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OATH OR AFFIRMATION

, N Tmany KELLY. , swoar {oraffiam) that, to the

best of my knowlgdge and belis! the accompanying financisl statements and supporting schadules partaining to the firm of
MAST SERVICES LLC

as of
__31" December 2002, are truc and correct. | turther swear (oeaffitm) that naither the company nor any partner, proprietor,
principal sfficer or dirretor has any propratary intersst in any account classifiod ecley as that of a cusiomer, except a8
Tollows:

{ 35 PICCAOILLY #
LONDON

.

Public
oML FACETT
€ whemnar Vi of Lo~den, Fnglend
| L SO Wi e

This repart®™ contains (cheql;%?f appiicanis boxes):

& (a) Facingpage.
G () Statement of Financial Condttion.
B2 (¢) Statement of income (Lose).
T (d} Statement of Changes in Financial Congitian.
3@ (¢} Statement of Changes in Stockheiders’ Equity or Panners’ or Sole Prepristor's Capital.
O (f) Statement of Changes in Liabilities Subordinaied to Giaims ar Creditars.
&2 (g) Computation of Nst Capital.
Q {(h) Computation far Determinstion of Reserve Requitements Pursuant to Ruls 15¢3-3.
O () Information Relating to the Pessession or Gontrel Requirements Under Rule 15c8-3.
8 (i) ARecencliation, including appropnate explanation of the Computation of Net Cepital Undor Rule 15¢3-3 and the
i Computation for Detenmination of the Reserve Requiremerts WUndesr Exhibit A or Aulo 15¢3-8.
O (K ARacanciliation bstween the auaited and unaudited Statements of Financial Condition with respect te methods of con.
solidation. :
B () AnOathor Attirmailon. :
Q (m) Acopyofthe SIPC Supplemental Repon.
Q {(n) A report dascribing any marterial inadequacies found to gxist or found to have exdsted eince the date of the previous audt.
T (o) Sehedule ot Segregation Requiremants and Funds in Segregation for Customorz Trading on U.S. Commedity Exchangae.
O (p) Statement of Secured Amount and Funds Hald in Ssparate Accounts for Foreign Futures and Options Customers Pursuant te

Commission Reguiation 30.7.

“For conditions of confidential treatmert of certain pertions of this filing, see section 240.17a-5(e)(S).
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Report of Independent Auditors

The Board of Directors of
MAST Services LLC

We have audited the accompanying statements of financial condition of MAST Services
LLC (the Company) as of December 31, 2002, and the related statement of operations,
changes in stockholder’s equity, and cash flows for the year then ended. These financial
statements are the responsibility of the Company’s management. Qur 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. 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 financial statements referred to above present fairly, in all material
respects, the financial position of MAST Services LLC at December 31, 2002, and the results
of its operations and its cash flows for the year then ended, in conformity with accounting
principles generally accepted in the United States.

Our audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The supplemental information is presented for purposes 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 our 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.

St ¥ LLP

February 21, 2003




MAST Services LLC
Statement of Financial Condition

December 31, 2002

Assets

Cash $227,698
Receivables from clients 54,448
Prepaid expenses , 1,005
Total assets $283,151

Liabilities and stockholder’s equity

Liabilities:

Accounts payable and accrued expenses § 56,253

Due to affiliates 8,000

65,253

Stockholder’s equity:

Member’s equity 685,000

Accumulated deficit (467,102)
Total stockholder’s equity 217,898
Total labilities and stockholder’s equity $283,151
See notes to financial statements.
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MAST Services LLC
Statement of Operations

Year ended December 31, 2002

Revenues
Consulting fees
Interest income
Total revenues

Non-interest Expenses
Compensation and benefits
Professional fees
Occupancy

Travel

Other

Total non-interest expenses

Net loss

See notes to financial statements.

$ 458350
11,470

469,820

530,228
153,674
145,173

50,187
129,240

1,008,502

3 (538.682)
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MAST Services LLC
Statement of Changes in Stockholder’s Equity
Year ended December 31, 2002
Members’ Retained
Capital Earnings Total
Balance at December 31, 2001 $685,000 $ 71,580 § 756,580
Net loss (538,682) (538,682)
Balance at December 31, 2002 $685,000 $(467,102) $217,898

See notes to financial statements.




MAST Services LLC
Statement of Cash Flows

Year ended December 31,2002

Operating activities
Net loss
Adjustments to reconcile net income to net cash
used in operating activities:
Changes in assets and liabilities:
Decrease (increase) in operating assets:
Receivables from clients
Receivables from affiliates
Prepaid expenses
Decrease in operating liabilities:
Accounts payable and accrued expenses
Due to affiliates
Net cash used in operating activities

Decrease in cash
Cash at beginning of year

Cash at end of year

See notes to financial statements

$(538.682)

261,254
371,959
(1,005)

(194,846)
(56,133)

(157,453)

(157.453)

385,151

$227,698




MAST Services LLC

Notes to Financial Statements

December 31, 2002

1. Summary of Significant Accounting Policies
Organization and Basis of Presentation

MAST Services LLC (the Company) is an introducing brokerage and investment banking
firm. The Company 1s engaged primarily in providing advisory and underwriting services
and is registered as a broker and dealer in securities under the Securities Exchange Act of
1934. The Company is a wholly owned subsidiary of MAST Global Limited (the Parent).
All client revenues to date arise from advisory services

The preparation of the financial statements in conformity with accounting principles
generally accepted in the United States requires management to make estimates and
assumptions that affect amounts reported in the financial statements and accompanying
notes. Management believes that the estimates utilized in preparing its financial
statements are reasonable and prudent. Actual results could differ from these estimates.

Revenue Recognition

The Company recognizes revenue as professional services are provided to clients.

Concentrations of Credit Risk

Financial instruments that subject the Company to credit risk consist of accounts
receivable. The Company’s risk with respect to accounts receivable is minimized by the
credit worthiness of the Company’s clients. The Company performs periodic credit
evaluations of its clients’ financial condition and generally does not require collateral.
Three clients accounted for 49%, 33% and 15%, respectively, of the Company’s revenue
in 2002.

2. Income Taxes

The Company is treated as a partnership for federal and state income tax purposes.
Therefore, all items of income, expense and tax credits are passed through to the
individual members. '




MAST Services LLC

Notes to Financial Statements (continued)

3. Net Capital Requirements

The Company is subject to the net capital requirements of the New York Stock
Exchange, Inc. and the Uniform Net Capital requirements of the Securities and Exchange
Commission (the Commission) under Rule 15¢3-1. The Exchange and the Commission
requirements also provide that equity capital may not be withdrawn or cash dividends
paid if certain minimum net capital requirements are not met. At December 31, 2002, the
Company had net capital of $162,445 that was $§157,455 in excess of its required net
capital of $5,000.

4. Commitments and Contingencies

The Company leases office space and various types of equipment under short-term leases
with 30-day notice requirements. Rent expense was $98,610 for the year ended December
31, 2002.

5. Benefits

The Company participates in a 401(k) plan covering substantially all of its employees
that is operated by Monitor Company Group Limited Partnership (MCGLP), a
stockholder of the Parent. The plan includes employee contributions and discretionary
contributions by MCGLP subject to certain limitations.

6. Related Party Transactions

In 2001, the Company loaned $367,052 to MAST International Limited (MIL). MIL is
also a subsidiary of the Parent and certain employees of the Company are directors of
MIL. During 2002, the Company received repayment of the original loan and
accumulated interest of $16,377, resulting in full repayment of the loan balance as of
December 31, 2002. '

In addition, the Company paid $148,654 to MCGLP during 2002 for rent, rental
arrangements for various furniture, fixtures and leasehold improvements and office
services. The Company recognized revenues of $220,000 for services provided to
MCGLP for their clients. As of December 31, 2002, the Company had a net amount due
to MCGLP of $9,000.
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MAST Services LLC

Computation of Net Capital Pursuant to Rule 15¢3-1

December 31, 2002

Computation of net capital

Total stockholder’s equity $217,898
Total regulatory capital $217,898

Deductions and/or charges:
Nonallowable assets:

Receivables from clients $ 54,448
Prepaid expenses 1,005
Total deductions and/or charges 55,453
Net capital before haircuts on securities positions 162,445

Haircuts on securities -
Net Capital $162,445

Computation of basic net capital requirement
Minimum net capital required (6-2/3% of

aggregated indebtedness) $ 4,350
Minimum dollar net capital requirement ¥ 5000
Net capital requirement (greater of above amounts) § 5,000
Excess net capital $157,445

There were no material differences between the audited Computation of Net Capital included
in this report and the corresponding schedule included in the Company’s amended unaudited

December 31, 2002 Part [I4 FOCUS filing on January 14, 2003.




MAST Services LLC

Statement Regarding Rule 15¢3-3

December 31, 2002

The Company is exempt from Rule 15¢3-3 of the Securities and Exchange Commission
under paragraph (k)(2)(ii) of that Rule.
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Independent Auditors’ Supplementary
Repcrt on Internal Control

The Board of Directors of
MAST Services LLC

In planning and performing our audit of the financial statements of MAST Services LLC,
(the Company) for the year ended December 31, 2002, we considered its internal control,
including control activities for safeguarding customer and firm assets, to determine our
auditing procedures for the purpose of expressing our opinion on the financial statements and
not to provide assurance on internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we
have made a study of the practices and procedures followed by the Company, including tests
of such practices and procedures that we considered relevant to the criteria stated in
Rule 17a-5(g) in the following:

1. Making the periodic computations of aggregate debits and net capital under Rule 17a-
3(a)(11) and for determining compliance with the exemptive provisions of rule 15¢3-3.

2. Making the quarterly securities examinations, counts, vertfications and comparisons, and
the recordation of differences required by Rule 17a-13,

3. Complying with the requirements for prompt payment for securities under Section 8 of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System,

The management of the Company is responsible for establishing and maintaining internal
control and the practices and procedures referred to in the preceding paragraph. In
fulfilling this responsibility, estimates and judgments by management are required to
assess the expected benefits and related costs of internal controls 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 SEC’s above-mentioned criteria. Two of
the criteria of internal control and the practices and procedures are to 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 that transactions are executed in accordance with management’s
authorization and recorded properly to permit the preparation of financial statements in
accordance with accounting principles generally accepted in the United States.
Rule 17a-5(g) of the SEC list additional criteria of the practices and procedures listed in
the preceding paragraph.

12
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Because of inherent limitations in any internal control or the practices and procedures
referred to above, misstatement due to errors or fraud may occur and not be detected.
Also, projections of any evaluation of internal control to future periods are subject to the
risk that internal contro] may become inadequate because of changes in conditions, or
that the effectiveness of their design and operation may deteriorate.

Our consideration of intermal control would not necessarily disclose ail matters in internal
control that might be material weaknesses under standards estabiished by the American
Institute of Certified Public Accountants. A material weakness is a condition in which
the design or operation of one or more of the specific internal control components does
not reduce to a relatively low level the risk that errors or fraud 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 internal control, including
control activities for safeguarding customer and firm assets, and its operation that. we
consider to be material weaknesses as defined above.

We understand that practices and procedures that meet the criteria referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934 and that practices and procedures that
do not meet such criteria 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 SEC’s criteria.

This report is intended solely for the information and use of the Board of Directors,
management, the SEC, the New York Stock Exchange, Inc., the Chicago Board of Trade, and
other regulatory agencies that rely on Rule 17a-5(g) under the Securities Exchange Act of
1934 in their regulation of registered brokers and dealers and is not intended to be and should
not be used by anyone other than these specified parties.

Eanct ¥ LLP

February 21, 2003
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