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OATH OR AFFIRMATION
1, Gerard McCallion - : | , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supportmg schedules pertaining to the firm of
S.B. Cantor & Co., Inc.

, as
of _August 31, 1,20 02 are true and correct. I further swear (or affirm) that
neither the company nor any partner, propnetor principal officer or director-has any propnetary interest in any account

© classified solely as that of a customer, except as follows: :

M/ }w%

Signature

President

AMTHONY PALOVGHIK . Title
Notary Public, State of New York
No. 01PAS031390
i Qualified in Cranige County
Public Commission Expiras :w E

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 Partners’ or Sole Proprietors’ 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.

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

(i) A Reconciliation, inciuding 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.

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

(1) 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.

BOBE D BEORNEBRORED

' Y*For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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DEMETRIUS & COMPANY L Lf‘-’C )

CERTIFIED PUBLIC ACCOUNTANTS

. ‘INDEPENDENT AUDITO ; A-S’AREPORT |

To the Stoddtolderofs B Centor&Co Inc |

We have aud;ted the accompanymg statement of ﬁnanc:al condmon of S B Cantor &:;-__‘_ e
LT, G0, Ink. as of August 31;.2002 and the: related: statements ‘of - operatrons changes in - P
S stockhotder‘s equity. (deﬂc|t) .changes in subordinated borrowings and cash flows forthe:* ..~
7wt year then ended that you are filing pursuant to'rule; 17a-5 under the Securities Exchange

At of 1934, . These firtancial statements: are’. the. responsubthty of the. Company’ 8.
management Otir’ responsublhty IS to express ,an optnlon on these ﬁnanc:al statements‘-

*":».{;-ifbased ori our, audlt L el ST o B

e We conducted our audit‘m acoordance W|th audnting standards generally accepted rn the P
S V'-A..Unlted ‘States of Ametica. Those standards' require that we'plan and perform the audit to e
“ %" pbtain reasoriable assurance about whether the financial statements are free of material -

| misstatement. An audit-includes examining, on a test basis, évidefice supporting the ..

. ...amourits and. disclosures in the financial statements. “An audit also’intludes assessing. .-

" the accounting principles. used:and. mgnrfcant estimates made by management, aswell oo
75 gs ‘evaluating.the ovérall financial: statement presentatton We beheve that our audtt S
RS '-provndes -a, reasonable basns for our oplmon L T

o :;,ff:-,"-"?-_'-ln our oplmon the f' nanmat statements referred to above present fatrty, in alf matenalf"
-7 . respects, the financial position of S: B. Cantor& Co., Inc. at August 31, 2002, and, the;-}.,
..~ résults of its operations and its cash: ﬂows for-the year then. ended. in conformlty wuth-: L

R ;accountmg pnncnples generally accepted |n the Umted States ofAmerm S D il

e

,_I-Our audtt was conducted for the purpose of forrmng an opmton on the bas:c ﬁnanctal'.fjj SR

.:,fstatements taken ‘ds.a whole.: The- lnformatlon contalned if Schedulés: | and:Il"is .

‘-:,._presented for. purposes of :additional analysus and.is not a. requtred part -of ‘the- basic

. financial statements; but is supplementary. information requlred by rile 17a-5 under the .

i Secuntres Exchange Act of 1934 Such information has been subjected to. the: audttmg

PR .procedures epphed in-the audit- of the basic fi nancial statements and; in aur: opinion;is i
Ul fagly stated |n all matena! respects |n relatton tot he basnc f' nanclal statements taken as a* e T

» whole::" e ST R .

Demetnus&Companyt L Coaadi e
S, __November 20_,”2002

B 'Wayne lnterchange Plaza H 155 Route 46'Wesr, l-Wayne NewJersey O7470-683I
- Telephone 973<8I 2 0!00 L] Fax 973-8!2-0750 w wwwdetnet:rius Ilc com

MEPtBER FIRM OF THE PCPS AND SECPS OF THE AICPA _
B MEMBER oF DCO ]NTERNATIONAL L LC -
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S. B. CANTOR & CO., INC.

STATEMENT OF FINANCIAL CONDITION

AUGUST 31, 2002
ASSETS
Cash $ 87,403
Marketable securities 1,051,033
Receivable from clearing organizations 993,734
Deposits with clearing organizations 110,003
Furniture and equipment, at cost, less accumulated
depreciation of $45,550 1,336
Other assets 5,547
S 2249056
LIABILITIES AND STOCKHOLDER'S DEFICIT
Liabilities:
Securities sold, not yet purchased, at market value $ 620,040
Accrued expenses 30,714
650,754
Subordinated borrowings 1,653,474
2,304,228
Stockhalder's deficit:
Common stock, $.01 par value, authorized 1,000,000
shares, outstanding 100 shares 1
Additional paid-in-capital 334,777
Retained deficit (389,950)
Total Stockholder's Deficit (55,172)
$ 2,249,056

The accompanying notes are an integral part of the financial statements. -2-
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S. B. CANTOR & CO., INC.
STATEMENT OF OPERATIONS

FOR THE YEAR ENDED AUGUST 31, 2002

Revenues:
Commissions 3 6,000
Loss on firm trading account (47,784)
Interest and dividends 22,667
Other income 25,330
6,213
Expense:
Employee compensation and benefits 261,251
Exchange and clearance fees 165,445
Communications and data processing 39,438
Interest 57,375
Qccupancy 41,580
Other expenses 293,781
%
858,870
Loss Before Income Tax (852,657)
Provision For income Taxes 240,364
Net Loss ‘ $(1,083,021)
——

The accompanying notes are an integral part of the financial statements. -3-
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S. B. CANTOR & CO,, INC.
STATEMENT OF CHANGES IN STOCKHOLDER'S EQUITY (DEFICIT)

FOR THE YEAR ENDED AUGUST 31, 2002

Additional Retained
Common Paid-In Earnings
Stock Capital (Deficit) Total
Balance September 1, 2001 $ 1 $ 89,999 $ 703,071 $ 793,071
Net Loss - . (1,003,021) (1,083,021
Additions During Period - 244778 - 244,778
Balance August 31, 2002 $ 1 $ 334,777 $ (389,950) $ (55,172)
E———— 3 3 ———

The accompanying notes are an integral part of the financial statements. ~4-




11/27/2882 15:36 9738128750 DEVETRIUS GO e

S. B. CANTOR & CO., INC.
STATEMENT OF CHANGES IN SUBORDINATED BORROWINGS

FOR THE YEAR ENDED AUGUST 31, 2002

Balance September 1, 2001 $ 408,022
Issuance of New Subordinated Notes 1,200,000
Accrued Interest 45,452
Balance August 31, 2002 $ 1,653,474

The accompanying notes are an integral part of the statements. -5-




11/27/2082 15:36

3738128750

8. B. CANTOR & CO., INC.

STATEMENT OF CASH FLOWS

DEMETRIUS €O

FOR THE YEAR ENDED AUGUST 31, 2002

Cash flows from operating activities:
Net loss
Adjustment to reconcile net income to net cash
used in operating activitles:
Depreciation
Loss on disposal of asset
Deferred taxes
(Increase) decrease in operating assets:
Cash segregated under federal regulations
Securities owned
Receivable from clearing organizations
Deposits with ciearing organizations
Receivable from customers
Other
Increase (decrease) in operating liabilities:
Securities sold not yet purchased
Accrued expenses and other liabliities
Total adjustments

Net cash used by operating activities

Cash flows from investing activities
Purchase of fumniture

Net cash used by investing activities
Cash flows from financing activities:

Proceeds from issuance of subordinated notes
Proceeds from infusion of paid-in-capital

Net cash provided by financing activities

Decrease in cash
Cash at beginning of year

Cash at end of year

Supplemental cash flows disclosures:
Income tax payments
Interest expense

The accompanying notes are an integral part of the statements.

$(1,003,021)

2,37
2,402
302,500
101,448
(887,773)
(821,284)
35,821
27,407
200,580
377,685
47,704

T (811,019)

(1,704,040)
(1,304)

I (1,304)
1,200,000
244,778

1,444,778

(280,586)

347,969

$ 87,403

]

$ 12,525

$ 11923

PAGE 12
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S. B. CANTOR & CO,, INC.
NOTES TO FINANCIAL STATEMENTS
AUGUST 31, 2002

Note A - Organization and Nature of Business

S. B. Cantor & Co., Inc. (the Company) is a broker-dealer registered with the Securities
and Exchange Commission (SEC) and is a member of the National Association of
Securities Dealers (NASD). The company is incorporated in the state of New York and
maintains an office in New York City. During September 2002, the company moved its
primary operation to Edgewater, New Jersey.

The Company is engaged in a single lined business as a securities broker-dealer that
services principal and agency transactions.

Note B - Significant Accounting Policies
Securities Transactions

Proprietary securities transactions in regular-way trades are recorded on the trade date.
Profit and loss arising from all securities transactions entered into for the account and
risk of the company are recorded on a settlement date basis. Customers’ securities
transactions are reported on settlement basis with related commission income and
expenses reported on a trade date basis.

Marketable securities are vaiued at market value and securities not readily marketable
are valued at fair value as determined by management.

Use of Estimates

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America, requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of 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.

Commissions

Commissions and related clearing expenses are recorded on a trade date basis as
securities transactions occur.




11/27/2082 15:36 8738128750 DEMETRIUS CO

S. B. CANTOR & CO., INC.
NOTES TO FINANCIAL STATEMENTS
AUGUST 31, 2002

Note B - Significant Accounting Policies (continued)
Income Taxes

Income taxes are calculated and recognized as of the date of financial statgments,
utilizing currently enacted tax laws and rates. Deferred tax benefits are recognized on
net operating loss carryforwards expected to be utilized.

Statement of Cash Flows

For purposes of the Statement of Cash Flows, the Company has defined cash
equivalents as highly liquid investments, with original maturities of less then ninety days,
that are not held for sale in the ordinary course of business.

Depreciation

Depreciation is provided on a straight-line basis for financial reporting purposes and the
modified accelergted cost recovery system for federal income tax purposes.

Note C - Securities Sold, Not Yet Purchased

Marketable securities sold, not yet purchased, consist of trading and investment
securities at market values. Securities not readily marketable include investment
securities (a) for which there is no market on a securities exchange or no independent
publicly quoted market, (b) that cannot be publicly offered or sold unless registration has
been effected under the Securities Act of 1933, or (c) that cannot be offered or sold
because of other arrangements, restrictions or conditions applicable to the securities or
to the Company.

Note D — Subordinated Borrowings

The subordinated borrowings are available in computing net capital under the SEC's
uniform net capital rule. To the extent that such borrowings are required for the
Company's continued compliance with minimum net capital requirement, they may not
be repaid.
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S. B. CANTOR & CO,, INC.
NOTES TO FINANCIAL STATEMENTS
AUGUST 31, 2002

Note E - Financial Instruments

Accounting Policies

Derivative financial instruments used for trading purposes, including economic hedges
of trading instruments, are carried at market value or, if market prices are not readily
available, fair value. Market values for exchange-traded derivatives, principally futures
and certain options, are based on quoted market prices. Fair values for over-the-
counter derivative financial instruments, principally forwards, options and swaps, are
based on pricing models intended to approximate the amounts that would be received
from or paid to a third party in settlement of the contracts. Factors taken into
consideration include credit spreads, market liquidity, concentrations and funding and
administrative costs incurred over the life of the instruments. :

Derivatives used for economic hedging purposes include swaps, forwards, futures and
purchased options. Unrealized gains or losses on these derivative contracts are
recognized currently in the statement of income as trading revenues. The Company
does not apply hedge accounting as defined in FASB Statement No. 133, Accounting
for Derivative Instruments and Hedging Activities, as all financial instruments are
marked to market with changes in fair values reflected in earnings. Therefore, the
disclosures required in paragraphs 44 and 45 of the Statement are generally not
applicable with respect to these financial statements.

Fair values of forwards, swaps, and options contracts are recorded in securities owned
or securities sold, not yet purchased, as appropriate. Open equity in futures
transactions are recorded as receivable from and payable to broker-dealers and
clearing organizations or customers, as applicable.

Premiums and unrealized gains and losses for written and purchased option contracts,
as well as unrealized gains and losses on interest rate swaps, are recognized gross in
the consolidated statement of financial condition. The unrealized gains for delayed-
delivery, to-be-announced (TBA), and when issued securities generally are recorded in
the consolidated statement of financial condition net of unrealized losses by
counterparty.
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S. B. CANTOR & CO., INC.
NOTES TO FINANCIAL STATEMENTS
AUGUST 31, 2002

Note F — Acquisition of the Company

.On August 20, 2001, the Company entered into an agreement with Tecumseh Holding
Corporation (a New Jersey corporation) whereby the 100% Shareholder of the company
will sell and assign to Tecumseh Holding Corporation 100% of the issued and
outstanding capital stock of the company subject to approval of the National Association
of Securities Dealers, Inc. In anticipation of NASD approval, Tecumseh Hoiding
Corporation has infused $244,778 of capital into the company as of August 31, 2002,
provided $1,200,000 in subordinated loans and has paid the current 100% shareholder
$197,940 representing a refundable prepayment for his remaining equity position in the
Company.

Note G - Fumiture and Equipment
Fumniture and equipment are stated at cost. Depreciation is provided on a straight-line
basis using estimated usefui lives of five to seven years. Expenditures for maintenance

and repair are charged against operations in the period incurred.

Furniture $ 29 292
Equipment 17,594

$ 46,886
Less accumulated depreciation 45,550

$ 1336

-10 -
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S. B. CANTOR & CO,, INC.
NOTES TO FINANCIAL STATEMENTS
AUGUST 31, 2002

Note H - Commitments and Contingent Liabilities

The company leases space and equipment under non-cancellable lease agreements
expiring through 2003. Minimum future rental commitments as of August 31, 2002 are
as follows:

Year Amount
2003 $ 27,806
2004 22,908
2005 21,275
2006 21,275
2007 21,275
$114.539

Rent expenses charged to operations on such feases were approximately $49,177 for
the twelve months ended August 31, 2002.

Note | - Concentrations of Credit Risk

The Company is engaged in various trading and brokerage activities in which
counterparties primarily include broker-dealers, banks and other financial institutions. In
the event counterparties do not fuffill their obligations, the Company may be exposed to
risk. The risk of default depends on the creditworthiness of the counterparty or issuer of

the instrument. It is the Company’s policy to review, as necessary, the credit standing
of each counterparty.

Note J - Net Capital Requirements

The company is subject to the Securities and Exchange Commission Uniform Net
Capital Rule (SEC rule 15¢3-1). This rule prohibits a firm from engaging in securities
transactions at a time when its “aggregate indebtedness’ exceeds 15 times its “net
capital’, as those terms are defined by the rule, and when a firm’s net capital falls below
a required “minimum net capital’, which limit is set within the rule. As of August 31,
2002, the Company’s aggregate indebtedness and net capital were $30,714 and
$1,074,718 respectively, giving the firm an aggregate indebtedness to net capital ratio
of .3 to 1 with a minimum net capital requirement of $100,000.

-11 -
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S. B. CANTOR & CO., INC.
NOTES TO FINANCIAL STATEMENTS
AUGUST 31, 2002

Note K - Income Taxes

The current and deferred portions of the income tax included in the Statemgnt of
Operations as determined in accordance with FASB Statement No. 108, “Accounting for
Income Taxes”, are as follows:

Current Deferred Total
Federal $ (65,250) $ 181,500 $116,250
State and local 3114 121,000 124,114

62,136 302,500 240,364

The Company had a deferred tax asset of $307,300 at August 31, 2002 resuiting from
federal and state net operating loss carryforwards. The asset has been reduced by a
$307,300 valuatign allowance.

Note L - Transgction with Related Parties

The sole stockholder of the company has a 1/3 direct interest of class B shares of
Tecumseh Holding Corporation (see Note C) and a direct interest of 40% in Micheryl
Corporation. The company provides brokerage services as both principal and agent for
Micheryl Corporation’s security investments. The company also provides brokerage
services as both a principal and an agent for the sole stockholder's security
investments. The sole stockholder provided a $400,000 subordinated loan to the
company. Tecumseh Holding Corporation provided two subordinated loans totaling
$1,200,000. In September 2002, the Company relocated its primary operations to
Tecumseh Holding Corporations facilities in Edgewater, New Jersey.

-12.
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SCHEDULE |

S. B. CANTOR & CO,, INC.

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

AUGUST 31, 2002
Total ownership deficit $ (55,172)
Add:
Allowable subordinated liabilities __ 1853474
Total capitai and allowable subordinated liabilities 1,598,302
Deduct:
Total non-allowable assets (6,885)
Net capital before haircuts on securitles positions 1,591,417
Haircuts on securities:
Stock (50,386)
Options (4686,313)
Net capital $ 1074718
o —
Totdl aggregate indebtedness ~ $ 30,714
Minimum net capital required (6 2/3% of A.l.) $ 2,048
Minimum dollar net capital requirement $ 100,000
- — ]
Net capital requirement 3 100,000
. L — ]
Excess net capital $ 874718
[ — ]
Excess net capital at 1000% $ 1,071,847
b — ]
Percentage of aggregate indebtedness to net capital 3%
—
Reconcillation with Company's computation (included in
Part |l of Form X-17A-5 as of August 31, 2002)
Net capftal, as reported in Company's Part || (unaudited)
FOCUS report $ 943,264
Allowable assets erroneously reported as
nonallowable:
Deposits 110,003
Disposal of fumiture and fixtures 21,451
Net capital per above $ 1,074,718
— ]

-13-
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SCHEDULE
S. B. CANTOR & CO., INC.

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
UNDER RULE 15C3-3 OF THE SECURITIES AND EXCHANGE COMMISSION

AUGUST 31, 2002

The Company operates under the (k) (2) (ii) exemptive provision to SEC Rule 15¢3-3
and appeared to operate within the guidelines of said exemption.

-14 -
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T CRRTIFEDRUBLICACCOUNTANTS = 1.

i planning and pedforming our audt of the' finencial statemsnts and supplementat
- schedules of S. B Cantor & Co., Inc. (the Companyj, for the year ended August 31, - .7 "0

2002, we- considered its'intemnal ‘control, including, control. activities for safeguarding .’

securities, in order fo. determine our atiditing procedures for the purpose: of expressing
. ur opinion o the financial statemants and not to provide assurance on infemal control.

 so, g requiréd by rule 17a-5(g)1) of the Securities and Exchangs Commission
(SEC);" we. have ‘made & study of the practices .and ‘procedures followed. by the .~ -

Company including tests of siich practices and-procedures that we considered relevant. -
- “"to the: objectives stated in rle 17a-5(g) i making the periodic computations of ..
" aggregate indebtadness (or agaregate debits) and net capital under rule 17a3(a)(11). -

' “and for determining compliance with the: exemptive-provisions of rule 15¢3-3.- Becaus
“the Company does’not carry. securities accaunts for customers or perfomn custodial
- “functions ‘Telating t6 .customer ' securities, we - did ‘not- review the- practices - and
procedres followed by the Company in any of the following:. . - .

£ Méking quarterly sectrities examiatiors; couns, verifications, and-

- comparisons. il

2 Recordaton of diferencos requied by e 17a-13

. Complying Wi the requirement for prompt payrment for securesunder -
.+ "‘Section & of Federal Reserve Regulation T.of the Board of Govemorsof ~

o }“t;}j_x‘;e,;—Fgg‘efﬁal;-R‘efserye System .7

The' management of the Companyis: responsible- for_establishing -and-maintaining .
internal -control -and’ the practices and procedures  referred ‘to :int - the . precedi ing
" paragraph. 1 fulfiling this responsibility, estimates and judgments by management ars ..
“. réquired o ‘assess: the  expected benefits and retated  costs of- controls: and of the .
- practices and procedures referred ta in the preceding paragraph and to assess whether.

_ " those practices ‘and’procedures ‘can be’ expected to: achiéve ‘the- SEC's. above- -
“mentioned objectives. . Two of the objectives of intemal control.and.the practices and -
‘procedures ‘are to provide management with reasonable. but ot ‘absolute: assurarice -

that assets for which the Company. has responisibility: are safeguarded-against loss from

‘uhauthiorized Use or disposition-and that transactions are executed in accordance with

- management's authorization'and recorded proparly to permit the preparation of financia

statements in conformity with generally accepted accaunting principles. .

‘Wayi Interchange Plasa 1" ¥ 155 Routs 46 West. Wayme, New jersey 07470:483
", Telephone: S73:812:0100 = Fax: 973-812-0750"  “wnicdemetrius iccom

" MEMBER FRM OF THE PCPS AND SECPS OF THE ATCPA'
T MevBtn OF DCO. INTERNATIONALLLC. -
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