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LOUIS A. FERRELLI 781-286-8554
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B. ACCOUNTANT IDENTIFICATION
INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

LIBERFARB & SUSSMAN
(Name — if individual, state last, first, middle namej

11 VANDERBILT AVENUE NORWOOD MA 02062
(Address) (City) (State) Zip Code)
CHECK ONE:
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OATH OR AFFIRMATION

I, 1,0UIS A. FERRELLI swear (or affirm) thax to the
best of my lmowledgc and belief the accompanying finandal statement and supporting schedules pertaining to the firm of
L.A. FERREILTI & CO. as of

SEPTEMRER. 30 AX20Q2, are true and correct. I further swear (or affirm) that neither the company

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

AYEN
A

OWNER
sc EPHW DOYLE o T

..'

tus report*® contains (check all applicable boxes):

(a) Facing page.

(b) Statement of Financial Condition.

(¢) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

() Statement of Changes in Stockholders® Equity or Partners' or Solc Proprietor’s Capital.

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

(g) Computauon of Net Capital

(h} Computauon for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relauing to the Possession or contro! Requirements Under Rule 15¢3-3.

() A Reconciliauon, including appropnate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the
Computaton for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconcibation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidaton.

M An Oath or Affirmation.
{m)} A copy of the SIPC Suppiemental Repon.
{n) A repont descnibing any material inadequaci=s found to exust or found to have existed since the date of the previous audit.

1T 1K B L) b B b b

IREREN

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

CERTIFIED PUBLIC ACCOUNTANTS

11 Vanderbilt Avenue, Suite 220, Norwood, MASSACHUSETTS 02062
Tel. (781) 255-8800 Fax (781) 255-9217
E-Mail: LANDSCPAS@AQL.COM

To the Owner of
L. A. Ferrelli & Company
Revere, MA

We have audited the accompanying statement of financial condition of L. A. Ferrelli & Company
(a sole proprietor) as of September 30, 2002 and the related statements of income, changes in
owner’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 owner. 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 L. A. Ferrelli & Company at September 30, 2002, and the results of its
operations and its cash flows for the year then ended in conformity with generally accepted
accounting principles.

«jod, Massachusetts
er 17,2002



L. A. FERRELLI & COMPANY

STATEMENT OF FINANCIAL CONDITION

SEPTEMBER 30, 2002
ASSETS
Cash $ 9,705
Receivable from broker-dealers and clearing organizations 1,191
Other assets 150
$ 11,046
LIABILITIES AND OWNER'S EQUITY

Liabilities:
Accounts payable, accrued expenses and other liabilities $ 44
Owner's Equity 11,002
| - $ 11,046

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




L. A. FERRELLI & COMPANY
STATEMENT OF INCOME

For the Year Ended September 30, 2002

Revenues:

Commissions $
Interest

7,401
131

7,532

Expenses:

Communications and data processing
Other expenses

632
5,416

6,048

Net Income ' $

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

1,484




L. A. FERRELLI & COMPANY
STATEMENT OF CHANGES IN OWNER'S EQUITY

For the Year Ended September 30, 2002

Balance at October 1, 2001 $ 12,678
Net Income 1,484
Withdrawal of Capital (3,160)
Balance at September 30, 2002 $ 11,002

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




L. A. FERRELLI & COMPANY
STATEMENT OF CASH FLOWS
For the Year Ended September 30, 2002
Cash flows from operating activities:
Net income $§ 1,484

Adjustments to reconcile net income
to net cash provided by operating activities:

Depreciation and amortization 896
Decrease in Receivable from brokers-dealers 253
Decrease in Accounts payables (%)
Net cash from operating activities | 2,628

Cash Flows From Financing Activities

Capital withdrawals : | 3,160
Decrease in Cash (532)
Cash at beginning of the year 10,237
Cash at end of the year § 9,705

Supplemental disclosures of cash flow information:

Cash paid during the year for:.
Interest $ 0
Income Taxes $ 0

Disclosure of accounting policy:

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

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




‘Organization and Nature of Business

L. A. FERRELLI & COMPANY
NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30, 2002

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Company is a Massachusetts sole proprietor, and serves as a broker/dealer in securities.
Commission revenue and expenses are recorded on a settlement date basis.

Equipment
Equipment is recorded at cost. Depreciation is computed using the straight-line method over the

estimated useful lives of the assets. Depreciation expense for the fiscal year ending September
30, 2002 was $190.

Start Up Costs
Costs incurred to start the company are capitalized. Amortization expense is computed using the

straight-line method over five years. Amortization expense for the fiscal year ending September
30, 2002 was $706. ‘

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amount of assets and liabilities as of the date of the financial statements, and the reported amounts
of revenues and expenses during the reported period. Actual results could differ from those
estimates.

Income Taxes
The Company is a sole proprietorship and is not subject to federal and state income taxes.

NOTE 2- NET CAPITAL

As a broker-dealer, the Company is subject to the. Securities and Exchange Commission’s
regulations and operating guidelines, which requires the Company to maintain a specified amount
of net capital, as defined, and a ratio of aggregate indebtedness to net capital, as derived, not
exceeding 15 to 1. The Company’s net capital, as computed under Rule 15¢3-1, was $9,695 at
September 30, 2002, which exceeds required net capital of $5,000 by $4,695. The ratio of
aggregated indebtedness to net capital at September 30, 2002 was .45%




L. A. FERRELLI & COMPANY
SUPPLEMENTARY SCHEDULES

SEPTEMBER 30, 2002




LIBERFARB & SUSSMAN

CERTIFIED PUBLIC ACCOUNTANTS

11 Vanderbilt Avenue, Suite 220, Norwood, MASSACHUSETTS 02062
Tel. (781) 255-8800 Fax (781) 255-9217
E-Mail: LANDSCPAS@AOL.COM

Independent Auditor’s Report on
Supplementary Information Required by Rule 17a-5 of the
Securities and Exchange Commission

To the Owner of
L. A. Ferrelli & Company
Revere, MA

We have audited the accompanying financial statements of L. A. Ferrelli & Company as of and
for the year ended September 30, 2002, and have issued our report thereon dated October 17,
2002. Our audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The information contained in Schedules [, and II 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. ‘

orwodd, Massachusetts
Octgbér 17, 2002




SCHEDULE I

L. A. FERRELLI & COMPANY

COMPUTATION OF AGGREGATE INDEBTEDNESS AND NET CAPITAL
PURSUANT TO RULE 15¢3-1

AGGREGATE INDEBTEDNESS:
Accounts payable and accrued expenses $ 44
TOTAL AGGREGATE INDEBTEDNESS $ 44
NET CAPITAL:
Total Owner's Equity - 8§ 11,002

ADJUSTMENTS TO NET CAPITAL:

Other assets (150)
12 B-1 fees (1,157)
- (1,307)

Net Capital, as defined $ 9,695

NET CAPITAL REQUIREMENT _ § 5,000
NET CAPITAL IN EXCESS OF REQUIREMENT § 4,695
RATIO OF AGGREGATE INDEBTEDNESS. TO NET CAPITAL 0.45%

Reconciliation with Company's computation (included
in Part ITA of Form X-17A-5 as of September 30, 2002)

Net capital as reported in Company's Part IIA (unaudited)
FOCUS Report $ 9,695
Increase in net worth -
Increase in non-allowable assets -

Net capital per above § 9,695




SCHEDULE II
L. A. FERRELLI & COMPANY

COMPUTATION FOR DETERMINATION OF
RESERVE REQUIREMENTS FOR BROKER/DEALER UNDER
RULE 15¢3-3 OF THE SECURITIES EXCHANGE ACT OF 1934

SEPTEMBER 30, 2002

L. A. Ferrelli & Company is exempt from the reserve requi'rements of Rule 15¢3-3 as its
transactions are limited, such that they do not handle customer funds or securities, accordingly,
the computation for determination of reserve requirements pursuant to Rule 15¢3-3 and

information relating to the possession or control requirement pursuant to Rule 15¢3-3 are not
applicable.



LIBERFARB & SUSSMAN

CERTIFIED PUBLIC ACCOUNTANTS

11 Vanderbilt Avenue, Suite 220, Norwood, MASSACHUSETTS 02062
Tel. (781) 255-8800 Fax (781) 255-9217
E-Mail: LANDSCPAS@AOL.COM

Independent Auditors’ Report on Internal
Control Required by SEC Rule 17a-5

To The Owner of
L. A. Ferrelli & Company
Revere, MA

In planning and performing our audit of the financial statements and supplemental schedules of
L. A. Ferrelli & Company (the Company), for the year ended September 30, 2002, we considered
its internal control, including control activities for safeguarding securities, in order to determine
our auditing procedures for the purpose of expressing our opinion on the financial statements and
not to provide assurance on internal control.

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 the Company 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 for determining compliance with the exemptive provisions of
rule 15¢3-3. Because the Company does not carry security 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:

1. Making quarterly securities examinations, counts, verifications and comparisons
2. Recordation of differences required by Rule 17a-13

3. Complying with the requirements for prompt payment for securities under Section 8 of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal 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 controls 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 SEC’s above-mentioned objectives. Two of the objectives of internal control 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 17a-5(g) lists additional
objectives of the practices and procedures listed in the preceding paragraph.




Because of inherent limitations in internal control or the practices and procedures referred to
above, errors or fraud may 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 or that the effectiveness of their design and operation may deteriorate.

Our consideration of internal control would not necessarily disclose all matters in internal control
that might be material weaknesses 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 components does not reduce to a relatively low level the risk that
errors or fraud 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 internal control,
including control activities for safeguarding securities, that we consider to be material weakness
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 SEC 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 the
Company’s practices and procedures were adequate at September 30, 2002, to meet the SEC’s
objectives.

This report is intended solely for the information and use of management, the SEC, The National
Association of Securities Dealers, Inc. and other regulatory agencies that rely on Rule 17a-5(g)
under the Securities Exchange Act of 1934 in their regulation of registered brokers and dealers,
and is not intended to be and should not be used by anyone other than these specified parties.

o S
Susstfian

ood, Massachusetts
October 17, 2002




