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OATH OR AFFIRMATION

I, Michael Kelly : - ., swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertammg to the firm of
NFB Investment Services Corp. _ , : . as
of December 3'1 ' , 2002 , are true and correct. I further swear (or affirm) that

neither the company nor any. partner, proprietor, prmcxpal officer or director-has any proprietary mterest in any account
classified solely as that of a customer, except as follows:

‘--—- /
: W}Znature QJZ/)

Chief Financial Offifer

Notary Public W m".“’sgo'g"' York
Thxsrep_’ort ** contains (check all applicable boxes): m.ﬁ”&?n omcmmt!o 0
K) (a) Facing Page. : ~ Commission Expires March 30,2008

K (b) Statement of Financial Condition.

B (c) Statement of Income (Loss),

K (d) Statement of Changes in Cash Flow..

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

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

Rl (g) Computation of Net Capital.

K] (h) Computation for Determination of Reserve Requlrements Pursuant to Rule 15¢3-3.

) () Information Relating to the Possession or Control Requirements Under Rule 15c3-3 -

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.

O (k) A Reconciliation between the audited and unaudlted Statements of Financial Condition with’ respect to methods of

Kl

d

consolidation.’ »
" () AnOathor Affirmation.
(m) A copy of the SIPC Supplemcntal Report. _ ‘ ,
(n) A report describing any material madequac1es found to exist or found to have exnsted since the date of the prevxous audit.
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Independent Auditors’ Report

N

Board of Directors
NFB Investment Services Inc.:

We have audited the accompanying statement of financial condition of NFB Investment Services Inc. (a
wholly-owned subsidiary of North Fork Bancorporation, Inc.) as of December 31, 2002 that you are
filing pursuant to Rule 17a-5 under the Securities Exchange Act of 1934. 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 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 statement of financial condition is free of material misstatement. An audit of a
statement of financial condition includes examining, on a test basis, evidence supporting the amounts and
disclosures in the statement of financial condition. An audit of a statement of financial condition also
includes assessing the accounting principles used and significant estimates made by management, as well
as evaluating the overall statement of financial condition presentation. We believe that our audit of the
statement of financial condition provides a reasonable basis for our opinion.

In our opinion, the statement of financial condition referred to above presents fairly, in all material
respects, the financial position of NFB Investment Services Inc. as of December 31, 2002, in conformity
with accounting principles generally accepted in the United States of America.

February 28, 2003 N
t'/ f/
4 e

. . l KPMG LLP KPMG LLP a US. limited fiability partnership, is
a member of KPMG International, a Swiss association.




NFB Investment Services Inc.
{(a wholly-owned subsidiary of North Fork Bancorporation, Inc.)

Statement of Financial Condition

December 31, 2002

Assets

Cash and cash equivalents

Cash segregated under federal regulations
Deposit with clearing broker

Receivable from clearing broker
Commissions receivable

Fumiture, fixtures and equipment, net
Due from affiliate

Prepaid expenses

Other assets

Total assets

Liabilities and Stockholder's Equity
Liabilities:
Payable to investment companies
Commissions payable
Accounts payable and accrued expenses
Total liabilities
Stockholder's equity

Total liabilities and stockholder’s equity

See accompanying notes to statement of financial condition

$ 1,103,649
5,931

206,787

2,000

153,290

26,248

141,205

37,456

3,300

$__1.679866

5,931
123,000

221,369
350,300

1,329,566

$___L679.866
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NFB INVESTMENT SERVICES INC.
(a wholly-owned subsidiary of North Fork Bancorporation, Inc.)

Notes to Statement of Financial Condition

December 31, 2002

General

NFB Investment Services Inc. (the Company), a wholly-owned subsidiary of North Fork
Bancorporation, Inc. (North Fork), is a registered broker-dealer under the Securities Exchange Act of
1934 and is a member of the National Association of Securities Dealers, Inc. The Company does not
clear trades, carry customer accounts or offer margin services. The Company has entered into a
clearing arrangement with an unaffiliated registered broker-dealer (the clearing broker) that is a
member firm of the New York Stock Exchange and other national securities exchanges to provide these
services. Under the terms of the agreement, the clearing broker is responsible for customer billing,
recordkeeping, custody of securities and securities clearance on a fully disclosed basis.

The Company’s activities as an introducing broker consist of accepting customer orders for equity and
fixed income securities that are executed and processed by the clearing broker. Additionally, the
Company accepts customer orders for alternative investment products on a fully disclosed basis with
unaffiliated third party vendors.

Summary of Significant Accounting Policies
Basis of Presentation

The accounting and reporting policies of the Company are in conformity with accounting principles
generally accepted in the United States of America and prevailing practices within the broker-dealer
industry. The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires that management make estimates and assumptions
relating to the reporting of assets and liabilities and the disclosure of contingent assets and liabilities.
Such estimates are subject to change in the future as additional information becomes available or
previously existing circumstances are modified. Actual results could differ from those estimates.

Substantially all of the Company’s financial assets and liabilities are carried at market value, or fair
value, or are carried at amounts which approximate current fair value due to their short term nature.

Securities Transactions

Securities transactions, on behalf of customers, are recorded on a settlement date basis.
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NFB INVESTMENT SERVICES INC.
(a wholly-owned subsidiary of North Fork Bancorporation, Inc.)

Notes to Statement of Financial Condition

December 31, 2002

Income Taxes

The Company uses the asset and liability method for providing for income taxes. The operations of
the Company are included in the consolidated Federal and combined New York State and New York
City income tax returns filed by North Fork.

Cash
Cash segregated under federal regulations represents monies received by the Company from customers
for the purchase of certain alternative investment products. Pursuant to SEC Rule 15¢3-3, the

Company remits this cash to investment companies within one business day from receipt.

Included in cash and cash equivalents at December 31, 2002 is $74,113 of deposits held by an affiliated
bank. :

Furniture, Fixtures and Equipment
Fixed assets are carried at cost, less accumulated depreciation. Depreciation is computed using the

straight-line method over the estimated useful life of the owned asset. Balances at December 31, 2002
are as follows:

Furniture and fixtures $ 6,766

Office equipment 172,355
179,121

Less accumulated depreciation
and amortization 152.873
$ _26,248

Related Party Transactions

The Company’s operating office is leased from the affiliated bank. In addition, in accordance with the
terms of an agreement between the Company and the affiliated bank, the Company markets and sells
certain non-deposit investment products to the public, including customers of the affiliated bank, from
certain branch premises of the affiliated bank. This agreement provides for a specified monthly rental
amount to the affiliated bank.

Pursuant to the terms of an agreement between the Company and an affiliated insurance agent, the
Company markets and sells variable annuities through the affiliated agent and provides administrative
services to it. As prescribed by the agreement, the Company receives commission income from
variable annuity sales. Additionally, the agreement provides for specified rental payments to the
Company from the affiliated agent.
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NFB INVESTMENT SERVICES INC.
(a wholly-owned subsidiary of North Fork Bancorporation, Inc.)

Notes to Statement of Financial Condition

December 31, 2002

At December 31, 2002, due from affiliate aggregated $141,205, of which represents $112,242 of due
from the affiliate bank for reimbursement and $28,963 of income tax benefit allocated from North Fork
respectively.

Financial Instruments with Off-Balance Sheet Risk

In the normal course of business, the Company’s customer activities involve the execution and
settlement of various customer securities transactions. These activities might expose the Company to
off-balance sheet risk in the event the customer or the other broker is unable to fulfill its contractual
obligations and the Company has to purchase or sell the financial instrument underlying the contract at
a loss.

Net Capital Requirement

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (Rule
15¢3-1(a)(2)(iv)) which requires the maintenance of minimum net capital of not less than $50,000 and
requires that the ratio of aggregate indebtedness to net capital, both as defined, not exceed 1500% of
net capital.

In addition, pursuant to an agreement between the Company and the District Committee for District
No.10 of the National Association of Security Dealers dated February 4, 1994, the Company agreed to
continue to maintain 120% (i.e. $60,000) of its minimum net capital requirement.

At December 31, 2002, the Company had net capital of $692,167, which is in excess of its required net
capital of $50,000 by $642,167. The Company’s percentage of aggregate indebtedness to net capital
was 50.06%.



