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FACING PAGE

TInformation Required of Brokers and Dealers Pursuant to Section 17 of the
‘Securities Exchange Act of 1934 and Rule 17a-5 Thereunder

REPORT FOR THE PERIOD BEGINNING 01/01/04 AND ENDING___ 12/31/04
MM/DD/YY MM/DD/YY

A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER: CEROS BROKER SERVICE, INC. OFFICIAL USE ONLY

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) FIRM I.D. NO.

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

CAMBRIDGE ‘MA 02141
(City) ’ (State) ‘ (Zip Code)

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

MICHAFL 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, LIP

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

34 SOUTHWEST PARK WESTWOOD MA /02090
(Address) (City) (State) y /%(leCOde)
CHECK ONE: P RQCESQF@ | // €CEVED e,

3 Certified Public Accountan
Certified Public A tant /APRZQZQ%

[1 Public Accountant TH
0 OMSoN
Accountant not resident in United States or any of its pOWNCﬂAL

"
P

FOR OFFICIAL USE ONLY

*Claims for exemption from the requirement that the annual report be covered by the opiniorh of an independent public accountant
must be supported by a statement of facts and circumstances relied on as the basis for the exe ptiigéee Section 240.17a-5(e)(2)
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information contained in this form are noty

uired to respond
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OATH OR AFFIRMATION

I 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
CERQS BROKER SERVICE, INC. , as
of DECEMBER 31 , 20 04 , 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:

i
%W_Ae/\/\
o Signature
s ot =0
SUSAN R. FARRIS Title
' | Notary Public
W/u:@)’\ R - tkl)w/g) 5 My Commission Expires
, Notary Public July 14, 2'011 »

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

KBl (a) Facing Page.

k] (b) Statement of Financial Condition.

&l (c) Statement of Income (Loss).

1 (d) Statement of Changes in Financial Condition.

Kl (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

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

i! (g) Computation of Net Capital.

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

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

Kl (j) 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.

[J (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

O () An Oath or Affirmation.

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

[J (n) Areportdescribingany material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-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:
Expires:
Estimated average burd

3235-0123
January 31,

hours perresponse. ..... 12.00

2007
en

FOCUS REPORT

(Financial and Opera‘tional Combined Uniform Single Report)

jPART [

(Please read instructions before preparing Form.)

This report is being filed pursuant to (Check Applicable Block(s}):
1) Rule 17a-5(a) 2) Rule 17a-5(b) [:-

4) Special request by designated examining authority -

) Rule 17a-11 [ [18]
5) Other [ 26]

NAME OF BROKER-DEALER J/ SEC FILE NO.
; 8-47955 [147]
CEROS BROKER SERVICE, INC. FIRM L.D. NO.
| 13
ADDRESS OF PRINCIPAL PLACE OF BUSINESS (Do Not Use P.0. Box No.) ! 37869 [15
| FOR PERIOD BEGINNING (MM/OD/YY)
17 MONSIGNOR O'BRIEN HIGHWAY ‘,; 20] 01/01/04
(No. and Street) | [24
| AND ENDING (MM/DD/YY)
CAMBRIDGE [21]  wMa 22 0214] 23]
(City) (State) (@p Coce) 12/31/04 [25]
NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THI$ REPORT (Area Code) — Telephone No.
MICHAEL D. KOPPEL, CPA f 781-407-0300 31]
NAMES OF SUBSIDIARIES OR AFFILIATES CONSOLIDATED IN THIS REPORT: /f OFFICIAL USE
[32] [33]
*; (34] [35 ]
\
i _[38] [37]
‘ ‘ QF 38 39 |
;
o 1 DOES RESPONDENT GARRY ITS oVyN CUSTOMER ACCOUNTS?  YES [ 140 ] NO [ X ]
| CHECK HERE IF RESPONDENT IS FILING AN AUDITIED REPORT ﬂ
EXECUTION:
The registrant/broker or dealer submitting this Form and its attachments and the person{s) by
whom it is executed represent fiereby that all information contained therein is true, correct and
compiete. It is understood that all required items, statements, and schedules are considered
integral parts of this Form an§ that the submission of any amendment represents that all
unamended items, statements, and schedukes remain true, correct and complete as previously
submitted. i -
Dated the //,WG/? { dayot £ Y Y i
Manual si
1)
Principal Executive Officer 0] Managing Partner
2)
Principal Financial Officer orf Partner
3)
Principal Operations Officer jpr Partner
ATTENTION — intentional mis%rtatemem or omissions of facts constitute Federal
Criminal Violations. (See 18 UJS.C. 1001 and 15 U.5.C. 78:1(a))
l— : ._J Persons who respond to the collection 5of information contained in this

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

OMB controi number.

|
)
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TO BE COMPLETED WITH THE ANNUAL AUDIT REPORT ONLY:

INDEPENDENT PUBUC ACCOUNTANT whose opinion is contained in this Report

NAME (If individual,‘ state last, first, middle name)

GRAY, GRAY & GRAY, LLP
b 3 r7'0
ADDRESS
34 SOUTHWEST PARK 71 | WESTWOOD [ 721 MA [78] 02090 74
- Number and Street City State Zip Code
CHECK ONE
[x] Certified Public Accountant FOR SEC USE
(] public Accountant
(] Accountant not resident in United States

or any of its possessions

DO NOT WRITE UNDER THIS LINE . . . FOR SEC USE ONLY

WORK LOCATION REPORT DATE DOC. SEQ. NO. CARD
MM/DD/YY

L 50 | [ 51] L 52] [53]
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART Il |
- BROKER OR DEALER CEROS BROKER SERVICE, INC. N 2 100
- ‘ \ L]
.STATEMENT OF FINANGIAL CONDITION
as of (MM/DD/YY)_12/31/04 59
SECFILENO. R=47955% 98
Consolidated 198
- Unconsolidated 199
- ASSETS
Allowable Non-Allowable Total
CASN oot desstsernss b ss s ansiierse 2 D 10,078 200 $ 10.078 750
2. Cash segregated in compliance with federal
and OHET TBQUIZNIONS .o eeeseese e 210 760
- 3. Receivable from brokers or dealers and
- clearing organizations:
A. Failed to deliver.
1. Includable in “Formula for Reserve
Requirements” .iu.............. et aseneon [220 |
2. OMEr oo ereeeeeseees s [230 ] [770]
B. Securities borrowed:
: 1. Includable in“Formula for Reserve
RequiremMents” .......ooeveoecreerrrnse v ‘—Z—m
2. Other 250 780
C. Omnibus accounts:
1. Includable in*Formuia for Reserve
ReqUITEMENtS” oovoev i 260
- 2. Other....... et % 270 790
- D. Clearing organizations:
1. Includable in“Formula for Reserve
Requirements” .....ccoverveveeeeeeirieiereseeseeenns [ 230 |
P 0111 OO ROORN _112.074 290 112.074 800
00 SR 300§ [ 550 ]+ 810
_ 4, Receivables from customers:
- A. Securities accounts:
1. Cash and fully secured accounts ................ 310
2. Partly secured acCOUNtS .....covceeeeiereveeerriannns 320 560
3. Unsecured aCCOUNS .....oovereeccecrivernnereccnns 570
B. Commodity aCCOUNS ..ovvrvvereereeeerceerereirerinnenes 330 580
C. Allowance for doubtful aCCOUNES ....veerrvvverenene. 7 )[ 335 ] ¢ ) [ 590 820
B 5. Receivables from non-customers:
A. Cash and fully secured accounts ........ccccoovcucrene 340
B. Partly secured and unsecured accounts ............ 350 800 [ 830
6. Securities purchased under agreements
OB (27| C OO [360 ] % 605 840
7. Securities and spot commodities owned,
- at market value: )
- A. Bankers acceptances, certificates of
deposit and commercial PAper .........cvecvn... [370 |
B. U.S. and Candaian government
ObHgAtions .....oo.ocs.ve. v [ 380 ]
C. State and municipal govefnment
N OBIGALIONS ..ot W
. D. Corporate obigations .......eerveeviceerenrenneenins % 400
OMIT PENNIES

SEC 1695 (07-02) 3 of 28



O

FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART I

BROKER OR DEALER

CEROS BROKER SERVICE, INC.

asof _12/31/04

STATEMENT OF FINANCIAL CONDITION

ASSETS

Allowabie Non-Allowable

SLOCKS NG WAITANS ..vveeos e ver e sess s t$

410

Options ....cccveveens

420

Arbitrage...........

422

QOther securities ....

424

—Toemm

. Sport cOMMOGILIES +...o.ooeeeieicie e

430

8. Securities owned not readily marketable:
A AtCost..%$ 130

440

$

610

Total

860

9. Other investments not readily marketable:
A, AtCost... $ 140
B. At estimated fairvalue .........ccoocvvvmrrerecmevr e

450

620

870

10. Securities borrowed under subordination
agreements and partners’ individual and
capital securities accounts, at market value:
A. Exempted
securiies..  $ ‘ 150
B. Other ........ $ 160 | Yo

460

630

880

11. Secured demand notes-
market value of collateral:
A. Exempted
securities .. $ 170
B. Other ... $ 180

470

640

890

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

B. OWNEd &t COSt oovriovvceeeeecreeeoceseessereeeeen
C. Contributed for use of company,
at market value ..o
13. Investment in and receivables from affiliates,
subsidiaries and associated partnerships

480

650

660

300

670 |74 910

14. Property, furniture, equipment, leasehold
improvements and rights under lease
agreements:

At cost (net of accumulated depreciation
and amortization).........cceovevreriercriieereieinenenn

490

1,388

680

1,388 920

15. Other Assets:
A. Dividends and interest receivable ..............

500

630

B. Free shipments ......cccoereeeriioceecceciren,

510

700

C. Loans and advances .........ceevieerceennne.

520

710

D. Miscellaneous ....cceeicrenerrreceinienas 1

530

3,958

720

3,958 930

540

wS__5,346

740

$ 127,498 940

16. TOTAL ASSETS ... $ 122,152

OMIT PENNIES

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

PART i
BROKER OR DEALER asof _12/31/04
CEROS BROKER SERVICE, INC.
STATEMENT OF FINANCIAL CONDITION
LIABILITIES AND OWNERSHIP EQUITY (continued)
Al Non-A.l.
Liabilities* Liabilities* Total
Liabilities
17. Bank foans payable:
A. Includable in “Formula for Reserve
Requirements” $ 1030( § 1240¢ § 1460
B DHREI ..o 1040 $ 12501 % 1470
18. Securities sold under repurchase agrement.... 1260 1480
19. Payable to brokers or dealers and
clearing organizations:
A. Failed to receive:
1. Includable in “Formula for Reserve
ReqUIFEMEMS™ ... 1050 1270 1490
P 011 SO OO 1060 1280 1500
B. Securities loaned:
1. lIncludable in “Formula for Reserve
ReQUIrEMENIS™ ..o 1070 |4 1510
I S s 1080 {1290} 1520
C. Omnibus accounts:
1. Includable in “Formula for Reserve
ReGUIremMeNtS” .......cvvercreererrecscreciinne 1090 1530
2. OMET oo s 1095] %, [1300] 1540
D. Clearing organizations:
1. Includable in “Formufa for Reserve
ReqUIremMents” .....covel o cceemrnerreec s ene e 1100 1550
2. Other........ 1105 1310 1560
B, OHhBI oot renan 1110 1320 1570
20. Payable to customers:
A, Securities accounts-including free credits
of ...058 [e50] 1120 % 1580
B. COMMOGties aCCOUNES ......eceermemrircrirecncrireesenns A\ 1130 1330 1590
21. Payable to non custommers:
A. SECUTHIES ACCOURLS . L.oeorerereoricer e 1140 1340 1600
B. Commodities aCCOUMS .....oceececrcceranrecncerierens 1150 1350 1610
22. Securities sold not yet purchased at market
value-including arbitrage
S $ 960 [1360] 1620
23. Accounts payable and accrued liabilities
and expenses: ’
A. Drafts payable ..o s 1160 1630
B. Accounts payable ......coeeciincinnncseeneniens 13,827 1170 13,827 1640
C. Income taxes PaYable ......coceerrrecereriemmmersererenians 1180 K 1650
D. Deferred iNCOME tAXES w....cceorverroerveserrrererroe %™ [1370] 1660
E. Acrued expenses and other liabilities .................. 1190 1670
L T T S v 266 1200 [1380] 266 1680
OMIT PENNIES

*Brokers or Dealers electing the alternative net capital requirernent method need not complete these columns.
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART Il

BROKER ORDEALER cgRoS BROKER SERVICE, ING. asof_12/31/04

STATEMENT OF FINANCIAL CONDITION

LIABILITIES AND OWNERSHIP EQUITY (continued)

Al Non-A.l.
Liabilities* Liabilities* Total
Liabilities
24. Notes and mortgages payable:
Ao UNSECUTEA ...oooevvvvrresvseasss e snresanensns 3 1210 1690
B, SBCUIEd .l rrasrrestsee e s 1211] § [1390] 1700
25. Liabilities subordinated to claims
of general creditors:
A. Cash borowings: ........... ettt 1400 [i710
1. from outsiders$ 970
2. Includes equity subordination (15¢3-1(d
of ....... $ i 980 I
B. Securities borowings, at market value ....... [ 7410| [3720
from outsiders $ 990
C. Pursuant to secured demand note
coflateral agreements ........cooccorreonrezines 1420] % [1730
1. fromoutsiders $ 1000 |
2. Inctudes equity subordination (15¢3-1(d)
of v - $ 1010
D. Exchange memberships contributed for
use of company, at market-value ............cco.oeonen. %5 I 1430’ 1740
E. Accounts and other borrowings not
qualified for net capital purposes ..........ccerrevenee 1220 1440 1750
26. TOTAL LIABILITIES w.oovosveecrcesnrcrnre $ 14,093 1230} § 1450] $ 14,093 1760
Ownership Equity ‘
27 SO1E PrOPABIOTSID 1.vvuees s reiertire e seeessns s etmes st e besee s s bbb £ b€ Pk se 05t £k e e $ 1770
28. Partnership-limited partners ..........cocvcvevvecieonennns $ T020] oot essesees $ 1780
29. Corporation: )
AL PTEIEITEA STOCK ...t e et v s e e s s s et et b s e b At e ms s Aes b s es et eban s s bt eebe s srean 1791
B. Common stack............ . % 150,000 1792
C. AQGIONA) PAIG-IN CAPIAN ..ot ee e et st ass e bt e b s s s b s s enser et s et st se et enas 1793
D. Retained eamings ........... (36,595) 1794
E. TOtal et OO OSSOSO 113,405 1795
F. Less capital stock in treasury ...... T )| 1796
30. TOTAL OWNERSHIP EQUITY ..ovtoeereessecnsemmsnrie e stsnssenssesmanss s ssssso b vosssase s saesss st sasessnssassnssansssassnsssassassone $ 113,405 1800
31. TOTAL LIABILITIES AND OWNERSHIP EQUITY ..o sttt seerssss o snrsssssnesasss st sarn s ssassbassseens s $ 127,498 1810

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

OMIT PENNIES
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART I

COMPUTATION OF NET CAPITAL
1. Total ownership equity from Statement of Financial CONGION = HEM 1800 ....ocv.eoeooovvreeerereeersrsseeeesssssesseessssssseressssssosssseeee $ 113,405 3480
2. Deduct Ownership equity not allowable for Net Capita! ( )] 3490
3. Total ownership equity qualified fOr Net CaPILAl ......c.... i e et ban s st s s s raees 113,405 3500
4, Add:
A. Liabilities subordinated, to claims of general creditors aiowable in computation of net capital...........c.coooveciriiececie e 0 3520
B. Other (deductions) or allowable credits (List) 0 3525
5. Total capital and allowable subordinated liabilities 113.405 3530
6. Deductions and/or charges:
A. Total nonallowable assets from
Staternent of Financial Condition (NoteS B and C) .......cc.ivrmeuiniemeeernrrennncrssmsioessmensinsenas $ 5,346 3540
1. Additionat charges for customers’ and
NON-CUSTOMErs’ SECUTILY ACCOUNMES ..ot eeecrer e seees ittt s $ 3550
2. Additional charges for customers’ and
NON-CUStOMErs’ COMMOMILY ACCOUMS ....vvieecececirerereetrarenresemen et rcns s eesbaseseans 3560
B. Aged fail-t0-deliver ..o, 3570
1. Number of items [3450)
C. Aged short security dlﬁETEJ’JCBS less :
TBSBIVE OF covrecienrc el srcmecresn i $ 3460} % 3580
number of items 3470
D. Secured demand Note defiCIBNCY .........ovvivieieiiere ettt sese b e en [3590]
E. Commodity futures contracts-and spot commodities !
- PrOProetary Capital CHAMGES ..vves ettt sons s 3600
F. Other deductions and/or charges 3610
G. Deductions for accounts carried under Rule 15¢3-1(a)(6}, (a}{7) and (c}(2){x) .. 3615
H. Total dedUCONS ARG/OT CRIGES .....coove.ecrirvesaasssmsracesesssssoessssssssssssreensersrseeseseesoseesssessssoesmesreesesreesesermerseeeeesseerereseeesoeesoe oo ( 5.346 )| 3620
7. Other additions and/orallowabte credits (List) ... . 3630
8. Net capital before haircuts on securities positions . % _108,05k9 3640
9. Haircuts on securities: (computed, where applicable, pursuant to 15¢3-1{f)):
A. Contractual securities committments 3660
B. Subordinated SECUMties DOTTOWINGS ..ccvuvverreemscenrrceeir e sens et eees et s aasnsenenns 3670
C. Trading and investment securities:
1. Bankers’ acceptances, certificates of deposit and commercial paper 3680
2. U.S. and Canadian govemnment obligations ..............ccoovevvvervennnnn. 3630
3. State and municipal government obligations . 3700
4. Corporate Obligations.......ccoerreecrrcerreans 3710
5. Stocks and warrants ..... 3720
6. Options ..occcvernenee 3730
7. Arbitrage............... O PO SO OPO bovveeeriens 3732
B, OURET SECURHIES c.cvveervesereeee et sessssresmsen st bssssst st sssennecessens SOOI, 2,011 3734
D. Undue Concentration .. 3650
B OHHEE (LIS wovveoeoeasasseseseiecrerssesssscast s sessessoas oo s s ssnessessss s N 3736 >, 011
0. NEECADRAL .oooeooeeeer oo e eesssee e ssss b 455888t $ _106,048 3750
OMIT PENNIES

SEC 1695 (07-02) 11 of 28
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART Il

BROKER ORDEALER  (ppos BROKER SERVICE, INC. asof __12/31/04
COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Part A
11. Minitmum net capital 1eQUIrEd (6%,% OF NB 19) ....oovecverre oot seercrmmsassssmressesessessesstsseses s sssssssssssssseesssssene e ssssses s rssessssssere $ 940 [3756]
12. Minimum dollar net capital requirement of reporting broker or dealer and minimum net capital requirement

of subsidiaries computed in aCCOrdANCE WIth NOE (A) .....evieivireeeertee sttt s ora e s st et sesansa e 3 5,000 3758
13. Net capital requirement (greater of line 11 0r 12 ........ . $ 5,000 3760
14. Excess net capital (line 10 1es$ 13} ...oocvvrevvcrccrcnnnnn. .3 101,048 3770
15. Excess net capital at 1000% (line 101858 10% Of NE 1) w..eeuiorereiirrerieriemeaiessseessrsve e ssesssssssme st sssense s s eentss s eeeras s eos 350 104,639 3780

COMPUTATION OF AGGREGATE INDEBTEDNESS

16. Total A.l. liabilities from Statement of FINANCIAl CONGIION .......c....oooiireercirectiinee et ettt sree e e snesrerssomnnss $ 14,093 3790)
17. Add:

A. Drafts for immediate Credit ..........cooceveriireereencre et 3 3800

B. Market value of securities barrowed for which no equivilent value

iS PAID OF CTBAIEA ....c.vie sttt s bbbttt s 3810

C. Other unrecorded .amounts (List) . 3820] 3 3830
18. Deduct: Adjustment based on deposits in Special Reserve Bank Accounts (15€3-T{CH{1J(Vil]) c.vvuremrerrommeimrrvsmreonrisecevaserensasessasssions 3 3838
19, Total A00regate INAEDIEANESS ......evveieeeiiererrecese et sas s et ssesss s s s s s st eee e s s eee s ee s se s s seae e s setrensereeensenees $ 14,093 3840
20. Percentage of aggregate indebtedness.to net capital (ling 19 = BY INB 10} .everveeiiriecieicee ettt sa e % 13.29 3850
21. Percentage of aggregate indebtedness to net capital after anticipated capital withdrawals

(line 19 + by line 101855 HEM 4880 DAY 25) ...evevvvveereeseeresiesisesessinseresrvaresessesssreasssesssressns s ssssessrassessssntesamsssarensesssensasesinsansenenn % 13.29 3853

COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT

Part B
22. 2% of combined aggrégate debtitems as shown in Formula 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 .............. 53 3870
23. Minimum dollar net capital requirement of reporting broker or dealer and minimum net capital requirement of

subsidiaries computed in accordance With NOE (A) .. .......cocoiie ettt b bbbt erasbeen $ 3880
24. Net capital requirement (gréater 0f N8 22 OF 23) ..........oviereveriecvieesieesee et ib st r i ssesssseis e st s s $ 3760
25. ExCess net CAPILAl (N8 TOBSS 24) ....coiiri oo st et b st ess sttt s st b e bbb r e st $ 3310
26. Percentage of Net Capital to Aggregate Debits (ling 10 + by iNe17 Page B) . eeervieeieerceee ettt snesess s e % 3851
27. Percentage of Net Capital, after anticipated capital withdrawals, to Aggregate Debits

{line 10 less item 4880 page 11 = DY N 17 PAGE B ..ottt ettt et e e ma bbbt b e s % 3854
28, Net capital in excess of the greater of:

A. 5% of combines aggregate debit items 0r $120,000 ..ot s et s et cots s se e ee e s eessvenee e $ 3920

OTHER RATIOS

Part C
29. Percentage of debt to debt-equity total computed in accardance with Rule 15C3-1{0) ..ot enaa % J 3860}
30. Options deductions/Net Capital ratio (1000% test) total deductions exclusive of liquidating equity under

Rule 15¢3-1{2)(6), (2)(7) and (C){2)(X) = NEECAPIAl ..c..cvooveieciereect e sceeae vt ee s s s sb s s e e % 3852
NOTES:

{A) The minimum net capital requirement should be computed by adding the minimum dollar net capital requirement of the reporting broker dealer and, for each

subsidiary to be consolidated, the greater of:
1. Minimum dollar net capital requirement , or
2. 6%% of aggregate indebtedness or 2% of aggregate debits if alternative method is used.

(B) Do not deduct the value of securities borrowed under subordination agrements or secured demand notes covered by subordination agrements not in satisfactory 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-allowable

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

SEC 1695 (07-02) 13 of 28
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PART Il - FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

BROKER OR DEALER For the period (MMDDYY) froms010104{3932/to 12/31/04 [3933
.. CEROS BROKER SERVICE, INC.  Number of months included in this statement 12 3931
STATEMENT OF INCOME (LOSS)
REVENUE
1. Commissions:
a. Commissions on transactions in listed eqmty securities executed 0N @N BXCHANGR cvuvererueers.ivesserersimmsassresssisssrsssessessssssesssaensaons $ 177,033 3935
b. Commissions on transactions in exchange listed equity Securities eXecuted OVEr-tHE-COUNEE ......vccervercureersererrecremcesmesnecreesermmenen 3937
¢. Commissions on listed option transactions ... 66,357 3938
d. All other securities COMMISSIONS ....ccceeerismrrserenrneereene 151.503 3939
e. Total securities commissions 357,568 3940
2. Gains or losses on firm securities trading accounts
a.  From market making in over-the-counter equity securities bt bt bbbttt ar s 3941
1. Includes gains or (losses) OTC market making in exchange listed equity securmes ......... [ 3943
b. From trading in debt securities . 3944
c. From market making in options on a national securities exchange .. 3945
G, FrOM @l OEE tTAQING «....voeisiieriarieriseeesisisssesessesnscraresssseesensses s sasssssssesesessessesssssssrassssssanssssssssasessessasssessesessssssvasasssasbasssssssssones 3949
€. TOtA! GAINS OF (JOSSES) cerrrerererssisirsneisesesmesseressssssessraecsanenssnesnesnossessaseassasasssssesssnsanssssessssansansanes sessnssonsenssassasssesessan sansssssnssnsssssessen 3950
3. Gains or losses on firm securities investment accounts
a. Inciudes realized gains (losses) .............................................................................................
b, Includes unrealized QAINS {(JOSSES) .vvccerrrrermmermmmmerersemsismmemsersrencrsssasessreesiscenmmpsssessecsrcensrens
c. Total realized and unrealizéd gains (loses) M 3952
4. Profits or (losses) from underwriting and selling groups 3955
a. Includes underwriting income from corporate EQUItY SECUMHES ....uuemeemneervesvessemesresrsecsreerenes [4237]
5 MAIGIN INBIEST ...ooecseeririmsrrieest e etitreseansessseasstseseesssssns ok s st e rs S e seba s S0 828 bt b R a5 4o R Bt mep st e g0 3960
6. Revenue from sale of investment company shares ................. RORO 3970
7. Fees for account supervision, investment advisory and admmxsh’atnve SBIVICES oueriiveeremiinisrnrnrenrens 11,836 3975
8. REVENUE fTOM TESBAMCH SBIVICES uvviuverveeriscrsisieresesesersensismasessiessscssesarsosssonsectsee stesarassesserssiesansesserssreses s sensasoneassn s bdsmesamsonsacssbsassonsas 3980
9, Commodities reVenUE .....ic..leciierierecrnnsnecsnne 3930
10. Other revenue related to securities business.. %2 3985
11. Other revenue 562 3995
12. Total revenue $ 407,29 4030
EXPENSES
13. Registered representative’s compensation 4110
14, Clerical and administrative employees’ eXpenses ........evmeeeceeiieeccronne 4040
15. Salaries and other employment costs for general partners, and voting StOCKNOIGEr OFfICETS ..........vveeereeessissssssssseessesssssrecerssesssssssersens 21,760 4120
a. Includes interest credited to General and Limited Partners capital accounts ......cvceeevrvinncnn ] 4130]
16. Floor brokerage paid 10.certain brokers (588 ABANIONY ...overrererccreiriesirimsenrcsriseb et e ab st st s bes s pesonse st sbes et nesse 4055
17. Commissions and clearance paid 1o all other brokers {see definition) ... i . 213,976 4145
18. Clearance paid to non-brokers (see definition) 4135
19. Communications ‘ 4060
20, 0ccuPanCy and EQUIPIMIENL COSES ...uuuiucrriirriienre et cre et saet et s bbb s s bR e e heb bbb ne kbbb bt nes 4080
21. Promotional COStS ...pvvevremmverevivecs e L vesterare R AR AR08 AR RER 18R 4 05051 RS SRR RRR AR R01111 RERRRB RRS 4150
22, INTErBST BXPENSE .....osvirnrnerecensiseinerieeseserse st snesesas s ssssessesemmssssnsevenne 4075
2. Includes interest on accounts sub|ect to subordmatlon agreements
23, L055eS in e1TOr aCCOUNT AN DA TEDIS .....oovecerrre ettt aisereens st et bR R b SRR bR R b h 4170
24, Data processing costs (including service bureau service charges).... 4186
25, NON-reCUIMING:CRAIGES .ovcvicrernnsimirereiereimmse s nnncesssiaersssisesensrscns 4190
26, ReQUIALONY 1EBS AN BXPENSES ...cvecrrurmurereritsiriessessessasisessssinssessess sessase st sessesssissrress s st s s sedsense st sa SRR SRR e e ssb R RS R bR n0 3,714 4195
27. Other expenses evereseraestess Reas s sLRRA ARt ARR RS AR RS RE AR RA R AR AR AR RS R et 153,381 4100
28. Total expenses ...... . $_392,831 4200
NET INCOME
29. Income {loss) before Federal income taxes and items below (Item 12 iess M 28).......cvvvinrininirsinnisie i nsessiienns 14.460 4210
30. Provision for Federal iNCOME taXES (1Or PAFEME ONIY) vuvvvvvseuresssserresrsmsssssssesssssesecssasssssesesessusssssasssesssssasssssesseressionsssesessessesasessnesee 4220
31, Equity in eamings (l9sses) of unconsolidated subsidiaries not included aDOVE .....c..vveeemenisvisnninmscmssinssnensisnnns %S 4222
a. After Federal income taxes of .
32. EXtraordinary GAING (I0SSBS) .uuuivicerusummriusrnsssinsusississsmessissssstses s sesssasasssss s sms e RS SRR b e I 4224
a. After Federal income taxes of
33. Cumulative effect of changes in:accounting prinCiples ..c........cievvseee 4225
34, Netincome (loss) after Federal income taxes and extraordinary items ..... 14,460 4230
MONTHLY INCOME
35. income {current month only) before provision for Federal income taxes and extraordinary emMS ........uewoiercimmissinsnrimssnmsivniisnns 4211
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| FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART I

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 BALANGES

1. Free credit balances and.other credit balancesin customers’ security

accounts (see Note A, EXNIbIt A, RUIE 1563-3) ..o..oe.voocevroseesoeoreessn oo v $ [4340]
2. Monies borrowed colfateralized by securities carried for the accounts of

customers (see Note B) 4350
3. Monies payable against customers* securities loaned (568 NOte G) ....vovuveuiecorcrneieenriee e 4360
4. Customers’ securities failed to receive (588 NOE D) ..oovceieevrecenrimnniicenreninenesemenseens . 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 distributions receivable outstanding

over 30 calendar days et e s ettt et et et e et et e 43390
7. **Market vaiue of short security count differences over 30 calendar days old .........cccoevrverennne. 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 ...........coowrrmceereceniesenecron e b W
9. Market value of securities which are in transfer in excess of 40 calendar days and have not been

confirmed to be in transfer by the transfer agnet or the issuer during the 40 days .....cocoooeveveernnn. 4420
10, GREE (LIST] ovrrieeieiriiieies convmremte s sscsem s sss s ser st bbb sens s e banst bt st 4425
TAL TOTAL CREDITS .o e e e $ [ 4430}
DEBIT BALANCES
12. **Debit balances in customers’ cash and margin accounts excluding unsecured accounts and

accounts doubtiul of collection net of deductions pursuant to Note E, Exhibit A, Rule 15¢3-3....... $ w
13. Securities borfowed to effectuate short sales by customers and securities borrowed to make

delivery on customers’ securities failed 10 eIV ... v e 4450
14. Failed to deliver of customers’ securities not older than 30 calendar days 4460
15. Margin required and on depbsit with Options Clearing Carporation for all option contracts

written or purchased in customer accounts (SEE NOtE F) ......ocovure et 4465
16, ONET (LIST). cvvr vt cmsa s et as s sy sams s b s b nsa s bt ne s e bae bt b senen % 4469
17, **AGArEGALE GBI IEMS .....v.ovvveieeeeeuesees s see s s e s bt st ea s as o0 s s e s s e e bbb a st aenanbsensses $ 4470
18. **Less 3% (for alternative method only—see RuUlE 15C3-T{ (S} v vvrrerririire e ceer st b sssssasessr e e s s [ 4471
19, FHFTOTAL 14CB-3 DEBITS ... oerse et rrte st eas s s esse st b s e b4 sa s 28 s s Sensdsss anssensnssEnssnsassntn $ 4472
RESERVE COMPUTATION
20. Excess of total debits over totalcredits (line 19 1eSSTINE 11) oot s es st sas s abenes T 4480
21. Excess of total credits over total debits (€ 111855 M€ 19) weu.ecrieeec et s mes et ns e et 4490
22. It computation permitted on a monthly basis, enter 105% of excess of total credits over total debits ..........ccoovcveriinciriiesi 4500
23. Amount held on depo‘éit in “Reserve Bank Account(s),” including value of qualified securities, at end of reporting period ................. 4510
24. Amount of deposit (or withdrawal) including

$ - [4515 | Value Of QUANTIEd SBCUIIES ..v.vveveesosecseecrer st [4520]
25. New amount in'Reserve Bank Account(s) after adding deposit or subtracting withdrawal including

$ ‘ [4525 ] VAl OF QUAIIIEH SECURIES ....veeovose oo eeess s emesesss st s e meesses e e $ 4530
26. Date of deposit (MMDDYY) oo 4540

FREQUENCY OF COMPUTATION

27. Dailyks 4332 Weekly [4333] Monthly [4334]

** |n the event the Net Capital Requirement is computed under the alternative method, this “Reserve Formula™ shall be prepared in
accordance with the requifements of paragraph (f) of Rule 15¢3-1.
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FINANCIAL AND OPERATIONAL CONED UNIFORM SINGLE REPORT
PAR

1

BROKERORDEALER  GpROS BROKER SERVICE, INC.

as of 12/31/04

COMPUTATION FOR DETERMINATIG: RESERVE REQUIRTEMENTS
FOR BROKER-DEALERS UNDEJLE 15¢3-3 (continued)

EXEMPTIVE PROVISIONS
28. If an exemption from Rule 15¢3-3 is claimed, identify below the section upon which -exemption is based (check only one)
A (k1) — $2,500:capital category @5 PEr RUIE 15C3-T ... iveeeeeeeie e seoeerermseen s s sseebsase s imes st s siss s sesssssan
B. (k){2)(A) — “Special Account for the Exclusive Benefit of customers” maintained
C. (k){2)(B)—Al customer‘transactions cleared through another broker-dealer on y disclosed basis.

4335 X 4570

Name of clearing firm%; ‘ 2580
D. (k)(3) — Exampted by order of the COMIMUSSION .....vvveviirreerreeinieee ettt bt eess e s st
Information for Possession or Control ‘uirements Under Rule 15¢3-3
State the market valuation.and number of otems of:
1. Customers’ fully paid securities and excess margin securities not in the respondepossesion or contro! as of the report date
(for which instructions.to reduce to possession or control had been issued as of ‘eport date) but for which the required o
action was not taken by respondent within the time frame specified under Rul 15¢, Notes A and B
AL NUMDEE OF HBIIS ... eeee oo eoe oot seereeme e e ot R 5500 4587
2. Customers’ fully paid securities and excess margin securities for which instructioo reduce possession or control had not
been issued as of the report date, excluding items arising from “temporary lags wh result from normal business operations” T
as permitted under Rule 15¢3-3. Notes B, C and D 7589
AL NUMDEE OF HBMS ..ottt st etb e et sttt ses b s e erms et e an s sines
OMIT PENNIES

3. The system and procedures utilitzed in complying with the requirement to maintainysical possession or controf of

customers’ fully paid and excess margin securities have been tested and are funcaing in a manner adequate to
FUill the TEQUIEMENS OF RUIE 15C3-3 wooovrooeeoeseesns s eeesensesees e oo Yes 4584] No 4585

NOTES ;

A—Do not include in item one customers’ fully paid and excess margin securities requiredy Rule 15¢3-3 to be in possessi
required by the respondent as of the report date or required action was taken by respo{em with the time frames specified under Rule 1503-3.

B—State separately in response to items one and two whether the securities reported in re;onse thereto were subsequently reduced to possession or contro! by the

on or contro! but for which no action was

respondent.
C—Be sure to include in item two only items not arising from “temporary lags which resultom normal business operations™ as permitted under Rule 15
D—Item two must be respanded to only with report which is filed as of the date selected fethe broker's or dealer’s annual audit of financial statements, whether or not su.ch
date is the end of 2 calendar, quarter. The response to item two should be filed within 6(calendar days after such date, rather than with the remainder .OT this report. This
information méy be required on a more frequest basis by the Commission or the design}ted examining authority in accordance with Rule 17a-5(a)(2)(iv).

¢3-3.
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART II

BROKER OR DEALER CEROS BROKER SERVICE, INC. asof _12/31/04

SCHEDULE OF SEGREGATION REQUIREMENTS AND FUNDS IN SEGREGATION
CUSTOMER'S REGULATED COMMODITY FUTURES ACCOUNTS

SEGREGATION REQUIREMENTS
1. Net ledger balance:

B CASI otttk s s v £ b SR ba A e a4+ iR S P b e Aa e b s bt 5t sera R srsen 7010

B.  SECUMHES (A MATKEE) ..ottt sttt cees st ettt bbb e s s e s b b st s s s e et e bbb 7020
2. Netunrealized profit (foss) in open futures contracts traded 0n @ CONLraCt MATKe! ..........cccvvveererreniieceiren e e 7030
3. Exchange traded options:

A. Add: Market Value of an opeh option contracts purchased 6N a CONtraCt MATKEL ..............cocvevricecrer et e er e 7032

B. Deduct; Market Value of an open option contracts granted (sold) on @ contract Markel...........co.vveernreemcrnnneerereecrneecreannrne 7033
4, Net equity (deficitj (ORB1 OF 1, 2 8N 3) oot e sessses st s st smss s s s n e 7040
5. Add accounts liquidating to adeficit and accounts with debit balances with N0 0Pen trades ... e 7050
6. Amount required to be Segregated (101l 0F 5 ANG 4} ...ovvruscierieerisesieseeess s sesesess st iss e sbs s s s bt soss s bbbt s 7060
FUNDS ON DEPOSIT IN SEGREGATION
7. Deposited in segregated funds bank accounts:

AL CaSN et st et e 7070

B. Securities representing investments of customers’ fund (2 MATKE) ........c.ovveicrorer e s st me e s ans 7080

C. Securities held in particular-customers or option customers in lieu of cash (at MATKET) ........ocvccveimmrcic i 7090
8. Margin on deposits with clearing organizations of contract markets:

B SN e ettt ettt et e bt eba e R ba e e ea s Rk e s eas RS ben A 4Rt st b a bAoA et b bar s st eesensebe s aneies 7100

B. Securities representing investments ot customers’ fund (2t MATKEL) ....coveiieeee ettt ssn e s es e sarees 7110

C. Securitiés held in particular customers or option customers in lieu of cash (At MArKet) ........cccoverirereir et 7120
9. Settlemnent due from (to) clearing 0rganizations of CONLIACT MATKEIS .....uvv.icerreenssee st e sasres et st sb s s s seseesessios 7130
10. Exchange traded options:

A. Add: Unrealized receivables for option contracts purchased on contract Markets .........cooveeereveiierevese i enees 7132

B. Deduct: Unrealized obligations for option contracts granted (sold) on contract markets ...........ccecviveineecnrnesn s 7133
11, Net eQUIIES WIth OtNEI FOMS «..e et ettt et bt sb bbb s e et s s as s e s ebt st e e o st i senanns e 7140
12. Segregated funds on hand:

B B8N ettt et bbb e eSSk b eSSt ai s s R ba 84S i e8RSk S b ben e 2 b s skt ab bt nt e 7150

B. Securities representing investments of customers’ fUnds (8t MATKEL) .......coovvereverienroeeeesiis e sssss s s rese e araeren 7160

C. Securities held for particular customers in lieu 0f €ash (At MATKEL) .........cccermirierirircreeecrtner et ea oo st sere s e e en s 7170
13. Total amount in segregation *total of 7 through 12) ........ . - 3 7180
14. Excess (insufficiency) funds in segregation (13 minus 6) $ 7190
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FINANGIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART i

BROKER OR DEALER  opRoS BROKER SERVICE, ING. : asof_12/31/04

Ownership Equity and Subordinated 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.

Type of Proposal Amount to be
Withdrawal or : Withdrawn (cash (MMDDYY) Expect
Accrual ‘ Insider or amount and/or Net Withdrawa! or to

See below for ‘ Outsider? Capital Value of Maturity Renew

code to enter Name of Lender or Contributor (In or Out) Securities) Date (Yes or No)
%4 _ 14600 4601 4602 [ $ 4603 {4604 4605
% 4610 4611 4612 4613 {2612 [4615
K 4620 4621 4622 4623 4624 -1 4625
% _[4B30] 4631 4632 4633 [4634] 4635
%8 4640 4641 4642 4643 4644 4645
k) 4650 4651 4652 4653 4654 {4655
%o, ‘ 4660] 4661 4662 4663 4664] 4665
B [4670 [4671 [4672] [4673] [4674] [ 4675
%2 4680 4681 4682 4683 4684 4685
% 4630 4691 4692 4633 4694 4695]

Total $% [4699*

OMIT PENNIES

* To agree with the total on Recap (Item No. 4880)

Instructions:  Detail Listing must include the total of items 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 propased 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{v)), which could be required by the lender on demand or in less than six months.

WITHDRAWAL CODE: DESCRIPTIONS
1. Equity Capital
2. Subordinated Liabilities
3. Accruals
4. : 15¢3-1(c)(2){iv) Liabilities
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

Capital Withdrawals
PART I

BROKER OR DEALER

CEROS BROKER SERVICE, INC.

as of

12/31/04

RECAP

Ownership Equity and Subordinated 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.

1. Equity Capital
A. Partnership Capital:
1. GENLA! PAMNETS ...oovvoeieeror et vesmeemniescremasecrcssssmsesess s sen st sns s e s e % 4700
2. Limited ..o 4710
3. Undistributed Profits ....... 4720
4. Other (describe below) ... 4730
5. SOIE PrOPHEIONSTP woceieerirr ettt ettt sr b s besbns 4735
B. Corporation Capital:
1. COMITION STOCK ...t erecer sttt eee e sttt se s e ess s en 4740
2. Preferred S10CK .....coourierricceriirienee 4750
3. Retained Earnings (Dividends and Other) ... %6 4760
4. Other (describe DEIOW) ..o bbb 4779
2. Subordinated Liabilities
A, Secured Demant NOES .....ccccv et r e st crass s et s essnsssrasansassmsasessnns 4780
B. Cash Subordinates ....... 47390
C. Debentures .uvocvrvees 4800
D. Other {desCriDe DBIOW) c.u.vveveeeecevinirri st rasrnse st sss st e sessnssrssessas s sssenen 4810
3. Other Anticipated Withdrawals
AL BOMUSES ..ot et e et sttt e s 4820
B. Voluntary Contributions to Pension or Profit Sharing Plans . w57 4860
C. Other (describe BEIOW) .........cccoovvviviveiereie e 4870
TOB] covvrveseacssesresseesssas e sonses s ssms et s sa st SR8 58 AR08 SRS 4R 88 e 41 RS e Re e At $ 4880
4. Description of Cther
STATEMENT GF CHANGES IN OWNERSHIP EQUITY
(SOLE PROPRIETORSHIP, PARTNERSHIP OR CORPORATION)
1. Balance, bEGINNING.OF PEIIOO ......oc.ovrimieeeccrireie ettt cans s s e es s s bess s a5t ensens e et ertsbai s e sttt RS rbabt st rsan s e $ 98.945 4240
AL NBLINCOME (I0S8) 1.veeveirrerierreemrens i ersteists oo ecse e seacr et sescesensesesse st eat sesessnsseeesasensesets acanrasae s sesessesesesssme s n st sessnocseesessessaniss 14 ARD 4250
B. Additions {includes non-conforming capital of ...... $ 4263] %, T 4260
C. Oeductions (includes non-conforming capital of ... - § 4272 4270
2. Balance, end of period (FTOM [EM T8OB) ...t e siense et eer e enes i es st s bbb s masasns s senns $ 113.405 4290
STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
T0 CLAIMS OF GENERAL CREDITORS
3. Balance, DEGINNING Of PEIIOG .....o.orrrusceeere et cceeereios et seerts et ces b s b e8RS b bbb $ 4300
A. INCreases. ... 4310
B. Decreases ‘ o )| 4320
4. Balance, end of Period (From HEM 3520) ..ot ie e setstase s se et s s s be st be st b e sas et et S ran e b e Rea b st seane e $ 4330
OMIT PENNIES
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FINANGIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART Il

BROKER OR DEALER CEROS BROKER SERVICE, INC. asof 12/31/04
FINANGIAL AND OPERATIONAL DATA
1. Month end total number of stock record breaks unresolved aver three business days Valuation Number
AL BECAKS JOTIG .ovooevooeee oo eese e ee st se s e s e e et $ 4890 4900
B BFBAKS SNOM oot b w»3$ 4910 %, 4920
2. s the tirm in compliance with Rule 17a-13 regarding periodic count and verification .

s

Soe~Ne

11

12.
13.

14.

of securities positions and locations at least once in each calendar quarter?

(GRIBEK BRIE) .ovvesevee e eees s s sessesosoesessesessessreres s sees s st Yes [ ] [4630

Personnel employed at end of reporting period:

No [ [4940]

A, INCOME PIOQUCIRG PEISOMMEL ..o.vvvovvveeeeeere s ieseremesssessessss st rsses s sessesesess st eses oo ereasemensessesessasessns s sessasestsotsesosvemseeses i ennenonss 4950

B. Non-income producing personnel (all other). 4960

C. TOMA) oot ettt s 4970

Actual number of tickets executed during current month of reporting PEriOG .........c...ocenivireii et st eaee 4380

Nunber of corrected customer confirmations mailed after SEMEMENTAALE ...........ccuovveeeeeeriiieic bt et abe s 4990

Debit Credit
No. of Items (Short Value) No. of items (Long Value)

Money ditferences ...............ocomnneeeee B 5000] $ 5010 5020055$ 5030

Security suspense accounts...., 5040/ $ 5050 5060 § 5070

Security difference accounts 5080 $ 5090 5100] $ 5110

Commodity suspense accounts .............. 5120] $ 5130 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 .......... [5160] § 5170] [5180] § [5190
. Bank account reconcuhanons — unresolved

amounts over 30 calendar days ......... s 5200(%,% [5210], : 5220] $ 5230

Open transfers over 40 calendar days,

NOtCONAITMEd.. oo [5240) $ [5250 [5260] $ [5270)

Transactions in reorganization accounts

— over 60 calendar days..........coecenreene Yo 5280 $ 5290 5300{%¢3 5310

TOW i 5320| § 5330 5340] $ 5350

No. of ltems Leger Amount Market Value

. Failed to deliver 11 business days or longer (21 Business

Days or longer in the case of Municipal Securities) .................... 5360] $ 5361) 5362)
. Failed to receive 11 business days of longer (21 business

Days or longer in the case of Municipal Securities) .......cooeee. 5363) $ 5364 5365
. Security concentrations (See,instructions in Part [):

A, PIOPTIEIATY POSIHONS ...covvomiuvreesetsesesescosssemve s ssisssan sens s ssssse s ssssss s ssasab s sate e e s5s st sses s st be st 8 e bt s ss b e st enst et nt s 3 5370

B. Customers’ acCounts URAEr RUIB 15C3-3 ..ottt st s st seb a2k s s s st ben st eens $ 5374
. Total of personal capital borrowings due within six months ... . $ 5378
. Maximum haircuts on underwriting commitments during the penod ............ kot 5380
. Planned capital expenditures for business expansion during next six months . . $ 5382
. Liabilities of ather individuais or organizations guaranteed by reSPONGENL ........cco..evieriier et ce e ecens st $ 5384
. Lease and rentals payable WIthin OB YBAT .......co.ceiiiieiei ettt s e aa b st e bbbt bassnbans 3 5386
. Aggregate lease and rental commitments payable for entire term of the lease

AL BIOSS woooieiercis e v seeese st s aasss s see st se e b st a1 b SRR SRR PRk kRS RS bk AR e st b R aen s en $ 5388

B NBE ottt bt s bt e e84 8k SRR Ee R4 bt e b s RS ab et nen $ 5390

OMIT PENNIES
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CEROS BROKER SERVICE, INC.
AUDITED FINANCIAL STATEMENTS AND OTHER FINANCIAL INFORMATION

DECEMBER 31, 2004

AUDITED FINANCIAL STATEMENTS

INDEPENDENT AUDITORS' REPORT ...coouvtiisniseeimniinis i s sssissnsssssiines ssnsssssssssssssssns
STATEMENTS OF FINANCIAL CONDITION .vvvcovneeesvvessenmsesssesssssesssssemssesssssesssessesssenssssssssseenssnnns
STATEMENTS OF OPERATIONS AND ACCUMULATED DEFICIT ....ooiveviiiiciiirccnnensinieinenienn

STATEMENTS OF CASH FLOWS - DIRECT METHOD ....c.cccciimirenmini e i,

NOTES TO FINANCIAL STATEMENTS ueeittirieeiieeiseseesteessesesessnesesnessssssersvncssannssneesnessnesensssneessens

OTHER FINANCIAL‘INJFORMATION
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CERTIFIED PUBLIC ACCOUNTANTS
VISION » DIRECTION o SUCCESS

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, 2004 and 2003, 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 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 Ceros Broker Service, Inc. as of December 31, 2004 and 2003 and the results 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.

GRAY, GRAY & GRAY, LLP
Gy iy § Gray LLE

March 15, 2005

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



LIABILITIES AND STOCKHOLDER'S EQUITY

December 31,

2004 2003
CURRENT LIABILITIES -
Accounts payable " : ‘ $ 13,828 $ 19,480
Other payables 266 266
TOTAL CURRENT LIABILITIES 14,094 19,746
STOCKHOLDER'S EQUITY
Common stock, Class A, voting, $1.00 par value . . 150,000 150,000
Accumulated deficit . (36,596) (51,055)

TOTAL STOCKHOLDER'S EQUITY

TOTAL LIABILITIES AND STOCKHOLDER'S EQUITY

113,404 -

- 98,945

$ 127,498 . $ 118,691

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

STATEMENTS OF OPERATIONS AND ACCUMULATED DEFICIT

Year Ended December 31,

2004 . 2003
INCOME =
Commissions and service revenues 395,455 $ 312,073
Net unrealized (loss) from investment activities - (17)
Management fees 11,836 14,653
TOTAL INCOME : 407,291 326,709
OPERATING EXPENSES
General and administrative expenses ‘ , 391,715 337,133
Depreciation b 1,117 1,399
.TQTAL OPERATING EXPENSES 392,832 338,532
INCOME (LOSS) BEFORE PROVISION FOR STATE INCOME TAXES 14,459 (11,823)
PROVISION FOR STATE INCOME TAXES
NET INCOME (LOSS) 14,459 (11,823)
ACCUMULATED DEFICIT AT BEGINNING OF YEAR {(51,055) (39,232)
ACCUMULATED DEFICIT AT END OF YEAR $ (36,596) $ (51,055)

The accompanying notes are an integral part of these financial statements.
-4-
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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 (gain) loss
(Increase) decrease in assets:
Commissions receivable
Prepaid expenses
Due from affiliate
Employee advances
Increase (decrease) in liabilities:
Accounts payable :

TOTAL ADJUSTMENTS

NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES

Year Ended December 31,

2004 2003
$ 14459  § (11,823)
1,117 1,399

i 17
(8,524) (1,519)
(1,927) (631)
o . 61,932

- 2,000
(5,652) 6,332
(14,986) 69,530
$  (527) ' § 57,707

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

-6-
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CEROS BROKER SERVICE, INC.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2004

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 Association 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. Valuation
allowances are established when necessary to reduce deferred tax assets to the amount expected to be
realized. At December 31, 2004, deferred tax assets and liabilities were immaterial.

Commissions - Commissions and related clearmg 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.

MADAN, CODANV DAV TID D TIEIE PTIRI I ACCANITIANITANTC
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CEROS BROKER SERVICE, INC.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2004

NOTE 3 - PROPERTY AND EQUIPMENT

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

Estimated
2004 2003 Useful Lives
Property and eqﬁibment | $ 11,919 $ 11,919 5-—7 Years

Less accumulated depreciation 10,531 9,414

: $ 1388 $ 2,505

NOTE 4 - INCOME TAXES

In 2003, the Company dld not reflect a provision for income taxes because it had an operating loss. In
2004, current federal and state income taxes on approximately $16,000 of taxable income were offset by
the use of net operating loss carryforwards; therefore, the Company did not reflect a provision for income
taxes. 'As of December 31, 2004, the Company has approximately $76,000 of net operating loss
carryforwards available to offset future taxable income.

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

2004 2003

Current Noncurrent . Current Noncurrent
Deferred tax asset $ 5,955 $ - $ 11,100 $ -
Deferred tax liability - - - -
Valuation allowance ~(5,955) - (11,100) -
Deferred tax asset (liability), net $ - $ - - $ - $ -

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.

Y iR YN ENF A ATV EAF T T T ATTTTTTTIFTTY 3T TOT T2 A 7 727 T IR T'T° A R T 1°CY



0

CEROS BROKER SERVICE, INC.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2004

NOTE 5 - REGULATORY REQUIREMENTS

Pursuant to net capital provision of Rule 15¢3-1 of the Securities Exchange Act of 1934, the Company is
required to; mamtam 2 minimum net capital, as defined under such provisions. Net capital may fluctuate
on a daily basis. The Company had net capital, as defined, of $106,048 and $92,409 at December 31,
2004 and 2003, respectively. The minimum net capitai 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.”

NOTE 6 - RELATED PARTY TRANSACTIONS

Economic Dependency The Company is affiliated with other companies in the same line of business.
Ninety-five percent 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 (55% in 2004 and 60% in 2003) of the
commissions earned, on these transactions are paid back to the foreign affiliate as commission expense.
In 2003, this affiliate was also reimbursing the Company for certain operational costs.

Total commissions paid back, net of reimbursed costs totaled $213,976 and $182,866 for the years ended
December 31, 2004 and 2003, respectively. The Company received management fees of $11,836 and
$14,653 from an affiliate in 2004 and 2003, respectively. The management fees relate to administrative
charges to the related party.

Approximately 5% and 10% of the Company’s commissions are earned from entities that are related to
an officer of the Company for the years ended December 31, 2004 and 2003.

NOTE 7 - CAPITAL STRUCTURE

As of December 31, 2004 and 2003, 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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CERTIFIED PUBLIC ACCOUNTANTS
VISION ° DIRECTION » SUCCESS

INDEPENDENT AUDITORS' REPORT ON OTHER FINANCIAL INFORMATION

Board of Directors
Ceros Broker Service, Inc.

Our audits for the years ended December 31, 2004 and 2003 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 financiai
statements taken as a whole.

GRAY, GRAY & GRAY, LLP
Gray Giay & Giay LLP

March 15, 2005

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

SCHEDULES OF GENERAL AND ADMINISTRATIVE EXPENSES

Year Ended December 31,

2004 2003

Officer's salary $ 21,760 ¢ 27,200
Commissions expense ‘ 213,976 182,866
Clearing charges 114,339 94,266
Professional fees 23,428 18,727
Office 7,797 4,951
Payroll and other taxes - 4,275 2,851
Dues and registrations : 3,714 2,106
Telephone 1,791 2,106
Insurance ; 635 2,060

TOTAL GENERAL AND ADMINISTRATIVE EXPENSES $ 391,715 $ 337,133

-12-
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CERTIFIED PUBLIC ACCOUNTANTS
VISION ° DIRECTION ° SUCCESS

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, 2004 and 2003, 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 ail 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.

-13-
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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, 2004 to meet the Commission's objectives.

This repdrt 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.

GRAY, GRAY & GRAY, LLP
Gray Gy $ Gy L2

March 15, 2005



