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OATH OR AFFIRMATION

L ‘ o EZRA BIRNBAUM _ , swear (or affirm) that, to the best of

my knowledge and beliefthe accoﬁipan;dng“’ﬁnancia] statement and supporting schedules pertaining to the firm of
________ PONDEQUITIES , as

of DECEMBER 31, 2002 T, aretrue and correct. | further swear (or affirm) that

neither the company nor any partner, proprletor pr1nc1pal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

7//7/6/9 (é/é{g/\() |

PRESIDENT

OLE pASTERNACK

Not Publi eceds
otary Public Comm\ssioner of Dz- 1920

This report ** contains (check all applicable bé%}%]cate [\3’\1’1;(8 in K\ngeé Czt)UﬂyJ/

(a) Facing Page. Commission Expires Feb

(b) Statement of Financial Condition.

(¢) 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 Clalms of Creditors.

(g) Computation of Net Capital.

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

(i) Information Relating to 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 audited and unaudited Statements of Fmancxal Condition with respect to methods of
consolidation.

(I) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

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

O0os. 0 JddEEE-dAE

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



Neil D. Rischall
Certified Public Accountant
1146 East 32" Street
Brooklyn, New York 11210
Phone (718) 692-0510

To the Stockholders of
Pond Equites

I have audited the accompanying statement of financial condition of Pond Equities as of
December 31, 2002, and the related statements of income, changes in stockholders’
equity, changes in liabilities subordinated to claims of general creditors, and cash flows
for the year then ended that you are filing pursuant to rule 17a-5 under the Securities and
Exchange Act of 1934, These financial statements are the responsibility of the
Company’s management. My responsibility is to express an opinion on these financial
statements based on my audit.

I conducted my audit in accordance with generally accepted auditing standards. Those
standards require that I 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 statments. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial
statement presentation. I believe my audit provides a reasonable basis for my opinion.

In my opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Pond Equities as of December 31, 2002 and the results
of their operations and their cash flows for the year then ended in conformity with
generally accepted accounting principles.

My audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The information contained in Schedules I and II is presented
for the purpose 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.

~O\I52 QI cxa

Neil D. Rischall CPA
Brooklyn, New York
February 26, 2003



Neil D. Rischall
Certified Public Accountant
1146 East 32" Street
Brooklyn, New York 11210
Phone (718) 692-0510

To the Stockholders of
Pond Equites

I have examined the financial statements of Pond Equities for the year ended

December 31, 2002, and have issued my report thereon dated February 26, 2003. As part
of my examination, I made a study evaluation of the company’s system of internal
accounting controls, ( which includes the procedures for safeguarding securities to the
extent I considered necessary to evaluate the system), as required under generally
accepted auditing standards. The purpose of my 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 opinion on the financial
statements.

Also, as required by rule 17a-5(g)1 of the Securities and Exchange Commission, I have
made a study of the practices and procedures (including tests of compliance with such
practices and procedures) followed by Pond Equites that I considered relevant to the
objectives stated in rule 17a-5(g): (1) in making the periodic computations of aggregate
indebtedness and net capital under Rule 17a-3(a) (11) and reserve required by Rule 15¢3-
3(e); (2) in making the quarterly securities examinations, counts, verification, and
comparisons, and the recordation of differences required by Rule 17a-3; (3) in complying
with the requirements for prompt payment for securities of section 8 of regulation T of
the Board of Governors of the Federal Reserve System; and (4) in obtaining and
maintaining physical possession or control of all fully paid and excess margin securities
of the customers as required by Rule 15¢3-3.

The management of the Company is responsible for establishing and maintaining a
system of internal control and the practices and procedures referred to in the previous
paragraph. In fulfilling this responsibility, estimates and judgements by management are
required to assess whether those practices and procedures can be expected to achieve the
commissions above-mentioned objectives. The objectives of a system and the practices
and procedures are to provide management with a reasonable, but not absolute, assurance
that assets for which the company has responsibility are safeguarded against loss from
unauthorized use or disposition, and the transactions are executed in accordance with
management’s authorization and recorded properly to permit the 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.



To the Stockholders of
Pond Equites

Because of the 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, projections of any evaluation of them to any future periods, is
subject to the risk that they may become inadequate because changes in conditions or that
the degree of compliance with them may deteriorate.

My study and evaluation made for the limited purpose described in the first paragraph
would not necessarily disclose all material weaknesses in the system. Accordingly, I do
not express an opinion on the system of internal accounting control of Pond Equities
taken as whole. However, my study and evaluation disclosed no condition that I believed
to be a material weakness.

I 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 purpose 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 my study, I 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 Exchange
Commission and should not be used for any other purpose.

N EoRON///RT)

Neil D. Rischall CPA
Brooklyn, New York
February 26, 2003



Cash

Due from broker
Securities owned

Other assets

Liabilities:

Pond Equities
Balance Sheet
December 31, 2002

Assets

Liabilites and Stockholders Equity

Accounts payable, accrued expenses and other liabilites
Securities sold not yet purchased

Commitment and contingent liabilities
Subordinated borrowings

Stockholders Equity

Common Stock
Paid in Capital
Retained Earnings

Total Stockholders Equity

$ (1,704
4,289,219
289,403
3,500

$ 4,580,418

$ 1,545,595
2,012,857

3,558,452

200,000

500
46,300
775,166
821,966

$ 4,580,418

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



Pond Equities
Statement of Operations
for the Year Ended December 31, 2002

Revenues:

Commission Income $ 2,867,185
Trading Income (Loss) (106,750)
Margin, interest, & dividend income 367,865
Other income 270,842

Total Revenues 3,399,142

Expenses:

Salaries 1,824,791

Commissions 253,553

Computer services 206,905

Travel and selling 203,613

Insurance 159,549
Dues 115,878

Payroll expenses 100,148
Professional services 90,845
Delivery and auto 83,854
Communications 74,943
Clearing and transaction fees 54,996

Rent 54,000

Interest expense 33,955

Office 24,374

Utilities 7,887

Employee benefits 6,806

Taxes 2,769
Repairs - 528

Total expenses 3,299,394
Net income 3 99,748

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



Pond Equities
Statement of Changes in Stockholders Equity
for the Year Ended December 31, 2002

Common Paid-in Retained
Stock Capital Earnings

Balances at January 1, 2002 $ 500 $ 46,300 $ 695,418

Net income 99,748
(Draws) of income (20,000)
Balances at December 31, 2002 $ 500 $ 46,300 $ 775,166

p———
————

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



Pond Equities
Statement of Changes in Liabilities
Subordinated to Claims of General Creditors
for the Year Ended December 31, 2002

Subordinated Liabilities as of January 1, 2002 $ 200,000

(Decrease) in subordinated loans (100,000)

Subordinated Liabilities as of December 31, 2002 $ 100,000
Equity Other Total

Subordinated Liabilities

Balances at January 1, 2002 0 0 $ 200,000

Increase

Decrease

Subordinated Liabilities
Balances at December 31, 2002 $ 03 0 $ 200,000

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



Pond Equities
Statement of Cash Flows
for the Year ended December 31, 2002

Cash flows form operations:
Net income $ 99,748
Adjustments to reconcile net income to cash:

Changes in Assets:

(Increase) in due from brokers (1,744,200)
(Increase) in other assets (1,000)
Decrease in securities owned (86,794)
Total change in assets (1,831,994)
Changes in Liabilities:
Increase in accrued and other liabilities 829,961
Increase in securities sold 997,199
1,827,160
Cash flows from financing:
Draws of income (20,000)
Net increase in cash 74,914
Cash at January 1, 2002 (76,618)
Cash at December 31, 2002 $ (1,704)

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



Pond Equities
Computations of Net Capital
December 31, 2002

Schedule |
Total Shareholders Equity 821,966
add: Subordinated Liabilities 200,000
1,021,966

Non-Aliowable ltems:
less: Non-Allowable Assets 3,500
Net Capital before haircuts 1,018,466
Haircuts:
Stocks (301,929)
Undue Concentration (94,526)
Money Market Asset Fund (43,366)
Net capital 578,645
Calculation on aggregate indebtedness:

Total liabilities 3,758,452

less: Non-Al items (2,212,857)

Aggregate indebtedness: 1,545,595
Computation of basic net capital requirement

Minimum net capital required 103,040

(based on aggregate indebtedness)

Minimum dollar requirement 100,000

Net capital requirement 100,000

Actual net capital 578,645

Excess net capital 478,645

Excess net capital - 1000% 424 086
Ratio: Aggregate indebtedness to net capital 267%

Debt/Debt Equity 20%

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



Statement regarding SEC Rule 15¢3-3

Pond Equities is an introducing broker or dealer, clears all transactions with and for customers on a fully disclosed basis
with a clearing broker or dealer, and who promptly transmits ali customer funds and securities to the clearing broker or
dealer which carries all of the accounts of such customers and maintains and preserves such books and records
pertaining thereto pursuant to the requirements of 240.17a-3 and 240.17a-4 of this chapter, as are customarily made and
kept by a clearing broker or dealer. As such Pond Equities is exempt from the following:

1. Computation for Determining SEC Rule 15¢3-3 Reserve Requirement.
2. Information relating to Possession or control Requirements under SEC Rule 15¢3-3.



Pond Equites
Notes to Financial Statements

Significant Accounting Policies:

1. Pond Equities has $ 200,000 subordinated liabilities as of
December 31, 2002

2. The computation of net capital and the computation for the determination of
reserve requirements in this report does not differ materially from the
unaudited computation independently submitted by Pond Equities.

3. Pond Equities has elected not to be subject to the provisions of Rule 15¢3-3
and has no “Special Reserve Bank Account”.

4. Information for possesion or control requirements under rule 15¢3-3 : All
customer’s fully paid for securites were either in possession or control of
Pond Equities, or when not, were the resuit of temporary lags which resulted
from normal business operations.



