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OATH OR AFFIRMATION

I, Jon W. Erdner , swear {or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supportmg schedules pertaining to the firm of
Atlas Brokerage Company, L.P. . as

of November 30, ‘ ,20 02 | 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 solely as that of a customer, except as follows:

Notary Public”

This report ** contains (check all apphcable boxes): _ o

(a) Facing Page. o

(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 Credxtors

{g) Computation of Net Capital.

() Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

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

(j) A Reconciliation, including 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 andited and unaudited Statements of Financial Condition with respect to methods of
consclidation.

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.
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**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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INDEPENDENT AUDITOR’S REPORT

To the Partners of
Atlas Brokerage Company, L.P.

We have audited the accompanying statement of financial condition of Atlas Brokerage
Company, L.P. (“The Company”) as of November 30, 2002, and the related statements of income,
changes in partners’ capital 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. Our responsibility is to express an opinion on these
financial statements 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 staterment
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 Atlas Brokerage Company, L.P. at November 30, 2002, and the results of
their operations and their cash flows for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

QOur audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in the accompanying supplementary schedules 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 under the Securities
Exchange Act of 1934. 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.

STELMACK DOBRANSKY & EANNACE, LLC

December 23, 2002



ATLAS BROKERAGE COMPANY, L.P.

STATEMENT OF FINANCIAL CONDITION
NOVEMBER 30, 2002

ASSETS

ASSETS
107 7-) o L PP
Accounts receivable
(07070 0513 11 Loy s 1= J PRI
TrailsS ooveiiie s e et et
AfIHALE (NOLE ) oririnit i e e e e ettt ettt e et et e ee i aaas
(0]9¢ =5 S
Marketable securities, at market vallle .. ...
Office furniture and equipment, at cost, less
accumulated depreciation of $103,770 ........ccooiiiiiiiiiiiiiiiii e
Organization costs, net of accumulated amortization of $6,335 ............ccoeevviinnnnnn.
(13 ¢ U3 = T 1T 4= T OO PSPPSR

O T AL AS S E T S i e e et ettt a et et ea e

LIABILITIES
Accounts payable
1 = Ve (= PP
Affiliate (INOLE O) . oeiniiiniit i e
P2 XelerqOX=Ts B elo) 1ok 8 00 1T T ) o LS
Other Habilities oo e e e e e e

X e ) =R A T E= o 1 B (P
PARTINE RS CA P T AL ...t e e et e e e et e e e eanaans

TOTAL LIABILITIES AND PARTNERS’ CAPITAL ..........occiiiiiii i,

See Independent Auditor’s Report and
Notes to the Financial Statements

$ 322,780

466,584
34,000
10,600

120,019

3,300

228,015

2,704
47.333

$1,235,335

739
453,853
109,682
573,613

661,722

$1,235,335




ATLAS BROKERAGE COMPANY, L.P.

STATEMENT OF INCOME
FOR THE YEAR ENDED NOVEMBER 30, 2002

REVENUE
AQVISOTY fEE IICOITIE ...iiiiiiin e eiiiiee ettt e et e ettt e e et e e e et aeee et e e eaetnaeeeas $ 480,601
BONA mMarKUpD cooviiii i e 91,372
Insurance product INCOME ....... oottt e e, 818,997
Mutual fund COmMMISSIONS ...viviiiii it e e e e, 880,745
BroKeTage SEIVICES .......coiiitiiiiiiiiiii e et e et e e e 865,832
B0z 01 R oTohs o oo B IS0 (o) o U T O 594,991
Variable annuity COMIMISSIONIS ...uuiuinitieen ittt e tre et e e e ae e et e e e e ens 3,162,602
Strategic PArtner INCOTITIE ...ttt et e e s et e e s e e aeteeneereteeaaaas 117,060
Other representative INCOIME . ...oci ittt e e e e e e 208,617
|5 9] 1 (=1 OIS 11,039
L1571 ol B Tolo ) o L= TN PSP 12,526
TOtAl TEVETIUE ...eiiiinin i b e et e 7,244,382
EXPENSES
1070300308 £-T3 o] o 1 T U PPN 5,970,836
Administrative (PAZe 14) ..o e e 1,565,303
TOtAl BXPEIISES ..vuiuit ittt ettt e e 7,536,139
NET INCOME (LOSS) ..ottt ettt et et e r et et te ettt e e e et e e e s eanenanans $ (291,757)
STATEMENT OF CHANGES IN PARTNERS’ CAPITAL
FOR THE YEAR ENDED NOVEMBER 30, 2002
BEGINNING PARTNERS’ CAPITAL - December 1, 2001.........ccvvvviiiiiiiiiiiiiiienie e, $ 603,479
Net income (10SS) for the YEar .....c.oveiiiiiiiii e (291,757)
Capital contributed ...........ccoiiiiii 350,000
Capital WithdraWIl ... e 0
ENDING PARTNERS’ CAPITAL — November 30, 2002 .........cooiiiiiiiiiiniiiiie e eeneaan $ 661,722

See Independent Auditor’s Report and
Notes to the Financial Statements




ATLAS BROKERAGE COMPANY, L.P.

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED NOVEMBER 30, 2002

CASH FLOWS FROM OPERATING ACTIVITIES

NEt INCOME {LOSS) ..vvvviinneereetiie e e e ettt e ettt e ettt st e ettt e e e e e e e e sana e e eeeeresans $(291,757)
Adjustments to reconcile net income to net
cash provided by operating activities:
Depreciation and amortiZation ..........cooiiiiiiiiiiiiiiii e 59,976
{(Increase) decrease in:
Accounts receivable ... (328,672)
Other aSSes oot (25,069)
Increase (decrease) in:
Accounts payable ... (61,662)
ACCTUEA EXPEIISES «.oititiiiit ittt ae ittt et e ettt e b r e rean e e airanas 279.445
Net cash provided by (used in) operating activities ............cccevvvienant. (367,739)
CASH FLOW FROM INVESTING ACTIVITIES
Purchase of fixed assets ... (83.817)
Net cash provided by (used in) investing activities .............cocoveviennen. (83,817)
CASH FLOWS FROM FINANCING ACTIVITIES
Partners’ contribUtioONS .....cooiiiiiiiiii e 350,000
Net cash provided by (used in) financing activities ........................... 350,000
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS ........c.ccoviiiinannnn. (101,556)
CASH AND CASH EQUIVALENTS - Beginning of year ............ccoceiiiiiiiiiiniiiiiiiennnnn 424,336
CASH AND CASH EQUIVALENTS — End of year ....ccoovviiiiiiiiiiiiii e $ 322,780
SUPPLEMENTAL INFORMATION
INEETESt PAIA ..oiieeiit ittt et ettt e e et e e $ 294
INCOME tAXES PAIA 1.vuiiieti ettt ettt et et e $ 0

See Independent Auditor’s Report and
Notes to the Financial Statements




ATLAS BROKERAGE COMPANY, L.P.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED NOVEMBER 30, 2002

1.

THE COMPANY

Atlas Brokerage Company, L.P. (“The Company”) is a registered investment advisor and a
broker-dealer registered with the Securities and Exchange Commission (SEC) and is a member
of the National Association of Securities Dealers (NASD) and Securities Investors Protection
Corporation (SIPC). The Company is a limited partnership formed under the Pennsylvania
Revised Uniform Limited Partnership Act.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Method of Accounting

These financial statements are prepared using the accrual method of accounting.

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
amounts of assets, liabilities, revenues, expenses and certain disclosures in the financial
statements. Actual results could differ from those estimates and ultimately affect the reported
amounts and disclosures in the financial statements.

Cash and Cash Equivalents

Cash and cash equivalents consist of deposits with banks and financial institutions which are
unrestricted as to withdrawal or use, and which have an original maturity of three months or

less. The carrying amount approximates fair value because of the short maturity of those
instruments.

The Company had no noncash investing or financing transactions for the year ended November
30, 2002.

Allowance for Doubtful Accounts

The Company reviews its accounts receivable on a regular basis and recognizes bad debts
when accounts are deemed uncollectible, which is over three months outstanding. Accordingly,
no allowance for doubtful accounts has been provided.

Investments

The Company has invested in a single marketable security, common stock, and accordingly, it
is recorded at market value, which approximates cost, in the accompanying statement of
financial condition.

(Continued)



ATLAS BROKERAGE COMPANY, L.P.
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED NOVEMBER 30, 2002

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

Property, Plant and Equipment

Property, plant and equipment are recorded at cost.
Maintenance and repairs are charged to expense as incurred, while additions and betterments
are capitalized. When property units are sold, retired or otherwise disposed of, the related cost
and accumulated depreciation are removed from the respective accounts.
Depreciation is computed by the straight-line method for financial reporting purposes over the
following estimated useful lives:

Years

Office furniture and eqUIPIMENT .. ..ot Sto7

Revenue Recognition

Commission revenue and related expenses are recorded on a trade-date basis as transactions
occur.

Income Taxes

The partnership is not a taxpaying entity for federal or Pennsylvania income tax purposes, and
thus no income tax expense has been recorded in the financial statements. Income from the
partnership is taxed to the partners in their individual returns.

For federal income tax purposes, the cost of property and equipment are deducted over
statutory periods prescribed by the various accelerated methods as allowed by the income tax

regulations in effect when the assets are placed is service.

Organization Costs

Organization costs incurred during the formation of the Company are being amortized over five
years on a straight-line basis. Amortization expense amounted to $1,812 for the year ended
November 30, 2002.

Concentration of Credit Risk

Financial instruments which potentially subject the Company to concentration of credit risk,
as defined by Financial Accounting Statements No. 105, consist principally of cash, temporary
cash investments and trade receivables. The Company’s cash accounts and temporary
investments are maintained at high quality financial institutions. At times, such accounts are
in excess of FDIC insurance limits, but pose no significant concentration of credit risk.
Concentration of credit risk with respect to trade receivables is limited due to the Company’s
diversity of its clients.

3. PROFIT-SHARING PLAN

The Company has a profit-sharing plan covering substantially all employees. Company
contributions are determined by management. There were no contributions made for the year
ended November 30, 2002.

(Continued)



ATLAS BROKERAGE COMPANY, L.P.
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED NOVEMBER 30, 2002

4. OPERATING LEASES

The Company conducts its operations from facilities that are leased from the limited partner
(Note 5) under an operating lease that is renewable each year at the discretion of the limited
partner. The Company also leases office space in Carmel, Indiana.

The Company is leasing office equipment under an operating lease that expires August 2007.

The following is a schedule of future minimum rental payments required under the above
operating leases as of November 30, 2002:

Year Ending

November 30 Amount
200 s $153,944
200G o 154,359
200 154,775
200 e, 127,403
2007 e 123,683

o] 7= PR ERN $714,164

Rental expense was $103,626 for the year ended November 30, 2002.
5. RELATED PARTY TRANSACTIONS

The Company has a building lease agreement (Note 4) with the limited partner of the Company.
For the year ended November 30, 2002, the Company incurred $71,200 in commercial rent
charges under this agreement.

The Company also has entered into a monthly management agreement with the general partner
who manages the Company. For the year ended November 30, 2002, the Company incurred
$12,000 in management fees.

The Company is also related to ITS Asset Management, L.P., a Pennsylvania limited
partnership through common ownership. ITS is a registered investment advisor. For the year
ended November 30, 2002, the Company earned $433,087 in investment advisory fees from ITS
Asset Management, L.P.

6. NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule
(SEC rule 15c¢3-1}), which requires the maintenance of minimum net capital and requires that
the ratio of aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1. At
November 30, 2002, the Company had net capital of $180,923, which was $130,923 in excess
of its required net capital of $50,000. The Company’s net capital ratio was 3.17 to 1.

7. LOSS CONTINGENCIES

In 2002, two claims arising in the ordinary course of business have been filed against the
Company in the state of Indiana. The Company has meritorious responses to each of the
claims asserted against it and has filed its answer and affirmative defenses in responses to the
complaints. In the opinion of both management and legal council, and since the Company’s
insurer has assumed the cost of defending these actions, the ultimate disposition of the claims
will not materially effect the Company’s financial condition. Accordingly, no loss contingency
has been accrued in the accompanying financial statements.

{Concluded)
-10-



ATLAS BROKERAGE COMPANY, L.P.

COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION
AS OF NOVEMBER 30, 2002

NET CAPITAL
Total partner’s capital qualified for net capital ...........cooiiiiiiiiii $661,722
Nonallowable assets:
Office furniture and equipment ..........ocoeiiiiiiiiiiini 228,015 -
(011 1) =111 - S 50,037
Commissions receivable over 30 days .........oocoevieiiiiiinieninenne. 105,118
Other reCeiVables ..ottt eaen 96,632 -
HairCuts oo 997
Total nonallowable aSSEtS ......ocoiiiiiiiii e 480,799
Net Capital ..o e $180,923
AGGREGATE INDEBTEDNESS ,
ACCOUNES PAYADIE ...iii ettt ettt e $ 10,078
Accrued commissions Under 30 days ..ot 330,683
Accrued commissions oVer 30 days ....o.oiiiiiiiiiii e 93,250
Accrued commiSSIONS — trails ..oiiiiiii i e 29,920
Accrued payroll taxes . ... 307
Deferred Habilities ...o.iitiiii i et e et e et a et e 77,220
Unearned fEeS ... e e 32,155
Total aggregate indebtedness ........coviiiiiiiiiiiiii $573,613
COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Minimum net capital required ..., $ 50,000
Excess net capital ..o e $130,923
Ratio: Aggregate indebtedness to net capital ... 3.17to1l

There are no material differences between the unaudited filings of Part IIA of the Focus report
and the audited computation of net capital under Rule 15¢3-1 as of November 30, 2002.

RECONCILIATION WITH COMPANY’S COMPUTATION (included in
Part II of Form X-17A-5 as of November 30, 2002)

Net capital, as reported in Company’s Part II {unaudited) Focus report .................... $180,923
Net capital, as reported in the audited financial statements ................ccocooiiiinie, $180,923

A reconciliation is not necessary pursuant to rule 17a — 5{(d)(4) because there are no material
differences between the unaudited filings of Part 1IA of the Focus report and the audited
computation of net capital under Rule 15¢3-1 as of November 30, 2002.

See Independent Auditor’s Report and
Notes to the Financial Statements

-11-



P.0O. Box 62280
b@kﬂ’ Pittsburgh, PA 15241-7280
%% E-mail: office @sdecpas.com
\C\’% Tel: (724) 745-6600

Fax: (724) 745-7202
Stelmack Dobransky & Eannace, LLC

Certified Public Accountants and Business Consultants

Joseph S. Stelmack, CPA

Joseph T. Dobransky, CPA

Vincent M. Eannace, CPA

REPORT ON INTERNAL CONTROL REQUIRED BY SEC RULE 17a-5 FOR
A BROKER-DEALER CLAIMING AN EXEMPTION FROM SEC RULE 15¢3-3

To the Partners of
Atlas Brokerage Company, L.P.

In planning and performing our audit of the financial statements and supplemental schedules of -
Atlas Brokerage Company, L.P. (the Company), for the year ended November 30, 2002, we
considered its internal control 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 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 securities accounts for customers or perform custodial functions relating
to customer securities, it is exempt under rule K(2)(ii). As such 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 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 internal control or the practices and procedures referred to
above, error 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.

-12-
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To the Partners of
Atlas Brokerage Company, L.P.

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 the design or operation
of the specific internal control components does not reduce to a relatively low level the risk that
error 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 weaknesses
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 that the
Company’s practices and procedures were adequate at November 30, 2002, to meet the SEC’s
objectives. '

This report is intended solely for the information and use of the Board of Directors, management,
the SEC, NASD 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.

STELMACK DOBRANSKY & EANNACE, LLC

December 23, 2002



ATLAS BROKERAGE COMPANY, L.P.

SCHEDULE OF ADMINISTRATIVE EXPENSES
FOR THE YEAR ENDED NOVEMBER 30, 2002

Annual meeting expenses' .......................................................................................... $ 4,218
Bank and brokerage fees ... 6,433
Compliance costs .........ooiiiiiiiinn OO PP PUO PR 6,859
ContinUing €AUCALTION ..vuieniiiiii et e et e e et e n e e e e e e eas 7,679
0763515 y= Lol AU -1 s 1o o U U 26,345
Depreciation and amortiZatiOn .........ccoveereeiiiirrii e 59,976
Dues and SUDSCIIPIONS ...ttt et et et et e e e e e et et e aee e e enaaans 4,572
f 5o ToN0 b 2= o Ve - TP 117,883
G U =S 4= /R PP 294
Licenses and fEES ..t e 97,851
M AN AZEINENIt (S .. it e ettt ettt 12,000
INESC B POIISES tiuittitierne ettt aee s et ettt et een et e en et enene et ebnea s e ta e et te et e et eea e eaaanenenans 7,983
OFfICE EXPEIISES .utnit ittt et ettt et ettt e e et bttt et e e et e e e e ns 27,459
Payroll TAXES .. eviiiriiie e e 52,979
POS AR - euinit ettt et e et et e e e 43,869
) p s Ua b e V=g q ol ie L] X S PR 17,305
ProfesSIONaAl SEIVICES ittt ittt et et e e et et 31,782
2 (o) a5 1o] nTo) o - S U 97,944
Rent (Not€ 4) ...ooovveeiieeeiieeeieeeinnn, e 102,346
Salaries and WaZES ...cocuiiiiiriiii i e e e aaae 707,293
TechnolOZY COSES ..o e 49,962
TElEPROMIE .ot e 19,575
Travel and entertainImEnt ... e e 47,554
Other administratiVve EXPEIISES ... .oiviiii it enes 15,142

Total admMiniStrative EXPEIISES t.iviiuiiuireii i eier e ettt ee e e s et s e e et s e e anaanes $1,565,303

See Independent Auditor’s Report and
Notes to the Financial Statements
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