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OATH OR AFFIRMATION &
1, Thomas J. Anderson, affirm that, to the best of my knowledge and belief the accompanying statement of

financial condition pertaining to the firm of Carr Futures Inc., as of December 31, 2002, is true and correct.
I further 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.

Sworn and subscribed to me on the

FHday of ?MWJJJ /A »A b

Slgnature £
WW 2

Wmumw"; Chief Fmanaal Officer

MANCY J snengoy
Ry Ca ‘ OF ILLiNOg

_%Mﬁm

This report** contains (check all applicable boxes):
V¥ (a) Facing Page.

¥ (b) Statement of Financial Condition.

™ (c) Statement of Income (Loss).

I~ (d) Statement of Cash Flows.

[~ (e) Statement of Changes in Stockholders' Equity or Partners' or Sole Proprietor's Capital.

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

T~ (g) Computation of Net Capital.

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

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

T~ (§) A Recondiliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15c3-1 and the

R
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i)

Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3. .
I (k) ARecondiliation between the audited and unaudited Statement of Financial Condition with respect to methods of i

consolidation. .
™ () An Oath or Affirmation. ' i
[~ (m) A copy of the SIPC Supplemental Report. .
I~ (n) A report describing any material inadequacies found to exist or found to have existed since the date of the £

previous audit. o
™ (o) Independent Auditors' Report on Internal Control. €

**For conditions of cdnfidential treatment of certain portions of this filing, see Section 240.17a-5(e)(3).
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Altschuler, I\Zelvoin and Glasser LLP

Certified Public Accountants and Consultants

Independent Auditors’' Report

Board of Directors of
Carr Futures Inc.

We have audited the accompanying statement of financial condition of Carr Futures Inc. as of
December 31, 2002 that you are filing pursuant to Rule 17a-5 of the Securities and Exchange
Commission and Regulation 1.16 of the Commodity Futures Trading Commission. 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 U.S. generally accepted auditing standards. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statement is 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 opinioh, the statement of financial condition referred to above presents fairly, in all material
respects, the financial position of Carr Futures Inc. as of December 31, 2002 in conformity with U.S.
generally accepted accounting principles.

o hido Wilvoonand Hassor L

Chicago, Illinois
February 14, 2003

One South Wacker Drive, Suite 800, Chicago, Illinois 60606-3392 1
312.384.6000 Fax 312.634.3410 www.amgnet.com
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Carr Futures Inc.

Statement of Financial Condition (In Thousands of Dollars)

December 31, 2002

Assets
Cash

Margin and security deposits with exchanges and clearing

organizations :
Cash
U.S. Government obligations

Stock in clearing organizations (market value $6,677)

Receivable from
Brokers and dealers
Customers .
Exchanges and clearing organizations
Securities owned
Securities purchased under agreements to resell
Money market mutual funds
Short-term commercial paper
Memberships and stock in exchanges (market value
$30,402)
Fixed assets and computer software, net
Other assets

Total assets
Liabilities and Stockholder's Equity

$ 309,348

268,301
62,505
6,007

358,012
67,578
14,895

683,026
1,001,176
394,794

21,834
19,115
17,730

$ 3,224,321

Liabilities
Payable to
Customers $ 2,713,968
Brokers and dealers 7,742
Exchanges and clearing organizations 133,778
Accounts payable and accrued liabilities 33,178
Total 2,888,666
Liabilities subordinated to claims of general creditors 251,000
Stockholder's equity 84,655
Total liabilities and stockholder's equity $ 3,224,321
See accompanying notes. 2



Carr Futures Inc.
Notes to the Statement of Financial Condition
December 31, 2002

Note 1 Nature of Operations and Significant Accounting Policies

Nature of Operations—Carr Futures Inc. (the "Company") is a registered futures commission
merchant and broker-dealer. The Company executes and clears futures, forwards, physicals,
options, and securities transactions primarily for North American and European institutional
customers and entities affiliated through common ownership. The Company is a clearing member of
principal commodity exchanges in the United States and the United Kingdom. The Company is a
wholly owned subsidiary of Indosuez North America Holdings, Inc. (the "Parent"), which is a wholly
owned subsidiary of Crédit Agricole Indosuez, a French banking concern. Crédit Agricole Indosuez is
a wholly owned subsidiary of Crédit Agricole S.A., also a French banking concern.

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
amounts reported in the financial statements and accompanying notes. Actual results could differ
from those estimates.

Income Recognition—Customers' commodities transactions and related commission income and
expense are recorded on trade date. Customers' securities transactions are reported on settlement
date with related commission income and expense recorded on trade date.

Securities Transactions—Securities transactions are recorded on trade date and are carried at
market value.

Amounts receivable and payable for securities transactions that have not reached their contractual
settlement date are recorded net on the statement of financial condition.

Resale Agreements—Securities purchased under agreements to resell are accounted for as
collateralized financing transactions and are carried at the amounts at which the securities will
subsequently be resold as specified in the respective agreements; such amounts include accrued
interest. It is the policy of the Company to obtain possession of collateral with a market value equal
to or in excess of the principal amount loaned under resale agreements. Collateral is valued daily,
and the Company may require counterparties to deposit additional collateral as appropriate.

Securities Borrowed—Securities borrowed transactions require the Company to deposit cash or
other collateral with the lender and are generally reported as collateralized financings. The Company
monitors the market value of securities borrowed on a daily basis with additional collateral refunded
as necessary.

Memberships and Stock in Exchanges—Memberships and stock in exchanges held for operating
purposes are carried at cost. Marketable stock in exchanges not held for operating purposes are
carried at market value.

Furniture, Equipment and Leasehold Improvements—Furniture and equipment are
depreciated using the straight-line method over the estimated useful lives of the assets. Leasehold
improvements are amortized on a straight-line basis over the lesser of the estimated useful lives of
the assets or the lease term.




Carr Futures Inc.

Notes to the Statement of Financial Condition
December 31, 2002

Note 1l Nature of Operations and Significant Accounting Policies, Continued

Computer Software—The Company capitalizes costs associated with software developed for
internal use. Capitalization begins when both the preliminary project stage is completed and
management authorizes further funding of the project. Capitalized costs include external direct costs
of materials and services consumed in developing or obtaining internal-use software and payroll and
payroll-related costs for employees directly associated with, and who devoted time to, the
development of the internal-use software. Capitalization of such costs ceases when the project is

complete and ready for its intended purpose. Software is amortized on a straight-line basis over
three or four years.

Income Taxes—The taxable income of the Company is included in the consolidated U.S. income tax
return filed by the Parent. Pursuant to a tax sharing agreement, the Company computes a provision

or benefit for income taxes, and the resulting payable to or receivable from the Parent, as though the
Company files a separate return.

The Company's United Kingdom operations are subject to income taxes in the United States and the
United Kingdom. Pursuant to the tax sharing agreement with the Parent, the Company receives a
tax credit for any foreign taxes paid to the extent the Company would have received a credit on a
separate U.S. income tax return.

Deferred income taxes are recorded to reflect the effects of differences in the recognition of income
and expense for financial reporting and tax reporting purposes.

Translation of Foreign Currencies—Assets and liabilities denominated in foreign currencies are
translated at year end exchange rates.

Note 2 Assets Segregated or Held in Separate Accounts

At December 31, 2002, included in the statement of financial condition are assets segregated or held in
separate accounts under the Commodity Exchange Act, federal or other applicable regulations.

Commodity Exchange Act

Cash and cash equivalents $ 283,038,000
Margin and security deposits with exchanges
and clearing organizations 113,136,000
Receivable from
Brokers and dealers 292,374,000
Exchanges and clearing organizations 13,705,000

Securities owned
Securities purchased under agreements

to resell 508,019,000
Money market mutual funds 1,001,176,000
Short-term commercial paper 394,794,000

Total $ 2,606,242,000




Carr Futures Inc.
Notes to the Statement of Financial Condition
December 31, 2002

Note 2 Assets Segregated or Held in Separate Accounts, Continued

Assets are also segregated in a special reserve bank account for the benefit of customers under Rule
15¢3-3 of the Securities and Exchange Commission. At December 31, 2002, cash of $340,000 and
securities purchased under agreements to resell of $92,503,000 were segregated under this rule.

In addition, assets are segregated in a separate bank account under proprietary accounts of introducing
brokers' agreements. At December 31, 2002, $5,177,000 was required to be deposited, and cash of
$142,000 and securities purchased under agreements to resell of $7,500,000 were on deposit.

Note 3 Securities Borrowed

Securities borrowed of $7,407,000 at December 31, 2002 are included in receivable from brokers and
dealers.

Note 4 Receivable from and Payable to Customers

Balances receivable from and payable to customers arise primarily in connection with commodities and
securities transactions and include gains and losses on open commodity trades. Securities, primarily
U.S. Government obligations, owned by customers and held by the Company as collateral or as margin
and the market value of option positions owned by customers are not reflected in the statement of
financial condition. A portion of these securities has been deposited as margin with exchange clearing
organizations. At December 31, 2002, the fair market value of customer securities held was
$2,048,635,000, of which $1,271,600,000 was deposited as margin with exchange clearing
organizations and brokers and dealers.

Note 5 Securities Owned

Securities purchased from banks under agreements to resell represent the simultaneous purchase and
resale of U.S. Government obligations with either same day settlement on the purchase and next day
settlement on the resale or same day settlement on the purchase and a defined short-term settlement
on the resale. At December 31, 2002, the fair value of collateral obtained under these agreements was
$686,504,000, of which $51,956,000 was deposited as margin with exchange clearing organizations.

At December 31, 2002, $480,565,000 of money market mutual funds were pledged as collateral to
exchange clearing organizations.

Note 6 Fixed Assets and Computer Software

Fixed assets and computer software at December 31, 2002 consist of:

Furniture, equipment and leasehold improvements $ 25,845,000
Computer software 12,355,000
Accumulated depreciation and amortization (19,085,000)
Net $ 19,115,000
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Carr Futures Inc.
Notes to the Statement of Financial Condition
December 31, 2002

Note 7 Estimated Insurance Recoveries Receivable

At December 31, 2002, other assets include $3,700,000, the estimated balance receivable from the
Company's insurers for losses and costs related to the terrorist attacks on September 11, 2001. The
Company received a $3,000,000 advance from its insurers for these losses and costs in 2002. The
Company has also submitted business interruption claims to its insurers. These claims are subject to
resolution with the insurance carriers. This estimated balance receivable could change by a material
amount in the near term.

Note 8 Liabilities Subordinated to Claims of General Creditors

Liabilities subordinated to claims of general creditors at December 31, 2002 are borrowings from Crédit
Agricole Indosuez pursuant to the following subordinated loan agreements with interest at variable
rates, approximately 2 percent at December 31, 2002:

November 30, 2004 $ 81,000,000
December 31, 2005 90,000,000
December 31, 2005 80,000,000
Total $ 251,000,000

Interest payable on subordinated liabilities at December 31, 2002 was $221,000.

The subordinated borrowings are available in computing net capital under minimum capital
requirements. Furthermore, the $170,000,000 of subordinated notes due in 2005 are considered equity
capital, as such term is defined for regulatory purposes. To the extent that subordinated borrowings
are required for the Company's continued compliance with minimum net capital requirements, they may
not be repaid (see Note 14).

Note 9 Income Taxes

Accounts payable and accrued expenses at December 31, 2002 includes $2,238,000 due to the Parent
under the tax sharing agreement.

As of December 31, 2002, other assets includes a deferred tax asset of approximately $1,300,000,
arising from temporary differences between financial and income tax reporting, primarily fixed asset
depreciation and goodwill amortization.




Carr Futures Inc.

Notes to the Statement of Financial Condition
December 31, 2002

Note 10 Commitments and Contingencies

The Company leases office space under noncancelable operating lease agreements that expire at
various dates through 2015. At December 31, 2002, minimum annual rental commitments, exclusive of

additional payments that may be required for certain increases in operating and maintenance costs, are
as follows:

2003 $ 2,143,000
2004 1,791,000
2005 1,337,000
2006 1,170,000
2007 1,178,000
Thereafter 5,398,000
Total $ 13,017,000

The Company has been in discussions with the United Kingdom Customs and Excise Agency
("Customs") as to whether the Company was liable to collect value added tax ("VAT") of approximately
$32 million from a customer for deliveries of natural gas contracts traded on the International Petroleum
Exchange. Should the Company be required to pay this VAT to Customs, the Company would seek
reimbursement from this customer, and the customer could then claim reimbursement from Customs.
This customer closed its account with the Company in early 2002 and has made a filing under Chapter
11 of the United States Bankruptcy Code. If the Company is required to pay this VAT and if the
customer does not reimburse the Company, the result would be a bad debt.

Note 11 Related-Party Transactions

A portion of the Company's revenue is generated from clearing transactions for customers of affiliated
entities. In conjunction with these transactions, the following related party amount is included in the
accompanying financial statement payable to customers - $340,307,000.

As part of futures trading for customer accounts, the Company executes and clears transactions through
affiliated futures clearing brokers and dealers. In conjunction with these transactions, the following

related party amount is included in the accompanying financial statement receivable from other
brokers - $277,940,000.

The Company is a clearing broker for offshore commodity funds for which an affiliated entity

provides certain management and administrative services. In addition, the Company earned interest on
fund balances held.

The Company provides various other services to affiliated entities. At December 31, 2002, other assets
includes receivables from affiliates of $6,949,000 related to these services.




Carr Futures Inc.
Notes to the Statement of Financial Condition
December 31, 2002

Note 11 Related-Party Transactions, Continued

At December 31, 2002, the Company has $248,047,000 of cash on deposit with affiliated financial
institutions.

Note 12 Pension and Retirement Savings Plans

The Company participates in defined contribution and discretionary pension and retirement savings
plans covering eligible employees, as defined. These plans provide for Company contributions based on
the employees' salaries or a match of employee contributions.

Note 13 Financial Instruments
Accounting Policies

Substantially all of the Company's assets and liabilities are considered financial instruments and are
reported in the statement of financial condition at market or fair value, or at carrying amounts that
approximate fair value because of the short maturity of the instruments. Gains and losses from
exchange-traded derivatives are computed based on quoted market prices. Gains and losses from over-
the-counter derivative financial instruments, principally forwards, are computed using prices that are
intended to approximate the market value of the contracts. Unrealized gains and losses arising from
futures and options transactions are recorded as receivables from and payables to customers and
broker-dealers or clearing organizations, as applicable. Unrealized gains and losses arising from
forwards transactions are netted by counterparty and are recorded as receivables from and payables to
customers and dealers, as appropriate.

Financial Instruments with Off-Balance-Sheet Risk

Customer Activities—In the normal course of business, the Company executes and clears futures
and options contracts and securities transactions for the accounts of its customers, primarily
institutional investors and professional money managers. Certain transactions are introduced to
other clearing brokers. As such, the Company guarantees to the respective clearing houses or other
brokers its customers' performance under these contracts. In accordance with regulatory
requirements and market practice, the Company requires its customers to meet, at a minimum, the
margin requirement established by each of the exchanges at which contracts are traded. Risk arising
from customer positions in over-the-counter products are managed based on margin requirements
equivalent to exchange margins. Margin is a good faith deposit from the customer that reduces risk
to the Company of failure by the customer to fulfill obligations under these contracts. To minimize its
exposure to risk of loss due to market variation, the Company adjusts these margin requirements as
needed. As a result of market variations, the Company may satisfy margin requirements by
liquidating certain customer positions. Management believes that the margin deposits held at
December 31, 2002, were adequate to minimize the risk of material loss that could be created by
positions held at that time.




Carr Futures Inc.

Notes to the Statement of Financial Condition
December 31, 2002

Note 13 Financial Instruments, Continued

Financial Instruments Used for Trading Purposes—The use of derivative financial instruments
for trading purposes is limited to facilitating customer trading activities. The market risk of these
activities is controlled by simultaneously entering into and holding offsetting purchase and sell
positions. The Company's exposure to credit risk associated with these transactions is based on the
creditworthiness of the counterparties, which are primarily financial institutions. These activities may
expose the Company to risk from counterparties that may fail to satisfy their obligations, requiring
the Company to purchase or sell financial instruments at prevailing market prices. The Company in
certain cases has entered into master netting agreements that aliow for net settlement of offsetting
transactions with counterparties.

Financial Instruments Used for Purposes Other Than Trading—Due to the global nature of
the Company's operations, the Company is exposed to exchange rate fluctuations. The Company
maintains offices in foreign countries that have revenue, expenses, assets, liabilities and
commitments denominated in foreign currencies. Also, the Company's U.S. based activities generate
non-U.S. dollar transactions in providing services to customers. In addition, the Company will, on
occasion, maintain foreign currency balances to facilitate the cross-currency margining requirements
of its customers. As exchange rates fluctuate, the translation or offsetting of the Company's foreign
currency balances will result in gains or losses.

As a matter of policy, the Company does not enter into proprietary, speculative currency
transactions. However, from time to time, the Company enters into forward exchange contracts to
hedge against exposures created by certain assets or liabilities denominated in foreign currencies.
Open contracts are terminated once these assets or liabilities are sold or otherwise disposed of.
Gains and losses on these contracts are recognized as adjustments to the currency translation gains
or losses on disposition of the related assets or liabilities.

Concentration of Credit Risk—The Company enters into various transactions with brokers and
dealers and other financial institutions. Cash and derivative financial instruments on deposit with
brokers and dealers collateralize amounts due to brokers and dealers and serve to satisfy margin
requirements. In the event counterparties do not fulfill their obligations, the Company may be
exposed to risk. The risk of default depends on the creditworthiness of the counterparties to these
transactions. It is the Company's policy to monitor the creditworthiness of each counterparty with
which it conducts business.
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Carr Futures Inc.

Notes to the Statement of Financial Condition
December 31, 2002

Note 14 Net Capital Requirements

The Company is a broker-dealer subject to the Securities and Exchange Commission Uniform Net Capital
Rule (Rule 15¢3-1). The Company has elected to use the alternative method permitted by the rule,
which requires the Company to maintain "net capital” equal to the greater of $250,000 or two percent
of "aggregate debit items," as these terms are defined. The Company is also a futures commission
merchant subject to the Commodity Futures Trading Commission Net Capital Requirements (Regulation
1.17) and is required to maintain "net capital," as defined, of $250,000 or four percent of "funds
required to be segregated” arising from customer transactions, whichever is greater. Net capital,
aggregate debit items, and funds required to be' segregated change from day to day, but at
December 31, 2002, the Company had net capital and net capital requirements of approximately
$197,256,000 and $93,789,000, respectively. The Company is also subject to capital requirements of

various other regulatory bodies. At December 31, 2002, the Company was in compliance with these
capital requirements.
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