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OATH OR AFFIRMATION

e JACK _BRIMBERG

, swear (or affirm) that, 1o the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

BRIMBERG & CO.

as of
OCTOBER 31 | 2001 | are true and correct. 1 further swear (or affirm) that neither the company

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

HLATHER M. SEAL
“intary Public, State of New York ookl Bop k)
No. 01SE6055767 v/ Jsinme 7
Qualified in Queens County ’ .
~ wuissing Expires March 05, 003

CurEE fxbcorsis  ORPEEL
Title

This report** contains (check all applicable boxes):
: (2) Facing page.
(b) Statement of Financial Condition.
(c) Statement of Income (Loss).

(@) Statement of &HdrskiirkPivkicionCogdwik CASH FLOWS

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietor’s Capital.

(f) 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.

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

() 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-
solidation.

() An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report.

() A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

IOW O O0080EEEEE

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




SANFORD BECKER & CO., P.C.

CERTIFIED PUBLIC ACCOUNTANTS

RICHARD S. BECKER, C.P.A.
i 1430 BROADWAY
SANFORD E. BECRER, CP.A. NEW YORK. N.Y. 10018
GEORGE S. GETZ, CP.A. s - T
TELEPHONE - (212) 921 - 9000

SANFORD BECKER, C.P.A. 1922-1994 FACSIMILE - (212) 384 - 1622

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACOUNTANTS

Partners
Brimberg & Co.
New York, N.Y.

We have audited the accompanying statement of financial condition of Brimberg & Co.
as of October 31, 2001 and the related statements of income, changes in partners’ 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 Company’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 Brimberg & Co. as of October 31, 2001 and the results of their
operations and their 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 the schedules listed on the
accompanying index 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 Exhange 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.

New York, New York
December 10, 2001 %ﬂb"ﬁ/ //Z




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA

BROKER OR DEALER
BRIMBERG & CO.

' LS R Y O O O O
STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING AND

CERTAIN OTHER BROKERS OR DEALERS

As of (MH/0D/YY)I0 B1 / 01 99
SEC FILE NO. _ 8-5281 98
ASSETS Consolidated rﬁi
- Unconsolidated 199
Allowable Non-Allowable Total

12 CBEN venreeeeereennn s eaeeereeeeenaeennns (55,881) [200] (55.881) [7s0

2. Receivables from brokers or dealers:
A. Clearance BCCOUNE .eveennsesneconcaens 294,333 | 295

Br OLREM weviernsreeasereonnnennannenssns 300 ’ 550 294,333 810

. Receivable from non-customers ..ueeviessesss 355 34,279 | 400 34.279 30
. Securities and spot commodities owned, at market value:

A. Exempted securities .icivcieerernnaes 332.490 418
B. Debt Securities ..covienunss sarsvincns ) 419
C. OptionNs v.uvieinranensnnccsananansases 420

D. Other securities ..... cesaens cesnesans 2.383 |42
E. Spot commodities : 430 334 .873 850

(%]

~

---------------------

5. Securities and/or other investments not readily marketable:
A. At cost .... ' 130]

B. At estimated fair value ...civiinennan 440 610 860
6. Securities borrowed under subordination agreements
an partners’ individual and capital

. securities accounts, at market value: 460 630]"

880
A. Exempted
securities m
B. Other
securities 160
7. Secured demand NOTES: .eveeassacassarasnnnes m
KRarket value of collateral:
A. Exempted

securities ‘ 170l

B. Other
securities r?EE]
8. Membership in exchanges:
A. Owned,at
market 190
B. Owned, at COSt s.evecnccnsncsssacsrne . 450
C. Contributed for use of the company
at market value (iieeescarncacansnsaes
9. Investment in and receivables from
affiliates, subsidiaries and
associated partnerships ....... o
10. Property, furniture, equipment,
leasehold improvements and rights
under lease agreements, at cost-net
of accumulated depreciation
and amortization ..eseeeees Ceriresenee

640 890

660 ' 900

..... 480 670 ) 510

490 &80 £20

1. Other 3SSETS tuceiverasarenrcencsnnoossnnns 535 19.618 735 19,618 930
‘. TOTAL ASSETS +evevees . 573,325 : |si0 53,897 - | 740 627,222 940

OMIT PENNIES

. THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF

THESE FINANCIAL STATEMENTS
Page 2
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA

BEROKER OR DEALER
BRIMBERG & CO, o 10731700
STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING
'AND CERTAIN OTHER BROKERS OR DEALERS

LI2ABILITIES AND OWNERSHIP EQUITY
A.I. NOI].-A-I.

LIABILITIES Liabilities Liabilities Total
13. Bank loans payable .i.ivieinivncrnnaenionnes ms_] 1255 [1_;7—0]
14. Payable to brokers or dealers
A, Clearance 8CCOUNE ,iuvivacrennsaevesarannns 1114 1315 1560
B, Other ..... Getvaeineteinesesananstoanesans 1115 1305 1540
15. Payable to non-customers «.eueees cesantareas 1155 1355 1610
16, Securities sold not yet purchased

at market value ...... Cetensesanavantaante 11360| ‘1620]

17. Accounts payable, accrued liabilities

expenses and other v.vveeeense ceevesenae . 184,548 szB;‘] : @I 184,548 ﬁ@
18. Notes and mortgages payable: : —
A. Unsecured civcevenaes tistresecanns veeniene 1210 1620
B. SECUred .evveruraiennnns et eereaeneieenas 1211 l1350] 1700
19. Liabilities subardinated to claims

of general creditors:

A. Cash borrowings: .ivieeecceccacasccensrnne S ‘1400l |171D‘

1. from outsiders | 970]
2. Includes equity subordination {15¢3-1(¢d))

. _of v [oo] ‘
B. Securities berrowings, at market value: .. l1410| ‘1720!
from outsiders ) $50

C. Pursuant to secured demand note

collateral agreements (vevereaeses vesrecas m ' 1730
1. from outsiders 1000 ' ’
2. Includes equity subordination (15¢3-1(d))

Of viennas ceas 1010
D. Exchange memberships contributed for

use of company, at market value .......... m m
E. Accounts and other borrowings not

- qualified for net capital purposes ....... 16,269 |1220 1440 16,269 4730
20.

TOTAL LIABILITIES vevenrnvanoovacsncnns 200,817 l123¢ 1450 200,817 - |1760

Ownership Equity

21. Sole proprietorship ....

Cresessenacans eessans ererannee ceenacaneans Cesessrsrsiasanans tevesienaree 1770
22. Partnership (limited partners .......... |10_20J) ) 426,405 {1730

23. Corporation: ' -

A, Preferred stock svevieas Setereatannineresarestetostitntnsai s atasrnsony Ceesetnuneirasensas vevaes 17914

B, Common ST0CK cevavsinrerevanvsnnes e eeeed re st autersetaneries et entian s imee esartatttE et a0t 1792

C. Additional paid-in capital eeaeeavscecrnnae tedsiesirsernaaran ceermeanas ereeienua trteeeenecnrannne . ) 1793

D. Retained arnings ccocescceancncn et t et e teeanaesearenavit e at s atat et anttersvntean teventanens 1794

E. Total vivivvererecarannns erenes eesausiesancnacertantranersnenns Ceressacsrarnes 1795

F. Less capital stock in treasulry seeeeessesecsaracsssccsans et ee st et eseseut et e ttsttassevecnosy ( Mi79¢
.24. TOTAL OWNERSHIP EQUITY tuiveecernsssnancocas 426,405 |1s0¢
25. TOTAL LIABILITIES AND OWNERSHIP EQUITY ..iuuiiivverenenrnncasnens fereressusausasetatasttansraenns 627,222 -l184c

OMIT PENNIES

THE ACCOMPANING NOTES ARE AN INTEGRAL PART OF THESE FINANCIAL STATEMENTS
Page 3 :
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. BRIMBERG & CO.
STATEMENTS OF EARNINGS

FOR THE YEAR ENDED OCTOBER 31, 2001

REVENUE
Commissions $ 3,161,082
Other Revenue 37,399
$ 3,198,481
EXPENSES
Employee Compensation 1,833,944
Interest 14,021
Regulatory Fees 17,465
Other Operating Expenses 543,562
$ 2,408,992
. NET INCOME (NOTE 1) $ 789,489
‘ THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THSE FINANCIAL STATEMENTS

PAGE 4




‘ BRIMBERG & CO.
STATEMENTS OF PARTNERS' EQUITY

FOR THE YEAR ENDED OCTOBER 31, 2001

BALANCE - November 1, 2000 227,995
Add: Net Income : 789,489
1,017,484
Deduct: Drawings (Net) 591,079
BALANCE - October 31, 2001 426,405
‘ THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THSE FINANCIAL STATEMENTS

PAGE 5




STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED OCTOBER 31, 2001

INCREASE (DECREASE) IN CASH AND CASH EQUIVALENT

CASH FLOWS FROM OPERATING ACTIVITIES: -
Net Income For the Year $ 788,489
Adjustment To Reconcile Net income To Net Cash
Used For Operating Activities:

Decrease in Other Assets 4 295
Increase in Accounts Payable and Accrued Payable 61,724
Increase in Receivables From Brokers or Dealers (95,832)
Increase in Receivables From Non-Customers (14,196)
Net Cash Provided by Operating Activities 741,480

CASH FLOWS FROM INVESTING ACTIVITIES:
Increase in Securities Owned (Net) (187,938)
553,542

. CASH FLOWS FROM FINANCING ACTIVITIES:
Partnership Liquidations & Drawings (591,079)
Net Decrease in Cash and Cash Equivalents (37,537)
Cash and Cash'EquivaIents at Beginning of Year (18,344)
Cash and Cash Equivalents at End of Year (55,881)

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE FINANCIAL STATEMENTS

PAGE 6




(1)

)

®3)

BRIMBERG & CO.
NOTES TO FINANCIAL STATEMENTS

OCTOBER 31, 2001

Summary of Significant Accounting Policies:

Accounting for securities transactions is on a settlement date basis (normally three
business days after trade date).

Securities owned are valued at market and the unrealized gains and losses are
reflected in principal transactions.

Federal income taxes have not been provided as partners are individually liable
for their own tax payments.

Net Capital Requirements:

The Company is subject to the uniform net capital rule (Rule 15¢-3-1) of the
Security Exchange Act of 1934 which requires the partnership to maintain a ratio
of aggregate indebtedness to net capital as defined, not to exceed 15to 1. At
October 31, 2001 Brimberg & Co.’s net capital was $349,017 whereas the
percentage of aggregate indebtedness to net capital was 58% compared to a
maximum allowable percentage of 1,500%.

Brimberg & Co. is exempt from Rule 15¢3-3 and the conditions of exemption

~were being complied with as of October 31, 2001 and that no facts came to our

attention that the exemption had not been complied with during the period since
our last examination.

Brimberg & Co. is obligated under the terms of a lease covering their office space

as of 10/31/01. Monthly payments are due in the amount of $21,238.67 until
December 31, 2003 totaling $552,205.42.

PAGE 7




FINANCIAL AND OPZRATIONAL COMBINED UNIFCRM SINGLE REFORT
P2RT _ITA '

3ROKER OR DEALZER

; l BRIMBERG & CO. | s o7 10./31/01 |
COMPUTATION OF NET CAPITAL

1. Total ownership ecuity from Statement Of FINaNCial ComiTion wuuvuneeeereeeneeaneeeernossorennnennnans 426,405 [;;
2. ZJeduct Ownership equity not allowable For Ner £2DITEL tivervnreiiicnenieataenernanennneas Ceeraeeen. oo . M3asai
I, “ctzl ownership ecuity qualified for net £apital teveviviveninrinecnennnss et ee e iaretae e e 426,405 j3355)
. Add:
AJ Lizbilities subordineted to claims of generzl creditors allewsble in comoutation of net czpital .. 323ai
3. Other (deductions) or allowable credits (LiST) .eueeiniiriiciniiriieeronaaannas Ceretecteireaeaeaans 135325
3. Toral capital and allowable subordinated liabilities wivieiiiiiiininiaieninnenannas Ceeteenaianes 426,405 !I3530
3. Daductions znd/or charges: '
A. Totzl nen-allowable assets from
Statement of Financial Condition (Mote 8 and C) ...... Ceerirenienaas 53,897 3540
3. Secured demand note deficiency vovineiervcenssnnas Ciecesiacerecaaianas 3330
C. Commodity futures contracts and spot commodities
-oroprietary capital charges .v.iveceess. A : m
J. Qther deductions and/of CRErgeS ..uiieierirererncsnsncancnscanaianas 3510] ( 53.897 )‘3520
7. Other additions and/or asllowable credits (LiST) tiiiiiiiiiiiii e aiiini ittt iictiniiirennnann 3430
3. Yet Capital before haircuts on securities positions ........... Cmereeeas Ceriereteeinean Cererenaen 372,508 !szu0
7. Ysircuts on securities (computed,where applicable,
pursuant to 15e3-1 (f) ):
A. Contractual securifies COMMITMANTS .vuienevencnenarenonansons veeesenane ) 2440
. Suberdinated securities borrowings ...iciiiiioiiiiiiiiiiiiiiiianeia, 34870
. Trading and investment securities
1. Exempted SECURiTIeS tuuciuerereracsrraoronasrenaronnnnans Cereteaaies 23,134 (37335
2, Debt SeCUrTtIeS 4uuireeenencsernioioacssacacacnsaaascossnssnanasasaanns 3733
3. OPTIOMS i vacenracasnearosestasnansassortannsssoatesataccrsasananans 3730
4, Other securities ..iiecvse Ceeseaaseraaanens et atrereccaaerataanas . 357 3734
0. UNGUE CONZEMTIATION vrvenensensonesanenonensonnns et reteriarecarieaees 13450 _
E. OTHEF (LIST) wunrnrnroreneeenneerentnsencnsennns e i3738] { 23,491.)3720
10, Net £aRifal teicveenoiiannenraoirs rennnnoann e ereeeeneaeaeas e eeeteeiartaseteecenn e 349,017 - !3730

OMIT PENNIES

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE FINANCIAL STATEMENTS

Page 8
10/85




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT  °
PART IIA

BROKER OR DEALER

BRIMBERG & CO, as of 10/31 /01

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Part A
11. Hinimum net capital required (6-2/3% of line 19) vicvieeaannn.. Ceereneeeaeanaa e reienenanae Ceeenens 13,387 i3738
12. Minimum dollar net czpital requirement of reporting broker or dealer and minimum net capital requirement
of subsidiaries computed in accordance With NOTe (A) tuurevesisiivinnienartocsrenssartonsacacnsoston 100,000 |3738
. 13. Net capital requirement (greater of [iNe 11 OF 12) vevsvesrevrsinaroarocesessasscsaassannsaneanssras 100,000 |3740
14. Excess net capital (Line 10 1eSs 13)ieuvraiiriaioisroscinsennierserisnassacsons Cereeneeaeeneanas e 249,017 |3770
15. Excess net capital at 1000% (line 10 less 10% of Line 19) t.icereersineranroraneceocnnionaracnanancnss 3780
COMPUTATION OF AGGREGATE INDEETEDNESS
16. Total A.l. liabilities from Statement of Financial Condifion vieeesececsavereene Ceineae Cerecennes peee 200,817 [5;331
17, Add:
A, Drafts for immediate credit ..iiievcevceanncacnnenes crsnsesatencartens [5555]
B. Market value of securities borrowed for which no
equivalent value is paid or credited cvuiviierereninnariarinsinaneanses 3810
C. Other unrecorded amounts (LiST) civiececanssnnnsences vresrsttancssrens 3820 3830
19, Total aggregate NdebtednESS tuuiuiiieieeneerasneoauuseeenenssaioseesnsseaseansssonsansoveassannnne . 200,817 13840
20. Percentage of aggregate indebtedness to net capital (line 19 / by line 10) cveieirveieereneninnneees % 58% 3350
21. Percentage of debt to debt-equity total computed in accordance with Rule 15¢-3-1 (d) ...cvvevnns R4 3840
:Q . COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT
art B :

22. 2% of combined aggregate debit items as shown in Formula for Reserve Requirements pursuant
to Rule 15¢3-3 prepared as of the date of net capital computation including both .
brokers or dealers and consclidated subsidiaries’ debits viivivriisiaravarsccsncnsnscrasnssonsancee N/A fEE?B}
23. Hinimum dollar net capital requirement of reporting broker or dealer and minimum net capital
requirement of subsidiaries computed in azccordance with Note (A) ..

]

teersratecanrtaanse 3380
24, Net capital requirement (greater of line 22 oF 23) civvernenrnsens teteienciecaseatanvaatanrnanansrras 3760
25. Excess net capital (line 10 less 24) c.vvnnvesiinens. reedererecnaneanes tiesersesatessrrenan cevsanses . 3910
26. Net capital in excess of the greater of:

A. 5% of combine aggregate debit items of $120,000 ,iievusrvsresnssnsassssasssassonsssnsnannns cearssas [39201
NOTES:

(&) The minimum net capital requirement should be comouted by adding the minimum dollar net capital requirement
of the reporting broker dealer and, for each subsidiary to be conselidated, the greater of:
1. Hinimun dollar net capital regquirement, or

2. 6-2/3% of aggregate indebtedness or 2% of aggregate debits if alternate method is used.

(8) Do not deduct the value of securities borrowsd under subordination agreements or secured demand notes
coverad by subordimation agreements not in satisfactory form and the market values of memberships in

exchanges contributed for use of company (contra to item 1740) and partners’ securities uhjch were
included in non-allowsble assets,

(C) For reports filed pursuant to paragraph (d) of Rule 173-5 respondent should provide a list of material
non-al lowable assets,

THE ACCdMPANYlNG NOTES ARE AN INTEGRAL PART OF THESE FINANCIAL STATEMENTS
10/85 page ©




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART II2

BROXKER OR DEALER
BRIMBERG & CO. as of 10/31 /01

® - . —

Exemptive Provisions Undexr Rule 15c3-3

8. 1f an exemption from Rule 15¢3-3 is claimed, identify below the section upon

which such exemption is based (check one only) - .
A. (k) (1)-%2,500 capital category as per Rule 13¢3-1 . ivvvievenns
8. (k) (2)(A)-"special Account far the Exclusive Benefit of

customers® maintained ........ cesseccrsasens . Geemsetiaterttannas revetaanns Sresensuesnannas 4550
C. (k) (2)¢(B)-All customer transactions cleared through another
broker-dealer on a fully disclosed basis. Name of clearing
firm BNY CLEARING SERVICES LLC, WEISS, PECK & GREER LLC 4335 X 4570
D. (k) (3)-Exempted by order of the Commission sieevereiiecseriocinarnans e erreetsatenaateetatsanans 4580
Ownership Equity and Subordinated Liabilities maturing or proposed to ke
withdrawn within the next six months and accruals, (as defined below),
which have not been deducted in the computation of Net Capital.
Type Of Proposed
withdrawal or Amount to be With (MMDDYY) Expect
Accrual Insider or drawn (cash amount Withdrawal to
See below for Outsider ? and/or Net Capital or Maturity Renew
code to enter Name of Lender or Contributor (In or Out) Value of Securities) Date (yes or no)
1601 l4s02) [4604] (4605
las11] 4612} [2614) [4615
‘ [4621] [4622] [824] 4625
630 [4631] 4632} [4634] [263s]
4640 ' l4641] lacsz) 46k 4645

4650 [ae51] [se52] 4653
less1] Ll;éézl
[671) [s672]
[es81] lssg2]

[4691] [a652] : 4693

4654 4655

Lébh

4665

4675

~
X3

5 B EEEEEE E

é

C

il Bl B

4684 4685 |

| ) @B

5|

4694 4695

&1 Bl & NN SR
slalalakakakakakalal:

TQTAL

OMIT PENNIES

Instructions: Detail listing must include the total of items maturing during the six month period following the
report date, regardless of whether or not the capital contribution is expected to be renewed. The
schedule must alsc include proposed capital withdrawals scheduled within the six month
period following the report date including the propesed redemption of stock and payments of
lisbilities secured by fixed assets (which are considered allowable assets in the capital computation

pursuant to Rule 15¢3-1(e)(2)(iv)), which could be required by the lender on demand or in less
than six months.

WITHDRAWAL. CODE: DESCRIPTION
1. Equity Capital
2. Subordinated Liabilities
3. Accruals
4, 15¢3-1(¢e)(2)(iv) Liabilities
10/85 : Page 10
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REPORT ON INTERNAL CONTROL

The Partners
Brimberg & Co.

In planning and performing our audit of the financial statements and supplemental
schedules of Brimberg & Co. for the year ended October 31, 2001 we considered its internal
control structure including procedures for safeguarding securities, in order to determine our
auditing procedures for the purpose of expressing our opinion on the finanacial 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
(SEC), we have made a study of the practices and procedures followed by Brimberg & Co.
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 or 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:

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

Complying with the requirements for prompt payment for securities under Seciton 8 of
Federal Reserve Regulaton T of the Board of Governors of the Federal Reserve System.

(% I O

The management of the Company is responsible for establishing and maintaining an
internal control structure and practices and procedures referred to in the preceding paragraph. In
fulfilling this responsibility, estimates and judgements 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 internal 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 and safeguarded against loss from unauthorized use or
disposition and that the transactions are executed in accordance with management’s
authorization and recorded properly to permit preparation of financial statements in conformity
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. 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 an internal control structure or the practies and
procedures referred to above, errors or irregularities may occur and not be detected.
Also, projection on 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 the internal control structure would not necessarily disclose
all matters in the internal control structure that might be material weaknesses under
standards established by 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. However, we noted no matters
involving the internal control structure, 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 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 of such purposes. Based
on this understanding and on our study, we believe that the Company’s practices and
procedures were adequate at October 31, 2001 to meet the Commission’s objectives.

This report is intended solely for the use of management, the Securities Exchange

Commission, and other regulatory agencies which 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.
<//Z( Mw‘/ ' & %

New York, New York
December 10, 2001
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