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A BERGE & COMPANY LTD A 20 West Ninth Street

) CERTIFIED PUBLIC ACCOUNTANTS Cincinnati, Ohio 45202
(513) 651-3827

Report of Independent Auditors

The Shareholder
Securities Trading, Inc.

We have audited the accompanying statement of financial condition of Securities Trading, Inc.
as of September 30, 2002. This financial statement is the responsibility of the Company's
management. Our responsibility is to express an opinion on this financial statement 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 statement referred to above presents fairly, in all material respects,
the financial position of Securities Trading, Inc. at September 30, 2002 in conformity with
accounting principles generally accepted in the United States of America.

Cincinnati, Ohio
November 12, 2002



SECURITIES TRADING, INC.
Statement of Financial Condition
September 30, 2002
Assets
Cash and cash equivalents $ 27,705
Marketable securities 44,100
Receivable from clearing broker 7,742
Refundable federal income tax 8,400
Net deferred tax assets 2,400
Furniture and equipment, at cost less accumulated
depreciation of $52,642 7,150
$97,497
Liabilities & Shareholder’s Equity
Liabilities:
Accounts payable and accrued liabilities $ 1,000
Deferred revenue 3,483
Total liabilities 4,483
Shareholder’s equity:
Common stock, no par value, 750 shares
authorized, 100 issued and outstanding 100
Additional paid in capital 55,992
Retained earnings 36,922
Total shareholder’s equity 93.014
$.97.497

See accompanying notes



SECURITIES TRADING, INC.
Notes to Financial Statements
September 30, 2002

Summary of significant accounting policies and nature of business

Nature of business - Securities Trading, Inc. (the Company) is registered as a broker-
dealer under the examining authority of the National Association of Security Dealers. The
Company, on a fully disclosed basis, clears customer transactions through an unaffiliated
broker-dealer who also maintains the customer accounts.

Concentrations of credit risk - The Company has a retail and institutional customer base
located generally in Ohio, Indiana and Kentucky. Under the correspondent agreement with
its clearing broker, the Company has agreed to indemnify the clearing broker from
damages or losses resulting from customer transactions. The Company is therefore
exposed to off-balance sheet risk of loss in the event customers are unable to fulfill
contractual obligations.

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 amounts reported in the financial statements
and accompanying notes. Management believes that the estimates utilized in preparing its
financial statements are reasonable and prudent. Actual results could differ from these
estimates.

Cash equivalents - For purposes of the statement of cash flows, the Company considers all
highly liquid instruments purchased with a maturity of three months or less to be cash
equivalents.

Marketable securities - Marketable securities are stated at market value. The resulting
difference between cost and market is included in income (loss). The first-in first-out
method is used to determine realized gains or losses.

Depreciation - Furniture and equipment are depreciated on an accelerated basis over the
estimated life of the related assets.

Revenue recognition - The Company records revenues and expenses (commissions and
brokerage expenses) directly related to security transactions on a settlement date basis,
which approximates trade date basis. Certain commissions received are deferred and
recognized as revenue when expenses under "soft dollar” credit agreements are incurred or
such agreements expire.




SECURITIES TRADING, INC.
Notes to Financial Statements
September 30, 2002

Summary of significant accounting policies and nature of business (continued)

Income taxes - Income taxes are provided for the tax effects of transactions reported in the
financial statements and consist of taxes currently due plus deferred taxes related to
differences between financial reporting and income tax reporting. Such differences
principally relate to the carrying costs of marketable securitiecs. The deferred tax assets
and liabilities represent the future tax return consequences of those differences, which will
either be taxable or deductible when the assets and liabilities are recovered or settled.

Advertising expense - The Company expenses advertising costs when incurred.
Related party transactions

The Company rents office space under an operating lease agreement with its sole
shareholder. Future lease commitments are on a month to month basis.

Net capital requirements

The Company is subject to the uniform net capital rule of the Securities and Exchange
Commission (Rule 15¢3-1), which requires the maintenance of minimum net capital and
that the ratio of aggregate indebtedness to net capital not exceed 15 to 1 (as those terms are
defined by the Rule). In addition, equity capital may not be withdrawn if the resulting net
capital rates would exceed 10 to 1. At September 30, 2002, the Company had net capital of
$68,085 which was $18,085 greater than its required net capital of $50,000. The
Company's net capital ratio was 0.07 to 1.

Income taxes

Net deferred tax assets of $2,400 in the accompanying statement of financial condition
result from unrealized losses on marketable securities at September 30, 2002.
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