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B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

Ryan & Juraska, Certified Public Accountants

(Name ~ if individual, state last, first, middie name)

141 West Jackson Boulevard, Suite 3520
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*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

[, Steve Helms , swear (or affirm) that, to the best of my knowledge and
belief the accompanying financial statement and supporting schedules pertaining to the firm of

Peters Securities Co. L. P., as of _December 31, 2003, are true and correct. | further swear (or
affirm) that neither the company nor any partner, proprietor, principai officer or director has any

proprietary interest in any account classified solely as that of a customer, except as follows:

NONE

o —

Sigrature

(General Partner

Title

. OFFICIAL SEAL
qa}/l«, Li) ,<£VL« ui/é. JOHN W SOBOLEWSKI
L Natary Public - State of lllinois
Ndiary Public My Commission Expires Oct 29, 2006

This report** contains (check all applicable boxes):

X] (a) Facing page.

X] (b) Statement of Financial Condition.

[] (c) Statement of Income (Loss).

[] (d) Statement of Changes in Financial Condition.

[] (e) Statement of Changes in Stockholder's Equuty or Partners' or Sole Proprietor's
Capital

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

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
(i) Information Relating to the Possession or control Requirements Under Rule 15¢3-3
() A Reconciliation, including appropriate explanation, of the Computation of Net
Capital Under Rule15c3-1 and the Computation for Determination of the Reserve
Requirements Under Exhibit A of Rule 15¢3-3. .

[ 1 (k) AReconciliation between the audit and unaudited Statements of Financial
Condition with respect to methods of consolidation.

(X] () An Oath or Affirmation.

[] (m) A copy of the SIPC Supplemental Report.

[] (n) A report describing any material inadequacies found to exist or found to have
existed since the date of the previous audit.

[P I N Iy O y V)

** For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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RYAN & JURASKA

Certified Public Accountants
141 West Jackson Boulevard
Chicago, lllinois 60604

Tel: 312.922.0062
Fax: 312.922.0672

INDEPENDENT AUDITORS’ REPORT

To the Partners of
PETERS SECURITIES CO., L.P.

We have audited the accompanying statement of financial condition of PETERS
SECURITIES CO., L.P. as of December 31, 2003, and the related statements of
operations, changes in Partners’ equity, changes in liabilities subordinated to claims of
general creditors and cash flows for the year 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 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 PETERS SECURITIES CO., L.P. as of December 31,
2003, 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 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 the supplementary schedules 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.

@M 7 /mm

Chicago, lllinois
February 18, 2004



PETERS SECURITIES CO., L.P.

STATEMENT OF FINANCIAL CONDITION
as of December 31, 2003

ASSETS

Cash and cash equivalents

Receivables from and deposits with brokers, dealers and
clearing organizations

Securities owned at market, long stock

Other assets

LIABILITIES AND PARTNERS’ EQUITY

Liabilities
Payables to brokers, dealers and clearing organizations
Payables to partners
Securities sold not yet purchased
Accounts payable and accrued expenses

Partners’ Equity

See accompanying notes.

2,855,395

18,220,395
12,152,548

102,734
33,331,072

4,723,078
2,463,647
16,009,212

91,264

23,287,201

10,043,871
33,331,072



PETERS SECURITIES CO., L.P.

NOTES TO FINANCIAL STATEMENTS
for the year ended December 31, 2003

Organization and Business

Peters Securities Co. L.P. (An lllinois Limited Partnership) (the “Company”) is a registered
securities broker-dealer providing clearing and execution services to partners of the
Company. The Company presently provides clearing and execution services to its partners
and other registered firm traders. The partnership agreement provides for termination
upon the occurrence of certain defined events. The Company provides support and
clearing services to traders that are paid a salary and discretionary bonus. The Company
records their trading activities as part of its proprietary trading.

Summary of Significant Accounting Policies

Revenue Recognition

Securities transactions and related income and expenses are recorded on a trade date
basis. Partners’ non-proprietary securities transactions are recorded on a settlement date
basis with related income and expenses recorded on a trade date basis.

Included in interest income and interest expense is interest earned on debit balances and
interest charged for credit balances on partners’ personal accounts carried by the
Company.

Income Taxes

A partnership is not liable for income taxes as each partner recognizes their proportionate
share of the partnership income on their tax return; therefore, no provision for taxes is
made in the Company’s financial statement. The Partnership is required to pay an lllinois
Replacement tax of 1.5% of net income related to those limited partners who are not
otherwise subject to the tax.

Use 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 asset and liabilities
at the date of the financial statements and reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates.




PETERS SECURITIES CO., L.P.

NOTES TO FINANCIAL STATEMENTS, Continued
for the year ended December 31, 2003

Cash Equivalents

Management considers cash equivalents to be highly liquid short-term securities with
maturities of less than three months.

Financial Instruments

Securities owned, securities sold not yet purchased, and other financial instruments used
for trading purposes are recorded in the statement of financial condition at market value,
with the related unrealized profit or loss included in net trading gain in the statement of
operations. As the Company operates as a broker-dealer, all financial instruments are
stated at a value, which approximates fair value.

Receivables from, deposits with and payables to brokers, dealers and clearing
organizations

At December 31, 2003, receivables from, deposits with and payables to brokers, dealers
and clearing organizations are comprised of:

Receivables Payables
Securities borrowed $ 17,908,000
Due to clearing organizations $ 4,723,078
Deposits with clearing organizations 312,395

Total $ 18,220,395 § 4,723,078

Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital
Rule (Rule 15¢3-1) and has elected to use the alternative method as permitted by this rule.
Under the alternative method, the Company is required to maintain a minimum net capital,
as defined, equal to the greater of $250,000 or 2% of aggregate debit items arising from
customer transactions, as defined. At December 31, 2003, net capital was $5,584,073,
which was $5,334,073 in excess of the required net capital.

Contingencies

The Company is subject to pending lawsuits and investigations by regulatory bodies arising out of
the conduct of its business. In the opinion of management, based on consultation with legal
counsel, such matters will not result in any material adverse effect on the financial position of the
Company.




PETERS SECURITIES CO,, L.P.

NOTES TO FINANCIAL STATEMENTS, Continued
for the year ended December 31, 2003

Securities owned and securities sold not yet purchased

Securities owned and securities sold not yet purchased consist of the following:

Securities Securities sold
Owned not yet purchased
Common stock $ 12,152,548 $ 16,009,212

All securities are valued at market. Securities which are listed on a national
securities exchange or the “NASDAQ” System are valued at their closing price at
December 31, 2003, or if no sales occurred on such day, the last trading date
preceding such date.

Securities owned may be used as collateral for securities loaned transactions.
Cash proceeds of securities sold not yet purchased may be used as collateral for
securities borrowed transactions.

Commitments

The Company leases facilities under operating leases that expire through June 19,
2004.

Transactions with related parties

Payables to partners on the statement of financial condition include cash deposits
made by partners of the Company to facilitate non-proprietary trading activities.

Employee benefit plan

The Company’s employees participate in a salary reduction (401(k)) plan that was
instituted the year 2000. The Company may elect to match employees’
contributions and make further discretionary contributions to the plan, subject to
certain limitations as set forth in the plan agreement. The Company’s contribution
for the year ended December 31, 2003 was approximately $75,000.
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PETERS SECURITIES CO,, L.P.

NOTES TO FINANCIAL STATEMENTS, Continued
for the year ended December 31, 2003

Financial Instruments with Off-Balance Sheet Risk and Concentration of Credit Risk

In the normal course of business, the Company enters into transactions in financial
instruments with varying degrees of off-balance-sheet risk in order to provide its
clearing and execution services. These activities are conducted with other
registered broker-dealers and securities clearing organization.

The Company may be exposed to off-balance-sheet risk in connection with the
settlement of securities transactions. In the event a broker-dealer or counterparty
fails to deliver securities to the Company, the Company may be required to
purchase identical securities in the open market. The Company monitors the credit
standing of each broker-dealer and counterparty through the use of credit
approvals and appropriate limits to minimize the potential effects of
nonperformance.

Securities sold not yet purchased, represent obligations of the Company to deliver
specified securities at the contracted price, and thereby create a liability to
repurchase the securities in the market at prevailing prices. These transactions
may resuit in off-balance-sheet risk as the Company’s uitimate obligation to satisfy
its obligation for securities sold not yet purchased may exceed the amount
recognized in the statement of financial condition.

The Company provides execution, settlement and financing of various securities
transactions for the partners’ non-proprietary trading activities. Partners’ securities
activities are transacted on either a cash or margin basis subject to Federal and
individual exchange regulations. In accordance with industry practice, the
Company records partners’ transactions on the settlement date basis, which are
generally three business days after trade date. These transactions may expose
the Company to off-balance-sheet risk in the event the partners are unable to fulfil
their contracted obligations and margin requirements are not sufficient to fully
cover losses which partners may incur. In the event the partners fail to satisfy their
obligations, the Company may be required to purchase or sell financial instruments
at prevailing market prices in order to fulfill the partners’ obligations.

The Company seeks to control the risks associated with its partners’ non-
proprietary activities by requiring partners to maintain margin collateral in
compliance with various regulatory and internal guidelines. The Company monitors
required margin levels daily and, pursuant to such guidelines, requires the partners
to deposit additional collateral or reduce positions, when necessary.

All receivables with regard to securities borrowed are collateralized by marketable
securities. The contract values of such receivables are valued at market. In
accordance with industry practice, securities borrowing arrangements are generally
collateralized by cash or securities with a market value in excess of the Company’s
obligation under contract. All securities borrowed and securities loaned are
preformed with two counterparties. The Company attempts to minimize credit risk
associated with these activities by monitoring credit exposure and collateral values
daily and requiring additional collateral to be deposited with or returned to the
Company when deemed necessary.




RYAN 8. JURASKA
Certified Public Accountants

141 West Jackson Boulevard
Chicago, lllinois 60604

Tel: 312.922.0062
Fax: 312.922.0672

INDEPENDENT AUDITORS’ REPORT
ON INTERNAL CONTROL

To the Partners of
PETERS SECURITIES CO., L.P.

In planning and performing our audit of the financial statements of PETERS SECURITIES CO.,
L.P. (the “Company”) for the year ended December 31, 2003, we considered its internal control
structure, including control activities 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.

Also, as required by Rule 17A-5(g)(1) of the Securities and Exchange Commission (the “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 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); and
(2) in making the quarterly securities examinations, counts, verifications, and comparisons, and
the recordation of differences required by Rule 17a-13. We did not review the practices and
procedures followed by the Company in 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, 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 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 proceeding paragraph, and to assess whether
those practices and procedures can be expected to achieve the SEC’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 the preparation of financial statements in
accordance with generally accepted accounting principles. Rule 17a-5(g) lists additional
objectives of the practices and procedures listed in the proceeding paragraph.

Because of inherent limitations in internal control or the practices and procedures referred to
above, error or fraud may occur and not be detected. Also, projection of any evaluation of them
to future periods is subject to the risk that they may become inadequate because of changes in
conditions or that the effectiveness of their design and operation 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 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 the internal control structure, including control activities for safeguarding
securities that we consider to be material weaknesses as defined above.

Our review indicated that the Company, although not exempt from Rule 15¢-3-3, had no

~ reporting requirements because it did not transact a business in securities directly with or for

other than Partners of a national securities exchange and did not carry margin accounts, credit
balances or securities for any person defined as a “customer” pursuant to Rule 17a-5(c)(4) and
that, as of December 31, 2003, no facts came to our attention to indicate that such conditions
were not complied with during the period.

We understand that practices and procedures that accomplish the objectives 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 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 SEC’s objectives.

This report is intended solely for the information and use of management, the SEC, the NASD,
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.

@d/ﬂ //Waéa_

Chicago, lllinois
February 18, 2004



