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A. REGISTRANT IDENTIFICATION
NAME OF BROKER-DEALER: PILQT CAPITAL CORPORATION

OFFICIAL USE ONLY

: "~ FIRM ID. NO.
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.)
444 Madison Avenue, Suite 2103
{No. and Street) _
New York NY 10930
(City) (Sme)A (Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
Robert McCabe 3 ) 212-888-2200

4 (Arex Code — Telephone No.)

B. ACCOUNTANT IDENTIFICATION
INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*
BORGMEIER & ALARIO, PLLC

(Name — zfmdzvndual Sate last, first, middie name)

28 Railroad Avenue Warwick NY 10960
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{0 Accountant not resident in United States or any of its possessions. TH S
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*Claims for exemption from the requirement that the annual report be covered by the opirion 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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CATH OR AFFIRMATION

L __ROBFRT MC CABE swear (or affirm) that, to the

best of my knowledge and beiief the accompanying financial stazement and supporting schedules pertaining to the firm of

PILOT CAPITAL CORPORATION as of

DECEMBER 31 %%2001, are nue and correct. I further swear (or affirm) that neither the company

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

Denise J. Monteforie gﬁ% |
Notary Public, Siate of New York —— = GQ\
01M05053971 : / gpasure N

Quatified iIn Oranga County
Commission Fxphes Jan. 2,206

“" Notary Public

Title

Thzs report™™ contains (check all applicabie boxes):
(a) Facing page.
(b} Bratemmrsexsk Bioanzak Conditiaex Balance Sheet
(c) Statement of Income (Loss).and Accumulated Deficit
. (d) Statemen: of Chagsssxr Fizanal Qonditior. Cash FIows
(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietor’s Capitai,
(N Statemeant of Changes in Liabilities Subordinated to Claims of Creditors.
{g} Computaticn of Net Capital
(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
(i) Information Reiating to the Possession or contro! Reguirements Under Ruie 15¢3-3.
(33 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 betwesn the audited and unaudited Statements of Finarcal Condition with respect to methods of con-
sofidaticn.

(1) An Qath or Affirmarion.

(m) A copy of the SIPC Supplementai Report.

(n) A report describing any materiai inadequacies found to exist or found to have existed since the date of the previous audit.
_Independent Auditor's Supplementary Repert on Internal Control

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-3(e)(3).
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BORGMEIER & ALARIO, PLLC

Certified Public Accountants

28 Railroad Avenue 82 Newark Pompton Tpke
Warwick, New York 10990 Riverdale, NJ 07457
(845) 986-8717 (973) 835-8549
Fax (845) 986-1771 E-mail : cpa@warwick.net

Independent Aunditor's Report

The Board of Direﬂ*ors
Piiot Capital Corporation
New York, New York

We have audited the accompanying valance sheet of Pilot Capital Corporation ar Secember 31,
2001 and the related statements of Income La ss) and accumulated deficit and cash flows for the
vear then ended. The ¢ financial statements are the responsibility of the Company's management.
Cur respensibility is to express an opinion on these financial statements based on our audit.

{
L
S

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 staternents are tree of material misstatemeni. An audit
includes examining, on a test basis, svidence supporting the amounis and disclosures in the
financial statements. © An audit ziso includes zssessing the accounting principies used and
significant estimates made by management, as well as evaluatung the overall financiai stalement
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

financiai position of Pilot Capital Corporation as of December 31, 2001 and Lhe resulte of its

operations and its cash tflows for the vear then ended in confsrmtv with accounting principles
generally accepted in the Uniied States of Amenica.

Our audit was made for: the purpose of forming an opinion cn the basic financial statements taken
as a whole. The accompanyin0 additional information is presented for purposes of additional
analysis and is not a requirs¢ part of the hasic financial statements, but is supplementary
information required by Rule 17a-5 of he Securities and Exchange Commussicn. Such additional
information has been subjecied to the audining procedures appilied in our audit of the financial
statements and, in our opinion, is fairly stated in all material respects in relation to the basic
financial statements taken as a whole.

W?rwick, N/?w-‘York. @Ww f/" /é;ww/- Vﬂ Lic

February 3, 2002




Pilot Capital Corporation
Balance Sheet
December 31, 2001

ASSETS

CURRENT ASSETS:
Cash and Cash Equivalents
Marketable Securities
Accounts Receivable-Trade
Shareholders' Loan Receivabie
Prepaid Expenses

TOTAL CURRENT ASSETS

FURNITURE AND EQUIPMENT, AT COST
Office Furniture
Office Equipment

Less: Accumulated Depreciation
NET FURNITURE AND EQUIPMENT

OTHER ASSETS:
Investment in restricted stock
Security Deposits

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS' EQUITY

CURRENT LIABILITIES
Accounts Payable and Accrued Expenses
Franchise tax payable

Total current liabilities

Commitment (Note 3)
TOTAL LIABILITIES

STOCKHOLDERS' EQUITY

Common Stock, $1 Par Value, 1000 Shares
Authorized 100 Shares Issued and Outstanding
Additional Paid-In Capital
Accumulated Deficit
TOTAL STOCKHOLDERS' EQUITY

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY

See notes to financial statements

$ 86,460
3,300

15,862
517

106,139

26,470
100,865

127,335
101,310

26,025

85,000
6,642

91,642

$ 223,806

$ 23,670
400

24,070

24,070

100
1,907,770
(1,708,134)

199,736

$ 223,806

Borgmeier & Alario, PLLC
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Pilot Capital Corporation

Statement of Income (Loss) and Accumulated Deficit

For the year ended December 31, 2001

REVENUES:

Consulting Fees

Interest and Other

Expenses:

Employee Compensation and Related Benefits
Occupancy expenses
Telephone & Interhet
Depreciation
Other General and Administrative Expenses
Total Expenses
Loss Before Provision for Income Taxes
Provision for Income Taxes (Note 2)
Net Loss
Accumulated Deficit at Beginning of Year

Accumulated Deficit at End of Year

See notes to finéncial statefnents

1,034

1,034

70,213
49,636
18,855
16,808
82,666

238,178

(237,144)
537

(237,681)
(1,470,453)

$ (1,708,134)

Borgmeier & Alario,SPLLC




Pilot Capital Corporation
Statement of Cash Flows

For the year ended December 31, 2001

Cash Flows From Operating Activities:

Net Loss
Adjustments to reconcile net loss to net cash
used by operating activities:

Depreciation

Changes in Operating Assets and Liabilities:
Increase in prepaid expenses
Increase in accounts payable and accrued expenses
Decrease in payroll taxes payabie

Total Adjustments
Net Cash Used In Operating Activities

Cash Flows From Investing Activities:

Purchases of office Furniture and Equipment
Investment in Securities
Loan to sharehoider

Net cash from investing activities

Cash Flows From FinancingActivitiés:
Contributions to paid in capital

Net Increase in cash

Cash and Cash Equivalents at béginning of year
Cash and Cash Equivalents at end of year
Supplemental Informaticn:

Income taxes paid
Interest paid

$(237,681)

16,808

(517)
10,990
(4,766)
22,515

(215,166)
(2,046)
(9,775)

(11,821)

271,000

44,013
42,447

$ 86,460

$400
Nil

6

See notes to financial statements
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PILOT CAPITAL CORPORATION
NOTES TO FINANCIAL STATEMENTS
December 31, 2001

Note 1: Summary of Significant Accounting Policies

A. Organization
Pilot Capital Corporation (the "Company") was incorporated in the State of New York in April

1987.

In November 1987, the company was granted by the Securities and Exchange Commission
("SEC") registration as a broker/dealer pursuant to Section 15(b) of the Securities Exchange Act
of 1934. In May 1988, the Company's membership in the National Association of Securities and
dealers was approved.

B. Nature of business

The Company's business is to provide merger and acquisition consulting services to buyers and
sellers of businesses, as well as provide corporate finance consulting services.

C. Basis of Financial Statement Preparation

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 at the reporting period. Actual results could differ from those
estimates.

D. Revenue recognition

The company recognizes consulting revenue as services are performed in accordance with the
terms of the related contracts.

E. Property and Equipment

All property, plant and equipment is recorded at cost and depreciated over their estimated useful
lives, using the straight-line method. Upon sale or retirement, the cost and related accumulated
depreciation are eliminated from the respective accounts, and the resulting gain or loss is included
in the results of operations. Repairs and maintenance charges, which do not increase the useful
lives of the assets, are charged to operations as incurred. Depreciation expense for the year ended
December 31, 2001, amounted to $ 16,808.

Borgmeier & Alar;;o, PLLC




PILOT CAPITAL CORPORATION
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

December 31, 2001

F. Cash equivalents

The company considers all highly liquid financial instruments with an original maturity of three
months or less to be cash equivalents.

Note 2: Income taxes

The company has elected to be treated as a Subchapter S Corporation for Federal and New York
State income tax purposes. Accordingly, net income or loss passes through directly to its
stockholders and no provision or (benefit) for federal and New York State income taxes, other
than a minimum amount due New York State under Subchapter S status, has been made in the
accompanying financial statements. New York City does not recognize Subchapter S status. The
accompanying financial statements reflect a provision based on minimum taxes payable to New
York State and City for the year ended December 31, 2001.

Note 3: Commitment

The Company is obligated under a non-cancelable operating lease on its office space. “The
extended lease expired in October 31, 2001. Effective November 1, 2001 the lease has been
amended so that the term now ends on October 31, 2003. In 2001, $49,636 in rent expense has

been included in occupancy costs.

The future minimum lease payments are as follows:

Year Ending Base Rent Payable
12/31/02 $ 69,588
12/31/03 59,190

- Thereafter 0
Total Future
Lease Payments: § 128,778

Borgmeier & Alargo, PLLC




PILOT CAPITAL CORPORATION
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

December 31, 2001

Note 4: Capital requirements

The Company is subject to the SEC's Uniform Net Capital Rule (Rule 15¢3-1), which requires that
aggregate indebtedness (as defined) shall not exceed fifteen times net capital (as defined). The
Company is also required to maintain minimum net capital of $5,000. At December 31, 2001 the
Company's net capital (as defined) was approximately $63,000 or $58,000 in excess of the required
net capital, and the Company' aggregate indebtedness-to-net-capital ratio was .38 to 1.

Note 5: Changes in Stockholders' Equity:

During 2001 the 100 percent shareholder made additional contributions to paid-in-capital. The
stockholder will continue to make additional contributions as necessary in order to meet and

maintain capital requirements and to continue as a going concern. The contributions amounted to $
271,000 in 2001.

Note 6: Investment in Marketable Securities:

The company records unrealized gains and losses on marketable securities available for in sale in
the stockholder’s equity section of its balance sheet as “accumulated other comprehensive income”
Book value represents tax basis. Included in securities available for sale are as follows:

A: Investment in Restricted Stock:

In 1999, the company provided consulting services to a client in exchange for 10,000 shares of the
client’s restricted stock, at 10% of fair market value. As provided in APB 29, the client accounted
for this transaction at fair market value. The fair market value of stock received was $85,000. As
of December 31, 2001 the fair market value was unchanged.

B: Investment in Warrants ($3,300) with a cost equal to the fair market value.

Borgmeier & Alario, PLLC
9




ADDITIONAL INFORMATION
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FINANCIAL AND OPERATION.COMBINED UNIFORM SINGLE REPQRT
| - PART lIA
OKER OR DEALER Pilot Capital Corporation asof _12/31/01
[ COMPUTATION OF NET CAPITAL
\ai ownerthio equity from Statement of Finencial Condition. . . ... .. ... e, 3 199,737 3480 |
'cuct OWNErINID €QUItY NAL MIOWSDIE 10F NEL CADIBI . & o\ o e oetnererarneseverrnscnenoaneonentonssnnsonns M )f 3490 |
Total awnership equity quailfied for Net Capital . .. ....... ettt ittt et 199,737 3500 |
d'
[ Lisbillties subardinated 1o ciaims of general creditors silowsbie in ComPUIation of NEL CEDItBL. . v oo v vt nrenenns 3520
. Qther (deducitions) ar silowabie credits {Listh. .. .......cov0ens e e s er et 3525
Totsl capital and sllowsbie JUbOrdine1ed iabilities. . ... .. oiererenriateionntsinssinerossoitanasscsansaas s 3530
uetions and/or charges: v ‘
rTolal nonallowable sssets fram Statement of Financial Condition (Notes 8 and (‘2'2 $*136.829 3540
B, Secured demand NOIE QefiCIBMEY . ..o u ottt e e ienernsnonotnennnernaens 3530 .
Commadity futures contrects and 1pot commadities.
progrietsry capiai charges. . ... ... v ittt ettt eetr e, : 3600
. Other dReAUCTIONS BNG/OF CAIGES . . . . o .ttt eeenenensnnsnenaens. . 3810| | 136 5 829 )| 3620
Other sdditions and/or allOWabIE credits (Listh. . ... ...\ een et e e s e et e et e e e es et e e e ) 3630
t c20ital DETOre NBIFCULE ON SECUTILI®T BOSIIONS | . ... ... vt r v tansnereneseneenennaonsseesasosensanas rs a2 Q08 3640
ircuty on securities {comouted, where spolicable,
sursusot 10 15¢3-1 (f1)
Contractual tecurities commitments . ., .. .,.., e s 3660
Subordinated securities DOrTOWINGS . . ., ... .. it iiiorarerrnsorsaoaeans 3870 l
C. Trzdinqud investment securities:
1. EXEMIDIED YRCUMIIES . . .\t s et ettt e aeneneereeaeaneannnnn :r. 3735
2. e RCUTII®T . i i i e e et -3733
B o . 17, T P 3730
A, CNer SBCURITIBE . ..\ttt iiuene e reeseeannennnntasaenanesenns 3734
Undue ConCeMIratiqn ... ... ...ttt ittt ionnerosencnananonsona 3850
l (01T T L T N 3738 | )} 3740
T R s 62,908 3750

OMiT PENNIES

* See Schedule One

Borgmeier & Alario, prdt
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PILOT CAPITAL CORPORATION

SCHEDULE ONE

STATEMENT OF ASSETS DEEMED NOT ALLOWABLE

- IN COMPUTING NET CAPITAL UNDER RULE 15¢3-1

December 31, 2001

Shareholders' Loan Receivable
Investment in Restricted Stock
Investment in Warrants

Office Furniture And Equipment, At Cost, Net Of
Accumulated Depreciation

Security deposit

Total Assets Deemed Not allowable

§ 15,862
85,000

3,300

26,025

12
Borgmeier & Alario, PLLC




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART lIA

KER OR DEALER ' : asof  12/31/01

a3 m =

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

"3
1. Minimum net ca0ital required (8-2/3% of in@ 19) .. ...\ uvessreeen ettt i e e e s 1,605  [37%s]
2,__Minimurm dollar nat caoitsi requirement of renarting brokar or desier and mMunimum et caoi(al requiremaent )

l of subsidisries comouted in accordance with Note (A} . ........ e s . 5,000 3758
:JWRNet capital requirement (greater of 1ine 11 Or 1) .. ittt ittt ettt ettt s 5,000 3780
14, Excess net caonal (line 10%ess. 131 .................. e - 57.9008 3770
iEIExcess net capitat at 1000% (line 10 less 10% abline 19) ..oty en ittt e e IS 3780

COMPUTATXQN QF AGGREGATE INDEBTEDNESS
1"\'0(30 Al liabilities from Statement of Financial CanGHION. L ..t iu ittt it iv e e i s 24,070 3790 |
177 Add:
A. Drafty for immediatecredit. . .. ... ...t ie e e ns 3800
l 8. Market valus of securities borrowed for which no eguivalent
VEIUE 15 DA OF CTOQITBG . . . ..\ ittt i s 3810 |

- Q. QOther unrecorged amountsilist). .. .. .. .. ... ... .. . 0.l PR s 3820 (s 3830
1 T o1 I0GregAIE INGEDIBONEEE . . . . ittt e e e e e e e e e e e e e S 24,070 J8ao
2‘ Percantage ol aggregate indettedness 10 netcapitai line 19 by line 10} . ... . . ... .ttt innnnnn % 38 38S50
21, Parcentage of dent to debi-equity tofal computed in 3CCOrAaNCE with Ruie 15C3e} () o o v e nn e noneeen e, % 38 3860 |

COMPUTATION QF ALTERNATE NET CAPITAL REQUIREMENT

5 .

Part B

2 2% of combined aggregate detrt 1terns as shown in F ormuis for Reserve Requirements pursuant (o Ruie

15e3.J prepared as ol the date of the net capital comoutatian including both brokers or deaiers )
and coNIOHABED TUBSIAIBNIES dEBITS . . . ..ot vttt e i oo s sasne et nneesnean et e S [2870]
2l

Minimum doilar net capital requirement of reparting broker or dealer and mMiMimMum net Captai

requirement af subsidiaries comouted in aceordance with Nate (A} ... . . . et s 3880
24. Net capitaf requirement (greater of Hine 22 0 231 .. ittt it ettt ittt et e et e e e s 31760
20 Excess net ca0ital (n@ 101853 281 . oo vttt et e e e e e e e H | 3910 |
2 Nat capiial in excess-of: .
$% af combined aggregate dapst itams or $120000...... vesessaes S e et etoraseatertavetovetontaanas tevtorenaannn s | 3920 |
l R CMIT PENNIES

_ There were no material differences between the above
TES: computations and the corresponding unaudited Part II A Filing.

| The minimum net canital requirement shouid be computed by adding.the minimum doilar net caDital reguirement

of the reporting broker deaier and, {or each subsidiary (0 be contalidaled, the greater of:
l' 1. Minimum doilar ﬁc! capitai requirement, or

2. 6-2/3% of sggregate indrotadness or 2% of aqgregate debits it aitarnative methoq is.used.
(B) Oo nqt deduct the value of securities borrowed under subordination agreements or secured demand nate
cavered by 1uBOrdinatian agreements. noL in satistactary 'orny and the market vaiues of membershios in
exchanges contnbuted lor use of company (contra to itern 1 740) and pariners’ securities witich were
inctuded i non-allowabie assets. .
Far reports liled. pursusnt ta parasgraotr (d] ol Rule | 735, respondent shouid Dravide 2. st of matenai
non-silowstiie assets.. ' ) )

13
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FINANCIAL AND OPERATIONAL COMBINED UNIFOAM SINGLE REPORT
PART lIA

OKER OR DEALER  p| 0T CAPITAL CORPORATION wot —12/31/01

R —

Exemptive Pravision Under Ruie 15¢3-3

1 an exemption irom Rule 15e3-] is claimed, |dentily beiow the section upon

I8

which such examption is based (check ane. only) L. .
(Limited Business)

Ownarship Equily and Subordinated Lisbiillles maturing or proposed !o be
withdrawn within the next six months snd sccruais, (as defined beiow),
which have not bean deducied in the camputation of Net Capilai..

A. (K} (1}—$2.500 cacital category as per Auie 18c3-1 . \.S A MITEd BUsiness,) .. X ["asza]
. (k) (2)(A}—="Specisl Account lar the Exciusive: Sanefit of
I;  CUNIOMEIE MMIMEBINEG. .o euaeeeeannenses covnennanoancosssasasanssaesosansssseennsnasernassanen l 4580 |
C. (k) (2)(B)==All customer transactions cieared \hrough another
broker-deaisr on a fuily disciosed Hasis. Name ol clsaring
I firm % 4335 | 4570
0. (k) (3}=——Exemplad Dy order of he COMMIBSION ..... cooevvrrovorncrennnsnsann R R I 4530

pe ol Propgsed

wilhdrawal or Amount 1o de With- (MMODYY) Expect
Accrusi insider or drawn (Ccash amount Withdrawal or lo
_ See Deiow lor Qutsidar? ana/or Net Capitai Maturity Rensw
code o entar Name al Lsndar ar Cantributar {In or Qu) Vaiza of Securitiss) PLIL] {yas or noj

»

4800 4601 4602 4603 4604 4605

A I8

gl (o] (ol Lo [ el [

4610 4811 4612 4813 4614 4815

I
i 1] 1] l] ]

4 g
g 8]l [ 1¢] [¢] [g

4820 4821 4822 4823 4624 | 4625

il b

L
g

4830 4831 4632 4633 4834 4635

4840 4841 4842 4644 4845

4851 4652 4653 4854 4655

4880 | 4861 | 4662 4683 4864 4685

4870 4871 4872 | 4873 4674 487s

4830 4881 4682 | 4683 4684 4885

T

{ ol b
d

4690 | 4891 4892 4693 4894 4695 |

TOTAL T ' 4899

] 1e] Lol Lol Jel ] el L] [ L

QOMIT PENNIES

lns"ucuons\: Oetait listing must Inciude the loial of Hems maturing during. the six month period lollowing the
report date, regardieass of whether or not (e capiial contridulion S exoeciad (0 De renewed, The-

. scftegule must siso Incliude proposed capjtal wilhdrawais scheduled within \ne six month
periog iollawing (he repart date including ihe proposed recamotion of stock and payments of
linoilities secured by {ixed asss(s (which sre considared silowadtle asse(s in (he cIoital camoulation
pursuant ta- Ruie 15¢3-1{c)(2)(iv})), which couid De raguired Dy {he lender on demand or in lass.
lthan six months. .

THDRAWAL CODE: OESCAIPTION:

1. Equity Capital. ’
2 Sutordinated Liabilities. 14
3. ACCTUBMS.

l 4. 1863-1{c}(2}(iv) Liabilities: ' Borgmeier & Alario, PLLC

n .




SUPPLEMENTARY REPORT OF INDEPENDENT AUDITOR
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INDEPENDENT AUDITORS' SUPPLEMENTARY REPORT
ON INTERNAL CONTROL STRUCTURE
REQUIRED BY SEC RULE 17 A-5

The Board of Directors
Pilot Capital Corporation

In planning and performing our audit of the financial statements of Pilot Capital Corporation for the
year ended December 31, 2001, we considered its internal control structure, including procedures
for safeguarding securities, in order to determine our auditing procedures for the purposes of
expressing our opinion on the financial statements and not to provide assurance on the internal
control structure.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission, We have made a
study of the practices and procedures (including tests of compliance with such practices and
procedures) followed by Pilot Capital Corporation 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(11) and the procedures for determining compliance with the exemptive
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 security 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
fuifilling 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 intemal 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 objectives of the practices and procedures
listed in the preceding paragraph.

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

Borgmeier & Alagip, PLLC




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 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. We noted no matters
involving the internal control structure, that we consider to be material weaknesses as defined
above, however, We did note the condition described in the following paragraph.

The Company is a small company; essentially all of its operational and record keeping procedures
are performed by one individual. Consequently, the segregation of duties typically present in an
internal accounting control structure is not practicable. The Company, which has not acted as
principal in any securities transactions and does not hold securities for its own account or for the
account of customers, has no plans to change operational and record keeping procedures.

These conditions were considered in determining the nature, timing and extent of the audit tests to
be applied in our audit of the financial statements; this report does not affect our report on these
financial statements dated February 5, 2002.

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*
Company's practices and procedures were adequate at December 31, 2001 to meet the
Commission's objectives.

This report is intended solely for the use of management, the National Association of Securities
Dealers, Inc., and the Securities and Exchange Commission and should not be used for any

~ other purpose.

Warwick, New York
February 5, 2002
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