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" OATH OR AFFIRMATION

L e MURRAY KOPPELMAN » , swear (or affirm) that, to the

best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
EASTLAKE SECURITIES,INC.

as of

DECEMBER 31,2001 are true and correct. I further swear (or affirm) 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:

-NO EXCEPTIONS-

-
PRESIDENT

Tide

Notary Public

This report** contains (check all applicable boxes):
(a) Facing page.
(b) Statement of Financial Condition.
(c) Statement of Operations
" (d) Statement of Cash Flows
(e) Statement of Changes in Stockholders’ Eqmty . ' -
(f) Statement of Changes in Liabilities Subordinated to ClaJms of Crednors
(g) 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.
(5) 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.
(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

oW U RKORONHYNREE

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(ej(3).
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ACCOUNTANTS® SUPPLEMENTARY REPORT ON INTERNAL ACCOUNTING CONTROL

To the Directors of
Eastlake Securities, Inc.

We have audited the financial statements of Eastlake Securities, Inc. for the year ended
December 31, 2001 and have issued our report thereon dated February 4, 2002. As part of our
audit, we made a study and evaluation of the Company’s system of internal accounting control
(which includes the procedures for safeguarding securities) to the extent we considered necessary
to evaluate the system as required by generally accepted auditing standards. The purpose of our
study and evaluation, which included obtaining an understanding of the accounting system, was to
determine the nature, timing, and extent of the auditing procedures necessary for expressing an
opinion on the financial statements.

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 followed by Eastlake Securities, Inc., that we
considered relevant to the objectives stated in Rule 17a-5(g), (i) in making the periodic
computations of net capital and aggregate indebtedness under Rule 17a-3(a)(11) and the
procedures for determining compliance with the exemptive provisions of Rule 15¢3-3; (ii) in
making the quarterly securities examinations, counts, verifications and comparisons, and the
recordation of differences required by Rule 17a-13. We did not review the practices and
procedures followed by the Company in complying with the requirements for prompt payment for
securities of Section 8 of Regulation T of the Board of Governors of the Federal Reserve System,
because the Company does not carry security accounts for customers or perform custodial
functions relating to customer securities.

The management of the Company is responsible for establishing and maintaining a system
of internal accounting 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 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. The objectives of a system 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 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 any internal accounting control structure, procedures or
the practices and procedures referred to above, errors or irregularities may nevertheless 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 that the degree of compliance
with them may deteriorate, or the effectiveness of their design and operation may deteriorate.

Our study and evaluation made for the limited purpose described in the first paragraph
would not necessarily disclose all material weaknesses in the system. Accordingly, we do not
express an opinion on the system of internal accounting control of Eastlake Securities, Inc. taken
as a whole. However, our study and evaluation disclosed no condition that we believed to be a
material weakness.

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.

In addition, our review indicated that Eastlake Securities, Inc. was in compliance with the
conditions of exemptions from Rule 15¢3-3 pursuant to paragraph k(2)(ii) as of December 31,
2001 and no facts came to our attention to indicate that such conditions had not been complied
with during the period. -

This report recognizes that it is not practicable in an organization the size of Eastlake
Securities, Inc. to achieve all the divisions of duties and cross-checks generally included in a
system of internal accounting control and that alternatively greater reliance must be placed on
surveillance by management.

This report is intended solely for the use of management, the Securities and Exchange
Commission, the National Association of Securities Dealers, Inc. and other regulatory agencies
which rely on Rule 17a-5(g) under the Securities Exchange Act of 1934, and should not be used
for any other purpose.
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SILVERSTEIN & WEISS
Certified Public Accountants

New York, New York
February 4, 2002

SILVERSTEIN & WEISS
CERTIFIED PUBLIC ACCOUNTANTS




EASTLAKE SECURITIES, INC.

STATEMENT OF FINANCIAL CONDITION.
DECEMBER 31, 2001

ASSETS

Cash in Bank
United States Government obligations (Note 1)
Securities owned - at market value (Note 1)
Due from Broker
Furniture, equipment and improvements - net of
depreciation and amortization of $48,911 (Note 1)
Investments in non-publicly or readily
traded entities (Note 1)
Accrued receivables and other assets
Note receivable

TOTAL ASSETS
LIABILITIES AND STOCKHOLDER'S EQUITY

Accrued expenses and other liabilities
Total Liabilities
CONTINGENCIES (Note 3)

Stockholder’s Equity
Common Stock $.01 par value, authorized 1000 shares;
issued 100 shares; outstanding 65 shares
Additional paid-in capital

Retained earnings , $3,375,614
Less: Treasury stock, 35 shares -
.at cost (Note 4) (2.354.867)

Total Stockholder’s Equity

- TOTAL LIABILITIES AND STOCKHOLDER’S EQUITY

The accompanying notes and Independent Auditors’ Report are an

integral part of this statement.

SILVERSTEIN & WEISS
CERTIFIED PUBLIC ACCOUNTANTS

$ 55,429
1,267,422 -
87,334
653,737
31,705
12,190
86,729
66.071

$2.260.617

§ 39.870

—39.870

1
1,199,999
1.020.747
2,220.747

$2.260.617




REVENUES

Commissions

EASTLAKE SECURITIES, INC.

STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2001

Net dealer inventory and investment activity (Note 1)
Interest and dividends

Rentals

Total Revenues

EXPENSES

Compensation (Note 5)
Communication

Occupancy

Professional fees
Taxes other than on income
General and administrative

Total Expenses

Income Before State and Local Taxes

State and Local Taxes

Net Income

$ 449,169
36,548
195,354
67.593

748.664
62,000
41,100

101,005
65,392

5,450

100,720

375.667

372,997
(6.310)

$ 366.687

The accompanying notes and Independent Auditors’ Report are an

integral part of this statement.

SILVERSTEIN & WEISS
CERTIFIED PUBLIC ACCOUNTANTS
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EASTLAKE SECURITIES, INC.

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

CASH FLOWS FROM OPERATING ACTIVITIES
Net Income $ 366,687
Adjustments to reconcile net income to net
cash provided by operating activities:
Non-cash items included in net loss:

Depreciation and amortization . $ 6,776

Increase in U.S. government obligations (10,897)

Increase in securities owned (61,930)

Increase in note receivable (66,071)

Increase in due from broker ‘ (238,242)

Decrease in other assets . 8.898

Increase in accrued expenses payable 2,587

Increase in furniture & equipment (8.017)
Total Adjustments , (366.896)
Net Decrease in Cash (209)
Cash at Beginning of Year 55.638
Cash at End of Year | $ 55429

The accompanying notes and Independent Auditors’ Report are an
integral part of this statement.

SILVERSTEIN & WEISS
CERTIFIED PUBLIC ACCOUNTANTS




EASTLAKE SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2001

SIGNIFICANT ACCOUNTING POLICIES

A.

Transactions in securities and related commission revenue and expense are
recorded on a trade date basis. Securities owned or sold but not yet purchased, if
any, are valued at quoted market values with the resulting unrealized gains and
losses reflected in operations.

Depreciation of furniture and equipment is provided using various methods over
the estimated useful lives of such assets.

The Company’s investments in non-publicly or readily traded entities have been
stated at fair value as determined by the Board of Directors of the Company, in
good faith after using all relevant information. These values do not necessarily
represent amounts which might ultimately be realized upon sale or other
disposition of the investments. The above entities are valued at $12,190.

Eastlake Securities, Inc. (the "Company") is a registered broker/dealer in securities
under the Securities Exchange Act of 1934. The Company does not carry security
accounts for customers or perform custodial functions relating to customer
securities and, accordingly, is exempt from Rule 15¢3-3. All securities transactions
are cleared through a clearing broker.

Securities sold but not yet purchased, if any, represent obligations of the Company
to deliver the specified security at the contracted price, and thereby create a
liability to repurchase the security in the market at prevailing prices. Accordingly,
these transactions result in off-balance sheet risk, as the Company’s ultimate
obligation, where applicable, to satisfy the sale of securities sold but not yet
purchased may exceed the amount recognized in the statement of financial
condition.

SILVERSTEIN & WEIsSS
CERTIFIED PUBLIC ACCOUNTANTS




EASTLAKE SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS (Continued)
DECEMBER 31, 2001

NET CAPITAL REQUIREMENT

The Company is subject to the Securities and Exchange Commission’s Net Capital Rule
15¢3-1 requiring its net capital, as defined, to be at least the greater of $100,000 or one- °
fifteenth of aggregate indebtedness, as defined. Net capital and aggregate indebtedness
change from day to day, but as of December 31, 2001 the Company had net capital of
$2,022,946 which exceeded requirements of $100,000 by $1,922,946.

CONTINGENCIES

There is no pending or contemplated material litigation in which claim has been made
against the Company which is considered a material loss contingency.

The Company is obligated under a lease for office facilities ending on September 15,
2002. The minimum annual rental costs during the term of the lease is $98,367. The
lease contains the usual escalation clauses for taxes and operating costs.

RELATED PARTY TRANSACTIONS

During a prior fiscal year the Company agreed to buy back 20 shares of common stock of
the Company, which were previously acquired by two shareholders who were officers of
the Company, and 15 shares owned by related parties of the principal shareholder. The
acquisition price was $2,354,867.

EMPLOYEE PROFIT SHARING PLAN

The Company terminated its profit sharing blan during a prior fiscal period. No liability
exists in connection with the terminated plan.

A copy of the Statement of Financial Condition filed pursuant to Rule
17a-5 of the Securities and Exchange Commission is available for
inspection at the Company’s office and the New York Regional Office
of the Commission.

SILVERSTEIN & WEISS
CERTIFIED PUBLIC ACCOUNTANTS




EASTLAKE SECURITIES, INC.

COMPUTATION OF NET CAPITAL PURSUANT
TO UNIFORM NET CAPITAL RULE 15¢3-1
DECEMBER 31, 2001

CREDITS
Stockholder’s equity

DEBITS
Non-allowable assets:
Furniture and equipment $ 31,705
Investments in non-publicly or readily
traded entities 12,190
Accrued receivables and other assets , 57,312
Note receivable 66.071

Total Debits

BROKER-DEALER BLANKET BOND DEDUCTIBLE
Tentative Net Capital

HAIRCUTS ON SECURITIES POSITIONS
Net Capital

MINIMUM NET CAPITAL REQUIREMENT:
(The greater of $100,000 or 6 2/3% of
aggregate indebtedness of $39,870)

Net Capital in excess of requirement
Ratio of aggregate indebtedness to net capital

AGGREGATE INDEBTEDNESS

Accrued expenses and other liabilities - net

$2.220,747

(167,278)

(10.000)
2,043,469

(20.523)
2,022,946

(100.000)
$1.922.946

01971

$§ 39.870

The difference between excess net capital shown in the above computation and the excess net
~ capital of $1,934,580 shown in the computation included in the Company’s corresponding

unaudited Form X-17A-5 Part II filing is primarily due to audit adjustments.

The accompanying notes and Independent Auditors’ Report are an
integral part of this statement.

SILVERSTEIN & WEISS
CERTIFIED PUBLIC ACCOUNTANTS
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INDEPENDENT AUDITORS’ REPORT

To the Directors of
Eastlake Securities, Inc.

We have audited the statement of financial condition of Eastlake Securities, Inc. as of
December 31, 2001, and the related statements of operations, changes in stockholder’s equity, and
cash flows for the year then ended. 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 generally accepted auditing standards. 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 Eastlake Securities, Inc. as of December 31, 2001, and the
results of its operations and its cash flows for the year then ended in conformity with generally
accepted accounting principles applied on a consistent basis.

As discussed in Note 1, the financial statements include investments in non-publicly or
readily traded entities as of December 31, 2001, which have been valued at fair value as
determined by the Board of Directors, in the absence of readily ascertainable market values. We
have reviewed the procedures applied by the Directors in arriving at its estimate of value in such
investments and have inspected underlying documentation, and, in the circumstances, we believe
the procedures are reasonable and the documentation appropriate. However, because of the

" inherent uncertainty of the valuations, the Board of Directors™ estimates of fair value may differ
significantly from the value that would have been used had a ready market existed for the
investments, and the differences may be material.
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Our audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The information contained on page 9 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 of the Securities and Exchange Commission.
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. '

: yo W

SILVERSTEIN & WEISS
Certified Public Accountants

New York, New York
February 4, 2002
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