLICABLE

i

Controller

Title

(oo Sttnfoud /

Notary Public

This report** contains (check all applicable boxes):
(a) Facing page.
(b) Statement of Financial Condition.
(c) Statement of Income (Loss).
. (d) Statement of Changes in Financial Condition.
(¢) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Propnetor s Capital.
() Statement of Changes in Liabilities Subordinated to Claims of Creditors.
(2) 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.
(3) A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3- l 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 Qath 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.

**For coﬁditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).




This jurat is attached to: SEC Annual Audited Report-Form X-17A-5 Part III - Oath
Jugd

State of California
} SS

County of San Francisco

Subscribed and sworn to (or affirmed) before me this 25th day of February, 2002
by Frank Ryan.

ARLENE R. ANTONIO

Signature of Notary Public

My commission expires -9-17-04
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PricewaterhouseCoopers LLP
333 Market Street

San Francisco CA 94105-2119
Telephone (415) 498 5000
Facsimile (415) 498 7100

Report of Independent Accountants

To the Board of Directors and Shareholder of
Barclays Global Investors Services
(a wholly-owned sub51d1ary of Barclays Global Investors, N.A.)

In our opinion, the accompanying statement of financial condition and the related statements of
income, of changes in shareholder’s equity and of cash flows present fairly, in all material respects, the
financial position of Barclays Global Investors Services (the “Company™) at December 31, 2001, and
the results of its operations and its cash flow for the year then ended in conformity with accounting
principles generally accepted in the United States of America. 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 audit. We conducted our audit of these statements 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 statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements, 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.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken
as a whole. The information contained in Schedules I and 11 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 under the Securities Exchange Act of 1934. Such information has been
subjected to the auditing 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 basic financial statements taken as a
whole.

February 25, 2002



Barclays Global Investors Services

(a wholly-owned subsidiary of Barclays Global Investors, N.A.)
Statement of Financial Condition

December 31, 2001

(dollars in thousands)

Assets

Cash and cash equivalents

Marketable securities, at fair value

Commissions receivable

Receivable from affiliate

Prepaid expenses and other assets

Furniture, equipment and leasehold improvements, at cost, less
accumulated depreciation and amortization of $455 (Note 5)

Deferred tax asset, net (Note 6)

Total assets

Liabilities and shareholder's equity
Liabilities:
Transaction processing payable
Accounts payable and accrued liabilities
Payable to affiliate
Income tax payable
Other liabilities

Total liabilities
Shareholder's equity:
Common stock $.01 par value; 1,000 shares authorized; one
share issued and outstanding
Additional paid-in capital
Retained earnings

Total shareholder's equity

Total liabilities and shareholder's equity

See accbmpanying notes to the financial statements.

2.

$ 8,705
102
2,177

1

385

469

500

$ 12,339

$ 1,081
174

48
1,716

1,013

4,032

1,000
7,307

8,307

$ 12,339



Barclays Global Investors Services

(a wholly-owned subsidiary of Barclays Global Investors, N.A.)

Statement of Income
For the Year Ended December 31, 2001
(dollars in thousands)

Revenue
Commission revenue (Note 2)
Management fees from affiliate (Note 2 and 3)
Interest income

Total revenue

Expenses
Transaction processing expense
Employee compensation, benefits, and other personnel expenses
Management fees paid to affiliate (Note 3)
Occupancy and equipment :
Travel, entertainment and promotion
Other expenses

Total expenses
Income before income tax expense
Income tax expense (Note 6)

Net income

See accompanying notes to the financial statements.

3-

$32,062
14,072
47

46,181

$ 14,292
11,970
8,421
762

577

676

36,698
9,483
3,925

$ 5,558




Barclays Global Investors Services ‘

(a wholly-owned subsidiary of Barclays Global Investors, N.A.)
Statement of Changes in Shareholder’s Equity

For the Year Ended December 31, 2001

(dollars in thousands)

Additional ~ Total

Common Paid-in Retained Shareholder's
Stock Capital Earnings Equity
Balance as of January 1, 2001 $ - $ 1,000 - $ 1,749  $2,749
Net income | - - 5,558 5,558
Balance as of December 31, 2001 $ - $ 1,000 $ 7,307 $8,307

See accompanying notes to the financial statements.
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Barclays Global Investors Services

(a wholly-owned subsidiary of Barclays Global Investors, N.A. )
Statement of Cash Flows

For the Year Ended December 31, 2001

(dollars in thousands)

Cash flows from operating activities:

Net income

Adjustment to reconcile net income to net cash provided by

operating activities:

Depreciation and amortization

Increase in marketable securities

Increase in commissions receivable
Decrease in receivable from affiliate
Increase in prepaid expenses and other assets
Increase in deferred tax asset

Increase in transaction processing payable
Increase in accounts payable and accrued liabilities
Decrease in payable to affiliate

Increase in income taxes payable

Increase in other liabilities

Net cash provided by operating activities

Cash flows from investing activities:
Reimbursement from leasehold improvements, net

Net cash provided by investing activities

Net increase in cash and cash equivalents

- Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Supplemental disclosure of cash flow information:
Cash paid during the year for income taxes

See accompanying notes to the financial statements.

.5-

$5,558

221
(46)
(619)
2
(103)
(314)
494
128
(1,613)
1,421

83

_s212.

%

9%

5,306

3,399

$ 8,705

$2,818



Barclays Global Investors Services

(a wholly-owned subsidiary of Barclays Global Investors, N.A.)
Notes to Financial Statements
December 31, 2001

1. Organization

Barclays Global Investors Services (the “Company™), is incorporated in the State of California. The
Company is a wholly-owned subsidiary of Barclays Global Investors, N.A. (“BGI”), and an indirect -
subsidiary of Barclays U.S.A. Inc. (“BUSA”), an indirect subsidiary of Barclays Bank PLC
(“BBPLC™).

The Company is registered as a broker-dealer with the Securities and Exchange Commission and the
California Department of Corporations and is a member of the National Association of Securities
Dealers, Inc. ("NASD"). It carries out marketing activities including certain activities associated
with soliciting mutual fund shares and, since March 2000, acts as broker on an agency basis in
buying and selling securities.

2. Summary of Signiﬁc_ant Accounting Policies

The preparation of financial statements in conformity with generally accepted accounting principles

in the United States requires management to make estimates and assumptions that affect the reported

amounts of assets and liabilities, the disclosure of commitments and contingent liabilities, and the
_reported amounts of revenues and expenses. Actual results may differ from those estimates.

Revenue Recognition

The Company entered into a service agreement with BGI, whereby, the Company provides
certain marketing and client relationship services to BGI for a fee. The fee is 101% of the
Company’s actual monthly operating expenses which do not relate to the brokerage business
activities. - :

The Company also earns agency commissions for acting as broker in buying and selling
securities for its customers. ’

Cash and Cash Equivalents

Cash and cash equivalents consist of cash in banks and overnight interest-bearing instruments.

Marketable Securities, at fair value

Marketable securities consist of investments in mutual funds and are classified as trading for
financial reporting purposes. Net unrealized gains or losses on marketable securities are
included in earnings. Marketable security transactions are recorded on trade date.

“

Furniture, equipment and leasehold investments

Furniture, equipment and leasehold improvements are stated at cost less accumulated
depreciation and amortization. Depreciation of furniture, equipment, and computer hardware
is computed using the straight-line method over the estimated useful lives of the assets,
ranging from 3 to 5 years. Amortization of leasehold improvements is computed using the

-6-



Barclays Global Investors Services

(a wholly-owned subsidiary of Barciays Global investors, N.A.)
Notes to Financial Statements

December 31, 2001

straight-line method over the lesser of 10 years or the remaining term of the lease.
Improvements are capitalized and maintenance and repairs are charged to expense as incurred.

Income Taxes

The Company’s results of operations are included in the consolidated federal income tax
return of BUSA and in the combined unitary California franchise tax return of BBPLC. The
California return of BBPLC is filed on a Water’s-Edge election basis. It includes results of
the New York branch of BBPLC and the results of all other indirect subsidiaries of BBPLC in
the United State of America. Income tax expense is calculated in accordance with Statement
of Financial Accounting Standards No. 109, which requires the recognition of deferred tax
assets and liabilities for future tax consequences attributable to differences between the
financial statement carrying amounts of assets and liabilities and their respective tax basis.
Deferred tax assets and liabilities are measured at the existing tax rate applicable to the period
in which the deferred tax assets or liabilities are expected to be realized or settled.

3. Related Party Transactions

As discussed in Note 2, the Company provides certain marketing and client relationship services to
BGI. Marketing and client relationship fees earned during 2001 were $14.07 million.

The Company entered into a service agreement with BGI whereby BGI provides certain management
and administrative services to the Company in reference to its brokerage business for a fee. The fee
is 101% of actual expenses incurred but not in excess of the Company’s net income produced from
the brokerage business activity. Management and administrative fees paid to BGI during 2001 were
$8.42 million.

4. Employee Benefits

401(k) Savings Plan

All salaried employees of the Company are eligible to participate in the 401(k) Savings Plan
(the “Plan”) of BGI. New employees are eligible to participate in the Plan immediately. Under
the Plan, the Company makes certain matching contributions for eligible employees who elect
salary and/or bonus reduction contributions and who have completed one year of
employment. The Company’s contributions are immediately vested and are deductible on its
corporate income tax returns. A total of $145,130 was contributed by the Company to the
Plan in 2001.

Retirement Plan

All salaried employees of the Company are eligible to participate in the Retirement Plan of
BGI as of their date of employment. The Retirement Plan is a defined contribution money
purchase plan, with the Company’s contributions based on a percentage of employees”
compensation. The Retirement Plan provides for vesting over three to five years. A total of.
$219,274 was contributed by the Company to the retirement plan in 2001.

-7-



Barclays Global Investors Services

(a wholly-owned subsidiary of Barclays Global Investors, N:A.)
Notes to Financial Statements

December 31, 2001

- Healthcare, Long-Term Disability and Life Insurance

‘Healthcare, long-term disability and life insurance benefits are provided through insurance
companies whose premiums are based on benefits expected to be paid during the year. The
Company recognizes the cost of these benefits by charging to expense its share of annual
insurance premiums. The Company charged $168,557 to expense in 2001 related to those
benefits.

Executive deferred compensation plan

The company offers a non-qualified deferred compensation plan to certain management
personnel. The purpose of the Plan is to encourage long-term retention and to offer market
competitive savings opportunity to these employees by matching up to $30,000 or $60,000,
depending on service years, of annual deferred compensation, as further defined under the

~ Plan agreement. Management electing to participate in the Plan may receive distribution of
the vested balance of the plan upon termination of their employment from the Company or ten
years from the date the compensation was deferred, if earlier and if elected by the employee.
The Company also provides participating employees with an investment return on amounts
deferred and the vested portion of the employer’s match. The Company’s required match is
recognized as compensation as the benefits vest.

Supplemental Savings Plan

The Company offers a non-qualified deferred compensation plan for eligible employees. The
Plan is intended to provide participants with the opportunity to defer compensation in
accordance with Internal Revenue Code regulations. The Company does not match employee
contributions to this Plan.

5. Furniture, Equipment and Leasehold Iinproven_lents

At December 31, 2001, furniture, equipment and leasehold improvements consisted of:

(dollars in thousands)

Computer equipment ' o $ 7N
Furniture and office equipment » 421
Leasehold improvements 431
924
Less: Accumulated depreciation and amortization _ (455)
$ 469

Depreciation and amortization totaled $221,344 for the year ended December 31, 2001.



Barclays Global Investors Services

(a wholly-owned subsidiary of Barclays Global Investors, N.A.)
Notes to Financial Statements

December 31, 2001

6. Income Taxes

The current and deferred components of the tax provision included in the statement of operations for
the year ended December 31, 2001 are as follows:

(dollars in thousands)

U.S. federal:

Current - $3,323
Deferred , 297)

' 3,026

State and local: - .
Current : 916
Deferred (17)
899

$ 3,925

Income tax expense attributable to income before income tax expense differed from the amount
computed by applying the U.S. federal income tax rate of 35 percent to pretax income for the year
ended December 31, 2001 as a result of the following:

(dollars in thousands)

Computed "expected" tax expense $3,319
Increase in income taxes resulting from:
State franchise taxes on income, net of federal income tax benefit 586
Permanent items 20
Effective income tax provision $3,925
9-




Barclays Global Investors Services |

(a wholly-owned subsidiary of Barclays Global Investors, N:A.)
Notes to Financial Statements

December 31, 2001

The tax effect of temporary differences that give rise to significant portions of the deferred tax assets
and deferred tax liabilities at December 31, 2001 are presented below:

(dollars in thousands)

Excess tax basis:

Post retirement benefit accrual $ 15
Deferred compensation accrual 69
Fixed assets and software ' 92
Federal benefit of current state tax : 321
Other : 3
Total gross deferred tax assets 500

Less valuation allowance _ ‘ -

500

Deferred tax liabilities:
Total gross deferred liabilities ‘ -
Net deferred tax assets ' $ 500

The Company does not believe a valuation allowance is necessary to reduce the deferred tax asset as
it expects to realize the deferred tax asset through sufficient taxable income and tax planning
strategies.

7. Commitments and Contingent Liabilitiesv

The Company leases office space in various locations pursuant to a long-term lease agreements with
third parties. These leases expire at certain dates through December 31, 2005, and contain various
renewal and expansion options.

- Future minimum payments under noncancelable operating leases with terms in excess of one year as
of December 31, 2001 are as follows:

(dollars in thousands)

2002 $ 254
2003 | 216
2004 - A 177
2005 | 59
$ 706

-10-



Barclays Global Investors Services

(a wholly-owned subsidiary of Barclays Global Investors, N.A.)
Notes to Financial Statements

December 31, 2001

‘8.

Commitments and Risks

The Company has agreed to indemnify its clearing broker for credit losses that the clearing broker
may sustain from the customer accounts introduced by the Company. Should a customer not fulfill
their obligation on a transaction, the Company may be required to buy or sell securities at prevailing
market prices in the future on behalf of its customer. All unsettled trades at December 31, 2001 have
settled with no resulting liability to the Company. :

The Company is engaged in various trading and brokerage activities where the counterparties are
broker-dealers. In the event counterparties do not fulfill their obligations, the Company may be
exposed to risk. The risk of default depends on the creditworthiness of the counterparty or issuer of
the instrument. It is the Company’s policy to review, as necessary, the credit standing of each
counterparty with which it conducts business.

Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital

Rule (SEC Rule 15¢3-1), which requires the maintenance of minimum net capital of $5,000 and
requires that the ratio of aggregate indebtedness to net capital, both as defined, shall not exceed
15to 1. At December 31, 2001, the Company had net capital of $6.92 million, which was $6.69
million in excess of its required net capital of $233,838. The Company’s net capital ratio was 0.51
to 1.

-11-



Barclays Global Investors Services

(a wholly-owned subsidiary of Barclays Global Investors, N.A.)
Computation of Net Capital Under Rule 15¢3-1

of the Securities and Exchange Commission

December 31, 2001

(dollars in thousands, except ratios) Schedule |
Computation of net capital
Shareholder's equity (from statement of financial condition) § 8,307
Discretionary liabilities (net of tax benefit) 526
Total shareholder's equity and allowable credits 8,833
_ Less non-allowable assets:
Marketable securities, at fair value 102
Receivable from affiliate 1
Furniture, equipment and leasehold improvements, net 469
Prepaid expenses and other assets 383
Deferred tax asset, net 500
Broker commission receivable greater than 30 days 414
Total deductions and/or charges 1,869
Less haircuts on securities positions 44
Net capital $ 6,920
Computation of aggregate indebtedness
Total liabilities (less discretionary liabilities) $ 3,508
Computation of net capital requirement
Net capital requirement (6-2/3% of aggregate indebtedness) (A) § 234
Minimum dollar net capital requirement ®B) 9 5
Net capital requirement (greater of (A) or (B)) $ 234
 Excess net capital (net capital less net capital requirement) $ 6,686
Excess net capital at 1,000% (net capital less 10% of aggregate indebtedness) $ 6,569
Ratio: Aggregate indebtedness to net capital 51%

Note: The computation for determination of net capitél under Rule 15¢3-1 as of December 31, 2001 computed by Barclays
Global Investors Services in its unaudited Form X-17A-5, Part I, does not differ materially from the above computations,

which is based on audited financial statements.

-12-



Barclays Global Investors Services

(a wholly-owned subsidiary of Barclays Global Investors, N.A.)
Computation for Determination of Reserve Requirements

and Information Relating to Possession

or Control Requirements Under Rule 15¢-3-3

of the Securities and Exchange Commission

Schedule il

The Company claims exemption from SEC Rule 15¢3-3 under subparagraphs (k)(1).

The Company has complied with the exemptive provisions of SEC Rule 15¢3-3.

13-



PRICEWATERHOUSE(COPERS

PricewaterhouseCoopers LLP
333 Market Street

San Francisco CA 94105-2119
Telephone (415) 498 5000
Facsimile (415) 498 7100

Supplementary Report of Independent Accountants on Internal
Control Pursuant to SEC Rule 17a-5

To the Board of Directors and Shareholder of

. Barclays Global Investors Services

(a wholly-owned subsidiary of Barclays Global Investors, N.A.)

In planning and performing our audit of the financial statements and supplemental schedules of
Barclays Global Investors Services (the “Company”) for the year ended December 31, 2001, we
considered its internal control in order to determine our auditing procedures for the purpose of
expressing our opinion on the financial statements and not to provide assurance on the 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.

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. Making the quarterly securities examinations, counts, verifications, and comparisons, and the
recordation of differences required by Rule 17a-13;
2. 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
3. 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,

estimates and judgments by management are required to assess the expected benefits and related costs .

: 'v 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




PRICEAATERHOUSE( COPERS

To the Board of Directors and Shareholder of

Barclays Global Investors Services

(a wholly-owned subsidiary of Barclays Global Investors, N.A.)
Page 2

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 control or the practices and procedures referred to above,
errors or fraud may occur and not be detected. Also, projection of any evaluation of internal control to
future periods is subject to the risk that controls may become inadequate because of changes in

- conditions or that the effectiveness of their design and operation may deteriorate.

Our consideration of internal control 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 one or
more of the specific internal control components does not reduce to a relatively low level the risk that
_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 internal control 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, 2001 to meet the SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors, management, the
SEC, and other regulatory agencies that rely on Rule 17a-5(g) under the Securities Exchange Act of

. 1934 in their regulation of registered brokers and dealers, and is not mtended to be and should not be

used by anyone other than these specified parties.

WW/C@W LL?P

- February 25, 2002
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Barclays Global Investors
Services

(a wholly-owned subsidiary of Barclays Global Investors, N.A.)
Financial Statements and Supplementary

Information Pursuant to SEC Rule 17a-5

December 31, 2001




