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OATH OR AFFIRMATION

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

June 30 2002 | ure true and correct. 1 further swear (or 4ffirm) that neither the company
107 dhy partner, propeictor, pmpa! officer or director has any proprietary interest in any socount classified soley as that of
4 customer, except as follows:

Stare oréAgLE@£~

: A 54~

County of _AeA ML A

Subscribed and swarn (or aftirmed) to before PP eES) P A T~
me this 2D day %&ugg 2802 = e

Pubic

| COMM. # 1352406 =
NOTARY PUBLIC - CALIFORNIA 7

This report®* containy (check all spphuble banes): PR iL—W.W My Comem. Exp. Apr. 20, 2006 E
(@) Pacing page. '

(b) Statement of Financial Condition. ‘

(©) Statement of [neome (Loss). ;

(@) Statement of Changes in iRt Cash Hnws

{¢) Statement of Changes i Stockholders’ Equity or Partners’ or Sole Propristor’s Capital.

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

(g) Computation of Net Capital

() Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3.3.

0) Information Relating 1o the Possession or control Requirements Under Rule 15¢3-3.

) A Recouciliation, including sppropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Derermination of the Reserve Requirements Under Exhibit A of Ruke 153-3.

k) A Reconcilietion between the audited and vnaudited Statements of Financia! Condition with respect to methods of con-
solidation.

() An Osth or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) A report describing any material inadequocies found to exist or found to have existed sinos the date of the previous audir.

DOR O OERROINRRE

*sEor conditions of confidentiol treatment of certain portions of this filing, see section 240.]70-5(¢)(3).
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KEVIN G.BREARD, CPA

AN ACCOUNTANCY CORPORATION

Independent Auditor’s R ort

Board of Directors
Alpha Business Control Systems

I have audited the accompanying statement of financial condition of Alpha Business Control Systems
as of June 30, 2002, and the related statements of income, changes in stockholder's 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. .My responsibility is to express an opinion on these financial statements based on my
audit.

I conducted my audit in accordance with auditiig sian jards gerierally accepted in the United States
of America. Those standards require that I plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatements. 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 principlesused and significant estimates
made by management, as well as evaluating the overall financial statement presentation.- I believe
that my audit provides a reasonable basis for my opinion.

In my opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Alpha Business Control Systems as of June 30, 2002, and the results of their
operations and their cash flows for the year then ended in confornnty w1th accountmg Jprinciples
generaﬂy ace epted in the United States of America.’ ca ~

My exammatwn was made for the purpose of forming an opinion on the basic financial statements
taken as.a whole. The information contained on Schedules I-]II -are presented for purposes of
additional analysis and is not required as part of the basic financial statements, but as supplementary
information required by Rule 17a-5 of the Securities and Exchange Commission. Such information
has been subject to the auditing procedures applied in the examination of the basic financial
statements and, in my opinion, is fairly stated in all material respect in relating to the basic financial
statements taken as a whole and in conformity with the rules of the Securities and Exchange

Commission.

Kevin G. Breard
Certified Public Accountant

Northridge, California
August 11, 2002

NORTHRIDGE OFFICE PLAZA
9010 CORBIN AVENUE, SUITE 7
NORTHRIDGE, CALIFORNIA 91324
(818) 886-0940 « FAX (818) 886-1924
BreardCPA@aol.com



Alpha Busioess Control Systems
Statement of Financial Condition
June 30, 2002

Assets

Cash $ 141,735
Accounts receivable . ' o 4,801

Equipment, net of accumulated depreclatlon of $12 251 : s 1,920 i

Ofﬁcerrecewable ~; R T T F R e ;422"

Totalascetsﬂ';w.’ COLRLLI U DGO R L I R 5 &48 878

.Liabﬂities:.“ R :“v.":-::c;f:t-‘, b

. .14‘

Accounts pa}'abie and accrucd expenses " e ,‘ '— $ 38",5,43 [. -

Income taxes payable - natll- sl el e 4,542 -
Total liabilities 43,085

Stockholder's equity <. .U anut st E
Cemmon stock, $100 par value; 500: © 5o .<oci - FE

shares authorized; 60 issued and outstanding - =~ = - - e 6,000
Retained earnings 99,793

Total stockholders equlty ", VT : r‘,;,_." 105,793
RN oL el e e
" Total llablhtles & stockholder s eqmty. ot et g e 148,878

AR R LA .
e o

The accompanying notes are an int2gral part of these financial statements.
-1-



Alpha Business Control Systems
" Statement of Income

~ For the Year Ended June 30,2002 ~

Revenues

Mutual fund income
Other income

Total revenue
Expenses -
Compensation and benefits =~ ‘ .
Communications ~* % -~ < . * om
Occupancy and equipment rental
Taxes, other than income
Other expenses

Total expenses

Income before income tax provision
Income tax provision
Income tax provision

Total income tax provisicn

Net income

$§ 35922
43,625

79,541

32,161
2,404
2,087
2,954

18.850

58516

21,031

4.542

4.542

$ 16489

The accompanying notes are an integral part of these financial statements.
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Alpﬁa Busiﬁess Cont;'ol Systems
Statement of Changes in Stockholder's Equity
For the Year Ended June 30, 2002

Common Retained

Stock Earnings Total
Balance, at June 30, 2001 $ 6000 $ 83304 $ 89,304
Net income - 16,489 16.489
Balance, at Tune 30, 2002 S 6000 $ 99793 $ 105793

The accompanying notes are an integral part of these financial statements.
3-



Alpha Business Control Systr
Statement of Changes in Cash
For the Year Ended June 30

Cash flow from operating activities .
Net income $ 16,489

Adjustments to reconcile net income to uet cash prow
byoperatmgactmties R e R LAV RPHE IR

Deprec1at10n
B ':i".i’-. Lo

(Increase) decrease in:
Accounts receivable

(Decrease) increase ins--' i e L e RETIPIS A S I
Accounts payable N T2 70 11 7 AR I
Income taxes payable (6,058)

Carene,

Total adjustments | 17,804

I LI 100 I
Net cash prowded by operatmg actlvmes LT T ‘ 34 293
Cash flows from investing activities ST SR

Cash ﬂows from ﬁnancmg activities
Loans made to re}ated pany e s (246
Net cash used in financing activities T R 246)

I\et mcrease m cash 34,047

Cash at the begmmng of the year : 107.688

- Cash at ﬁﬁe end of the year L R . 3 141,735
Supplemental disclosure of cash flow information
Cash paid during the period ended June 30,2002 Lo

Income taxes $ 10,942

Interest $ -

‘The accompanying notes are an integral part of these financial statements.
-4-



Alpha Business Control Systems
Notes to Financial Statemexts:
For the Year Ended June 30, 2002

Note i: GENERAL AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
General

Alpha Business Control Systems (the “Company”) was founded in 1984. As a broker/dealer.in
the securities industry the Company sells securities on a “mutual funds only” basis and does.non-
securities related business to a very limited number of customers in Northern California. The
Company is a member of the National Association of Securities Dealers Regulation (NASDR), - .
Securities Investors Protection Corporation (SIPC) and is licensed to sell life and disability
insurance by the State of California. e

RIS .
) f‘.,!,- B
B

The Company earmned 55% of its total revenue from non-securities based other income. Of this
89% was earned from one consulting client. Life insurance, disability insurance and interest -
income comprised the remamder of the other income.

7 B

Summary of Significant Accounting Principles

The presentation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and asstmptions that affect the.reported . .
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenue and expenses during the reporting
period. Actual results could differ from those estimates.

Securities transactions and related commission revenues and expenses are recorded on a
settlement date basis. Generally accepted accounting principles in the United States, requires
transactions to be recorded on a trade date basis, however there is no material difference between
trade date and settlement date for the Company. g o
Accounts receivables are stated at face amount with no allowance for doubtful accounts, An
allowance for doubtful accounts is not considered necessary because probable uncollectible
accounts are immaterial. :

Property and equipment are stated at cost. The Company depreciates its property and equipment
using the straight line method of depreciation over the property and equipment’s useful lives.

Rent expense for the year ended June 30, 2002 was $2,087. Rent is paid on amonth ~t(").‘ month o
basis. , )



Alpha Business Control Systems
Notes to Finantial Svatements
For the Year Ended June 30, 2002
Note 2: EQUIPMENT, NET

Equipment is recorded at cost.

R Useful life
Equipment | . $ 141711 3-7 years
Less: accumulated depreciation (12.251) '
Net SR $ 1920

Depreciation expense for the year ended June 30. 2002 was $1,920.

r ey e .-
U M
] L IS N '

. £t e
¢ AR

Note 3: OFFICER RECEIVABLE

Chy

Officer receivable consist of a payroll tax expense of $360 that the officer needs to reimbursé the
Company and $62 for personal use of a vehicle the Company is leasing. For net capital purpose this
is a non allowable asset.

[

Noted: ACCOUNTS PAYABLE AND ACCRUED EXPENSES

Accounts payable and accrued expenses consists of thg folloWiﬁ-g: o

Accounts payable - R 3 3772
Fayroll taxes payable ' R | 4,847
Salaries and bonuses payable - 27,000
Pension plan payable 2,924

$ 38,543

Note5: OTHER INCOME

Other income is non-securities based from the following sources:

Business consulting $ 41,350
Interest 2,275
$ 43625



Alpha Busiress Control Systems
‘Neotes to Financial Statements
For the Year Ended June 30, 2002

Note 6: INCOME TAXES
For the yar ended June 30, 2002, the Company recorded the following tax provision.

Current Federal Taxes $ 2,615

Current State Taxes - - 1927 . .
Total income tax provision $ 4542
Pz CQut

Note 7: COMMITMENTS AN D CONTINGENCIES

The Company maintains cash balances at financial institutions. Accounts at each institution are
insured by the Federal Deposit Insurance Corporation up to $100,000. At June 30, 2002, the
Company's uninsured cash balances totaled $41,735. .

Y PR R SR TURE R P PRI
PR et + fNe T

Note 8: COMPUTATION OF NET CAPITAL

The Company is subject to the uniform net capital rule (Rule 15¢3-1) of the Securities and ..
Exchange Commission, which 1 requlres ‘both thé maintenance of minimum net c4pital and the
maintenance of a maximum ratio of agzregate indebtedness to net capital. Net capital and
aggregate indebtedness change ddy to day, but on June 30, 2002, the Company's net capital of
$98,650 exceeded the minimum net capital requirement by $93,650; and the Company's ratio of
aggregate indebtedness ($43,085) to net capitai was .44 to 1, which is less than the 15 to 1
maximum ratio required of a Broker/Dealer. '



Alpha Business Control Systems
Schedule I - Computation of Net Capital Requirements
o Pursuant to Rule i5¢3-1
For the Year Ended June 30, 2002

Computation of net capital

Stockholder's equity - S :
Common stock $ 6,000
Retained earnings 99,793

Total stockholder's equity $ 105,793
Less:

Non allowable assets:

Accounts receivable greater than 30 days {(4,801)

Equipment, net (1,920)

Other assets (422)

Net adjustments to capital (7.143)

Net Capital 98,650

Computation of net capital requirements

Minimum net capital requirements

6 2/3 percent of net aggregate indebtedness § 2872
Minimum dollar net capital required $ 5,000

Net capital required (greater of above) 5,000

Excess net capital $ 93650
Percentage of aggregate indebtedness to net capital 0.44:1

There was no material difference in net capital computation shown here and the net capital
computation shown on the Company's unaudited Form X-17A-5 report dated June 30, 2002.

See independent auditor's report.
. P -8; L



- Alpha Business Control Systems
Schedule II - Computation for Determination of Reserve
Requirements Pursuant to Rule 15¢3-3
For the year ended June 30, 2002

A computation of reserve requirement is not applicable to Alpha Business Control Systems as the
Company qualifies for exemption under Rule 15¢3-3 (k) (2).

See independent auditor's report.
9.



Alpha Business Control Systems

Schedule III - Information Relating to Possession or Control
Requirements Under Rule 15¢3-3
For the year ended June 30, 2002

Information relating to possession or control requirements is not applicable to Alpha Business
Control Systems as the Company qualifies for exemption under Rule 15¢3-3 (k) (2).

See independent auditor's report.
-10-



Alpha Business Control Systems
Supplementary Accountant's Report
on Internal Accounting Control
Report Pursuant to 17a-5

For the Year Ended June 30, 2002



REVIN G.BREARD, CPA
AN ACCOUNTANCY CORPORATION

Board of Directors
Alpha Busmess Control Systems

In planning and perfonmng my audit of the nnanmal statements of Alpha Busmess Control -
Systems for the year ended June 30, 2002, I considered its internal control structure, for the -
purpose for safeguarding securities, in order to determine my auditing procedures for the purpose_
of expressing my op1mon on the ﬁnanmal statements and not to provide assurance on the mternal
control structure S

Also as requxred by rule 17a-5(g)(1) of the Secuntzes and Exchange Commissior (SEL) I have
made a study of the practlces and procedures fo L.A Jen by Alpha BusmeSs Control Systems '
including tests of stich { pra tices and proceaure et 'tonsidered relevai to obj ectives stated in
rule 17a-5(g), in makmg the penodlc computatw aF Ztggregu’te indebtédriess {or aggregale
debxts) and net capitai under rule 1 /a—3(a)(1 1) ALy fﬁetem_mmg ,muph.mce withthe
exemptive provisions of rule 15¢3-3. Because’ thd' Cnfnpany aoes not'caity security accounts for
customers or perform custodial functions relatmg te customer securities, I did not rev1ew the
practlces and procedures foilowed by the (,ompaﬁv m any or the f0uowmg R N

S N
N

1 'Makmg the quarterly secuntles exammahons counts Verlﬁcatlons and SRR
'eompansons - 4 e e e

PR T ! [ IR TR . B T
j P N TS L PR I S SR VIR P IR NP
: .

2. Recordation of differences required by Rule’ 174213

3. Complying with the requirements for prompt payment for securities under Sectlon
- 8 of Federal Reserve Regulatlon T of the Board of Governors of the Fede*al
‘Reserve System -

The management of the Company is responsible for establishing and maintaining internal control
structure and the practice 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 proceeding paragraph and to assess whether those practices and
procedures can be expected to achieve the SEC'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 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 preparation of financial statements in conformity with generally accepted accounting
principles. Rule 17-5(g) lists additional objectives of the practices and procedures listed in the
preceding paragraph.

NORTHRIDGE OFFICE PLAZA
9010 CORBIN AVENUE, SUITE 7
NORTHRIDGE, CALIFORNIA 91324
(818) 886-0940 « FAX (818) 886-1924
BreardCPA®@aol.com



Because of inherit limitations in any internal control structure or the practices and procedures
referred to above, errors or irregularities may occur and not be detected. Also, projection of any
evaluation of them to future periods is subject to the rjsk they may become inadequate because of
changes in.conditions or that the effectiveness of thexr design and operation may deteriorate.

My r‘o'lsrderatlon of the internal control structure would not necessarily disclose all matters in the
internal control that might be material weakness under standards established by the American
Institute of Certified Public Accountants. A material weakness is a condition in which design or
operation.of the specific internal control strugtyre ¢ elements does not reduce to a relatively low

'w\."f

level the risk that errors or. 1rregu1ar1t1es in;amounts tt that would be material i in relatlon fo'the ,‘
ﬁnanmal statements bemg audited may . occurf not be detected w1thm a tlmely penod by -
employees in the normal ccurse ogpserfonmqg %1; asslgned functrons H0wever I noted no o
matters mvolvmg the mtemag ;pntrp guc % eludmg procedures for safeguardmg secuntles l',*
that [ consrdered to. be matenal weakness 35 med above . et . '

I understand that practlces andiprocedures that a jfomphsh the obJectrves referred to 1n the Y
in accordance with the Securities Exchange Act of 1934 and related regulations, and that
practices and procedures that do not accomphsh such objectives in all matenal respects indicate
material inadequacy for such purposes. Based on this understanding on my study, I believe that
the Company's practices and procedures were adequate at June 30, 2002 to meet the SEC''s
Ob_]eCthCS

ThlS report is mtended solely for the use of management the Securities and Exchange
Commission, 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.

R

Kevin G. Breard | ‘ .
Certified Public Accountant _

Northridge, California
August 11, 2002
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