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OATH OR AFFIRMATION

I ;/j,flc /M /L)ﬁdﬁ . swedr (or atfirm) that, to the best of

my knm\lcd;:c. and belicl the accompanying financial statement ﬁnd qupportmb schedules pertaining to the firm of
£ ¢ Hors g(cu,é///()’ L Ll _ s
of  AlaecH 5 .20 23 aretrue and correct. | further swear (or affirm) thal
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‘This report ** contains (check all applicable boxes):

O (a) lacing Page.

Q/(b) Statement of Financial Cond tion.

& (c) Statement of Income (Loss).

B/(d) Statement of Changes in Financial Condition.

B’/ (¢) Statement of Changes in Stockholders® Equity or Partners’ or Sole Proprictors’ Capital,

0 (H Statement of Changes in Liabilities Subordinated to Claims of Creditors.

Q/.(g) Computation of Net Capital,

& (h) Compuration for Determination ot Reserve Requirements Pursuant to Rule 15¢3-3.

g (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
(i) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
. Computation tor Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

Q/(k) A Reconciliation between thi audited and unaudited Statements of Financial Condilion with respect to methuods ol
. consolidation.

cd (Y An Qath or Affirmation.

O (m) A copy of the SIPC Supplemcental Report.

O (n) Areportdescribingany material inadequacies found to exist or found to have existed since the date of the previous audit,

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-53(e)(3).
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1 Sevpie & COOPER, Lip |BDO

CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS SEIDMAN

2700 NORTH CENTRAL AVENUE. NINTH FLOOR. PHOENIX. ARIZONA 85004 « TEL 602-241-1500 * FAX 602-234-1867 ALLIANCE

INDEPENDENT AUDITORS' REPORT

To The Members of
Archon Securities, LLC

We have audited the accompanying statement of financial condition of Archon Securities, LLC (A Limited Liability
Company) as of December 31, 2002, and the related statements of operations and members’ equity, cash flows, and
changes in subordinated borrowings for the year then ended. These financial statements are the responsibility of the
Company's management. Our responsibility is to express an opinion on these financial statements 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.

Archon Securities, LLC as of December 31, 2002, and results of its operations, changes in members’ equity, cash flows
and changes in subordinated borrowings for the year then ended, in conformity with accounting principles generally
accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as a whole.
The information contained in Schedules | and Il is presented for purposes of additional analysis and is not a required
part of the basic financial statements. 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.

) 4%«/,?/

ld

Certified Public Accountants

Phoenix, Arizona
March 18, 2003

I In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of
B

INDEPENDENT MEMBER OF THE BDO SEIDMAN ALLIANCE



ARCHON SECURITIES, LLC
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2002

ASSETS

Cash and cash equivalents (Note 1)
Accounts receivable

Total Assets

LIABILITIES AND MEMBERS' EQUITY

Accrued commissions - related party
Total Liabilities
Members' equity

Total Liabilities and Members' Equity

The Accompanying Notes are an Integral Part

of the Financial Statements

2.

18,091
1,024

19,115

1,024
1,024
18,091

19,115




ARCHON SECURITIES, LLC
STATEMENTS OF OPERATIONS AND MEMBERS’ EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2002

Revenues:
Commissions $ 1,254,880
Expenses:
Commissions 964,663
Pension expense 186,346
Professional fees 10,803
Client reimbursement 2,353
Other operating expenses 8,235
Total Expenses 1,172,400
Net Income 82,480
86,094

Beginning Members' Equity

Distributions (150,483)

Ending Members' Equity $ 18,091

The Accompanying Notes are an Integral Part
of the Financial Statements
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ARCHON SECURITIES, LLC
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2002

Increase (Decrease) in Cash and Cash Equivalents:

Cash flows from operating activities:
Net Income

Changes in Assets and Liabilities:
Accounts receivable
Accounts payable
Accrued commissions to related party
Net cash provided by operating activities
Cash flows from financing activities:
Members' equity distribution
Net cash used by financing activities
Net decrease in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Supplemental disclosure of cash flow information:

Interest paid

The Accompanying Notes are an Integral Part
of the Financial Statements
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$ 82,480

(1,024)
(529)
1,024

81,951

(150,483)

(150,483)
(68,532)

86,623

$ 18,091



i ' ARCHON SECURITIES, LLC
STATEMENT OF CHANGES IN SUBORDINATED BORROWINGS
FOR THE YEAR ENDED DECEMBER 31, 2002

Subordinated borrowings at December 31, 2001
Changes

Subordinated borrowings at December 31, 2002

The Accompanying Notes are an Integral Part
of the Financial Statements
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ARCHON SECURITIES, LLC
NOTES TO FINANCIAL STATEMENTS

Note 1
Summary of Significant Accounting Policies, Use of Estimates and Nature of Operations

Operations

Archon Securities, LLC was organized under the laws of the State of Arizona on July 20, 1998. On May 11, 1999, the
Company received a license from the National Association of Securities Dealers, Inc. (NASD) to operate as a broker-
dealer of marketable securities. The Company provides securities broker-dealer services to its clientele, primarily in the
Phoenix metropolitan area.

The latest date on which the limited liability company is to dissolve is December 31, 2023,

Pervasiveness of Estimates:

The preparation of financial statements in conformity with generally accepted accounting principles 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 the reported amounts of
revenues and expenses during the reporting period. Actual results could differ from those estimates.

Cash and Cash Equivalents:

Cash and cash equivalents are considered to be all highly liquid investments purchased with an initial maturity of three
{(3) months or less.

Accounts Receivable:

The Company follows the allowance method of recognizing uncollectible accounts receivable. An allowance is
established based upon a review of individual accounts receivable, as well as the Company’s prior collection history. As
of December 31, 2002 all accounts receivable are deemed to be fully collectible.

Income Taxes:

For financial accounting and tax reporting purposes the Company, as a limited liability company, follows the flow-
through method of income tax reporting. Therefore, the Company does not report any income tax expense.

Note 2
Concentration of Credit Risk

Operations:

The Company is engaged in various trading and brokerage activities with counter-parties that primarily include broker-
dealers, banks, and other financial institutions. In the event the counter-parties do not fulfill their obligations, the
Company may be exposed to risk. The risk of default depends on the creditworthiness of the counter-party or issuer of
the instrument. It is the Company's policy to review, as necessary, the credit standing of each counter-party.

Note 3
Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (Rule 15¢3-1), requiring
(1) the maintenance of a minimum amount of net capital and, (2) that the ratio of aggregate indebtedness to net capital,
as defined, shall not exceed 15 to 1. At December 31, 2002, the Company had net capital of $18,091, which was
$13,091 in excess of the required net capital of $5,000. The ratio of aggregate indebtedness to net capital was 6 to 1
as of December 31, 2002.

-B-




ARCHON SECURITIES, LLC
NOTES TO FINANCIAL STATEMENTS

Note 4
Employee Benefit Plan

The Company maintains a defined benefit retirement plan (the "Plan”) covering substantially all of its full-time
employees. Participants accrue a benefit each year equal to 2.35% of their annual compensation (maximum of 28
years accrual). The Plan is a single employer plan. Plan assets are invested in corporate debt and equity securities.
The Company contributes to the Plan an amount sufficient to meet Employee Retirement Income Security Act
(“ERISA”) funding standards. The following table sets forth the change in benefit obligations, the change in plan assets,
the funding status of the plan and amounts recognized in the accompanying financial statements at December 31,
2002. :

Pension
Change in benefit obligation:
Benefit obligation at beginning of year $ 599,265
Service cost 186,346
Interest cost -
Plan participants' contributions -
Actuarial gain 208,196
Benefits paid -
Benefit obligations at end of year $ 993,807
Change in plan assets:
Fair value of plan assets at beginning of year $ 506,915
Actual return on plan assets (67,457)
Employer contributions -
Plan participants' contributions 186,346
Benefits and expenses paid -
Fair value of plan assets at end of year $ 625,804

The plan is currently funded. Pension expense for the years ended December 31,
2002 is $186,346.

The assumptions used in determining the projected
Benefit obligation for the plan was as follows:

Discount rate for obligations 5%

Expected return on plan assets 5%

Average salary increases $ -
-7-



SUPPLEMENTAL INFORMATION
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SCHEDULE I

ARCHON SECURITIES, LLC
COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1 OF THE
SECURITIES AND EXCHANGE COMMISSION
AS OF DECEMBER 31, 2002

Net Capital
Total members' equity 5 18,091

Aggregate indebtedness:

Accrued commissions - related party $ 1,024
Minimum Net Capital Requirement $ 5.000
Amount in Excess of Minimum Net.Capital S 13091
Ratio: Aggregate Indebtedness To Net Capital 6 to 1

Reconciliation with Company's Computation:
No material differences exist with the Company's computation



SCHEDULE |
ARCHON SECURITIES, LLC
COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1 OF THE

SECURITIES AND EXCHANGE COMMISSION
AS OF DECEMBER 31, 2002

Net Capital
Total members' equity

Aggregate Indebtedness:
Accrued commissions - related party

Minimum Net Capital Requirement
Amount in Excess of Minimum Net Capital

Ratio: Aggregate Indebtedness To Net Capital

18,091

1,024

5,000

13,081

6to1



SCHEDULE Ii

ARCHON SECURITIES, LLC
INFORMATION RELATING TO POSSESSION OF CONTROL REQUIREMENTS
UNDER RULE 15¢3-3 OF THE SECURITIES AND EXCHANGE COMMISSION
AS OF DECEMBER 31, 2002

Customers' fully paid securities and excess margin securities not in the
respondent's possession or control as of the report date (for which
instructions to reduce to possession or control had been issued as of
the report date) but for which the required action was not taken by
respondent within the time frames specified under Rule 15¢3-3.

Number of items

Customers' fully paid securities and excess margin securities for which
instructions to reduce to possession or control had not been issued as
of the report date, excluding items arising from "temporary lags which
result from normal business operations" as permitted under Rule 15¢3-3.

Number of items
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