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OATH OR AFFIRMATION

1, MICHAEL HENRY FLAMMER , swear (or affirm) that, to the

 best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
MULTIPLE FINANCIAL SERVICES, INC.

as of

December 31 are true and correct. I further swear (or affirm) that neither the company

nor any partner, proprietor, pnnapal ofﬁcer or director has any proprietary interest in any account classified soley as that of
a customer, except as follows:

- NONE -
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PAMELA SUE MANGEN
COMM. #1203414
Notary Public Califomia
ORANGE COUNTY
2/ My Comm|ssmn Exp 12/26/02 §

L

|}
>
D
w
b
»

Financial & Operations Principal

Title

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.
(e) Statement of Changes in Stockholders’ Equity or Parmers or Sole Propnctor 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.
(1) Information Relating to the Possession or control Requirements Under Rule 15¢3-3.
(i) 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-
sohdanon ;
() An Oath’ or Afﬁrmauon
(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.
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HMOY M BREBONNBEREE

*sFor conditions of cdﬁfidéﬁfial treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Certified Public Accountants

Independent Auditors’ Report

Board of Directors
Multiple Financial Services, Inc.

We have audited the accompanying statement of financial condition of Multiple Financial Services, Inc.,
a California corporation (the Firm) as of December 31, 2001, and the related statements of income,
changes in stockholder’s equity, and cash flows for the year then ended that you are filing pursuant to
rule 17a-5 under the Securities Exchange Act of 1934. These financial statements are the responsibility of
the Firm’s management. Our responsibility is to express an opinion on these financial statements based
on our audit. '

We conducted our audit 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. 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 audit provides a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Multiple Financial Services, Inc. at December 31, 2001 and the results of its
operations and its cash flows for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

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, II, III and IV 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.

Mendoza Berger & Company, LLP

W?ﬂ W :"M,LL/

Irvine, CA
February 6, 2002

5500 Trabuco Road, Suite 150 « Ivine, CA 92620+ 949.387.9850 » Fax 949.387.9652




MULTIPLE FINANCIAL SERVICES, INC.
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2001
ASSETS
Current assets:
Cash $ 5,025
Commissions receivable 125
Securities owned (Note 4):
Marketable securities 15,870
Not readily marketable, at estimated fair value 3,300
Total securities owned 19,170
Total current assets 24,320
Property and equipment, net of accumulated depreciation (Notes 2 and 3) 8,669
Total assets $ 32,989
LIABILITIES AND STOCKHOLDER’S EQUITY
Current liabilities:
Accounts payable ’ $ 2,729
Line of credit (Note 5) -
Total current liabilities 2,729
Commitments (Note 6) -
Stockholder’s equity:
Class A common stock, 1,000,000 shares authorized, 100,000 shares issued
and outstanding 11,500
Additional paid-in capital 990
Retained earnings 17,770
Total stockholder’s equity 30,260
Total liabilities and stockholder’s equity $ 32,989

See independent auditors’ report and accompanying notes




MULTIPLE FINANCIAL SERVICES, INC.
INCOME STATEMENT
FOR THE YEAR ENDED DECEMBER 31, 2001

Revenues:

Fixed insurance commissions

Investment advisory fees

Variable product commissions

Unrealized gain on marketable securities, net
Dividend and interest income

Expenses:

Total revenues

Salaries and wages

Telephone expenses

Consulting expenses

Office supplies, postage and reproduction expenses
Communication expense

Advertising, promotion and other

Depreciation expense

License, permits and fees

Rent

Dues and subscriptions
Equipment rental
Legal and professional
Miscellaneous

Net income

Total expenses

before provision for income taxes

Provision for income taxes

Net income

See independent auditors’ report and accompanying notes

60,555
10,672
28,833
1,704
41

101,805

9,395
2,650
4,600
832
1,282
900
741
199
2,400
1,450
191
2,500
101

27,241

74,564

934

73,630




MULTIPLE FINANCIAL SERVICES, INC.
STATEMENT OF CHANGES IN STOCKHOLDER’S EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2001

Common Stock

Additional Total
Paid-in Retained Stockholder’s

Shares Amount Capital Eamings Equity
Balance at December 31, 2000 100,000 $ 11,500 $ 99 § 6340 $ 18,830
Distributions to stockholder - - - (62,200) (62,200)
Net income - - - 73,630 73,630
l Balance at December 31, 2001 100,000 $ 11,500 § 990 $ 17,770 $ 30,260

. See independent auditors’ report and accompanying notes 4




MULTIPLE FINANCIAL SERVICES, INC.
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2001

Cash flows from operating activities:
Net income

Adjustments to reconcile net income to net cash used in
operating activities:
Depreciation
Realized loss on marketable securities
Unrealized gain on marketable securities
(Increase) decrease in operating assets:
Net receivable from customers
Marketable securities
Proceeds from sale of marketable securities
Increase (decrease) in operating liabilities:
Accounts payable

Total adjustments
Net cash provided by operating activities

Cash flows from investing activities:
Purchase of property and equipment

Net cash used in investing activities

Cash flows from financing activities:
Distributions to stockholder

Net cash used by financing activities

Increase in cash
Cash at beginning of the year

Cash at end of the year

Supplemental disclosure:
Income taxes paid

See independent auditors’ report and accompanying notes

73,630

741
4,607
(6,310)

1,014
(17,270)
16,204

229

(785)

72,845

(8,008)

_(8,008)

(62,200)

(62,200)

2,637
2,388

5,025

934




MULTIPLE FINANCIAL SERVICES, INC.
NOTES TO THE AUDITED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2001

BUSINESS DESCRIPTION

Multiple Financial Services, Inc., a California corporation, (the Firm) is a registered Securities
Broker-Dealer and a member of the National Association of Securities Dealers (NASD) and is
engaged in the following business activities; 1) Mutual fund retailer 2) Broker or dealer selling
variable life insurance or annuities 3)Investment advisory services and 4) Private placement of
securities.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The statements have been prepared using the accrual basis of accounting. Investment advisory
fees and commissions are recognized when earned. Expenses are recognized when cash is
disbursed or an obligation has been incurred and the amount of the expense can be reasonably
estimated. ‘

Property and Equipment and Depreciation

Property and equipment are recorded at cost. Depreciation is computed using the straight line
method over the estimated useful lives of the assets, currently 5 to 7 years. Repairs and
maintenance costs are expensed as incurred and expenditures for additions and major
improvements are capitalized.

Income Taxes
The Firm is an S-Corporation for income tax purposes and, accordingly, income or loss of the
Firm flows through to the individual stockholder. The minimum tax due for California of $800

was recorded for the year ended December 31, 2001.

Use of Estimates in the Preparation of Financial Statements

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 statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.




MULTIPLE FINANCIAL SERVICES, INC.
NOTES TO THE AUDITED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2001

PROPERTY AND EQUIPMENT

The following is a summary of property and equipment at December 31, 2001:

Property and equipment $ 9,578
Less: accumulated depreciation (909)
$ 8,669

Depreciation expense charged to operations was $741 for the year ended December 31, 2001.

SECURITIES OWNED

The Firm valued its not readily marketable securities at cost. The value for these securities is
based on subsequent offering prices. All marketable securities consist solely of trading securities
and are valued at current market value. The following details the Company’s valuation of the
securities it owns.

Public
No. of Trading Date Original 1231/01 Less 12731/01
Marketable Securities Type Shares Symbol Acquired Cost Market Value Discount Fair Value
Palm, Inc. Common stock 1000 PALM 2001 H 1922 § 3879 § - 3 3879
Priceline.com, Inc. Common stock 1000 PCLN 2001 2,537 5,820 - 5,820
Teligent, Inc.- CLA Common stock 500 TGNTQ 2000 5,168 5,170 - 6,170
Sun Microsystems, Inc. Common stock 500 SUNW 2001 4,132 1 - 1
S 13,759 § 15870 § - 3 15870
. Public
No. of Trading Date Original 12/31/01 Less 12/31/01
Not Readily Marketable Securitiees Type Shares Symbol Acquired Cost Market Value Discount Fair Value
The NASDAQ Stock Market, Inc. Common stock 300 Private 2000 $ 3300 § 3300 § - 3 3,300
[] 3300 § 3300 § - 3 3,300

LINE OF CREDIT

The Firm has an unsecured $10,000 line of credit, with a bank, which bears interest at the prime
rate plus an increment based on the Firm’s credit score. The line of credit is guaranteed by the
Firm’s sole stockholder. The agreement expires September 4, 2002. No amounts were
outstanding against this line at December 31, 2001.

COMMITMENTS

The Firm has entered into a month-to-month operating lease for its office facilities. The Firm paid
$2,400 in rent during 2001.

RELATED PARTY TRANSACTIONS

The $60,555 of fixed insurance commissions earned by the Firm, while acting in the capacity of
an Insurance Broker, under the fictitious name of Multiple Financial & Insurance Services, during
the year ended December 31, 2001; was received from Multiple Insurance Services, Inc., a
Marketing General Agent in which the Firm’s sole stockholder has an ownership interest
percentage.
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MULTIPLE FINANCIAL SERVICES, INC.
SCHEDULEI

COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1 OF
- THE SECURITIES AND EXCHANGE COMMISSION

AS OF DECEMBER 31, 2001

Net capital
Total stockholder’s equity

Total stockholder’s equity qualified for net capital

Deductions:
Non-allowable assets:
Securities not readily marketable
Property and equipment, net

Tentative net capital

Haircuts on securities
Marketable securities

Net capital
Aggregate indebtedness:

Items included in statement of financial condition
Accounts payable

Total aggregate indebtedness

Computation of basic net capital requirement
Minimum net capital required

Excess net capital

Ratio: Aggregate indebtedness to capital

$

3,300
8,669

30,260

30,260

$

2,380

18,291

2,380

Reconciliation with Company’s computation (included in Part II-A of Form X-17A-5

as of December 31, 2001)

Net capital as reported in Company’s Part II-A (unaudited) FOCUS report

Audit adjustment to reconcile investment account
Audit adjustment to reconcile cash account

Audit adjustment to record accounts receivable
Audit adjustment to record depreciation expense
Audit adjustment to record accounts payable
Adjustment of net investment gains/losses
-Haircuts on securities

Net capital per above

15,911

2,729

2,729

5,000

10,911

d7t01

17,695
428
445
125

(741)

(2,730)
742
(53)

15,911




MULTIPLE FINANCIAL SERVICES, INC.
SCHEDULE I
COMPUTATION FOR DETERMINATION OF
RESERVE REQUIREMENTS UNDER RULE 15¢3-3 OF
THE SECURITIES AND EXCHANGE COMMISSION
AS OF DECEMBER 31, 2001

Not applicable.

10



MULTIPLE FINANCIAL SERVICES, INC.
SCHEDULE III
INFORMATION RELATING TO POSSESSION OR CONTROL
REQUIREMENTS UNDER RULE 15¢3-3 OF
THE SECURITIES AND EXCHANGE COMMISSION
AS OF DECEMBER 31, 2001

Not applicable.

11



MULTIPLE FINANCIAL SERVICES, INC.
SCHEDULE IV
SCHEDULE OF SEGREGATION REQUIREMENTS AND
FUNDS IN SEGREGATION FOR CUSTOMERS’
REGULATED COMMODITY FUTURES AND OPTIONS ACCOUNTS
: AS OF DECEMBER 31, 2001

Not applicable.

12



MENDOZA
BERGER

Certified Public Accountants

Independent Auditors’ Report on Internal Control Required by SEC Rule 17a-5

Board of Directors
Multiple Financial Services, Inc.

In planning and performing our audit of the financial statements and supplemental schedules of Multiple
Financial Services, Inc. (the Firm), 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 Exchange Commission (SEC), we have made a
study of the practices and procedures followed by the Firm including tests of such practices and
procedures that we considered relevant to the objectives stated in rule 17a-5(g) in making the periodic
computations of aggregate indebtedness (or aggregate debits) and net capital under rule 17a-3(a)(11) and
for determining compliance with the exemptive provisions of rule 15¢3-3. Because the Firm 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 Firm in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons
2. Recordation of differences required by rule 17a-13

3. 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

The management of the Firm 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 of controls
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 Firm 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
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 inherent limitations in internal control or the practices and procedures referred to above, error
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.

5500 Trabuco Road, Suite 150+ irvine, CA 92620+ 949.387.9850 « Fax 949.387.9652




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 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, 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 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 Firm’s practlces and procedures were
adequate at December 31, 2001, to meet the SEC’s objectives.

This report is intended solely for the 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 should not be used for any other purpose.

Mendoza Berger & Company, LLP

MW%

Irvine, California
February 6, 2002




