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OATH OR AFFIRMATION

Petef W. Greenough

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

Charlotte & Bates Inc.
December 31, 2002 T

as of

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

NOr any partner, proprietor, princxpaj officer or director has any proprietary interest in any account classified soley as that of
a customer, except as follows:

xxxxNONE**= /1111 /111//117777
iz

[JH)J CDWJ/L\
m President & General Securr\:les PrlnC1pal

¢ ' . ANTHONY MAGRO
| J_/ 20 O ;7 Notary Public, State of New York
gd 01MA4716659
, Qualified in New York County
This report** contains (check all apphcable boxes): Commission Expires Sept. 30, 2006

(2) Facing page. .
(b) Statement of Fmancxal Condition.
(c) Statement of Income (Loss).
_(d) Statement of Ek3nkeeikEkaRREEsRAX®  ash Flows
(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Propnetor s Capital.
(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
(g) Computation of Net Capital
(h) Computation for Determination of Reserve Reqmrements Pursuant to Rule 15¢3-3.
(1) Information Relating to the Possession or control Requirements Under Rule 15¢3-3.
(i) A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the
. Computation for Determination of the Reserve Requirements Under Exhibit‘ A of Rule 15¢3-3.

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

(1) An Oath or Affirmation.
(m)A copy of the: SIPC Supplemental Report.
(n) A repon descnbmg any material inadequacies found to exist or found to have existed since the date of the previous audit.

OB O OOO0D8OBRBEEBS

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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MOTECHIN & MARUFFI C.PA’S, PC.

516 FIFTH AVENUE
. SUITE 1500
NEW YORK, N.Y. 10036

TeELEPHONE: (212) 921-4280
TELECOPIER: (212) 921-4575

INDEPENDENT AUDITORS' REPORT

Board of Directors
Charlotte & Bates Inc.
New York, New York

We have audited the accompanying balance sheet of Charlotte &
Bates Inc. as of December 31, 2002 and the related statements of
income and retained edrnings for the year then ended. 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 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. 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 Charlotte
& Bates Inc. as of December 31, 2002 and the results of their
operations for the twelve months then ended in conformity with general
accepted accounting principles.

Our examination was made for the purpose of forming an opinion on
the basic financial statements, taken as a whole, of Charlotte & Bates
Inc. The supplemental information 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 Commisgsion. Such information has been
subjected to the auditing procedures applied in the examination 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.

Motechin & Maruffi C.P.A's, P.C.

SR . D'«
New York, New York %C/Iyn . 9‘}4 f» e.i HS, ”C“ :

. February 18, 2003




CHARLOTTE & BATES INC.
BALANCE SHEET - DECEMBER 31, 2002

ASSETS

December 31, 2002

Current Assets:

Cash in Bank : : S 6,797

Investment in Securities 3,300
. Total current assets : 10,097
S 10,097

LIABILITIES AND OWNERS' EQUITY

Sharehblder’s equity:

Common stock, no par; authorized | S 48,250

3000 shares; issued 10 shares
Retained earnings ' : __(38,153)
S 10,097




CHARLOTTE & BATES INC.
STATEMENTS OF INCOME AND RETAINED EARNINGS
YEAR ENDED DECEMBER 31, 2002

December 31, 2002

Net Revenues ‘ S 4,000

Operating -expenses::

Gerieral and Administrative  . 6,689
Loss froﬁ:Operétions before income taxes (2,689)
Income £éxes net of refund | ____(2,560)
Net loss | (129)
Rétained éarnings, beéinning | _(38,024)

Retained earnings, ending S (38,153)




CHARLOTTE & BATES INC.
OPERATING EXPENSES
YEAR ENDED DECEMBER 31, 2002

December 31, 2002

General and Administrative:

Filing fees $ 1,572

Professiocnal fees 1,000
Cffice expense 99
Telephone ~ 1,855
Dues & subscriptions 73
Utilities ' ' 704
Travel 77
Insurance . R o 860
Interest expense 1395
Entertainment 210




CHARLOTTE & BATES INC.
STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER. 31, 2002

December 31, 2002

Cash flows from operating activities:

‘Net Income (Loss) . S (1297}
Adjustments to: reconcile net income (loss)

to net cash provided by operating activities: - -0-

Net Cash Utilized by Operating Activities _(129)

Net Decrease in Cash (129)

.Cash Beginning of Year 6,926

Cash, End of Year 5 6,797

Ul




CHARLOTTE & BATES INC.
STATEMENT OF -STOCKHOLDER'S EQUITY
YEAR ENDED DECEMBER 31, 2002

Retained
Earnings
(Accumulated)

Common Stock (Deficit)

Balance Déc. 31, 2001 ‘ S 48,250 S (38,024)
Capital Contributions

Net Loss (129)

BALANCE DEC. 31, 2002 $ 48,250 $ (38,153)

Total

S 10,226
(129)

S 10,097




CHARLOTTE & BATES INC.

SUMMARY OF ACCOUNTING POLICIES

. PRINCIPAL BUSINESS ACTIVITY:

Charlotte & Bates Inc. (Company) is registered as a broker-dealer
in securities under the Securities Exchange Act of 1934. The company

" .was incorporated on January 22, 1990 under the laws of the State of

. Delaware. On April 19, 1990 the company's registration with the
Securities and Exchange Commission as a brcker-dealex became effective
pursuant to Section 15(b) of the Securities Exchange Act of 1934. On
April 8, 1992, the company became a member of the National Association
of Securities Dealers.

- INTANGIBLE ASSETS:

The company commenced doing business in May 1993. Amortization
of organization costs 1s being provided for on a straight-line basis
over a period of 60 months.

INCOME TAXES:

For income tax purposes, the company elected on March 9, 1990 to
be taxed as a small business corporation (S8 Corporation) under the
applicable sections of the Internal Revenue Ccde.

NET CAPITAL REQUIREMENTS:

The company is subject to the Securities and Exchange
Commission's Uniform Net Capital Rule (Rule 15c¢3-1), which requires
the maintenance of minimum net capital and requires that the ratio of
aggregate indebtedness teo net capital, both as defined, shall not ‘
exceed 15 to 1. At December 31, 2002, the company had capital of
$6,797 which was $1,797 1in excegs c¢f the amount required. The
company's net capital ratio (0:1) does not apply because the. company
has no liabilities or debt. -




CHARLOTTE & BATES INC.

NOTES TO FINANCIAL STATEMENTS

"NOTE 1 - RECONCILIATION

. No material differences exist between the December 31, 2002:..FOCUS
.'II-A Report filed with the NASD and these audited statements."




CEARLOTTE & BATES INC.

COMPUTATION cf NET CAFITAIL UNDER.RULE.L~

o
(]

—~
[

the SECURITIES and EXCHANGE COMMISSION

As of December 31, 2002

. NET CAPITAL .
Total ownership equity

Add:
Liabilities subordinated tce claims of

general creditors allowable in computation

of net capital
Other (deductions) or allowable credits

Total capital and allowable subordinated
liabilities

Net capital before haircuts on securities
positions

Haircuts on securities positions
Net Capital
AGGREGATE INDEBTELNESS
Items included. in the statement of
financial cendition
. Acccunts payable and accrued iiabilities
COMPUTATION OF BASIC NET CAPITAIL REQUIREMENT

Minimum net capital reguired

Ratio: Aggregated indebtedness to net capital

S 10,0587

jte]




MOTECHIN & MARUFFI C.P.A/'S, PC.
516 FIFTH AVENUE
SUITE 1500
NEW YORK, NLY, 10036
— »
TeLePHONE: (212) 921-4280
TeLecoriEr: (212) 921-4575

INDEPENDENT AUDITORS' REPORT ON INTERNAL ACCOUNTING

CONTROL REQUIRED BY  SEC RULE 17a-5

To the Board of Directors

We have examined the financial statements of Charlotte & Bates
Inc. for the year ended December 31, 2002, and have issued our report
therein dated February 18, 2003. Ag part of our examination, we made
a study and evaluation of the company's system. of internal accounting
control (which includes the procedures for safeguarding securities) to
the extent we considered necessary to evaluate the system as required
by generally accepted auditing standards. . The purpose of our study
and evaluation, which included obtaining an understanding of the
accounting system, was to determine the nature, timing, and extent of
the auditing procedures necessary for expressing an oplnlon on the
financial statementq

We "also made a study of th@ practlceL and procedures forlowed by
the company in making the periodic computaticris of aggregate
indebtedness. and net capital under Rule 17a-3{(a) (11) and the
procedures for determining compliance with the exemptive prov1srons of -
Rule”15c3-3.. We did not review the practices arid procedures folrowed
by the company in making the quarterly securities examinations, -
countsg, verifications and comparisons, and the recordation of
differences required by Rule 17a-13 or in complying with the
requirements ‘for prompt payment for securities under secticn 8 of
Regulation T of the Board of Governcrs of the Federal Reserve System,
because the company does not carry security accounts for customers or
perform custodlar functions relating to LUSCOW@" securities. S

The mandgement of the company is responalble for establishing and
malntalnlng a system of internal accounting controls and the practlces
and procedures referred to in the preceding paragraph. In falfilling
this responeibility, estimates and judgenents by management are -
required.to assess the expected benefits and related costs of conurol
procedures and the practices and procedures referred tc in the
preceding paragraph and to assess whether those practiceg -and




procedures can be expected to achieve the Commission's above-mentioned
objectives. The objectives of a system 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 any internal accounting
control procedures or the practices and procedures referred to above,
errors or irregularities may nevertheless occur and not be detected.
Also, projection of any evaluation of them to future periods is
subject to the risk that they may become inadegquate because of changes
in conditions or that the degree of compliance with them may
deteriorate. '

OCur study and evaluation was made for the limited purposes
described in the first paragraph and would not necessarily disclose
all material weaknesses in the system. Accordingly, we do not express
an opinion on the system of internal accounting control of Charlotte
Bates Inc. as a whole. However, our study and evaluation disclosed no
conditions that we believed to be a material weakness.

We understand that practices and procedures that accomplish the
objectives referred to in the second paragraph of this report are
considered by the Commission 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 December 31, 2002 to meet the Commission's objectives.

This report is intended solely for the use of management and the

Securities and Exchange Commission and should not be used for other
purposes. '

Hstachon b Hawffs CPA'S, PC

Motechin & Maruffi C.P.A.'s, P.C.

" New York, New York
February 18, 2003
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