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A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER: Prebon Securities (USA) Inc. 'DFFICIAL USE ONLY

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) : FIRM L.D. NO.

101 Hudson Street

(No. and Street)

Jersey City - New Jersey 07302
(City) (State) (Zip Code)

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

Paul A. Valenti (2013557-5204
: S " (Area Code - Telephone Number)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

Pricewaterhouseloopers, LLP.
. (Name — if individual, state last, first, middle name)

1177 Avenue of the Americas New York New York 10036
(Address) o (City) (State) (Zip Code)

CHECK ONE: | | - PROCESSED

@ Certified Public Accountant

O Ppublic Accountant ; JUN U 5 2@02
g Accountant not resident in United States or any of its possessions. THOMSUN
: EINANCIAL

FOR OFFICIAL USE ONLY

*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
I, Paul A, Valenti _, swear (or affirm) that, to the best of my knowledge and
belief the accompanying financial statement and supporting schedules pertaining to the firm of
Prebon Securities (USA) Inc, ;as of
March 31 ,20 02 , are true and correct. I further swear (or affirm) that neither

the company nor any partner, proprietor, principal officer or director has any proprictary interest in any account classified solely

as that of a customer, except as follows:

ot e Udsst.

Signature

Title

22 951@7

Notary Public

This report ** contains {check all apphcable boxes):

&I (a) Facing Page.

Bl (b) Statement of Financial Condition. )

&l (c) Statement of Income (Loss).

&l (d) Statement of Changes in Financial Condition.

&l (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Propnetors Capital.

O (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

Kkl (g) Computation of Net Capital. '

O (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

O (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

O () A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

Kl (1) An Oath or Affirmation.

O (m) A copy of the SIPC Supplemental Report.

O (n) Areport descrxbmg any material inadequacies found to exist or found to have existed since the date of the previous audit.

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




Statement of Financial Condition
March 31, 2002




PRICEWATERHOUSE(COPERS

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
Prebon Securities (USA) Inc.

In our opinion, the accompanying statement of financial condition presents fairly, in all material
respects, the financial position of Prebon Securities (USA) Inc. (the “Company™) at March 31, 2002 in
conformity with accounting principles ‘generally accepted in the United States of America. This financial
statement is the responsibility of the Company’s management; our responsibility is fo 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 examining, on a test basis, evidence supporting the amounts
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 believé

that our audit provides a reasonable basis for our opinion.

=

May 29, 2002




Prebon Securities (USA) Inc.
Statement of Financial Condition
March 31, 2002

Assets
Cash and cash equivalents
Commissions receivable
Deposit with clearing corporation
Total assets
Liabilities and stockholder's equity
Accrued expenses
Payable to broker
Payable to Parent - .
State income taxes payable
Total liabilities

Stockholder's equity

Total liabilities and stockholder's equity

The accompanying notes are an integral part of this financial statement.

$ 16,427,221
5,926,400

5,013,600

§ 27,367,221

$ 4,532,168
1,700,655
1,629,973

88,783

7,951,579
19,415,642

-§ 27,367,221




Prebon.Securities (USA) Inc. - 3
Notes to Statement of Financial Condition '

1. Organization and Operations

Prebon Securities (USA) Inc. (the “Company”) is a wholly owned subsidiary of Prebon Yamane
(USA) Inc. (the “Parent”); an indirect wholly owned subsidiary of Prebon Group Limited, a United
Kingdom company which 1s engaged principally in worldwide brokerage of financial products. The
Company is a government securities broker-dealer registered with the Securities and Exchange
Commussion and is a member of the National Association of Securities Dealers, Inc. (“NASD”).
The Company primarily acts either as agent, on a give-up basis, or on a riskless principal basis in
arranging the acceptance and placement of repurchase agreements between banks, corporations and
other financial institutions.

2.  Summary of Significant Accounting Policies

Income taxes

. The Company and its ultimate U.S. Parent have a tax sharing agreement whereby Federal income
taxes for the Company are determined on the basis of its separate taxable income. The Company is
included in the consolidated Federal income tax return of its ultimate U.S. Parent and files its own
New Jersey state tax return. '

Estimated fair value of financial instruments _

Statement of Financial Accounting Standards No. 107, “Disclosure about Fair Value of Financial
Instruments,” requires the disclosure of the fair value of financial instruments including assets and
liabilities recognized and not recognized in the statement of financial condition.

Management estimates that the fair values of financial instruments recognized in the statement of
financial condition approximates their carrying value, as such financial instruments are either
reported at fair value or are short-term in nature, bear interest at current market rates or are subject
to frequent repricing.

Use of estimates

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. Actual results could differ from those estimates.

3. Cash and Cash Equivalents

Cash and cash equivalents includes cash segregated under federal regulations of $13,574 and short-
term investments of $15,102,956. Short-term investments consist of a money market fund. These
investments are carried at cost plus accrued interest, which approximates market value. ’

4. Deposit with Clearing Corporation
Amount represents cash and U.S. Treasury securities carried at cost plus accrued interest, which
. approximates market value, that are deposited with the Government Securities Clearing Corporation
(“GSCC”). ' ‘




Prebon Securities (USA) Inc. _ 4
Notes to Statement of Financial Condition

5. Related Party Transactions

The Company reimburses the Parent for employee compensation and benefit costs paid by the Parent
on the Company’s behalf. The Parent makes disbursements on behalf of the Company for general
and administrative expenses, such as rent, accounting and other administrative services, for which
the Company reimburses the Parent through a service charge. :

During the normal course of operations, the Company advances funds to its Parent. At March 31,
2002, the Company had a net payable of $1,629,973 relating to such advances and administrative
charges.

During the year, the Company acted on behalf of Prebon Financial Products Inc., an affiliate, asa
placement agent for repurchase agreements and reverse repurchase agreements. At March 31, 2002,
repurchase agreements placed with counterparties on behalf on Prebon Financial Products Inc. were
$3.5 billion: No fees have been charged for such services. '

6. Liquid Capital Requirement

As a registered government securities broker-dealer and member of the NASD, the Company is
subject to Part 402.2 of the Government Securities Act of 1986, which imposes certain capital
requirements for registered government securities broker-dealers. The Company must maintain
minimum liquid capital, as defined, equal to the greater of 120% of total haircuts, as defined, or
100% of haircuts plus $100,000. At March 31, 2002, the Company had liquid capital before
haircuts of $14,784,698 which exceeded requirements by $14,317,866. Total haircuts were
$366,832.

The Company is required to maintain liquid capital in excess of $10 n‘ulhon as part of its
membership with GSCC. ’

7. Employee Benefit Plans

The Parent maintains a 401(k) profit-sharing plan (the “Plan”) covering substantially all of the
employees of the Company. The Company’s contributions to the Plan are based upon a percentage
of employees” contributions. Contribution expense is determined by an intercompany charge from
the Parent.




