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" _OATH OR AFFIRMATION .

I%m&ﬁ g %55\’\/ ., swearor affirm) that, to the -
best of my knowledge and belief the accompanying financial statements and -
supporting schedules pertaining to the firm of Peregrine Financials & Securities,
Inc. as of December 31, 2002, are true and correct. | further swear (or affirm)

L 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.

Thdmas Pearson

Chief Financial Officer _

27 Febo O3

Date .

‘ Ommﬁ.sml

NOCK-}IRISF”LNE G.PUTRI;
- ? Xpires Apr. 3, 2004
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DIMAGGIO VERAJA & COMPANY LLC

Certlﬁed Pubhc Accountants & Business Consultants
567 James Court

. Glendale Heights, [L'60139-3206
"~ . Phone (630) 790-4269 ® Fax: (630) 942-8269

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors -
Peregrine Financials & Securities, Inc

190 South LaSalle Street, 7" Floor -
" Chicago, Illinois 60606 '

We have audited the accompanying statement. of financial condition of Peregrine Financials &
Securities, Inc. (an lowa Corporation) as of December 31, 2002 and the related statements of
income, changes in ownership equity,, changes in liabilities subordinated to claims of general

creditors, and cash flows year then ended. These financial -statements are the responsibility of :
- the Corporation’s management. Our responsibility is to express.an opinion on these financial -

statements based on our audit. - .

We conducted our audit in accordance with U.S. generally accepted auditiing standards. Those

standards require that we plan and perform the audit to obtain reasonable assurance that the
financial statements arefree 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 opmron

In our opinion, the financial statements referr‘edvto above present fairly, .in all material respects,
the financial condition of Peregrine Fihancials & Securities, Inc. as of December 31, 2002, and
the results of its operations and its cash flows for the perlod ended in conformity with U. S.

. generally accepted accountmg prmcrples

Our audit was conducted for the purpose of forming an opmlon on the basic financial statements
taken as a whole. The information contained on pages ‘14 through 18 is presented for the
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 Securmes 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 mater1a1 respects in relation to the
basic ﬁnancxal statements taken as .a whole ‘

DW&@\ ///f : A W“ C@ﬂ/w? vvy L C—Q
Glendale Heights;, Illinois - g
Febru.aryll& 2003 : '



FOCUS REPORT

l : FORM : , (Fmancnal and Operat:onal Combined Uniform Smgle Report)
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NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT - ~ (Area Code)---Telephone No..
RAMONA THOMAS - ' S S (312) 775:3554 -
NAME(S) OF SUBSIDIARIES OR AFFILIATES CONSOLIDATED IN THIS REPORT: o . OFFICIAL USE’
DOES RESPONDENT CARRY ITS OWN CUSTOMER ACCOUNT? - ves. [ Jeo] no
CHECK HERE IF RESPONDENT IS FILING AN AUDIT REPORT?" 5 R SR

The accompanymg notes are an [ntegral
part of these financial statements :
-4-



7O BE COMPLETED WITH THE ANNUAL AUDIT REPORT ONLY:

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report

NAME (if individual, state last, first, middle name)

DIMAGGIO, VERAJA & COMPANY, LLC

‘ [ 70
 ADDRESS
567 James Court |  [T71] Glendale Heights [ 72]  iL 73] 60138 [ 74]
Number and Street - City . State ' . Zip Code »
CHECK ONE -
Certiﬁéd Public Accountant - .~ ﬂ
S FOR SEC USE

[ Jpubiic Accountant.

I:]Accountant not resident in United States
or any of its possessions iy

~N o (N
B E = e S

DO NOT WRITE UNDER THIS LINE...FOR SEC USE ONLY

o - | WORKLOCATION REPORT DATE DOC. SEQ. NO. CARD

T 2 2 =

~ The accompanying notes-are an integral
part of these financial statements
. : o ) _5_ .
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)

I FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA
' BROKER CR DEALER o PEREGRINE FINANCIALS & SECURITIES INC o _— 100
STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING NONCLEARING AND .
' ' CERTAIN OTHER BROKERS OR DEALERS ‘ ' ‘
As of (MMDDYY): 1213172002
‘ o ~ SECFILENO.  ~  8-50521 L9 |
I . ASSETS .~ . Consolidated [ {18
- o : .Unconsolidated Jd [ 199 |
S - Allowable - Non-Allowable Total =
l 1. Cash $ 94687 [200] ' , $ © T 94687
2. Receivables from brokers or dealers: o T ' : . ‘ : o
A. Clearance account: - S © -0 [ﬁ] S o ' L
l B. Other - S ' 328501 |300] $ - . . 81.430 [550] 409,931 [810
3. Receivables from non- customers . S 0 ]3s8] -  70,506-{600] - 70.506 | 830 |
1. Securities and spot commodities. : o S : ' ‘
owned, at market value: [ K oo o
I A. Exempled securities -~ .. 0 [418]
B. 'Deb(securmes : ‘ : o 0 |419]
C. Options o ‘ 0 |420]
I D. Other securities ’ T - 0 |424]
E. Spotcommodities . - ‘ . ‘ 0 ]430] R R . . B 01850
5. Securities and/or other investmeénts o ‘ ' - o a
l not readily marketable:
A Atcost $ o . ofmeo] S :
B. Al estimated fair value . o o .. 0 m - . 0 |8610]" 0 1860
' 5. Securities borrowed under subordination agree- ' ‘ ' : ‘
ments and. panners individuatand capital R Lo : o ’ :
securities accounts, at market value:, ' c 0 W L ' 0 [ESEJ .10 | 880
l . Exempted $- h . 0 }150 ' S . \i o o : ‘
secufities o
B. Other
securites § . . 0 {160 T . . ‘
' 7. Secured demand notes: ; ‘ o L0 rﬁﬂ o 0 [(_370_] + 01880
market value ofcollateral ‘ K ' ‘ : .
A. Exempted )
l securties . 0 [170,
B: Other , ' ‘ :
securities $ 0 {180
' 3. Memberships in exchanges:
A. Owned, at . ) . .
' market $. 0 {190 e
B. Owned. at cost ‘ . S S 0 [m o »
' . C. Contributed for use of the company, . “ , o ' : :
 atmarketvalue ‘ : IR \ R 0 0 [s00]
3. Investment in and receivables from : - ' : : . k
affiliates, subsidiaries and ’ . o o . . : ’
l associated parterships I .0 [480] ' 18,257 [670]: 18.257 970
10. Property, furniture, equipment, v o . E :
leasehold improve ments and fights
' under lease agreements, at cost-net.
of accumulated deprecxat:on S : o ) ' ‘ o . ' '
and amortization 0 r@ﬂ ’ (271,038 [680] = 271,038 [920
l . Other assets . o .. 053] . .. 0]735] . , 0 1930
12 TOTAL ASSETS I T +423,188 [540} $ ‘ 441,231 |740] 8 864.419 [ 940 -
The accompanyi‘ng notes are an integral
' part of these financial statements

-
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~ FINANCIAL AND GPERATIONAL COMBINED UNIFORM SINGLE REPORT

'

BROKER OR DEALER:

~ STATEMENT OF FINANCIAL CONDITION -

PART IIA

. PEREGRINE FINANCIALS & SECURITIES, INC.’

LIABILITIES AND OWNERSHIP EQUITY

Non-A.l.

as of: December 31, 2002

m’

Total |

a1l

Less capital slock in treasury

AL

Liabilies . * Liabilities*

TOTAL OWNERSHIP EQUITY
TOTAL LIABILITIES AND OWNERSHIP EQUITY

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

'LIABILI{TIES AND OWNERSHIP E-QUITY'

7-

3

‘Non-Al.

. Liabilities * -

§

: Al
" Liabilities - . - Liabilities * Liabilities * B Total

Bank loans payable | : ‘ 4 $ "0 1045 "§- 0 : $ 0 F‘TO—]

Payable 10 brokers or dealers: 3 ., ‘ . . : = :
A. Clearence account 1735680 [1114 0 [1315 173680 [1580]
B Oter I ' E 0 [1115] | 0 [1305 0 |1540]
,,“Payable 10 non cusiomers: . - o 119,065 |1155]. 0 u3_5§_, 119.065 . [1630}
Securiies sold not vet purchased o C ' .

at market vaiue. 0 0. W
Accounts payaple, accrued liavilities, .

_expenses and O‘lher 0 _ . 0. m ’ 0 11885
Noles and mongages payable: ‘ o ' -
Al Unsecured 011210 Q W ‘
8. Secured \ 0 (1211 0 [1390] o [1700]
Liaoiliies subordinated toclaims ’ Vo .

of general credi{ors: ’ ' . ‘
A. Cash borrowings . ‘ 0 W .0 m .
“1. from outsiders$ o [s70]
2. Includes equity subordination(15¢3-1 (d)) ‘
o 5. o 0]
B - Securities borrowings, at market value RS 0 m 0 @
» from outsiders $ » -0 '
. C. Pursuant 1 secured demand note o
collateral agreements 0 |1420 0 W
‘1. from outsiders$ ‘ ‘ o [1000 - :
2. Inclugés equity subordination(15¢3-1 (d))
of S 0
O Exchange memberships contributed for ' ,
use of company. at market value 0 0 1740
E. Accounts and other borrowihgs not .
“ not qualified for net capital purposes 0 [1220 0 [Tﬁ'o—] 0 1750
TOTAL LIABILITIES . 292,745 |1230] ’ 0. [1450] 292,745 [ 1760
Ownership Equity
Sole proprietorship » DR L 0 {1770
'Panr)ersmp(1imnec.panners') 0 [-m . 0 (1780 X
Corporation: . . S : ' .
A Preferred siock ‘ 0 l—ﬂ_‘&ﬂ
-8 Common sto-ck 825,000 |1792]
€. Additional paid-in capita 0 [1783]
O Retzined earnings - et o K (253.326) | 1784

571674 |1795

0 [1796]

Total
571.674 (1800,

864,415 11810]




PART A -

BROKER OR DEALER

PART II FINANCIAL AND OPERATIONAL COMBINED! UNIFORM SINGLE REPORT

12 /131/2002 {3933

T
A0 o
PEREGRINE FINANCIALS&SECURITIES INC l " For the period from”  01/01/2002

STATEMENT OF INCOME (LOSS)
REVENUE‘V

1. Comm:ssnons -
. a Commissions on transactlons in exchange listed equity securmes executed on an exchange '
“b. Commnssnons on listed optlon transactions = . ; ‘
c. All other secuntles oommls&ons
d. Total securities commissions . - S i ‘ :
2. Gains or losses on firm securities tradlng accounts ‘ B ' ‘
a From market making in optlons on a national securmes exchange
b. From all other trading
» c. Totalg_aln (loss) ‘
. ‘Gains or losses on firm securities invest‘men‘t accounts
. Profit of (loss) from underwriting and selling groups
. Revenue from sale of investment company shares S o ‘ _ o
. Commodities revenue / ' o o
. Fees for account supervision, mvestment advxsory and admmlstratnve serwces
. Other revenue o
. Total revenue

O ® N s W

EXPENSES

'

10. Salanes and other employment costs for general partriers, and votlng stockholder offcers

11. Other employee compensatlon and benefts ’

12. Commissions paid to other broker-dealers

13. interest expense ) s ‘ ‘

" a. Includes interest on accounts sul:jeot to subordination agreements S ' i 0 m

14, _Regulalory fees’ and expenses

15. Other expenses

16. Total expenses’

NETINCOME e L

17. Income (loss) before Federal income taxes and items below_ (lt‘em'g less item 16)-

18. Prowsxon for Federal i mcome taxes (for parent only)
19. ‘Equity in earnmgs (losses) of unconsolidated sub5|d|arles not mcluded above .

‘a. After Federalincome taxes of o “ ' s . . .0 (4238

20. Extraordinary gains (Iossee)

a. " After Federal income taxes of - a { L ‘ ' . "0 [a239

21. Cumulatlve effect of changes in accounting prmc1ples
22. Net lncome (loss) after Federal income taxes and extraordlnary ltems

MONTHLY INCOME

23. Income {current month only) before provision for Federal income }axes and extraordinary items

» The accompanying notes are an integral
".part of these financial statements
. 8- o

__Number of months included.in this statement

12 |.3931
127,201 -]\3935]
1,649,661 {3938] .
4,023,301 |3939]
5,800,163 |3940]
0 [3945]
0 |3948]
0 |3950]
0 |3952]
0 |3955]
0 [3970]
0 |3990]
205,786 |3975|
‘ 0 |3995]
6,005,949 {40307
0 [4120
491,757 |4115]
4,871,347 |4140]
4,548 4075/
81,881 [4195] -
521,241 4100}
5,970,774 4200
35,175 [4210]
0 |4220].
0 |4222]
0 [4224]
35,175 14230
(11.334) {4217




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
- PartliA :
BROKER OR DEALER:  PEREGRINE FINANCIALS & SECURITIES, INC, -

For the pericd from 1/ 1/2002 to 12/31/2002

- STATEMENT OF CHANGES IN OWNERSHIP EQUITY.
(SOLE PROPRIETORSHIP, PARTNERSHIP OR CORPORATION) -

1. Balance, beginning of period co ‘ ’ _' ) $ 536,499 [4240
A.  Netincome (loss) ' : ’ L S o 35,175 {4250]
B. Additions (Includes non-conforming capital of 4 [ ’ 0. 4262 ' ' 0 |4260]
C. Deductions (Inciudes non-conforming capital of. ‘ AT R ' 0 |4272] . : © 0 |4270|

2. Balance, end of beriod (From itém 1800) o o _‘ . Cel L -3 571,674 [4290 »

STATEMENT OF. CHANGES IN LIABILITIES SUBORDINATED .
' ‘TO CLAIMS OF GENERAL CREDITORS

3. Balance, beginning of period . ‘ : T o . $ ' 0 4300
A. Increases . . C . ‘ ' . 0 |4310]
‘B Decreases o , v 4 ‘ o o 0 |4320|

4. Balance, end of period-(From item 3520) ‘ - R ‘ . ‘ o s 0 [4330] °

The accompanying notés are an integrai
part of these financial statements :
SR » T



' PEREGRINE FINANCIALS SECURITIES, INC.
(an lowa corporatlon)

STATEMENT OF CASH FLOWS

- FOR THE YEAR ENDED DECEMBER 31, 2002

CASH FLOWS'FROM)OPE_R/\-\TING ACTIVITIES

Net Income (Loss) . o R o % .+ 35176 |
Adjustments to reconcue netincome to net cash .
provided by operating activities »

Depreciation and amortization R D 5,687
(Increase)/decrease in assets - ‘ ' . -

Receivables from brokers.or dealers (allowable) _ (65,093)
Receivables from brokers or dealers (non- allowable) . 3,845

Receivables from noncustomers. : : . (12,356)

Other assets - A -(20,409)
Increase/(decrease) in llabllmes L l : ‘ ‘
Payable to brokers or dealers - ; . - 32,381

Payable to noncustomers - o . (59,790)
Accounts payable and accrued liabilites = S 45577
B o B " (34,982)

CASH FLOWS .FROM INVESTING ACTIVITIES , e
Purchases of furniture’and fixtures .~ . . . - (9,554)
NETINCREASEINCASH™ .~ . " (44,536)
CASH AT BEGINNING OF PERIOD. -, IR ©1139,223
CASHATEND OF PERIOD = . -, = . 8 . 94687
Interest paid o o TR 8 " 4,548

The accompariying notes are an integral
part of these financial statements
: 1O ‘



PEREGRINE FINANCIALS & SECURITIES INC.
o ~ (an lowa corporation)

" NOTES TO THE FINANCIAL STATEMlENTS' ‘

FOR THE YEAR ENDED DECEMBER 31, 2002

NOTE 1 — SIGNIFICANT ACCOUNTING POLICIES

Peregrine Financials and Securities, Inc. (The. Corporation)’ began doing business as a registered broker-
dealer’in securities with the Securities and Exchange Commrssron in December 1998 In this capacity, it
executes agency transactlons for |ts customers. , , ;

In the normal course of its busrness the Corporatlon enters into financial transactions where the risk of
potential loss due to change in market (market risk) or fallure of the other party to the transaction to perform

. (credit risk) exceeds the amounts recorded for the transactron The nature of these risks is described in the

footnote descrlbrng the transactlon

At December 31, 2002, the recervable from clearlng broker reflected on the statement of financial condition
was substantially in cash.

Basis of Accountin'q ‘

The Corporatlon s financial statements are prepared on the accrual basns of accountlng which conforms to

_ U S. generally accepted accountlng principles. -

: Accountmq Estrmates

The preparation of financial statements in conformlty wrth u. S generally accepted accounting pnncrples
requires- management to make estimates and assumptions that affect the reported amounts of assets-and
liabilities and disclosure of contingent assets.and liabilities at the date of the financial statements and

. reported amounts of revenues and expenses during the reported perlod Actual results could dlf‘fer from
-those estxmates

Concentration of Credit Risk

The Corporation maintains its cash'in bank deposits, which, at'tlmes may exceed federally insured limits of

- $100,000. At December 31, 2002, the Corporatron s cash in bank deposits exceeded federally insured

lrmrts by $8,638. The Corporatlon belreves itis not exposed to any significant credit risk on cash

Accounts Receivable ' -

Accounts are charged to bad debt expense, as they are deemed unicollectible based upon a periodic

“review of the accounts. At December 31,2002, no allowance for uncollectible accounts’ was considered
necessary ‘ |

Forelqn Currency Translatlon

~Assets and liabilities denomlnated in forergn currencres are translated at year- end rates of exchange while
the income statement accounts are translated at average rates of exchange for the year.  Gains or'losses
,resultlng from foreign currency translatlons are included in net income. .

Secuntres Transactrons

‘Customers securltles transactions are reported on a trade date basrs with related commission income and‘

expenses reported on a trade date basrs

' Marketable securltles are valued at mar‘ket'bvalu’e.

-



- NOTE 2-CAPITAL STOCK

Adve’rtisinq and Promotion

' The Corporation expenses advertlsmg costs as they are lncurred Durlng the year ended December 31

2002, these costs amounted to $4, 506

Accrued EmploveeAbsences Co e

The Corporation has not accrued for employee absences because the amount cannot be reasonably
estimated and.is believed would be immaterial. .

'Propertv and Equipment

The cost of property and equlpment is depremated over the estlmated useful lives of the related assets.
Depreciation is computed over the straight-line method, which conforms to U.S. generally accepted
accounting pr|nC|p|es The useful lives of property and equrpment for purposes of computrng deprecuatlon

- areas follows

Furniture and'flxtUrés C . Tyears

Software ‘ : ‘ C : 3 years
Equtpment ] R S ‘3-5year5‘

' Depreciation and amortlzatlon expense of property and equrpment charged to operations was $5,687 for

the year ended December 31, 2002. The major classes of fixed assets are as follows:

S - .. Accumuiated
Asset Class - Cost .- Depreciation

- Furniture and fixtures ~ . § 7,840 $ 1,757
--Software = - o 5184 3,389
Equipment , .. 13863 3464
: Total . . $26,867 $8.610

The authorlzed lssued and oufstanding shares of caprtal stock: at December 31, 2002, were as follows:
Common stock, no par value authorlzed 1,000,000 shares, 564,000 shares issued and
outstandtng : .

NOTE 3— RELATED PARTY TRANSACTIONS

PFG, which shares common ownershlp Wlth the Corporatlon prowdes tacmtles management services for
the Corporation. These fees include rent, accounting and cash management services. The Corporation
reimburses PFG on aregular basis. The total of these charges expensed during the year ended

- "December 31, 2002 was $826, 844 of which, $764 780 was paid durlng the year then ended, W|th a
-payable at year -end of $62 064

Recelvables from noncustomers lnclude commission advances to brokers in the amount of $51,309, and a
note payable from a former. broker in the amount of $19,196. This note accrues interest in the amount of
18% annually Imputed mterest on this Ioan amounted to $3,141 durmg 2002

‘NOTE 4 EMPLOYEE BENEFIT PLANS

: Substantlally all the Company S employees are covered by an afﬂhate s defined contribution retirement

plan. This plan is funded on an annual basis from current contributions, which are made at the affiliate's

. “discretion. Employees may make ¢ontributions to the plan ona voluntary basis, however; the Corporatlon

has no contrlbutlon obllgatlon under the plan

'_>1‘ 2.



NOTE 6 — INCOME TAXES

NOTE 5 — NET’CAPlTAL REQUIREMENTS

At December 31, 2002 the Corporatlon s net caprtal as computed pursuant to the rules of the Natronal

- Securities Dealers Association was $125 859 whrch was $25,859 more than the minimum net capital
-.,requrrement of $100,000. ~°

’

The Corporation h'as_net loss carry. forwards for taxpurposes which, if not used against taxable income,
expire in varying amounts through 2020. The Corporation accounts for income taxes in accordance with
Statement of financial Accounting Standards No. 109 Accounting for income taxes, which requires an asset

- and liability approach to financial accounting. and reporting for income taxes. Deferred income tax assets

and liabilities are computed annually for differences between the financial statement and tax basis of

- assets and liabilities that will result in taxable or deductibie amounts in the future based on enacted tax law

and rates applrcable to the periods in which the differences are expected to affect taxable income. Income
tax expense or benefit is the tax: payable or refundable for the' penod plus or minus the change during the
period in deferred tax assets and Ixabrlrtres ‘

As of December 31, 2002, the approxrmate mcome tax benefrt arlsrng from the net loss carry forwards was.
$162,588. The Corporation has reviewed the components of its deferred tax assets and has determrned o
that it is more Ilkely than not that the asset will be reallzed

For the year ended December 31, 2002, the deferred tax Ilabrllty ansmg primarily from deprecratnon
expense dlfferences was |mmater|a| -

NOTE 7 - CONTINGENCIES

The Corporation is involved in variou3‘legal actions arising in the normal course of business. Management
cannot predict the outcome of these legal actions or estimate the amount of any loss that may result.
However, Management believes that losses resulting from these matters, if any, would not have a material

effect on the financial position of the Corporation. Accordingly, no provision for any contrngent lrabmtles ‘

that may result has been made in the fmancral statements

'NOTE 8 FINANCIAL INSTRUMENTS WITH OFF- BALANCE SHEET CREDIT RISK

The Corporation rntroduces its- customer transactrons toa broker with whom it has a correspondent
relationship for execution and clearance in relation for execution and clearance in accordance with the
terms of a clearance agreement. In connection therewith; the Corporation has agreed to indemnify its

‘clearing broker for losses that the cléaring broker may sustain related to the Corporation's customers. - -

Securities purchased by customers in connectron with those transactlons are held by the clearing broker as
collateral for the amounts owed : : . ‘

As an- mtroducmg broker, the Corporation holds no customer cash or securities balances. Securities
transactions are processed by clearing brokers on a fully disclosed basis. Due to the nature of their
operations, the Corporation may have significant credit exposure due to the potential inability of their
customers to meet their commitmients, pursuant to secuntres transactions, which can be directly impacted
by volatile trading markets These activities may expose the Corporation to off balance sheet risk in the
event the customer is unable to fulfil its contracted obligations, which may require the Corporation
purchase or sell frnancral mstruments at prevalllng market prrces in order to fulfill the customer's -

“obhganons

The Corporation’s policy is to continuously monitor its exposure to market and counter party risk through
the use of a variety of financial position and credit exposure reporting and control procedures. In addition,
the Corporation has a policy of reviewing the credit standing of each broker/dealer clearing’ organrzatron
customer, and/or other counter party with- whrch it conducts busmess

-13-
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
‘Part IIA a

- BROKER ORDEALER: PEREGRINEFINANCIALS&SECURITIES INC . asof: December 31, 2002

COMPUTATION OF NET CAPITAL

1. Total ownership equity from Statementof Fmanmal Condition - Lo o : - $ .. 571674
2. Deduct ownership equity not allowable for net capital S e 0 [3490]

3. Total ownership equity qualified for Net capital ’ : ‘ . - ‘ 571,674 |3500]
4. Add: ‘ s S ‘ o o
‘ A Liabilities subordlnated to claims of general crednors allowable in computatlon in net capltal o ' ) e 0 13520
B. Other (deductions) or allowable credits {List)- ) : ’ o R L .. 0 |3525§

5. Tolal capital and allowable subordinated I|ab|lmes " S \ T . ; i : .3 571,674 -L3530I

6. -Deductions and/or charges: : .
A. Total non-allowable assets from ‘Statement of. Fxnancxal Cond tion

(Notes B and C) : R s 441231 [3540]
B.- Secured demand note deficiency o o o s o 0 1359()'
C. Commodity futures contracts and spot commodmes K o ] . i '
proprietary capital charges : o o e ; 0 [m B .
D. Other deductions and/for charges 4 - ' ‘ LT ’ v {3610] L (441231) m
7. Other additions and/or allowable credits (List) L T S T T 0 [3630]
8. Net Capital before haircuts on securities pdsitions ' - o ‘ $ 1301443 - |3640]
9. Haircuts on sécurities (computed, where applicable, - » C ‘
pursuanit to 15¢3-1 (f)): L .
-A. Contractual securities: éommﬁments L L ) o e 0 I—:S-S—G?I
_ B. Subordinated securities borrowings .~ ST . 0 |3670)
C.. Trading and inQestmentsecur‘rﬁeé: . ‘ PR ) g ‘
1. Exempted securities _ N o " 0 IﬁI
2. Debt securities L S 0 |am3)
3. Options o S 0 [3730]
- 4. Other securities Co- R PR - 4,584 |3734|
D. Undue concentration S o . o o o 0 |3650] ‘ ,
B Other(isy . T o : 0. |3736| (4.584) [3740]
10. Net Capital ' o ’ S ' S ‘ S 125,859 |3750]

'

NOTE: There were no_ material differences between the unaudited focus
report and the audited fmanmal statements in the computatlon of net -
capital. C :
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART A

: BROKER OR DEALER: PEREGRINE FINANCIALS & SECURITIES INC. . .. as o.f:.

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

December 31, 2002

NOTES: : "
(A) The minimum net capatal reqmrement should be computed by addmg the m|n|mum dollar net capltal requirement
of the reporting broker dealer and, for each subsidiary to be consohdated the greater of:

1. Minimum dollar net caprtal requurement or

‘2. 6-2/3% of aggregate indebtedness of 2% of aggregate debrts if alternatwe method is used.
(B) Do not deduct the value of securities borrowed under subordination agreements or secured demand notes
“covered by subordination agreements not in satisfactory form and the market values of memberships in
exchanges contributed for use of company (contra to item 1740} and partners securities which were -
included in non-allowable assets.
(C} For reports filed pursuant to paragraph (d) of Rule 17a 5, respondent should provade a list of matenal
non- allowable assets.

15-

Part A o . ’ C ‘
11. Minimum net capltaI requlred (6-2/3% of line 19) L A ‘ . $ 19,516 W
12. Minimum dollar net capital requuement of reportlng broker or dealer and minimum . ’ . o h
net capital requirement of subsidiaries computed in accordance with Note ( ) $ 100,000 W
"13. Net capital requirement (greater of line 11 or 12) - a $ 100,000 |3760]
14, Excess net capital (line 10 less 13) ‘ . $ 25,859 |3770]
15. ‘Excess net capntal at 1000% (line 10 less 10% of Ilne 19) $ 96,584 |3780|
N COMPUTATION OF AGGREGATE INDEBTEDNESS
16. Total Al liabilities from Statement of Financial Conditien . . o R r $ 292,745 IWI
17. Add:. ' oo ' v R ' e
‘ A. Drafts forlmmedlate cedt o R o $ ‘ ~ 0 |3800
.B. Ma rket value of securities borrowed for whtch no equwalent ' ’ L
value is paid or credited : i SR $ 3 .0 |3810
C. Other unrecorded amounts (List) . ‘ \ R . $ L -0 138201
| , o $ o [3830].
-19" Total aggregate mdebtedness : C ‘ : s o S $ 0 M
20. Percentage of aggregate indebtedness to net capttal (line 19 divided by line 10) ' ’ - : % 00 13850|
. Percentage of debt to debt-equity total computed in accordance with rule 15¢3-1(d) = . T o D% 233.00 |3860]
' COMPUTATION OF ALTERNATIVE NET CAPITAL REQUIREMENT
‘Part B < L . . ’ '
22. 2°/; of combined aggregate debit items as .shown in Formula for Reserve Requirements pursuant to
Rule 15¢3-3 prepared as of the date of the net capital computation including both brokers or ) i -
dealers and consohdated subsidiaries' debits e . o o $ 0 [m
23. Minimum dollar net capital requirement of reporting broker or dealer and minimum net capntaI : '
requurement of subsidiaries computed in accordance w1th Note (A), . . : $ S0
24, Nel capital requirement {greater of line 22 or 23) L , A ‘ o ' o o $ 0 [3760J
25. Excess net capital {line 10 less line 24) B ‘ , S : $ 0 |3910}
' 26. Net capital in excess of the greater of: K - ' } h v '
A. 5% of combtned aggregate deblt items or $120 000 : - o o o S $ 0. |?92_0|



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA

BROKER OR DEALER: PEREGRINE FINANCIALS & SECURITIES INC - . asof: Deoerﬁ_ber 31, >2002

Exemptlve Prowswn Under Rule 15c3 3

25 ldemrfy below the section upon which an exemptron from RuIe 15¢3:3 is clarmed

A {K) (1)-$2,500 capital category as per Rule 15¢3-1 ' o R L ' ' : ‘ 0 W]
‘B. (k) {2){A) - "Special Account for the exciusnve Benefit of ° a . ) ) .

customers” maintained o : ’ ' ' ' - : - S 0 m
C. (k) (2) (B) - All customer transactions cIeared through another broker-dealer ona fuIIy dlsclosed baS|s o ) '

Name of clearmg firm- ABN AMRO INCORPORATED 8-32746 _' ' ‘ . L .0 4570
D._ (k) (3) - Exempted by order of the Commrssron . B T ) ) S : 0 [4580

Ownershrp Equrty and Subordlnate Llabllmes maturnng or proposed tobe
withdrawn.within the next §ix months and accruals, (as defined below),
: ' whrch have not been deducted in the computatron of Net Capital
Type of Proposed - Do : - ' - . o
withdrawal or I T I o © Amount to be With- - (MMDDYY) © Expect

_ Accrual ! . . . Insideror " drawn (cash amount Withdrawal or to
See below for . R .. " Outsider?’ and/or Net Capital - © Maturity - © Renew’
code to enter Name of Lender or Contributor . .(InorOut) » " Value of Securities) . Date © . {yesorno)
0 [ 4800 o o R 4601] out [ 4602] = . 0 [4603 o [4604] No [ 4605
s o [aese]

Inslructrons Detail listing must include the total of items maturmg durlng the six month period followmg the report data regardless
of whether or. not the capital contribution is expected to be renewed. The schedule must also include proposed capital

withdrawals scheduled within the six month period following the report date including the proposed redemption of stock
and payments of liabilities secured by fixed assets (which are considered allowable assets in the capital computation
pursuant to Rule 15¢3-1 (¢)(2Xiv), which could be required bythe lender on demand or in less than srx months

WITHDRAWAL CODE: | ‘DESCJRIPTION

.. Equity Capital

2. Subordinated Liabilities '
3. Accruals

4. ©15¢3-1(c) (2) (iv) Liabilties

16~



DIMAGGIO VERAJA & COMPANY LLC .
k Certlﬁed Public Accountants & Busmess Consultants
' 567 James Court "

Glendale Heights, IL'60139-3206 .
Phone (630) 790-4269 ® Fax: (630) 942-8269

" INDEPENDENT AUDITORS’ REPORT ON INTERNAL ACCOUNTING CONTROL

REQUIRED BY THE SECURITIESEAND EXCHANGE COMMISSION RULE 17a-5

To the Board of Directors

Perégrine F inancials & Securities, Inc.
190 South LaSalle Street, 7" Floor
Chicago, Illinois 60606

In ptanmng and performmg our audit of the ﬁnanmal statements of Peregrme Fmanmals &
‘Securities, Inc. for the year ending December 31, 2002, we considered its internal control -

structure, including procedures.for safeguardmg securities, in order to determine our auditing
procedures for the purpose of expressing our opinion on the ﬁnanmal statements and not to
provide assurance on the 1ntema1 control structure , ' ‘

We also made a study of the practlces and procedures followed by the Corporation in making the
periodic computations of aggregate indebtedness and net capital under rule 17a-3(a) (11) and the
procedures for determining compliance with the exemptive provisions of rule 15¢3-3. We did
not review the practices and procedures followed by the Corporation in making the quarterly

© securities examinations, counts, verifications, and comparisons, - and the recordation’ of

differences required by rule 17a-13 or'in complying with the requirements or prompt payment
for securities under section 8 of regulation T of the Board of Governors of the Federal Reserve

. System, .because the Corporation does not’ carry security accounts for customers or perform

custodial functions relatmg to customer actlvrtles

The management of the Corporation is'responsible for establishing and maintaining an internal
control structure and the practices and procedures referred to in the preceding paragraph. In R
fulfilling this responsibility, estimates and Judgments by management are required to assess the
expected benefits dnd related costs of internal control structure policies and procedures 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 Comrmsswn s above mentioned =

objectives.- Two of the objectives of an internal control structure are to. provide management -

- with reasonable, but not absolute, assurance that assets for which the Corporation has

responsibility for 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 ﬁnanc1a1 statements in conform1ty w1th u.S. generally accepted

‘accountmg principles. -
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Peregrine Financials &Secur'ities Inc.

Rule 17a -5(g) lists add1t10nal objectrves of the practlces and procedures hsted in the precedmg ‘

paragraph.

- Because of the inherent limitations "in any internal control - structure or-the practices and
_ procedures referred to above, errors or irregularities may occur and not-be detected. Also,
projection-of any evaluatlon of them to future periods is subject to the risk that they may become

inadequate because of changes in condrtrons or that the effectiveness of their design and
operation may deteriorate. : : -

Our COnsideration of the intem'al control structuré would not necessarily disclose all matters in

the internal control structure 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 spec1ﬁc internal control structure elements does not reduce
to a relatively low level the risk that errors or irregularities in amounts that would be material in
relation to the, ﬁnancral statements belng 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 the 1nterna1 control structure that we consider to matertal weaknesses -
- as deﬁned above. = . '

We understand that practices and procedures that accomplrsh 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 Corporation’s practices and procedures were adequate at’ December 31,2002, to

- meet the Commrssron S ObjeCtIVCS

This report is intended solely for “the “use of management the Securmes and. Exchangel

‘Commission, the National Association of Securities Dealers and other regulatory agencies which

rely on Rule 17a-5(g) under the Securities and Exchange Act of 1934 and shou]d not be used for
any other purpose : ‘ : :

Glendale Heights, Illmors

D/V\@/CWLD /U*/@j Q( V‘\ [@y\,ﬁ)swy LLC

February 18, 2003 -
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