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Information Required of Brokers and Dealers Pursuanﬁ to.Section 17 of the
Securities Exchange Act of 1934 and Rule 17a-5 T]{ereunder

REPORT FOR THE PERIOD BEGINNING 1/1/03 AND ENDING / 12/31/03
MM/DD/YY MM/DD/YY

A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER: _ » OFFICIAL USE ONLY
CEROS BROKER SERVICE, INC. 37869
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) FIRM 1.D. NO.

17 MONSIGNOR O'BRIEN HIGHWAY
(No. and Street)

E. CAMBRIDGE MA ’ 02141
(City) (State) (Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT

MICHAEL D, KOPPEL,, CPA 781-407-0300
(Area Code ~ Telephone Number)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

GRAY, GRAY & GRAY, LLP

(Name — if individual, state last, first, middle name)

34 SOUTHWEST PARK WESTWOOD MA 02090

(Address)- (City) (State) (Zip Code)
CHECK ONE: , ESSED
X1 Certified Public Accountant ' PROC
O Public Accountant MAY 13 2004

[J Accountant not resident in United States or any of its possessions. ' gﬁﬁ GEON

FOR OFFICIAL USE ONLY

*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
must be supported by a statement of facts and circumstances relied on as the basis for the exemption. See Section 240.17a-5(e}(2)
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OATH OR AFFIRMATION

L, MARK HAUSMAN , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
CEROS_BROKER _SERVICE, TNC , as

of DECEMBER 31 ,20 03 | are true and correct. I further swear (or affirm) that

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

%/Q/Mm\\

Signature

//fﬁ///@/?//

Title * ‘
% 8 i! AMAMAAMAAALSGAAAAAAAAALAAASLAZ
S

Notary Public HO&?ZRS gut'i(lll\cRP
/ My Commission Expires
January 9, 2009

MAAAAAAAAAALLALLALAALALAAALAL AL

This report ** contains (check all applicable boxes):
} (a) Facing Page.
(b) Statement of Financial Condition.
(c) 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 Claims of Creditors.

6%
X
X
X
X
X
@ (g) Computation of Net Capital.
=X
O
5
O
O
O
a

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

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(i3 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 Financial 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.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form
X-17A-5

OMB APPROVAL
OMB Number: 3235-0123
Expires: October 31, 2004
Estimated average burden
hours perresponse...... 12.00

FOCUS REPORT

(Financial and Operational Combined Uniform Single Report)

PART Il

(Please read instructions before preparing Form.)

This report is being filed pursuant to {Check Applicable Block(s)):
1) Rule 172-5(a) (X _[16] 2) Rule 17a-5(0) [__[17]

4} Special request by designated examining authority -

) Rule 17a-11 {18
5) Other

NAME OF BROKER-DEALER SEC FILE NO.
' . 8~-47955 [18]
CEROS BROKER SERVICE, INC. FIRM 1.D. NO.
) . 13 l '
ADDRESS OF PRINCIPAL PLACE OF BUSINESS (Do Not Use P.0. Box No.) 37869 ] 15 I
_ FOR PERIOD BEGINNING (MM/DD,
17 MONSIGNOR O'BRIEN HIGHWAY ) NG (MMDDNYY)
EAST (No. and Street) 1/1/03 24
AND ENDING (MM/DDAYY)
CAMBRIDGE MA 02141
i [ 21] [22] , [28]  15/31/03
{City)  (State) {Zip Code) [25 ]

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT

(Area Code) — Telephone No.

. MICHAEL D. KOPPEL, CPA [ 781-407-0300 31|
NAMES OF SUBSIDIARIES OR AFFILIATES CONSOLIDATED IN THIS REPORT: OFFICIAL USE
[33
[34] [35]
37
[ 39 |
!_ : —‘l DOES RESPONDENT CARRY ITS OWN CUSTOMER ACCOUNTS? YES [ 40 NO I X
I CHECK HERE IF RESPONDENT IS FILING AN AUDITIED REPORT
EXECUTION:
The registrant/broker or dealer submitling this Form and its attachments and the person(s) by
whom it is executed represent hereby that all information contained therein is true, correct and
complete. It is understood that all required items, statements, and schedules are considered
integral parts of this Form and that the submission of any amendment represents that all
unamended items, statements, and schedukes remain true, corréct and complete as previously
submitted. .
Dated the _, }7 , day of /(ZJ}—C& 20 ﬂ:z
Principal Financial Qfficer or Partner
3) :
Principal Operations Officer or Partner
ATTENTION — Intentional misstatement or omissions of facts constitute Federal
Criminal Violations. (See 18 U.S.C. 1001 and 15 U.S.C. 78:f(a))
L ——] Persons who respond to the collection of mformatl;n contained in this

form are not required to respond unless the form displays a currently valid

OMB control number.

SEC 1695 (07-02) 1 of 28



‘TO BE COMPLETED WITH THE ANNUAL AUDIT REPORT ONLY: .

INDEPENDENT PUBLIC ACCOUNT, ANT whose opinion is contained in this Report

NAME (I individual, state last, first, middle name)

"'GRAY, GRAY & GRAY, LLP °

S g

. 70
ADDRESS .. «
34 SOUTHWEST PARK N WESTWO_OD ) MA 02090
L [77] s - [72] [73] - [
_ Number and Street City - State . ZipCode
CHECK ONE~ -~ - =
FX] Certified Public Accountant FOR SEC USE
[J public Accountant 76 ]
O Accountant not resident in United States
or any of its possessions
DO NOT WRITE UNDER THIS LINE . . . FOR SEC USE ONLY
" WORK LOGATION REPORTDATE | DOC.SEQ.NO. | GARD
MM/DD/YY
50 T3] T 52| 53]
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

- SEC 1695 (07-02) 3 of 28

PART Il
SROKERORDEALER  cpROS BROKER ‘SERVICE; INC. N 2 TETIAR 100 |
STATEMENT OF FINANCIAL CONDITION ) -
as of (MM/DD/YY) 12/31/03 . 99
SECFILEND, R~47.9558 - --98
Consoaated ] | [ 198
* Unconsolidated | X 199
ASSETS )
Allowable Non-Allowable Total
. 2 § 10.605 200 : $ 10,605 [750]
2. Cash segregated in comphance thh federa! ) . T ) ’ T T Lo
and other requigtions ......0ceeee e iinenens 210 e - C e 760
3. Receivable from brokers or dealers and
clearing organizations: :
A. Failed to defiver:
1. Includable in “Formula for Reserve
Requirements” . 220
p 0 SR [230 ] [770
B. Securities borrowed:
1. Includable in“Formula for Reserve
REQUIFEMENES” ..ovevnree e e reemreremsenensens m
2. Other............ 250 780
C. Omnibus accounts:
1. Includable in"Formufa for Reserve
Requirements”...... 260
2. Other % 270 780
D. Clearing organizations:
1. Includable in“Formula for Reserve
REQUITEMENS” evrvreoeererereeroes e [ 280
2. DHRET et 103,550 290 103 550 800
E. Other .. 300 | $ 0 [ 550 |+ ’ 310
4. Recewables from customers:
A. Securities accounts:
1. Cash and fully secured accounts ...... JW )
2. Partly SECUred ACCOUNMS ...ovmorovreerceemmerrnn 320 550
3. Unsecured aCCOUMS ...o.ccevrererene e 570
B. Commodity aCCOUMS ....uooeveerrreereereenesereere s s 330 580
C. Allowance for doubtful aCCOUNtS .....cveeciirinnns VIR )1 335 [ (. ) | 580 820
5. Receivables from non-customers:
A. Cash and fully secured accounts ........cccoeeveeerne 340
B. Partly secured and unsecured accounts ............. 350 0 600 0 830
6. Securities purchased under agreements:
to resell ... et s [360] % 605 840
7. Securities and spot commodities owned, ’
" at market valug: )
A. Bankers acceptances, certificates of
deposit and COMMETTial PAPET ...vv.eveeersvunrrne 370]
B. U.S. and Candaian govemmen{
ODNGATONS ...vreereremeeremenre e retsscnsene s ssernnes [ 380
C. State and municipal govemment '
obligations | 380 I
D. Corporate obligations % 400
OMIT PENNIES




FINANGIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART II

BROKER OR DEALER CEROS BROKER SERVICE, INC.

asof 12/31/03

STATEMENT OF FINANCIAL CONDITION .

ASSETS ‘ ,
Allowable Non-Allowable

Stocks and warrans.......... . $ 410
OPIONS oovr v ssesis s sovese s bt sresenss - 420
ATDHTAGE . c..ccie et rree et ne et srenessseies 422
Other securities 424
Spon commodities . 430
8. Securmes owned not readily marketable ) ) ) o

A AtCoSt...® § [130] 40] $

—_,ISD.’“."“

610 .-

ef
(=]

=
=

860

9. Other investments not readily marketable:
A, AtCost... $ 140
B. At estimated fair VAlUE .....ccvevemmeenrer e 450

620

870

10. Securities borrowed under subordination
agreements and partners’ individual and
capital securities accounts, at market value: -
A. Exempted
.. securties..  § 150
B.. Other .. § : 160 | %o _ 460

630

880

11. Secured -demand notes-
market value of collateral:
A: Exempted
-securities..$ 170

1 890

B. Other ..§ = - 180 - ‘ - [470 [ 640]

12. Memberships in exchanges:
A, Owned, at market

B:' Owned at CoSt ivvvernnreenrrrernnns! R, ’ 7‘ » [650]

C. Gontributed for use of company,

QOb

at MArket Valle ......ccooeveoreecrecencecnnenrinens o [660] - -

13. Investment in and receivables from affiliates,

670 | e

910

sub"s'i‘diariés and associated bar‘merships . o _ 480
14. Property furniture, equxpmerrt leasehold
improvements and rights under lease '_ L
agreements: - » N . ER
At cost (net of accumulated deprecxatlon
and_amOortization)...........ovwereerereslenegeenrensnranne 490 2,505

680

15. Cther Assets:

A. Dividends and interest recewable .............. . 500

[ 630

- Free shipments .......ccoeeeeevennes C 510

700

1 710

B
C. Loans and advances .. . 520 .
D. "Miscellaneous .. M : - 15830 o 24,031

720

0 320

2,031 {90

740

$ 118,691 |94

16, - TOTAL ASSETS .. $ _114,155 [sw0]%ws 4,536

© OMITPENNEES

SEC 1695 (07-02) 5 of 28
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

- PART'II
BROKER OR DEALER CEROS BROKER SERVICE, INC. - easof 12/31/03
STATEMENT OF FINANCIAL CONDITION: ¥
LIABILITIES AND OWNERSHIP EQUITY (continued)
o AL Non-A.l.
Liabilities™ Liabilities*- Total
Liabilities - - e '
17. Bank loans payable:
A. Includable in “Formula for Reserve ) i
REQUITEMENES” .eoveevee et reersonresssscsson s $ 1030} $ 12401 $ g " | 1460
B OB et e 1040] $ 12504 8 . 0 11470
18. Securities sold under repurchase agrement.... 1260} 0. 1480
19. Payable to brokers or dealers and ' > :
clearing organizations:
A. Failed to receive:
1. Includable in "Formula for Reserve : : e
Requirements” ... 1050 1270 0 -] 1490
2. O et e 1080 1280 0 1500
B. Securities loaned:
1. Includable in “Formula for Reserve o
REGUITBIMENIS™ 1vvvoneoseereesesereesirarerssessssosnoes 1070 A 0 1510
I 11 SR AL — -~ [1080] - [1290] - 0 1520
C. Omnibus accounts:
1. Includable in “Formula for Reserve
Requirements” 1090 0 1630
2. Ot 1095} v, [1300] 0 1540
D. Clearing organizations: - -
1. includable in “Formula for Reserve }
REGUITEMENTS™ .ovsecrvverecivmsrrenseasseceresasens 1100 0 {1550
2. DM 1105 1310 0 1560
B OB et anes 1110 1320 0 1570
20. Payable to customers: _ 3
A Securities accounts-including free credits_ ‘
of it [950] 1120 R .. [1580] -
B. COMMOGHiES 2CCOUNES .....ovevevvverirmmrresricsreirees 37 1130 1330] - - -0 11590
21. Payable to non customers: oo o
A. Securities accounts 1140 13401. 0 1600
B. Commodties accounts 1150 1350 0 1610
22. Securities sold not yet purchased at market :
value-including arbitrage ’
of i 350 [1360] 0 [1620]
23. Accounts payable and accrued liabilities -
and expenses: . C
A. Drafts payable ......c.ccccoereevrieveeene - 1160 0 . 11630
B. Accounts payable 19,480 [1170 19,480 1640
C. S 260 f1180) , w266 1650
D. - RN ) [1370] 0 1660
E. Acrued expenses and other liabilities ..........c....... 1190 0 1670
P ONEN wormeeeeemsmsssesssssrmss s g 1200 [1380] 0 1680

*Brokers or Dealers electing the alternative net capital requirement method need not comgiete these columns.

OMIT PENNIES

SEC 1695 (07-02) 7 of 28



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT -
PART Il

BROKERORDEALER ~ CEROS BROKER SERVICE, -INC.

asof _12/31/03

STATEMENT OF FINANCIAL CONDITION

LIABILITIES AND OWNERSHIP EQUITY (continued)}

AL  Non-ALL

'Li’abilmes ,
24.-Notes and mortgages payable - ' ‘
A Unsecured ....... v bieeesniin s saes st s stresseseanrins $ ' 1210 ' $ - 0. 1690
B. Secured _ s 1211 $ { 13¢0] 9] 1700
25. Liabilities subordinated to claims S o ‘
of general credftors: o ' . .
A, Gash DOTTOWINGS: ..o.oeevereereseee s iienne 1400 - .0 1710}
1. from outsiders %4 $ : 970 . . ] .
2. Includes equity subordmatmn (15¢3-1 R
of.. $ 980] - : .
B. Securitles borowmgs at market value - Co ‘ . 1410 -0 1720
from outsiders. $ 990 - - )
€., Pursuant to secured demand note . Co
collateral agreements ......oveevveenee a B ', ) [1420l 0 [1730]
1. from outsiders $ . [1000 e : ' -
2. Includes equity subordmatmn (15c3-1(d))
of....... $ 1010
D. Exchange memberships contributed for ‘
use of company, at market Value-....o..onrionnns : . % [1430| 0 |1740
E. Accounts and other barrowings not' i
- qualmed for net capital purposes ... 1220 1440 0 . [1750
26. TOTAL LIABILITIES $ 19,746 1230 $ ~ 0 1145018 19,746 (1760
Ownership Equi
27. Sole Proprietorship .... 11770
28. Partnership-limited panners ... fucecieecienenn 1780
29. Corporation:
A, Preferred stock ... 1791
B. Common stock ... % 150,000 1792
C. Additiona! paid-in capital L ‘ 1793
D RELAINEH BAIMINGS w.rereereneoarose e oseesanscsssassos s ms et e 55 e s b s (51,055) 11794
E. Total........ Gevaeuesueer e nsarae s gaaseb arasensen re s e s e Ak e ban o At aRe 4L AAHE eSA bR eRee s et s e8RS e hen e e a s __9R . 945K 1795
F. Less capital stock in treasury e N )1 .1796
30. TOTAL OWNERSHIP EQUITY .3 98,945 . 11800
31 TOTAL LIABILITIES AND OWNERSHIP EQUITY ...covrerreereivninne crerrremesserensmene. 3118, 6971 l 1810] )

*Brokers o'r Dealers electing the alternativé net capital requirement method need not complete these columns.

OMIT PENNIES

SEC 1695 (07-02) 9 of 28
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT-
PART Il

BROKER OR DEALER

_CEROS BROKER SERVICE,; INC. = - - . -@sof_12/31/03. =

o

7. Other additions. and/or allowable credits. (List) -....... . 0 3630
8. Net capital before haircuts on securities positions $ Q4,409 13640
9. Haircuts on securities: (computed, where apphcable pursuant to 15c3 1) : ' ‘
A. Gontractual securities committments .. 3660
B. -Subordinated SECUNLIES BOMOWINGS .....ceiriiriieieriee et ceeie et s e 3670
C. Trading and investment securities: X : i : i
1. Bankers’ acceptances, certificates of deposit and commercial paper ... ' 13680
2. U.S. and Canadian government obligations.................... | 3690
3. State and municipal govemmem obllgatmns : ) 3700
4. (Corporate obligations... 3710
- 5. Stocks and warrants 3720
-6.- Options ... 3730
7. Arbitrage ...... . 3732
8. Other securities... 2. 000 13734 S .
D. Undue Concentratlon . RS, reeleremenes i j 3650 ' ‘
E. Other (List) 3736 (. 2. 000 )3740]
10, NBL CADIAD oot s sv et cevara e es s et e e st es e s s snesen s asenes s ssssressasenssssnss b snssrensrninss D 92,409 3750
OMIT PENNIES
~

B oo

COMPUTATION OF.NET CAPITAL

Total ownership equity from Statement of Financial Conditon - item 1800 ....
Deduct Ownership equity not allowable for Net Capital ..

Total ownership equity qualified for Net Capital ......
Add:

A. Liabilities subordinated to claims of general creditors allowable in computation of net capital ...
8. Other (deductions) or allowable credits (List) ........ccevervcrrereenee
Total capital and allowable SUDOTINALEA HADIMHES ........vveveee e et ettt e e rem bt O
Deductions and/or charges:- Co
A. Total nonallowable assets from

e $

Statement of Financial Condition (NOtES B a1 G) ..o $ 27 D 36 [3540
1. Additional eharges for customners’ and
NON-CUSIOMENS' SECUMLY AECOUMES ..vvcoereversreesvensaesssenessenscssssnssseesssssssstesarasesessessesensencss § 3550

2. Additional charges for customers’ and

non-customers’ COMMOMY ACCOUMS ....ccvvervierree s ereienersess s esssesesessesesmeesecssassssense 3560
B, AQEA TAHHO-GRIIVET oot st e ettt st sss s st I 3570] -
1. Number of items v [3450] )
C. Aged short security differences-less -
" reserveof .. [OOSR 3460 % 3580]
number of xtems - 3470 -
D. Secured demand note deficiency ... - . 13590
E. Commodity futures contracts and spot commodmes
- proproetary capital charges... . 3600
F.  Other deductions and/orcharges ................. v 3610
G. Deductions for accounts carried underRuIe 15¢3-1(2)(6), (2)(7) and (C)(2)(X) weerevereererreverees 3615

H. Total deductions and/or charges

98 945 3480
_ —)[.3490
98,045 _[350
0. 350
0 3525

¢ 4,536 - 3620

SEC 1695 (07-02) 11 of 28



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART I

BROKER OR DEALER  CEROS BROKER SERVICE, INC. . : _ “asof _12/31/03

- COMPUTATION dF BASIC NET CAPITAL REQUIREMENT '

PartA

11. Minimum net capital required (6%,% of line 19)

12. Minimum dollar net capital requirement of reporting broker or dealer and mlmmum net capltal reqmremen
of subsidiaries comptted in accordafice with Note (A) ...

13. Net capital requirement (greater of line 11-or 12)

14. Excess net capital (fine 10 less 13) ...

15. Excess net capnal at 1000% (Ime 10 less 10% of Ime 1

¢ 1,317 3756

5,000 ~ 13758
5,000 3760
87 A0S 3770
90,434 (3780

COMPUTATION OF AGGREGATE INDEBTEDNESS

16. Total A.l. liabilities from Statement of Financial Condition e e e $ 19  "7 A& 3750
17. Add: . —

A Drafts for ;mmedlate credit ... ‘ ' ' SR 7 3 - 3800
B. Market value of securities burrowed for wh|ch no equwrlem valug .

is paid or credited... . $ 3810 .

C. Other unrecorded amounts Uist) .. ; e § N 3820) $ 0 3830
18. Deduct: Adjustment based on deposits i m Spemal Reserve Bank Accounts (1 5c3 1( )( )(vii)) $ . 3838
19. Total aggregate incebtedness . $ 19,746, . 13840
20. Percentage of aggregate indebtedness to net capital (line 19 + by Ine 10) ......................................................................................... % 21 T q 7% 3850

21. Percentage of aggregate indebtedness to net capital affer anticipated capital withdrawals

{iine 19 + by line 10 less ltem 4880 page 25) .... 21.27% [3853

COMPUTATION OF ALTERNATE NET.CAPITAL REQUIREMENT
Part B
22. 2% of combined aggregate debt items aé _s;hown in Formul‘a for Reserve Requirements pursuant to Rule 15¢3-3

prepared as of date of the net capital computation including both brokers or dealers and consolidated subsidiaries’ debits .............. 58, | 3870[
23. Minimum dollar net capital requirement-of reperting broker or dealer and minimum net capital requirement of )

subsidiaries computed in accordance with Note (A) 3880
24. Net capital requirement (greater of line' 22 or 23) ... 3760
25. Excess net capital (line 10 less 24) ... 3910
26. Percentage of Net Capital to Aggregate Debts (line 10 + by line17 page 8) ... e bt en s e e s 3851
27. Percefitage of Net Capital, after anticipated capital withdrawals, to Aggregate Debl‘{s . : : )

{line-10 less item 4880 page 11 < by line 17 page 8) e ne s eb et S b AR s Ra et ab s A s e s ek s ena s RO bR b bt be e % 3854
28. Net capital in excess of the greater of: . :

A. 5% of combines aggregate debit items 0 $120,000 ...t s .3 [0

o OTHER RATIOS

Part C
29. Percentage of debt to debt-equity total computed in accordance with Rule 15¢3- S1(0) e N % - v ] 3860]
30. Options: deductions/Net Capital ratio (1000% test) total deductions exclusive of qumdatmg equrty under : . . :

Rule 1503 -1(a){6), (a){7) and {c ( N2)X) 5 NBECAPHA oocvereenerece sttt e b bbog i ensme b sas s asass % - 3852]

' NOTES:»-—

(A) The mmlmum net capital requxrement should be computed by adding the minimum doflar net capital requirement of the reporting broker dealer and, for each
subsidiary 1o be consolidated, the greater of;
1. Minimum doliar net capital requirement , or ="~
2. %% of aggregate indebtedness or 2% of aggregate debits if altenative memod is used

(B) Do not deduct the value of securities borrowed under subordination agrements or sectred demand notes covered by suburdmatlon agrements not in sattsfactory form
and the market values of memberships in exchanges contributed for use of company (contra to item 1740) and'partners’ securities which were included in non-atlowable
assets.

(C) For reports filed pursuant to paragraph {d) of Rule 17a-5, respondent should provide a list of material non-aliowable assets.

SEC 1695 (07-02) 13 of 28
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~ 20. Excess of total debits over total credits (Ii'ne 19 less line ﬁ)

FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT-

PART Il

BROKER ORDEALER  CEROS BROKER SERVICE, INC.

12/31/03

COMPUTATION FOR DETERMINATION OF RESERVE REQUIRTEMENTS
FOR BROKER-DEALERS UNDER RULE 15¢3-3
(See Rule 15¢3-3, Exhibit A and Related Notes)

CREDIT BALANCES
1. Free credit balances and other credit balancesin customers’ security ] e
accounts (see Note A, Exhibit A, RUle 1503-3) oo.oovorereremerrmrsss e eesenaessseresseren T $ - 143401
2. Monies borrowed collateralized by securities camed for the accounts of . s
CUSTOMErS (528 NOLE B). ..oc.oeeecererecee oo cnssressrneranns ‘[4350| ..
3. Monies payable against customers' securities loaned (see Note C) 4360
4, Gustomers’ secufities failed to receive (S88 NOTE D) v vvereevecssvoesecosssmmsssssss s ssssssssnesisnne 4370
5. Credit balances in firm accounts which are attributable to principal sales to customers ..., 4380
6. Market value of stock dividends, stock splits and similar dismbuﬁohs'receivabie'outstandi'ng
OVer 30 CRIBNGAT B2YS .vovvvsmeecnsemssivrisssbersssasmimmsmsinsnseresiss st ssssssassssasmsssmsssinssssssssssons S 4390
7. **Market value of short security count differences over 30 calendar days old .................o... - 4400
8. **Market value of short securities and credits {not to be offset by logs or by . ‘
debits) in all suspense accounts over 30 calendar days .. - o W ‘
8. Market value of securities which are intransfer in excess of 40 calendar days and nave not been ’
confirmed to be in transfer by the transfer agnet or the issuer during the 40 days ... : Lo B 4420
10, OHET {LISE) wevvrieereanseevcanes cevrmersssssmesssssmsismssrssessessensesssisses . 0. 4425
11. TOTAL CREDITS et st i :
DEBIT BALANCES
12. **Debit balances in customers’ cash and margin accounts excluding unsecured accounts and .
accounts doubtful of collection net of deductions pursuant to Note E, Exhibit A, Rule-15¢3-3....... $ 4440
13. Secuiities borrowed to effectuate short sales by customers and securities borrowed to make
delivery on customers' securities failed 10 AelIVEr...........ccovvvercrreeeec e serene 4450
14. Failed to deliver of customers’ securities not older than 30 calendar days ............... i 4460
15. Margin required and on depos'rt with Options Clearing Corporation for ali aption contracts o
written or purchased in customer accounts (see Note F) e s 4465
16 OHhET (LISE). crrerecreseverrresemneerecnsenrsnenn : " 0 4469

17. **Aggregate debit items - :
18. **Less 3% (for altemative method onty-see Rule 1563-T(((8)() -.rvvvvvevvvnememrecscsr et s
19, FFTOTAL 1403-3 DEBITS .oooosroresoevremssssmseremsses beesesssssesssssesssssessss st sssasss s s ssssessbe s sssssss e

RESERVE COMPUTATION

21. Excess of total credits over total debits (line 11 185S N8 19} wcvvuvuevemieericreiiemriee s sresnne
22. f computation permitted on a monthly basis, enter 105% of excess of total credits over tota! debits ..

v,
T}

23. Amount held on deposit in “Reserve Bank Account(s),” including value of qualified securities, at end of reportmg period ...,

" 24. Amount of deposit (or withdrawal) including

$ - - {4515} value of qualified securities... R e
25. New amount in Reserve Bank Accoum(s) after adding deposit or subtractmg wmdrawal including :
$ : 4525 ] value of qualified securities ..

26. Date 0f depOSH (MIMDDYY) ..o.eecccenircriinetisesrnrersnicssnsssncsssnssssssarsorassrsessasssessasssmsesesssses sesssessssssasmsenens

. FREQUENCY OF COMPUTATION ' I . .
27. Daitys [4332) Weekly f4333} Montnly [4334] h

** Inthe event the Net Capital Requirement is computed under the altemanve method thxs “Reserve Formuta® shall be prepared in.

accordance wﬂh ‘the’ requurements of paragraph (f) of Rule 15¢3-1.

0 4470

)| 4471

.0 44

4480

4490

4500

4510

[ 4520

0 4530 . ..

454D
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PART Il - FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

BROKER OR DEALER . For the period (MMDDYY) from1 /1 /0 932012 /31 /0 33933
~ - - CEROS BROKER SERVICE,INC. * Number of months inciuded in this statement 12 3931
STATEMENT OF INCOME (LOSS)
REVENUE
1. Commissicns: L ‘
a. Commissions on transacnons in listed equnty secun’ues executed on an exchange -% 111,248 3935
b. Commissions on transactions in exchange listed equity securities executed over- the—coumer.....,......... - 3937
c. Commissions on listed option rANSACHONS ......ovveeereerieeessrerere s e se st ssaerseasesee s . . 11 '7 331 3938
d. Al other securities commissions R’% 494 3939
e. Total securities commissions .. 31 ') 0723 3940
2. Gains orlosses on firm securities tradmg accounts
" a. From market making in over-the-counter equity securities . [ 3941
. . 1. Includes gains or (losses) OTC market making in exchange hsted equuty securmes
b. From trading in debt securities ., ; 3944
ct. From market making in op'nons on a na’nona‘ securities exchange 3945
" d. "From all offer trading 3949
&. Tofal gains or {losses).. 3950
3. Gains or losses on firm securities mvestmem accounts
2. Includes realized gains (losses) ...
b. Includes unrealized gains (losses)
c. Total realized and unrealized gains (oses) .......... % 3952
4. Profits or {losses) from underwriting and selling groups .. : 3955
~a. Includes underwriting incomie from corporate equity securmes
5. Margin interest ....... eeeeerste st e -1 3960
6. Revenue from sale of |nvestment company shares i . 3970
7. Fees for account supervision, investment advisory and admmlstranve SBIVICES coovevcomsners i 14,653 3875
8. Revenue from research services ........ . 3380
G, COMMOUILIES TEVEMUE ....ovoevrsesrecervssieetreessssnsrssnns ST SO, et aies i s 3990
10: Other revenue related to secunnes DUSINESS cuenreeeererrrveerriaesise e etvenmsesessa e es b sbemee e sens b s st e s s ebi s sndnenansanesesebasse s et aben s s sen et annan st ssnans % 3985
11. Other revenue.. {17) . 3995
12. Total revenue.... 326,700 4030
EXPENSES )
13. ReQiStered repreSEMAtive’s COMPERSANION ...v.vuun.ioisievcerl s eressesssssstessesas s essssssssss s e nssss s ssea s e s $ 4110
14. Glerical and adminiStrative EMPIOYEES" EXPENSES .......cvcrceerieirissseisesrsesssesssessaresesssras s sesss s sa e setsnts st senae bt s emen b sasaasaneasen s entacs 4040
_ 15, Salaries and other employment costs for general partners, and voting stockholder officers 27,200 4120
a. Includes interest credited to General and Limited Partners capital accounts ....... R '
16. Floor brokerage paid to certain brokers (see.definition) ... " : - 4055
17. Commissions and clearance paid to all other brokers (see deﬂnmon) . % _182,866 4145
18. Clearance paid to non-brokefs (see definition) 4135
18. CommUNICALIONS vuuveeeeevreereecrenene o 4060
20. Occupancy and equipment Costs .......... 14080
21, PrOMOtORE! COSTS .vvvvvrrcerrvsemsersessssnnn . I 4150
22, Interest expense ..... ! et esen et bRt reRets s N R L 1S
a. Includes interest on dccounts subject to subordination agreements ..... T4070] v )
23, LoSSES iN ET0r ACCOUME ANG DAT GEDIS ...vvv.vceerrerrecrercerscaeessriaesseensaressesesensssessssssstses asssssssessssascbennsraseesssssssanscssassasssssentsossan enssassonssos 4170
24, Data processing costs (including service bureau serviceé charges) R, A 4186
25, NON-TECUITING CHAIGES ...orveveeeere s eeeecres s essemseeeeereseee 4180
26. ReQUIALONY TEES BNT BXPENSES .......oeeeerrerrareaiesie e eessesesseesessssnsssessasssssossssesssessssonssssssssssssearesesssbmsesesesses e sesas eassessssannbantassasassesssessssen 4195
27, OHhET EXPBMSES ...eoverceeieeereenmrerisstcesesesseesassse s sscesanseesmasesssseosses st sansanss e5s st abas s ar 82 st be s 812825 eeb st me et s s a s e 4100
28. Total EXPENSES ccvevveerrnmerenerene 4200
NET INCOME o
29. Income (foss) before Federal income taxes and items below (Item 12 1855 HEM 28) ...o..eu.cveessreeermrecsermnnen s sseenaesssesssesessassinsoses (11,823) 4210
30. Provision for Federat income taxes {for parent oniy).... et et as e e ook eb e e b ) 4220
31. Equity in eamings (losses) of unconsolidated subsndlanes not mcluded above ....... . . % 4222
2. After Federal inCOME 1aXES OF ...ovvv it enens . ] 4238[ )
32. Extraordinary gains (losses)......... 4224
a. After Federal income taxes of
33. Cumulative effect of changes in accounting principies ...........cc.... . " 4225
34, Netincome (loss) after Federal income taxes and extraordinary MBMS .......c.cvvrrvermemmmnssseesresenvanaes 4230
MONTHLY INCOME
4211

35. income (current month only) before provision for Federal income taxes and extracrdinary BEMS ... cemeremseermencesneessrssssssennnssssins 9
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
“PARTIl '

BROKERORDEALER  CEROS BROKER SERVICE, INC. 0 12/31/03. .

COMPUTATION FOR DETERMINATION OF RESERVE REQUIRTEMENTS ... .. ">
FOR BROKER-DEALERS UNDER RULE 15¢3-3 (continued) - = &% B

EXEMPTIVE PROVISIONS . . _
28. 1f an exemption fromRule 15¢3-3 is claimed, identify below the section upon which such exemption is based (check only one)

A (K){1) — $2,500 capital category as per Rule 15¢3-1 .. . .| 4550
B. (K){2}{A) — "Special Account for the Exclusive Benefit of customers mamtamed P " ] 4560
C. (K)2)(B)— Al custcmertransactlons cleared through another broker-dealer on afuIIy disclosed basis. ) ) } I A o
Name of clearing firm% _SEC 17574 v . [4335}: = .o X 4570
D. (K)(3) — Exempted by order of the Commission..... crevennreneetenss R Lo | 4580

: - Information tor Passession or Gontrot Requirements Under Rule 15¢3-3

State the market vajuation and number of otems of: :

1. Customers’ fully paid securities and excess margin securities not in the resbnndent s possesion 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 frame specified under Rul 15¢3-3. Notes A and.B ... 5 .| 4588
A. Number of tems.... , . ; 4587) -
2. Customers fully paid securitiés and excess margin securities for whlch mstmctmns o reduce possessmn or control'had not o
been issued as of the report date, excluding items arising from temporary Iags whlch result from normrial busmess operanons LT _
as permitted under Rule 15¢3-3. Notes B, C and D ................. oot bt e e o an e $ , 4588
A. Number of items ...... eersest e ' s 4589
a o o , . _ OMIT PENNIES
3. The systern and 'procedures utilitzed in complying with the requirement to maintain physical possession or controf of
"customners’ fully paid and excess margin securities have been tested and are function'ing in a manner adequate to ) :
1Ufill the reqUIEMENLS OF RUIE 1563-3 ...coovevee oo Yes [4584] No - [4585]-

NOTES

A—Do not include in item one customers’ fully paid and excess margin securities reqmred by Rule 15¢3- 310 bein possession or controI but for which no actlon was
required by the respondent as of the report date or required action was taken by respondent with the time frames specified under Rule 15¢3-3. .

B— State separately in response to items one and two whether the securities reported in response thereto were subsequentty reduced to: possesscon or control by the
respondent.. . - ’

C—Be sure to inciude in.item two only iterns not arising from “temporary lags which result from nommal business operations” as permitted under Rule 15c3~3

D— Item twa must be responded to only with report which is filed as of the date selected for the broker’s or dealer's annual audit of financial statements, whethier Q_r.n’ot'su(:h' .
date is the end of a calendar quarter. The response to item two should be filed within 60 calendar days after such date, rather than with the remainder of this repo'r; This ‘}
information may be reqiiired on a more frequest basis by the Commission o the designated exémining authority. in-accordance with 'Rule.17a-5('a)(2)0v). ’

- . _ SEC 1695 (07-02) 19 of 28



FINANCIAL AND OPERATIONAL-COMBINED UNIFORM SINGLE REPORT

PART Il
PROKERORDEALER - CEROS BROKER SERVICE, INC. - wol 12/31/03
" SCHEDULE OF SEGREGATION REQUIREMENTS AND FUNDS IN SEGREGATION
‘ 'CUSTOMER’S REGULATED COMMODITY FUTURES ACCOUNTS
SEGREGATION REQUIREMENTS
1. Net ledger balance: o
A, Cash... e SO SRV 7010
8. Secunt»es (at market) ; : 7020
2. Net unrealized proﬁt (Ioss) in open futures contracts traded on a contract mamet 7030
3. Exchange traded options:
A Add: Market Value of an open option contracts purchased on a contract market 7032
B. Deduct: Market Value of an open opuon comracts granted (sold) on a contract market 7033
4. Net equity (def cit) (total of 1, 2 and 3) ueereeesetesrenerert s b esrestear et e s ra e se s e bt ean ' 7040
5. Add accounts liquidating to a deficit and accounts with debit balances wnth no open AL ..orveerenenenrise s 7050
6. Amount required-to be segregated (total of 5 and 4) ... 7060
FUNDS ON DEPOSIT IN SEGREGATION
7. Deposited in segregated funds bank accounts: ‘
A CaASN oot 7070
B. Securities representing investments of customers’ fund (at market) - . . 7080
€. Securities held in particular customers or option customers in fieu of cash (at market) ..o, et 7030
8. Margin on deposits with clearing organizations of contract markets: _
A. Cash - 7100
B. Securifies representing investments of custormers’ fund (at market) .. 7110
C.” Securities heid in particular customers or option custormers in lieu of cash (at market) 7120
9. Setiement due from (io) clearing organizations of CONTACt MATKELS v...uv.uveciccreicnscesesrsesssnssssssrseessrenssrorians et nnies 7130
10. Exchange traded options: R - :
A. Add: Unrealized receivables for option-contracts purchased ON CONTACE MATKELS 1ovvvevece v ceerer et r e rese s esesss b reees 7132
B. Deduct Unrealized obligations for option contracts granted (sold) on contract markets ... 7133
11, Net BQUILIES WIt OLNET FOIMS . ...ereee ettt serts st st e ssesas et b s st et e s s s b st e e e st s an st e ss s ss e sea 7140
12. Segregated funds on hand:
A Cash.. - st et s s raes 7150
B. Securities representing investments of customers’ funds (at market) .......c....ciivecurunnnns 7160
C. Securities held for particular customers in lieu of cash {at MBTKET) eovrs et essnims e ersnss s s 7170
13. Total amount in segregation *total of 7 through.12) ‘ e e BSOSO STV SULAONY 7180
14, Excess (insufficiency) funds in Segregation (13 MINUS B) .l e e e esb e e et e s et eebas $ 7190
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART II

BROKER OR DEALER asof 12/31/03

CEROS BROKER SERVICE, INC.

Ownership Equity and Subordinated Liabilities maturing or propesed to be withdrawn within the next six months -
and accruals, (as defined below), which have not been deducted in the computation of Net Capital.

Type of Proposal Amount to be L

Withdrawal or Withdrawn (cash (MMDDYY) - - Expect -
Accrual Insider or amount and/ar Net Withdrawalor - - - . 1o i

See below for Outsider? Capital Value of Maturity - Renew
codetoenter . . Name of Lender or Contributor (in or Out) ‘Securities) o Date . (YesorNo)
, I I BT = R = BT
% [4680] [4681] [4682] [assa] [ag8a] _ - [a683]

Total $% " [aeegr) |

OMIT PENNIES

* Jo agree with the.total on Recap (tem No. 4880)

Instructions:  Detail Listing must include the total of itens maturing during the six month period following the report date, regardless of whether or not the capital contribution is
expected to be renewed. The schedule must also include proposed capital withdrawals scheduled within the six month period following the report date including
the proposed redemption of stock and payments of liabilities secured by fixed assets {which are considered allowable assets in the capital computation pursuant
to Rule 15¢3-1(c)(2(iv)), which could be required by the lender on demand or in Iéss than six months. : ) ‘ ‘ :

WITHDRAWAL CODE: DESCRIPTIONS
1. Equity Capital
2. Subordinated Liabilities
3. Accruals
4, 15¢3-1(c){2)(iv) Liabiiities

SEG 1695 (07-02) 23 of 28



FINANCIAL-AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
~ Capital Withdrawals
e PART i

i?RdKE.RORD.EAL.E-R. --H»GEROS--BROKERSERVICE INC. asof _12/31/03

1..

“A... Parmership Capital:

. Subordinated Liahjlities D - :
-A." Secured Demand Notes .....coovitecivneenns 1 4780

RECAP
Dwnershlp Eqmty and Subordmated Liabilities maturing or proposed to be withdrawn within the next six months
and accruals, (as defined-below); which have not been deducted in the computation of Net Capital.

Equity Capital

- 1. General Partners ......ccoeevereenes

4700
2... Limited .......s. 4710
.3... Undistributed Profits ........ 4720
4. QOther (describe below) 47301 -
5. Sole Proprietorship ... 4735):

B... Corporation Capital:

1. Common Stock 4740
2. Preferred Stock ... 4750
3. -Retained Eamtngs (Dlwdends and Dther) 4760

4770

- 4. Other (describe below). ...,

.- B. . Cash Subordinates- 4790

- C. Debentures... i . e o - - 3500
D. Other (descnbe below) ....... 4810

" Other Anticipated Withdrawals '
A. Bonuses 4820
B. Voluntary Contributions to Pension or Profit Shanng PIaNS ovvvveee et % 4860f
C. Other (describe below) Hharesbess bR R et s e e e e e 4870 .

- Total .. i eerinrent et ettt st et bt sena e $ . 4880
Q@Eﬁn&uf_ﬂm - , . .
STATEMENT OF CHANGES IN OWNERSHIP EQUITY
“-(SOLE PROPRIETORSHIP, PARTNERSHIP OR GORPORATION)
Balance, DEGINTING OF PEFIOA w.....vcvovreereseecesssossssneseessmssessessessesessssssesssssssessesereressssrasessesesseseesmmansiresssssessosssossemmestressonssnensssesmssseeseens. 3 110 ; 76 8 4240
A. Netincome (0SS} ..ouen.ne.. et eraet et e s era PR atr st e s et Rse b e s Eae g es s een {(11.823) 4250
B.- Additions {inciudes non-conformmg capnal ) S $ . [4263] v " o 4260
C. Deductions (includes non-conforming capital of ....... $ 4272 . 420
Balance, end of period (From ltem 1800)......... . BSOSO 0Q. QAL 4290
o - !
STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
70 CLAIMS OF GENERAL CREDITORS

Balance, beginning of period ..... A e oo, i i $ . 4300
A Increases... . R, . - : 4310
B. Decreases .. ; . : (- ) 4320
Balance, end of penod (From ltem 3520) covrereren et e OSSO OOV 4330

o - ~ R ‘ OMIT PENNIES
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

- PART II

BROKER OR DEALER . - - as of 2/31/03
CEROS BROKER SERVICE, INC. _
FINANCIAL AND OPERATIONAL DATA .
1. Month end total number of stock record breaks unresolved over three business days . Valuation Number
A. breaks long $ . 14890 ¢ 4300
B. breaks short $ 491013, . 4920

SN e

12.

13,

16.

17.

18.
19.
20.
21.
22.

Is the firm in compliance with Rule 172-13 regarding periodic count and verification
of securities positions and focations at least once in each calendar guarter?

(CRBEK OMIB) e.vvreevsevscsmsssossssssnss et Yes [ ]

Personnel employed at end of reparting period:

No [ [4540]

A, INCOME PIOGUCING PEISONNE! «.cevvrieriristseecraeie st cesresaeesesssse et esssessssssesas st sessassins s s o aseesensessroaseaneabssaersssesessnsnssnn 4950
B. Non-income producing personnel (all other) .. 4950
Co TOM oo s bbb e ssnabe st 43970
Actual number of tickets executed dunng current month of reporting penod 4980
Nunber of corrected customer confirmations mailed after Setlement date ........ccveviieoiie i eceecene et e et 4890
©_ Debit Credit’
No,_of ltems (Short Value) No. of [tems {Long Value)
Money differences 5000 $ 5010 5020[75% 5030] ;
Security suspense accounts... 5040 $ - 5050 5060 $ 1 5070
Security difference accounts . .15080] % 5030 5100 § 5110
Commodity suspense accounts .............. . 5120 $ |5130 i [ 5140 $ | 5150
. Open transactions with correspondents,. ' .
other brokers, clearing organizations,
depositories and interoffice and inter-
company accounts which could result .
in a charge — unresolved amounts over .
30 calendar days ....cooceenirnnrceinininne 5160 $ 5170 : 5180 $ 5190
. Bank account reconcilliations — unresolved -
amounts over 30 calendar days .............. 5200{%$ 52107, 5220] § 5230
Open transfers over 40 calendar days, - ’ )
not confirmed.. oo 5240 $ : 5250] - [5280] $ 5270]
Transactions in reorganization accounts © ‘ o i
— over 60 calendar days.....c.ccoovvrinnn. o 5280] $ 5280 5300[%% 5310
CTOtAl 5320] $ 5330 5340 § 5350
No. of items Leger Amount Market Value
. Failed to deliver 11 business days or longer (21 Business
Days or longer in the case of Municipal Securities) ........c.covenee 53601 $ 5361 5362
Failed to receive 11 business days of longer (21 business :
Days or longer in the case of Municipal-Securities) .........oicn 5363] $ 5364 5365
Security concentrations (See instructions in Part i):
A, Propritary POSHoNS .........cccooivcvieeerrescssirersirsnres e et et ere s e e e $ 5370
B. Customers’ accounts UNGEM RUIE THE3-3 ... oottt e ss s s st sb b s s nbt e $ 5374
Total of personal capital borrowings due within six months ....... . % 5378
Maximum haircuts on underwriting commitments during the pericd ............ W% 5380
Planned capital expenditures for business expansion during next six months ... . % 5382
Liabilities of other individuals or organizations guaranteed by reSPONGBNL ......ccevreriiiereririiee et e o $ 5384
Lease and rentals payable WItIN ONB YEAT ... et i nen b1 b bbb enb e ebes s b s r s $ 5386
. Aggregate lease and rental commitments payable for entire term of the lease
RO 5388
5390
OMIT PENNIES
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CERTIFIED PUBLIC ACCOUNTANTS
THE NEXT GENERATION IN ACCOUNTING

INDEPENDENT AUDITORS' REPORT

Board of Directors
Ceros Broker Service, Inc.

-We have audited the accompanying statements of financial condition of Ceros Broker Service, Inc. as of

December 31, 2003 and 2002, and the statements of operations and accumulated deficit and cash flows -
direct method for the years then ended that you are filing pursuant to Rule 17a-5 under the Securities
Exchange Act of 1934. 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 disciosures 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.

~ Inour opinion, the financial statements referred to above present fairly, in all material respects, the financial

position of Ceros Broker Service, Inc. as of December 31, 2003 and 2002 and the resuits of its operations
and its cash flows for the years then ended in conformity with accounting principles generally accepted in the
United States of America. ’

Our audit was made for the purpose of forming an opinion on the basic financial statements taken as a whole.
The other financial information section, presented for the purposes of additional analysis, is not a required part
of the basic financial statements, but is supplementary information required by Rule 17a-5 of the Securities
and Exchange Commission. 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.

Giay Giey s Gy 107

GRAY, GRAY & GRAY, LLP

March 19, 2004

34 SOUTHWEST PARK » WESTWOOD, MASSACHUSETTS 02090
TEL: 781-407-0300 » FAX: 781-407-0303 » E-MAIL: GGG@GGGCPAS.COM » WEB: WWW.GGGCPAS.COM



CEROS BROKER SERVICE, INC.

STATEMENTS OF FINANCIAL CONDITION

ASSETS
Deceinber 31,
2003 2002
CURRENT ASSETS SR K
Cash $ 10,605 $ 27,979
Comimissions receivable 3,550 2,031
Prepaid expensées ‘ 2,031 1,400
Due from affiliate 0 61,932
Employee advances ... .0 2,000
TOTAL CURRENT ASSETS 16,186 95,342
PROPERTY AND EQUIPMENT, at cost, less
accumulated depreciation of $9,414 in 2003 and $8,015 in 2002 2,505 . _ 3,903
‘OTHER ASSETS
Deposits with ¢léaring organizations , 100,000 24937
TOTAL ASSETS ' $ 118691 $ 124,182

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

-



LIABILITIES AND STOCKHOLDER'S EQUITY

CURRENT LIABILITIES
Accounts payable
Other payables

TOTAL CURRENT LIABILITIES
STOCKHOLDER'S EQUITY
Common stock, Class A, voting, $1.00 par value

Accumulated deficit

" TOTAL STOCKHOLDER'S EQUITY

TOTAL LIABILITIES AND STOCKHOLDER'S EQUITY

December 31,

2003 2002
$ 19480 ¢ 13,148
266 266
19,746 13.414
150,000 150,000
(51,055) (39.232)
98,945 110,768
$ 118,691 $ 124,182

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

ACCUMULATED DEFICIT AT BEGINNING OF YEAR

CEROS BROKER SERVICE, INC.

' STATEMENTS OF OPERATIONS AND ACCUMULATED DEFICIT

~ Year Ended December 31,

2003 2002
INCOME
Commissions and service revenues $ 312,073 $ 188,309
Net unrealized loss from investment activities , 17 (709)

TOTAL INCOME 197,586

General and administrati
Depreciation

186,465

INCOME (LOSS

ET.

.

ACCUMULATED DEFICIT AT END OF YEAR (39,232)

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

-4-
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CEROS BROKER SERVICE, INC.

STATEMENTS OF CASH FLOWS - DIRECT METHOD

Year Ended December 31, '

2003 2002
CASH FLOWS FROM OPERATING ACTIVITIES e
Cash received from customers ' - $ 389139 -$ 182,268
Cash paid to suppliers, employees and other brokers (331,432) - (195,643)
Interest received ' .0 _ 6,192
NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES 57,707  _ (7,183)
CASH FLOWS FROM INVESTING ACTIVITIES
. (Increase) decrease in deposits with clearing organizations, _
net of unrealized gains and losses (75,081) 34,046
NET CASH PROVIDED (USED) BY INVESTING ACTIVITIES (75,081) .. 34,046
NET INCREASE (DECREASE) IN CASH (17,374) 26,863
CASH AT BEGINNING OF YEAR » . .27.979 1,116
CASH AT END OF YEAR = $ 10605 $. 27979

The accompanying notes are an integral part of these financial statements.
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RECONCILIATION OF NET INCOME (LOSS) TO NET CASH
PROVIDED (USED) BY OPERATING ACTIVITIES:
Net income (loss)
Adjustments to reconcile net income (loss) to net cash
provided (used) by operating activities:
Depreciation
Net realized and unrealized loss
(Increase) decrease in assets:
Commissions receivable
Prepaid expenses
Due from affiliate
Employee advances
Increase (decrease) in liabilities:
Accounts payable
Accrued expenses
Other payables

TOTAL ADJUSTMENTS

NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES

Year Ended December 31,

2003 2002
$  (11,823) - § 9,722
1,399 1,399
17 709
(1,519) 3,432
(631) 894
61,932 (11,267)
2,000 (2,000)
6,332 - 1,141
0 (11,023)
0 (190)
69,530 (16,905)
$ 57707 $ (7.183)

The accompanying notes are an integral part of these financial statements.
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CEROS BROKER SERVICE, INC.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2003

NOTE 1 - BUSINESS

Principal Business Activity -~ Ceros Broker Service, Inc. is an introducing broker in the business of trading
securities. The Company is a registered member of the Securities and Exchange Commission, the National
Assaociation of Securities Dealers, and is registered with various state securities commissions.

NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES

Property and Equipment - Property and equipment are stated at cost, less accumulated depreciation.
Expenditures for routine repairs and maintenance are charged to operations as they are incurred while those
which significantly improve or extend the lives of existing assets are capitalized. Depreciation is computed
using the straight-line and accelerated methods.

Use of Estimates - The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America 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.

Income Taxes - Income tax expense includes federal and state taxes currently payable and, when material,
deferred taxes arising from temporary differences between income from financial reporting and tax purposes
and also operating losses that are available to offset future taxable income.

Commissions - Commissions and related clearing expenses are recorded on a trade-date basis as securities
transactions occur.

Cash - During the course of the normal business cycle the Company, at times, maintains on deposit cash
balances in excess of FDIC insured limits.
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CEROS BROKER SERVICE, INC.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2003

NOTE 3 - PROPERTY AND EQUIPMENT

The estimated useful lives used for computing depreciation are as follows:

Estimated
2003 2002 Useful Lives
Property and equipment $ 11,918 $ 11,918 5-7 Years

Less accumulated depreciation 9,413 8,015

$ 2505 ¢ 3903

Depreciation expense was $1,399 for the years ended December 31, 2003 and 2002.

NOTE 4 - DEPOSITS WITH CLEARING ORGANIZATIONS

Deposits with clearing organizations are shown on the December 31st statements of financial condition at
market value as follows:

2003 2002
Aggregate cost $ 100,017 ¢$ 25,646
Gross unrealized loss (17) (709)
Market value $ 100,000 $ 24,937
Net unrealized loss $ (17) $ (709)

Deposits with clearing organizations include investments in United States Government Securities. These
securities are classified as held-to-maturity securities and recorded at amortized cost, adjusted for premiums
and discounts that are recognized in unrealized gains and losses.
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CEROS BROKER SERVICE, INC.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2003

NOTE 5 - INCOME TAXES

In 2002, current federal and state income taxes were offset by the use of net operating loss carryforwards;
therefore, the Company did not set up a provision for income taxes. As of December 31, 2003, the Company
has approximately $47,000 of net operating loss carryforwards available to offset future taxable income,

The net deferred tax amounts included in the accompanying statements of financial condition include the
following amounts of deferred tax assets and liabilities as of December 31:

2003 2002
Current Noncurrent Current Noncurrent
Deferred tax asset $ 11,100 $ 0 $ 9,000 $ 0
Deferred tax liability 0 0 0 0
Valuation allowance (11,100) 0 (9,000) 0
Deferred tax asset (liability), net $ 0 3 0 $ 0 4 0

The deferred tax asset results from net federal and state operating loss carryforwards. The Company believes
that, based on a number of factors, the available objective evidence creates sufficient uncertainty regarding
the reliability of the deferred tax asset such that a full valuation allowance has been recorded.

NOTE 6 - REGULATORY REQUIREMENTS

Pursuant to net capital provision of Rule 15¢3-1 of the Securities Exchange Act of 1934, the Company is
required to maintain a minimum net capital, as defined under such provisions. Net capital may fluctuate on
a daily basis. The Company had net capital, as defined, of $92,409 and $41,013 at December 31, 2003 and
2002, respectively. The minimum net capital requirement is $5,000.

Exemptive Provision Under Rule 15¢3-3 - The Company, as an introducing broker, is exempt under

subparagraph (k)(2)(ii) of Rule 15¢3-3 from maintaining a "Special Reserve Bank Account for the Exclusive
Benefit of Customers."
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CEROS BROKER SERVICE, INC.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2003

NOTE 7 - RELATED PARTY TRANSACTIONS

The Company is affiliated with other companies in the same line of business. 90% of the Company’s
commissions are earned from transactions with these affiliates. Per a written agreement, a foreign corporation
with the same ownership refers customers who purchase securities through the Company. A significant
portion (60% in 2003 and 49% in 2002) of the commissions earned on these transactions are paid back to
the foreign affiliate as commission expense. In 2002, this affiliate was also reimbursing the Company for
certain operational costs.

Total commissions paid back, net of reimbursed costs, totaled $182,866 and $99,212 for the years ended
December 31, 2003 and 2002, respectively. As of December 31, 2003 and 2002 net commissions receivable
from the foreign affiliate, reduced by reimbursements of operating expenses, were $0 and $61,932,
respectively. The Company charged interest on such outstanding balances. Interest income totaled $0 and
$5,057 for 2003 and 2002, respectively.

The Company received management fees of $14,653 and $3,794 from an affiliate in 2003 and 2002,
respectively. The management fees relate to administrative charges to the related party.

Approximately 10% of the Company’s commissions are earned from entities that are related to an officer of
the Company. ‘

NOTE 8 - CAPITAL STRUCTURE

As of December 31, 2003 and 2002, the Company had 200,000 shares of Class A voting, $1 par value common
stock authorized, and 150,000 shares issued and outstanding.
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GRAY GRAY ({ \/GRAY, LLP

CERTIFIED PUBLIC ACCOUNTANTS
THE NEXT GENERATION IN ACCOUNTING

INDEPENDENT AUDITORS' REPORT ON OTHER FINANCIAL INFORMATION

Board of Directors
Ceros Broker Service, Inc.

Our audits for the years ended December 31, 2003 and 2002 were made for the purpose of forming an opinion
on the basic financial statements taken as a whole. The accompanying information 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 audits 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.

Giay Giay & Giay, LLP

GRAY, GRAY & GRAY, LLP

March 19, 2004

34 SOUTHWEST PARK o« WESTWOOD, MASSACHUSETTS 02090
TEL: 781-407-0300 o FAX: 781-407-0303 ° E-MAIL: GGG@GGGCPAS.COM o WEB: WWW.GGGCPAS.COM



CEROS BROKER SERVICE, INC,

SCHEDULES OF GENERAL AND ADMINISTRATIVE EXPENSES

Officer's salary
Commissions expense
Clearing charges
Professional fees
Office

Payroll and other taxes
Dues and registrations
Telephone

Insurance
Miscellaneous

Travel and entertainment

TOTAL GENERAL AND ADMINISTRATIVE EXPENSES

13-

Year Ended December 31,

2003 2002
$ 27,200 $ 10,880
182,866 99,212
94,266 43,876
18,727 24,140
4,951 5,195
2,851 4,092
2,106 2,951
2,106 2,427
2,060 4,777
0 (11,123)
0 38
$ 337,133 $ 186,465
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CERTIFIED PUBLIC ACCOUNTANTS
THE NEXT GENERATION IN ACCOUNTING

GRAY GRAY

INDEPENDENT AUDITORS' REPORT ON INTERNAL ACCOUNTING CONTROL

Board of Directors
Ceros Broker Service, Inc.

In planning and performing our audits of the financial statements of Ceros Broker Service, Inc. for the
years ended December 31, 2003 and 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
Ceros Broker Service, Inc. that we considered relevant to the objectives stated in Rule 17a-5(g), (1) in
making the periodic computations of aggregate indebtedness (or aggregate debits) and net capital under Rule
17a-3(a)(11) and the reserve required by Rule 15¢3-3(e); (2) in making the quarterly securities examinations,
counts, verifications and comparisons, and the recordation of differences required by Rule 17a-13; (3) 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; and (4) in obtaining and maintaining physical possession
or control of all fully paid and excess margin securities of customers as required by Rule 15¢3-3.

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 judgments by management are required to assess the expected benefits 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 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 preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America. Rule 17a-5(g) lists additional objectives of the practices and procedures listed in
the preceding paragraph.

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 them to
future periods is subject to risk that they may become inadequate because of changes in conditions or that
the effectiveness of their design and operation may deteriorate.

34 SOUTHWEST PARK ¢ WESTWOOD, MASSACHUSETTS 02090
TEL: 781-407-0300 o FAX: 781-407-0303 ¢ E-MAIL: GGG@GGGCPAS.COM ° WEB: WWW.GGGCPAS.COM
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Board of Directors
Ceros Broker Service, Inc.
Page 2

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 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 our study, we believe that the Company's practices and procedures were
adequate at December 31, 2003 to meet the Commission's objectives.

This report is intended solely for the use of the management, the Securities and Exchange Commission, the
New York Stock Exchange and other regulatory agencies which rely on Rule 17a-5(g) under the Securities
Exchange Act of 1934 and should not be for any other purpose.

Grep Froy 5 Gy LLE

GRAY, GRAY & GRAY, LLP

March 19, 2004



