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A. REGISTRANT IDENTIFICATIQN;

NAME OF BROKER-DEALER: "TGEFICIAL USE ONLY

Morton Seidel & Company, Inc. P -
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Thomas N. Tone, C.P.A. {818)597-5858
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B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*
Tone Walling & Kissinger, Certified Public Accountants

(Name — if individual, state last, first, middle name)

5655 Lindero Canyon Road, Suite 625, Westlake Village, California 91362

(Address) ' (City) (State) (Zip Code)
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OATH OR AFFIRMATION

__Amold Seidel _, swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Morton Seide!l & Company, Inc. . , as
of December 31,20 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:

None
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Chairman of the Board
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'Notary Public

This report ** contains (check all applicable boxes): v
& (a) Facing Page. ’
B (b) Statement of Financial Condition.

O (c) Statement of Income (Loss).

0 (d) SIesa00O0RMEOISPIANNXMMNNNX Statement of cash flows

O (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

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

O (g) Computation of Net Capital.

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

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

O () 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.
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|

(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.

O (n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

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

5655 Lindero Canyon Road, Suite 625 + Westlake Village, California 91362
818-597-5858 -+ 818-703-0800 « Fax 818-597-5860

Independent Auditors' Report

TO: The Board of Directors and Stockholders

We have audited the accompanying statement of financial condition of MORTON
SEIDEL & COMPANY, INC. as of December 31, 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 generally accepted 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
statement. 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 Morton Seidel & Company, Inc. as of
December 31, 2002, in conformity with accounting principles generally accepted in

the United States of America.

February 12, 2003.




MORTON SEIDEL & COMPANY, INC.
STATEMENT OF FINANCIAL CONDITION

December 31, 2002

ASSETS

Cash and cash equivalents
Securities owned:
Marketable, at market vaiue
Not readily marketable, at cost

Fixed assets, at cost, less accumulated
depreciation of $66,519

Deposit

LIABILITIES AND STOCKHOLDERS' EQUITY

Liabilities:

Accounts payable and accrued expenses

Total liabilities

Stockholders' equity:

Common stock, $100 par value, 2,000 shares
authorized, 500 issued and outstanding

Paid-in capital
Retained earnings

Total stockholders' equity

See accompanying notes to the financial statements.
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$258,545

20,000
20,100

20,008

50,000
17,452

252,002




MORTON SEIDEL & COMPANY, INC.
NOTES TO FINANCIAL STATEMENT
December 31, 2002
1. Significant Accounting Policies

Description of Business, Risks and Exposures

The Company processes broker-dealer transactions on a fully disclosed basis.
Possible operational risks may arise in the incorrect processing of customer’s
transactions. Company management has placed the proper operational controls to
mitigate these risks.

While customer accounts are protected by an insurance policy at the clearing firm, in
the unlikely event of the failure of the clearing organization, the Company has a
credit risk to the extent there is any money due from them. Presently there is no
concentration of business from any one customer or group of related customers
significant enough to negatively impact the Company should any one event, such as
the loss of one customer, occur.

The preparation of the financial statements requires management to make estimates
and assumptions that affect reported amounts and disclosures in these financial
statements. Actual results could differ from those estimates.

Recognition of income

The Company, incorporated in California and a member of the National Association
of Securities Dealers, Inc., uses the settlement date for income and expense
recognition of commissions.

Fixed assets and depreciation

Fixed assets, primarily furniture, computer equipment and an auto, are stated at
cost. Depreciation is computed using the straight-line method over an estimated
useful life of from five to seven years.

Income taxes

Income taxes are provided on book income. Previously, the Company adopted
Statement of Financial Accounting Standards No. 109, "Accounting for Income
Taxes" (SFAS No. 109), which requires recognition of deferred tax liabilities and
assets for the expected future tax consequences of events that have been included
in the financial statements or tax returns. Under this method, deferred tax liabilities
and assets are determined based on the difference between the financial statement
and tax bases of assets and liabilities using enacted tax rates in effect for the year in
which the differences are expected to reverse.




investments

The Company previously purchased both common shares and warrants convertible
into common shares in The NASDAQ Stock Market, Inc. SFAS No. 115 (as
amended by SFAS No. 133) requires that all investments in equities be carried at
estimated fair market value, if readily determinable. Since no market exists for the
warrants and no apparent impairment in the original cost has occurred, they are
carried at cost, which management believes approximates fair market value. The
common shares now are trading and have been valued at the fair market value.

2. Net Capital Requirements

The Company, as a registered broker/dealer, is required under provisions of the
Securities Exchange Act of 1934 (SEA of 1934) Rule 15¢3-1 to maintain a minimum
net capital, and a ratio of aggregate indebtedness to net capital of not greater than 8
to 1. As of year-end, the Company's net capital was $272,307, which was $222,307
in excess of its required net capital. The Company's net aggregate indebtedness to
capital ratio was 0.009 to 1.

3. Commitments

The Company leases its premises under a long-term lease agreement, which
expires in 2003. Under terms of the agreement, the minimum annual lease
commitment until termination later this year is $21,228.

4, Income taxes

Deferred income taxes, when applicable, are primarily the result of timing difference
of the recognition of deferred rent abatement between financial statement and tax
reporting, as well as other miscellaneous timing differences. The difference between
the statutory rate (fifteen percent for taxable income below $50,000) and the actual
rate, is the State tax, and the non-deductible portion of entertainment expense that
caused the current year’s provision to exceed the pretax income. As no material
timing differences exist at year-end, no deferred tax assets or liabilities have been
recorded.




