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OATH OR AFFIRMATION

W. Peter Slusser
. swrar (or affirm) that, to the

' best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Slusser Associates, Inc. ar of

December 31 182002, are wrue and correct. | further swear (or affirm) that mejther the company

nox any pariner, proprietor, principal officer or direcior has any proprictary intesest in any ascount classified sol., as that of
a customer, excepl as follows:

etz —

President

Tak
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OTArffYAPJBUC State of New York
No. 24~ 01P04654753
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Cent. Filed In New York
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Negiy§ Public

This report®® contains (check all applicable baxes):

o 0O 000000 D0ORN

(a) Facing page.
{t) Statemem of Finandal Condition.
{c) Statement of Income (Loss).

. (&) Statement of Changes in Financial Condition.

(¢) Statement of Changes in Stockholders’ Equity or Parmux’ or Sok Pmpnﬂ.or's Capital.

(f) Statement of Changes in Liabilities Subordinated 10 Claims of Creditors.

(&) Computation of Net Capital

(k) Computation for Determinatiop of Reserve Reguirements Pursuant to Rule 15¢3-3.

G) Infonmstion Relaung 1o the Possessian or conuol Reguirements Under Rule 15¢3-3.

() A Reconcibation, incduding appropriate explanation, of the Compunation of Net Capital Upder Rule 15¢3-1 and the
Computation for Determination of the Reserve Reguirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Stetements of Financial Condition with respect 1o methods of con-
solidation.

() An Oath or Affyrmation.

(m) A copy of the SIPC Supplemental Report.

{n) A repon describing any material inadeguacics found 10 exist or found to have existed since the date of the previous audit.

*’For conditions of confidential treatment of certain portions of this flling, see section 240.17¢3(e)(3).




+1 Davis, Graber & Nasberg, LLP

1 Certified Public Accountants and Consultants

150 East S8th Street, 20th Floor * New York, NY 10155
Tel: (212) 371-9077 « Fax: (212) 758-0215

INDEPENDENT AUDITORS' REPORT

To the Board of Directors and Stockholders
of Slusser Associates, Inc.

We have audited the accompanying statement of financial condition of Slusser Associates
Inc. as of December 31, 2002. This financial statement is the responsibility of the Company's
management. Our responsibility is to express an opinion on this statement of financial
position 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 financial statements are free 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 opinion.

In our opinion, the statement of financial condition presents fairly, in all material respects, the

financial position of Slusser Associates Inc. at December 31, 2002 in conformity with
accounting principles generally accepted in the United States of America.

Vaoms Stgher 4 UAJ»-—K/ LL?

January 27, 2003

— A Limited Liability Partnership —




Slusser Associates Inc.
Statement of Financial Condition
December 31, 2002

Assets
Cash
U.S. Treasury bills, at fair market value
Marketable equity securities, at fair market value
Advances to affiliate
Accrued advisory fees receivable
Accrued interest receivable

Computers, net of accumulated depreciation of $15,077

Liabilities and Stockholder's Equity

Liabilities:
Accrued expenses
Loan payable stockholder, non interest bearing
Deferred taxes payable

Income taxes payable
Total liabilities

Commitments ( Notes 2 and 3)
Stockholder's equity:

Common stock, $1 par value- shares authorized 1,000; shares
issued and outstanding 100

Additional paid-in capital

Retained earnings
Total stockholder's equity

See accompanying notes to financial statements.

28,250
104,558
69,390
362,012
1,000
363

2,866

568,439

60,167
100,000
4,000

325

164,492

100
159,900

243,947

403,947

$

568,439




Slusser Associates Inc.
Notes to Statement of Condition

Note 1- Accounting Policies and Other Matters

Organization and Business Activity

Slusser Associates Inc. ( the “Company" ) is a registered broker-dealer with the Securities
and Exchange Commission and the National Association of Securities Dealers, Inc. The
Company engages in investment banking activities.

Cash

The Company maintains its cash in one money center bank. The balances are insured by the
Federal Insurance Corporation up to $100,000. Such cash balances at times may exceed
Federally-insured limits. The Company has not experienced any losses in such accounts.

Marketable Equity Securities

Marketable securities are valued at market value. The resulting difference between cost and
market value is included in income.

Income Taxes

The Company, with the consent of its sole stockholder, has elected to have its income taxed
as an S corporation under the provisions of the Internal Revenue Code and New York State
Law, which provide that in lieu of corporate income taxes, the stockholders are required to
report their proportionate share of the company’s taxable income or loss on their personal
income tax returns. Therefore, Federal income taxes are not provided for in these financial
statements. However, New York State imposed a corporate level tax based on the differential
between corporate and individual tax rates. The financial statements include a provision for
both this tax and for New York City General Corporation Tax, as New York City does not
recognize S corporation status.




Slusser Associates Inc
Notes to Financial Statements

Note 1- Accounting Policies and Other Matters ( Continued )

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that effect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date
of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.

Note 2 - Related Party Transactions

The Company has a Fee Sharing Arrangement ( “ Arrangement “ ) with an affiliated
corporation. Among other things, the Arrangement provides that substantially all operating
expenses associated with the Company’s investment banking operations will be incurred by
the affiliate and that the affiliate will share in the Company’s revenues from principal
operations as follows:

(i) All revenues to the extent*éfaﬁé'rating expenses incurred by the affiliate, as
defined.

(i) 50 % of the excess, up to $5,000,000, and 30% of the excess, over
$5,000,000, of revenues from principal operations over expenses, as
defined.

In the event that total revenues from investment banking operations of the Company are less
than the affiliate covered operating expenses in any year, any shortfall is carried forward to
the succeeding year's fee sharing calculation. On termination of the Arrangement any
carryover expires. At December 31, 2002 there was a carryover of approximately $583,000 to
be carried forward to the 2003 fee sharing calculation.

The Arrangement may be terminated by either party, subject to one year’s written notice.

As of December 31, 2002, the Company had advanced to the affiliate approximately
$362,000 in excess of the amount payable by it under Arrangement.




Slusser Associates Inc
Notes to Statement of Condition

Note 3- Net Capital Requirements

Pursuant to the basic uniform net capital provisions of the Securities and Exchange
Commission, the Company is required to maintain a minimum net capital, as defined. The
provisions also require that the ratio of aggregate indebtedness, as defined, to net capital not
exceed a ratio of 15 to 1. At December 31, 2002, the Company had net capital of $20,483
and a ratio of aggregate indebtedness to net capital of 8 to 1. The Company’s minimum net
capital requirement was $5,000.




Davis, Graber & Nasberg, LLP

Certified Public Accountants and Consultants

150 East 58th Street, 20th Floor * New York, NY 10155
Tel: (212) 371-9077 » Fax: (212) 758-0215

Independent Auditor’s Report on
Internal Accounting Control
Required by Sec Rule 17a-5

Board of Directors and Stockholder
Stusser Associates Inc.
New York, New York

In planning and performing our audit of the financial statements of Slusser Associates Inc. for
the year ended December 31, 2002, we considered its internal control structure, including
procedures for safeguarding securities, in order to determine our auditing procedures for the
purpose of expressing our opinion on the financial statements and not to provide assurance
on the internal control structure.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission, we have
made a study of the practices and procedures ( including tests of compliance with such
practices and procedures ) followed by Slusser Associates inc. that we considered relevant to
the objectives stated in 17a-5(g), in making periodic computations of aggregate indebtedness
and net capital requirements under 17a-3(a)(11) and procedures for determining compliance
with the exemptive provisions of Rule 15¢3-3. We did not review the practices and
procedures followed by the Company 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 for prompt payment for securities under Section 8 of
Regulation T of the Board of Governors of the Federal Reserve System, because the
Company does not carry securities accounts for customers or perform custodial functions
relating to customer securities.

The management of the Company is responsible for establishing and maintaining an internal
control structure and the practices and procedures referred to in the preceding paragraph. In
fulfilling this responsibility, estimates and judgements by management are required to assess
the expected benefit and 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 Commission’s
above-mentioned objectives. Two of the objectives of an internal control structure and the
practices and procedures are {o 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 transactions are executed in accordance with
management’s authorization and recorded properly to permit preparation of financial
statements in conformity with generally accepted accounting principles. Rule 17a-5(g) lists

— A Limited Liability Partnership —




additional objectives of the practices.

Because of 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 evaluation of the structure to future periods is subject to the risk that
practices and procedures may become inadequate because of changes in conditions or that
the effectiveness of the design and operation of policies and procedures may deteriorate.

Our consideration of the internal control structure 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 specific 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 financial statements being 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 internal control structure, including
procedures for safeguarding securities, that we consider to be material weaknesses as
defined above.

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 and Exchange Act of 1934 and related
regulations, and that practices and procedures that do not accomplish such objective 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 information and use of the board of directors,
stockholder, management, and Securities and Exchange Commission and should not be

used for any other purpose.

January 27, 2003




