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FORM X-17A-5 SEC FILE NUMBER
PART Il 6. 47955

FACING PAGE
Informatlon Requlred 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__01/01/05 AND ENDING__12/31/05
i ; 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 jBUSINESS: (Do not use P.O. Box No.) FIRM I.D. NO.
! |
17 MonsignorEO’Brién Highway
: | (No. and Street)

|
Cambridge, MA 02141
(City) ; | (State) (Zip Code)
NAME AND TELEPHONE NUMBER QF PERSON TO CONTACT IN REGARD TO THIS REPORT
Michael D. Koppel,! CPA 781-407-0300
(Area Code — Telephone Number)

B. A‘CCOUNTANT IDENTIFICATION

|

INDEPENDENT PUBLIC ACCOUNTA:NT whose opinion is contained in this Report*
f

Gray, Gray & Grav;%LLP

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

34 Southwest Park Westwood, MA 02090
(Address) { (City) (State) (Zip Code)
|
CHECK ONE: ‘, j

gi Ccrti.ﬁed Public éccounta{‘nt PROCESSE!D
Public Accountant | .,

[0 Accountant not resident in United States or any of its possessions.
|

H
" FOR OFFICIAL USE ONLY v FI!GXR’.’?\H“
: ANCIAL

BN

|
*Claims for exemption from the requirement that the annual report be co thewpinion of an independent public accountant
e 3&

must be supported by a statement of facts}and circumstances relied on as the exemption. See Section 240.17a-5(e)(2)
|
; \ \«G
{

Potential persons who are to respond to the collection of
mformatlon contained in this form are not required to respond
SEC 1410 (06-02) unless the form displays a currently valid OMB control number.

|
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‘ OATH OR AFFIRMATION
: !
I, Mark Hausman' | , Swear (or affirm) that, to the best of

my knowledge and belief the accompangfing financial statement and supporting schedules pertaining to the firm of
Ceros Broker :Servi}ce, Inc. , as
of December 31 | ,20 05 , are true and correct. I further swear (or affirm) that

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

A/
| g>
? G 777 ~—""_\
‘} Signature
| ! —+
R N ok N/
| HOWARD D ®ARP Tide

, Notary Public

7 My Commission Expires
‘ January 9, 2009

Notary Publi¢/ ;

I AMAAALAAAALLAALALALAAAALAAAALALAARAAD

This report ** contains (check all applic}able boxes):

(a) Facing Page.

‘ \
(b) Statement of Financial Condition.

K]

Kl

Kl (c) Statement of Income (Loss). |

K]l (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.

Bl (g) Computation of Net Capital.

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

[J @) Information Relating to the Pos$ession or Control Requirements Under Rule 15¢3-3.

Bl () A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination jof the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

[0 (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation. 5

0 (1) An Oath or Affirmation.

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

[J (n) Areportdescribing any material Inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions ofconﬁdential‘treatmént of certain portions of this filing, see section 240.17a-5(e)(3).
|
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Securities and Exchange Commission

73 Tremont Street - Suite 600

Boston, MA 02108-3912

We have audited the Focus Report of Ceros Broker Service, Inc. as of December 31, 2005. The audit
was made in accordance with auditing standards generally accepted in the United States of America and,
accordingly, includes a review. of the system of internal control, the procedures employed for
safeguarding securities, the practices and procedures employed in complying with rule 17a-13 and in the
resolution of securities differences, and such tests of the accounting records and such other auditing
procedures as we considered necessary in the circumstances, including the auditing procedures
prescribed by the Securities and Exchange Commission. There were no material differences with respect
to the computation of Net Capital under SEC Rule 15¢3-1, and the computation of Determination of the
Reserve Requirements under Exhibit A of Rule 15¢3-3. We found no inadequacies in our audit of the
above mentioned procedures and systems.

In our opinion, the Focus Repbrt, with all supporting statements and schedules, present fairly the
financial position of Ceros Broker Service, Inc. at December 31, 2005 in the form prescribed by the
Securities and Exchange Commi$sion, in conformity with accounting principles generally accepted in the
United States of America applied}on a basis consistent with that of the preceding year.

GRAY, GRAY&GRAY LLP
Grogy oy § Gy, "

Giy Gy 8 Gy LLE

March 15, 2006

34 SOUTHWEST PARK o WESTWOOD, MASSACHUSETTS 02090
TEL: 781-407-0300 e FAX: 78&—407—0303 ° E-MAIL: GGG@GGGCPAS.COM o WEB: WWW.GGGCPAS.COM




J UNITED STATES

'SECURITIES AND EXCHANGE COMMISSION

! Washington, D.C. 20549

OMB APPROVAL

hours perresponse, .....

OMB Number: 3235-0128
Expires: January 31,
Estimated average burden

2007

12.00

Form - FOCUS REPORT
X_1 7A_5 : ‘j(Financial and Operational Combined Uniform Single Report)

PART ||

g (Please read instructions before preparing Form.)

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

4) Special request by desugnated examining authority -

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

NAME OF BROKER-DEALER : { SEC FILE NO.
‘ | 8-47955 [14]
FIRM 1.D. NO.
Ceros Broker Serv1ce‘ Inc, 13
ADDRESS OF PRINCIPAL PLAGE OF BUSINESS (Do Not Use P.0. Box No.) 37869 (15
/ FOR PERIOD BEGINNING (MM/DD/YY)
17 Monsignor O‘lﬁ;j,_en Highway 20
(No. and Streeh 01/01/05 [24
f ! AND ENDING (MM/DD/YY)
Cambridge[ 21 MA [22] 02141 [23
(City) ; (State) ~ {ZipCode) 12/31/05 25 )
NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT (Area Code) — Tefephone No.
' |
Michael D. Koppel, CPA [30] _781-407-0300 31
NAMES OF SUBSIDIARIES OR AFFILIATES CONSOLIDATED IN THIS REPORT: OFFICIAL USE
‘ ‘ [32 33
[34]
l 37
38 ]
. : 1
M 1 © DOES RESPONDENT CARRY ITS OWN CUSTOMER ACCOUNTS? ~ YES [ [40] NO

CHEGK HERE IF RESPONDENT IS FILING AN AUDITIED REPORT

EXECUTION:

The registrant/broker or dealer submitting 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
complets. 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, correct and complete as previously

submstted
Dated the ZzF day of fj/dééﬂ A
Manual ures of:

;Princﬁﬁal Executive Officer or Managing Partner

2)

\Principal Financial Officer or Partner
3)

iPrincipal Operations Officer or Partner

ATTENTION — Intentional misstatement or omissions of facts constitute Federal
Cfiminal Violations. (See 18 U.S.C. 1001 and 15 U.S.C. 78:f(a))

]
|

L ._J Persons who respond to the collection of information contained in this
form are not required to respond unless the form displays a currently valid

OMB control{number

%
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TO BE COMPLETED WITH THE ANNUAL AUDIT REPORT ONLY:

INDEPENDENT PUBLIC ACCOUNTANT whose opinior:1 is contained in this Report

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

Gray, Gray & Gray, LLP [70 |
ADDRESS ; |
|
34 Southwest Park | | 71| Westwood 72 | MA [73] 02090 74
Number and Street \‘ City State Zip Code
CHECK ONE
K] 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
MM/DD/YY

DGC. SEQ. NO.

CARD

(50

L 51

L 52

[ 53
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART I

%ROKEROR DEALER Ceros Broker Se]‘:vice, Inc. N 2 100

IRENENE

STATEMENT OF FINANCIAL CONDITION

| as of (MM/OD/YY) 12/31/05 99
‘ | SEC FILE NO. 8-47955 98
| ‘ Consolidated | | [198
| ! Unconsolidated | | {799
|

ASSETS
‘ Allowable Non-Allowable Total
T S T 4. 450 200 $ 4,450  [750]
2. Cash segregated in compliance with federal | ‘
and other regUIations .........ccevweveeesesesrersnens ‘ 210 760

3. Receivable from brokers or dealers and
clearing organizations: : i
A. Failed to deliver: :
1. Includable in “Formula for Reserve |
Requirements™ ........coovcnmcnenedinnn.

M’M
w{ny
oo

CJ 1 SO S, ! 770
B. Securities borrowed: ! ‘
1. includable in“Formula for Reserve | |
Requirements” i - [240]
PR 011 PO O 250 780
C. Omnibus accounts: ‘
1. Includable in“Formula for Reserve : |
Requirements” bereessnnine | : 260
2. OMIBE eossoesreessssssomsoresmsssssmesssssissnessessn Py 270 790
D. Clearing organizations:
1. Includable in“Formula for Reserve ' !
REQUITEMENLS" wevvvvevrseverssensesssessesesseasesseensrens , 100,000 280
2. Other... 290 800
E. Other.. v s s 1 33,052 300§ 550 |+ 133,052 810
4. Recewables from customers ‘
A. Securities accounts:
1. Cash and fully secured accounts ...c......c... ' 310
2. Partly secured accounts ..., 320 560
3. Unsecured accounts .... o 570
B. Commodity accaunts ............. s | : 330 580
C. Allowance for doubtful aCCOUNtS ..v.evvvsivvreceerscnens |+ & y1335 | ( )| 590 820
5. Receivables from non-customers: }
A. Cash and fully secured accounts .........cc.ocuvceennee 340
B. Partly secured and unsecured accounts ‘ 350 18,984 600 18,984 830

6. Securities purchased under agreements i

to resell S 360 | % 605 [840 |
7. Securities and spot commodities owned, ;

at market value:

A. Bankers acceptances, certificates of

8

deposit and commercial Paper ......c.cemminrninnes ‘ 370
B. U.S. and Candaian govemment ‘

obligations... rreseresstnaseseresesteressanesasersasrans | 380
C. State and munmlpal government i

obligations re s 390
D. Corporate obliQations ...........everrereorereencrsrsisnas % 400

OMIT PENNIES

SEC 1695 (07-02) 3 of 28
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
| PART Il

BROKERORDEALER Ceros Broker Service, Inc. asof 12/31/05

" STATEMENT OF FINANCIAL CONDITION

ASSETS
Allowable Non-Allowable Totat

StOCKS a0 WAITAMS .vvvevceirereveresnsssnivcmsneserenss .5 § 410
Options j 420
Arbitrage.......c.... 422
Other securities ..... " 424
. Sport commodities .........coocrernen. e 430 $ 850
8. Securities owned not readily marketable: |

A AtCost...? § C1130] 440] $ 610 860
9. Other investments not readily marketable: i

A. AtCost.. $ [Fan],

B. At estimated fair value ........cccovurreernranen, Y . 450 620 870
10. Securities borrowed under subordination

agresments and partners’ individual and |

capital securities accounts, at market value:

A. Exempted J

securities.. § 1150 ],

B. Other ... $ { [160] %o 460 530 880
11. Secured demand notes-

market value of collateral: : !

A. Exempted

securities .. § P 170

B. Other....$ . [80] 470 640 890
12. Memberships in exchanges: ‘

A. Owned, at market

VAU .oves. $ ‘ [ 190 ||

~ T omm

B. Owned at cost .......coocreeirrricrsininns 650

C. Contributed for use of company, ‘ :

at market value .....ocoeinneec : %2 660 300

13. Investment in and receivables from affiliates,

subsidiaries and associated partnerships ! 480 J—G—m A7 910
14, Property, furniture, equipment, leasehold l

improvements and rights under lease

agreements: ‘

At cost (net of accumulated depreciation -

ANG AMOMZANON)..evrvreeeron e scesrerssrnees : 490 403 680 403 920
15. Other Assets: i :

A. Dividends and interest receivable .............. ‘ 500 690

B. Free shipments ......ccoveveniinnns “ 510 700

C. Loans and advances . 520 4,000 710

D. MISCRIIANEOUS ..ovvvvrvvevcsrmvnrrersrsensrrens e ‘ 530 4,306 720 8,306 930

16. TOTAL ASSETS .o s __137,502  [s40]%s_ 27,693 740] $ 165,195 940

OMIT PENNIES

SEC 1695 (07-02) 5 of 28




;
f

FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
| PART Il

BROKER OR DEALER (

Ceros Broker Service, Inc.

asof __12/31/05

| STATEMENT OF FINANCIAL CONDITION

LlAjBlLITIES AND OWNERSHIP EQUITY (continued)

| Al Non-A.l
i Liabitities™* Liabilities* Total
Liabilities ;
17. Bank loans payable: J
A. Includable in “Formula for Reserve f
Requirements” 8 1030 1240 $ 1460
B. Other.....cvcceeen : ‘ 1040 1250{ $ 1470
18. Securities sold under repurchase agrement..:l 1260 1480
19, Payable to brokers or dealers and : | '
clearing organizations:
A. Failed to receive: ‘
1. Includable in “Formula for Reserve !
REQUIEMENES” ...ooncrecrsmsrsrisascssresnsesssciseiiens ! 1050 1270 1490
2. Other..... 1060 1280 1500
B. Securities loaned:
1. includable in “Formula for Reserve ;
ETTIC T N —— | 1070 9 1510
20 OMET oevrcesnsssessresesesses s sereeseesssnions A 1080 [1290] 1520
C. Omnibus accounts: i
1. Includable in “Formula for Reserve !
REQUIMEMENLS” 1ovveererrseersserersen I ‘ 1090 1530
2. OHNETcoerreressvsssssssr s sssesscsssnsinss : 1095] %, [1300] 1540
D. Clearing organizations: 1 :
1. Includable in “Formula for Reserve |
REQUITEMENTS™ ovvvcevessesssarssssesesccssenssseesssrine | 1100 [1550
2. Other........ s | 1105 1310 1560
E. OHhED cormmsnrirnissssssscssasessssisssanssvesenes : 1110 1320 1570
20. Payable to customers: )
A. Securities accounts-including free credits |
of S [es0] 1120 % 1580
B. COMMOMIES ACCOUNS .ovrvrrrrsrsesrissrsissssscenes S S 1130 [1330] 1590
21, Payable to non customers; 1
A, Securities aCCOUNES ....ccvervenreienreiinenress ! 1140 1340 1600
B, COMMOGIES ACCOUNS w.ovrrerrrvrrresbasrsrrin j 1150 1350 1610
22. Securities sold not yet purchased at market
value-including arbitrage 1 .
of r$ [seo]! [1360] [1620]
23. Accounts payable and accrued liabilities i
and expenses: ‘
A, Drafts Payable .....cocrmiemrsrisrenars e ‘ 1160 1630
B. Accounts payable ‘ 3 11,671 1170 11,671 1840
C. INCOME taXes DAYADIE ..ovvvevvvevcrereerrcrvassereesesaersens ! 3,233 1180 \ — 3,233 1650
D. Deferred iNCOME tAXES ..ooevmuversunssssecrnn ensennnens i % [1370] 1660
E. Acrued expenses and other liabilities ...... 1190 1670
0 S e 1200 [1380] 1680
|
| OMIT PENNIES

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

BROKER OR DEALER Ceros Broker Service, Inc. asof_12/31/05
|

STATEMENT OF FINANCIAL CONDITION

LIABILITIES AND OWNERSHIP EQUITY (continued)

: Al Non-A.l.
! Liabilities* Liabilities* Total
Liabilities J
24. Notes and mortgages payable: 1
A, UNSBOUTRA ....veonervenirercrcomsrssrcmeseressasseasieseeneenres .8 1210 $ 1690
B. Secured SRS S 1211 § [ 1390} 1700
25. Liabilities subordinated to claims ‘
of general creditors: !
A, C2Sh DOMOWINGS! cevvvsveevereermermmsmesmersencorserpimsennye | 1400 1710
1. from outsiders%$ l 970‘
2. Includes equity subordination 15c3 1(d
of v ]
B. Securities borowings, at market value ....... : | 1410 1720
from outsiders $ 1990 |
C. Pursuant to secured demand note ‘ “
collateral agreBmeNts ......cccomurvenrivmensversinsesasssns 1420] % 1730
1. from outsiders § 1000 |
2. Includes equily subordination (15¢3-1(d)
of ....... $ 1010
D. Exchange memberships contributed for ‘ ‘
use of company, at market Value ...........cocceerenne, ,‘ % | 1430 1740
E. Accounts and other borrowings not
gualified for net capital PUTPDSES ....cvveuiirseecrecnnes 1220 1440 1750
26. TOTAL LIABILITIES ..o cerevcrenmnmsecransennae 8 14,904 1230| § 1450] $ 14,904 1760
Ownership Equity
27. Sole Proprietorship c.voeenenens frete st s AR e A LR bAoA o4 RR RS AR E ek Rt RO 0S 3 1770
28. Partnership-limited Partners ..........eucvessesienes | L0740 RSOOSR 1780
29. Corporation: ‘
A, PIEIBITEE SEOCK 1vvuvrerecceruenracrmciecrsmsseesesseesessctsensefaetsmssssnssennsssorssrasssssssenssesecsssasansasescrssss 1791
B. Common 5t0CK ....crvecerrvenis R 150,000 1792
C. Additional paid-in capltal ivesrsssssimonsrersanis 1793
D. Retained earnings relire st bRt e st nn st 291 1794
E." Total...... ‘ ‘ ..... 1795
F. Less capital stock in treasury S " )| 1786
30. TOTAL OWNERSHIP EQUITY oovormsicecionrrnsisnsssiscsnasssissssssssassusasssassosssmsessasssssssssssassssssssonsasssssssssssos siosansenssasesassenssasesansesson 150,291 1800
31 TOTAL LIABILITIES AND OWNERSHIP EQUITY w..oovecseeevesrecssoenenesssssrssessmsssssessemesesesesmesesees s - $ 165,195 1810
|
‘ OMIT PENNIES

*Brokers or Dealers electing the alternative net capital reqﬂ:irement method need not complete these columns.
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
| PART Il

|
BROKER ORDEALER  Ceros Broker Service, Inc. asof 12/31/05
COMPUTATION OF NET CAPITAL
. |
1. Total ownership equity from Statement of Financial Conditon « Hem 1800 .......couumurveeemssmnniscsssnssismssssssss s ssscsisseseasesscns $ 150,291 3480
2. Deduct Ownership equity not allowable for Net Capital .) { )] 3480
3. Total ownership equity qualified for Net Capital ; ...................................................................................................................... 150,291 3500
4, Add:
A. Liabilities subordinated to claims of general creditors allowable in computation of net capital 3520
B. Other (deductions) or allowable credits (List) ... o 3525
5. Total capital and allowable subordinated liabilities 3530
6. Deductions and/for charges: |
A. Total nonallowable assets from
Statement of Financial Condition (Notes B and C) ............vevecemrmmsmmmssscosmssossrsssssssissssssessessssons $ 27,693 3540
1. Additional charges for customers’ and ‘
NON-CUStOMETS" SECUMEY ACCOUMS ..ovrrcreeserrintinissssesnssriss e snis st sasisssssssssess $ 3550[
2. Additional charges for customers’ and
non-customers' commodity accounts ............ ; ................................................................ 3560
B. Aged fail-to-Geliver ........covecrnccreernanns 3570
1. Number of items .. )
C. Aged short security differences-less
reserve of $ 3460/ % 358
number of items .. revonas 3470 ‘
D. Secured demand note deficiency ......... b e e st er et en 3590
E. Commodity futures contracts and spot commodmes
- Proproetary Capital CRATGES ........ceorremesssssnsbonces esseesnessrissssimenmerssesssiseesensssssossnisnseone 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 deductions and/ON CHAMGES ....coicciivrmimciniii e i st s st s bbb st b s aase b e st s n e ren s ( 27,693 )i 3620
7. Other additions and/or allowable CTEAILS (LIST) v dhurersemimemersmnresirinmnssensnrmn s icsmsesssssssiasisssassessssssresssssensssrserssssnssssessasses 3630
8. Net capital before haircuts On SECUMHIES POSIIONS .......leiuercerrrinenre et ririsessensesvrs s sren b st sses st ses b s nessae bbbt s st e tee $ 122,598 3640
9. Haircuts on securities: (computed, where apphcable pursuant to 15¢3-1(f)):
A. Contractual securities committments ... 3660
B. Subordinated securities borrowings 3670
C. Trading and investment securities:
1. Bankers' acceptances, certificates of deposit and COMMErcial PAPET ......msriserieneeenns By 3680
2. U.S. and Canadian government obligations ....l....oevevvucresssncvirnnns . 3690
3. State and municipal government obligations ... - 3700
4, Corporate obligations .........ececvcerernivecnnne . 3710
5. Stocks and warrants . . 3720
B, BPHONS oottt e b s a2 3730
7. AIDHIA0E coovveeievssveeesresrcrcsrrareserenes R AL e bR R R R R AR bt 3732
8. Other securities s s " 2,000 3734
D. Undue Concentration .. rres s s st b s b 3650
B 011 (A1 RSOOSR S S 3736 ({ 2,000 3740
10. Net Capital 120,598 3750
OMIT PENNIES

'
'
|
|
|
0
'
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FINANCIAL AND DﬁERATIONAL COMBINED UNIFORM SINGLE REPORT
| PART I

BROKER OR DEALER ~ Ceros Broker Service, Inc. asof 12/31/05

\
MPUTAT]ON OF BASIC NET CAPITAL REQUIREMENT
|
|
|

Part A
11, MInIUM NEt CAPtal FQUITE (67,5 OF N8 18) ..ottt $ 994 3756
12. Minimum dollar net capital requirement of reporting broker or dealer and minimum net capltal requirement
of subsidiaries computed in accordance with Note (A) srrtaensrsbon st s s sa s ssearasraencane . $ 5,000 3758
13. Net capital requirement (greater of g 11 05 12) .c.vvccdovcmoinnesrinernnsinn s . $ 5,000 3760
14. Excess net capital (line 101858 13) wvc.vvecrsricrennreenns . § 115,598 3770
15. Excess net capital at 1000% (line 101655 10% OF I8 19) wuvcvrvoerrmrecsmnensssicrsessisnesis s ssnscsnsss st ssisssss s sasssssssssssssssssons, 35 119,443 3780
COMPUTAﬂDN OF AGGREGATE INDEBTEDNESS
16. Total A.l. ||abxlmes from Statement of Financial Condmon .................................................................................................................... $ 14,904 3790
17. Add: :
A. Drafts for Immediate credit ‘ .............................................................. "3 3800
B. Market value of securities borrowed for which no equr\nlent value
is paid O Credited......vuiemrennirersssecssnnirens , ................................................................. 3810
C. Other unrecorded amounts (List) ... 3820] $ 3830
18. Deduct: Adjustment based on deposits in Specia) Reserve Bank Accounts (15¢3-1(c){1)(vii)) .. 3838
19, TOa] AQQTEOALE INABDIBANESS ..vvvveeseersvvessssesssrerssssssssssbesessssasessssassssssssassasssssssssssseses esisssssessssessassessesessessesnssnt s essssssssssssessessesserenens $ 14,904 3840
20. Percentage of aggregate indebtedness to net capital (||ne 19 5 BY IN@ 10) oottt s seses st nbe % 12.36 3850
21, Percentage of aggregate indebtedness to net capital after anticipated capital withdrawals
{line 19 + by line 10 less Item 4880 page 25) ........... ;. ....................................................................................................................... % 12.36 3853
|
CDMEUTAHON OF ALTERNATE NET CAPITAL REQUIREMENT
[
Part B |
22. 2% of combined aggregate debt items as shown in Fog’mula for Reserve Requirements pursuant to Rule 15¢3-3
prepared as of date of the net capital computation including bath brokers or dealers and consolidated subsidiaries’ debits .............. %S 3870
23. Minimum dollar net capital requirement of reporting 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 (ine 101855 24) v 3910
26. Percentage of Net Capital to Aggregate Debits (line 10, + by line17 page 8) 3851
27. Percentage of Net Capital, after anticipated capital wnhdrawals to Aggregate Debits
(line 10 less item 4880 page 11 + by line 17 page 8) ........................................................................................................................ % 3854
28. Net capital in excess of the greater of:
A. 5% of combines aggrepate debit items or $120, ODO .................................................................................................................... $ [ 3820
| OTHER RATIOS
Part C ‘
|
29. Percentage of debt to debt-equity total computed in a&cordance With Rule 153-1(d) c.vvovvirriniir it isennines % 3860
30. Options deductions/Net Capital ratio (1000% test} total deductions exciusive of fiquidating equity under
Rule 15¢3-1(a)(6), (a)(7) and (c}(2){x) + Net L0 111 L OO OO PO RO PT TP % 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 dolfar net capital requirement , or
2. 6%,% of aggregate indebtedness or 2% of aggregqte debits If alternative method is used.
(8) 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 contnbuted 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.

|
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PART Il - FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

BROKER ORDEALER  Coros Broker Service, Inc. Forthe period (MMDDYY) from1 /1 /0538321012731 /05 3833
; | Number of months included in this statement 12 3931
STATEMENT OF INCOME (LOSS)

REVENUE |
1. Commissions: ‘
a. Commissions on transactions in listed equny secupttes executed on an exchange $ 217,701 3935
b. Commissions on transactions in exchange listed equity securities executed over-the-counter... 3937
¢. Commissions on listed option transactians .......... e s e AR A R p st bee 80,530 3938
d. All other securities commissions ............ 400,105 3939
8. TO!Al SECUMHIES COMMISSIONS weuurvervorereedecrsssimseeessenmsssmsessissssssesessesrassussesarass s insssssnsssssssssessssssemesssssaesssnasessessssessssmasnsessesssssenessssnne %o 698,336 3940
2. Gains or losses on firm securities trading accounts

a. From market making in over-the-counter equity seéurities ............................................... 3941
1. Includes gains or (losses) 0TC market maklng in exchange listed equity securities [3943]

D, FrOM trAdiNG I GBDE SBCUMIES uvuusurissdereeerannssseessrerseeesssssssssssssessssessenmsnnsassessssssssssssssessesesseessnsesmansessossesesssseetiseesseseeressersesenmmennns 3944

¢. From market making in options on a national securmes BXCHANGR .covceiiveniirisrassassasennresreneaserise s ssensnassssesse st ssr st ssasasasssssssesseans 3945

d. From all other trading 3949

e. Total gains or (losses).... 3850
3. Gains or losses on firm securmes mvestment accounts

a. Includes realized gains (losses)

b. Includes unrealized gains (losses) ...

c. Total realized and unrealized gains (loses) ......... M 3952
4. Profits or {losses) from underwriting and seiling GrOUPS o sesesenns 3955

a. Includes underwriting income from corporate eqmty securities ..
5. Margininterest .....oenrceinicii s 3960
6. Revenue from sale of investment company shares 3970
7. Fees for account supervision, investment advisory and administrative services . 32,896 3975
8. Revenue from research services 3980
9. Gommodities revenue 3890

10. Other revenue related {0 SBCUMHIES DUSINESS .....v.cvvertrerreriminsierserisnersessmssessessessssanssniansssessssessmssasesssesssssss s st sassasssessssssssesstssassenee M 3985
11. Other revenue 150 3995
12. Total revenue 731,382 4030

EXPENSES 1

13. Registered representative’s compensation .........c....... Letsotrtreebeabsa b st e bbb b s e bR bR b e Rar e RO SRS R PR BRSO N et b e se RO RS TR R R $ 4110
14, Clerical and administrative employees' expenses ..... 4040
15. Salaries and other employment costs for general partners and votmg stockholder oﬂicers ....................................................... 65,280 4120

a. Includes interest credited to General and Limited Partners capital aCCOUNLS wovvvverriencrine . Ol

16. Floor brokerage paid to certain brokers (see definftion):...........eeeeuerienns . v 4055
17. Commissions and clearance paid to all other brokers (see definition) v %2 339,903 4145
18. Clearance paid to non-brokers (see definition) ..........beceovcnvenrccns 4135

19. Communicaions ........cuveenvcrnene 4060
20. Occupancy and equipment costs 4080
21, PrOMOLONA! COBES wvuuisnerieisiniiscrieiimmiitsssne s issese s smisiasssrosssaas e e smaasass bbb b b bbb bR BB 01 bR B ebE b e b s 4150
22, INHETEST BXPENSE 1vvvvvereerrscrvassnsionssisesmensenrsssssessistrarsecssmssstssess e sssssssssisstnssssessissessessnessessbasos e mssc asesonsssessasssssassasssnsonsersnosasessessastessasensanse 4075
a. Includes interest on accounts subject to subordination agreements . | 4070]
23. Losses in error acCount and Bad GEDIS ... s s e s e s e et b eb e 4170
24, Data processing costs (including service bureau sennce CRAPGES) covvivveocemscresniisinrene st it bba s ces s basen st erssssnans Y 4186
25. NOn-recuming Charges ..oceiimmeissssssnien 4190
26. Regulatory fees and expenses.... 2. 547 4195
27. Other expenses ........eeveevivenns - . 286,765 4100
28, Total expenses $ 694 405 4200
NET INCOME ‘
29. Income (loss) before Federal income taxes and items below (EM 12 1855 HEM 2B .ovvvvvveemicmrsnsnrrrvrecssssssiasmsssssssssssssemsessessssssesensesns 36,887 [4210
30. Provision for Federal income taxes {fOr PArENL ONIY) ...l s s st se st aress e s s st ass 4220
31. Equity in earnings (losses) of unconsolidated subsm:a‘nes NOLINCILARA ADOVE 1vuvrecrvuccrerissarinsirsere st nnsssessssssssensanensessaessssssassenses %s 4222
a. After Federal income taxes Of ... .cciimmminneiennimn .
32. Extraordinary gains (I0SSES) ....cerreermmcrraersrmeeene 1 (3224
a. After Federal income taxes of ....coveereeeniens R .
33. Cumulative effect of changes in accounting pnnmples ........................... . 4225
34. Netincome (loss) after Federal income taxes and extraordlnary 11:131 TSRO 38,88/ [4230

MONTHLY INCOME :
35. Income (current month only) before provision for Federal income taxes and extraordinary EMS ... $ 4211
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
| PART Il

BROKER ORDEALER Ceros Broker Service, Inc. asof 12/31/05

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

accounts (see Note A, Exhibit A, Rule 15¢3-3) R P, % $ [4340]
2. Monies borrowed collateralized by securities carried for the accounts of ) v

CUSTOMETS (SEE NOTE B) ..oveerinitiinere e esesoussanernsessienscacasensessnssnssasssss s sserssesensasstsessssssssanens 4350
3. Monies payable against customers* securities loaned (see NOE C) .o sssrinens 4360
4, Customers' securities failed to receive (568 NOte D) ...ivecvcineccnincoincn s 4370
5. Credit balances in firm accounis which are attributable 30 principal sales to customers................. 4380
6. Market value of stock dividends, stock splits and similar distributions receivable outstanding

OVET 30 CAIBNGAL BAYS .ovvveersenerermmssnsissssssssssserenns S 4390
7. **Market value of short security count differences over 30 calendar days old 4400

8. **Market value of short securities and credits (not to DF offset by logs or by
debits) in all suspense accounts over 30 caleRdar days ... M 4410
9. Market value of securities which are in transfer in exce#s of 40 calendar days and have not been

confirmed to be in transfer by the transfer agnet or the issuer during the 40 days 4420
10, OHEr (LISt v.vvoveessescsrnsnns sovvomssnsssossscsssessssessnsres L etesrsrmms st 4425
11, TOTAL CREDITS ...covrerrerencsmereniassssrssersorssmessensnes et eet s ssesessss e e RS AR R RR SRt bR R 00 $ 4430

[

DEBIT BALANCES ;
12. **Debit balances in customers' cash and margin accobnts excluding unsecured accounts and

accounts doubtful of collection net of deductions pursuant to Note E, Exhibit A, Rule 15¢3-3........ $ ]m
13. Securities borrowed to effectuate short sales by custon‘mrs and securities borrowed to make

delivery on customers’ securities failed to deliver......... LN 4450
14. Failed to deliver of customers' securities not older than'30 calendar days .........couieeerricrinnns 4460
15. Margin required and on deposit with Options. Clearing Corporation for alf option contracts

written or purchased in customer accounts (see Note F) . RN 4465
16, OEr (LIS, v ceeeecserererierersnstsenseneessnesaseassassessenessases
17. **Aggregate debit ifEMS .....ccorveermcrrneivnimmnirnro s I 4470
18, **Less 3% (for alternative method only-see Rule 15C3:1(1) ({1} 1voveirvcrrrrrimmmsmssismmmesmmsmmmesssvasssmnssssissssesssssssssesmmssesssssssssessesesssseessssecs ( )| 4471
19, **TOTAL 14¢3-3 DEBITS oo cerererioncnneneciens e $ 4472
RESERVE COMPUTATION
20. Excess of total debits over total credits (fine 19 less Ime THY b et s 4480
21. Excess of total credits over total debits (line 11 less lme T9) e s s et 4490
22. If computation permitted on a monthly basis, enter 105% Of excess of 101al CIEdits OVEr T0tal ABDIS ........vreerssrssseersesssereersenrerens 4500
23. Amount held on deposit in “Reserve Bank Account(s),” including value of qualified securities, at end of reporting period ........c.ccec.. 4510
24, Amount of deposit (or withdrawal) including i

$ [4515] value of qualified securmes .......................................................................................................... 4520
25. New amount in Reserve Bank Account(s) after adding erosnt or subtracting withdrawal including

$ [4525 ] ValUE Of GUATIIET SECUMLES +.vvvreeerroerevesresssnnescrsessressmessssssssssassnssssesemeseessssessesseseessneees $ 4530
26. Date of deposit (MMDDYY) 4540

FREQUENCY OF COMPUTATION

27. Daily% [4332] weeky [4333] Monthly [4334)

** in the event the Net Capital Requirement is computed under the alternative method, this “Reserve Formufa” shall be prepared in
accordance with the requirements of paragraph (f) of Rule 15¢3-1.
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FINANCIAL AND OHERATIONAL COMBINED UNIFORM SINGLE REPORT

PART Il

BROKER ORDEALER  Ceros Broker Service, Inc. asof _12/31/05
|
COMPUTATION FOR DETERMINATION OF RESERVE REQUIRTEMENTS
FOR BROKER-DEALERS UNDER RULE 15¢3-3 (continued)
EXEMPTIVE PROVISIONS |
28. 1t an exemption from Rule 15¢3-3 is claimed, identify b;elow the section upon which such exemption is based (check only one)
A, (k)(1) — $2,500 capital category as per Rule 1563-1 ....ooveccenerreerinnceneossirisnsscesiansesesnressneeens 4550
B. (K)(2)(A) — “Special Account for the Exclusive Benefit of customers” maintained 4560
C. (k)(2)(B} — All customer transactions cleared thraugh another broker-dealer on a fully disclosed basis.
Name of clearing firm', SEC 17574 ‘ rﬁﬂ X 4570
D. (k)(3) — Exempted by order of the Commission ‘ ....................................................................................................................... 4580
Information for Possession or Control Requirements Under Rule 15¢3-3
State the market valuation and number of otems of: ‘
1. Customers’ fully paid securities and excess margirj securities not in the respondent's possesion or contro! 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 timéi frame specified under Rul 15¢3-3. Notes A and B ....cooovveivvcrccrvinrnrcrannanne, $ 4586
A, NUMDET Of IBMS ..o vrivenrivinreariasesecsioniersnasnsees e 1 R R R R 4587
2. Customers' fully paid securities and excess margin securities for which instructions to reduce possession or control had not
been issued as of the report date, excluding items hrising from “temporary lags which result from normal business operations”
as permitted under RUE 1563-3. NOIES B, € 81 D) vovvcvvvvevuerivsenrsmssnssnssrienessessessscssessssessssesessssesssesssessessssenssons $ 4588
A, NUMDEF Of HEMS covviververreerrnnees! A Lesee e st 438048830 £ 151 R Rt s RS A 4589
‘ ‘ OMIT PENNIES
3. The system and procedures utilitzed in complying iwith the requirement to maintain physical possession or control of
customers' fully paid and excess margin securities: have been tested and are functioning in a manner adequate to
fulfill the requirements of Rule 15€3-3 ..ol Yes IHI No mﬁ]
NOTES !

A—Do not include in item one customers' fully paid and e)écess margin securities required by Rule 15¢3-3 to be in possessian or control but for which no action 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 iterns one and two whether the securities reported in response thereto were subsequently reduced to passession or control by the
respondent. ‘ |

C—Be sure to include in itemn two only items not arising from “temporary lags which result from normal business operations” as permitted under Rule 15¢3-3,

D—Item two must be responded to only with report which !S filed as of the date selected for the broker’s or dealer's annual audit of financial statements, whether or not such
date is the end of a calendar guarter. The reéponse to item two should be filed within 60 calendar days after such date, rather than with the remainder of this report. This
information may be required on a more frequest basis by the Commission or the designated examining authority in accordance with Rule 17a-5(a)(2)(iv).
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

| PART Il

BROKER OR DEALER Ceros Broker éervice, Inc. as of

12/31/05

SCHEDULE OF SEGREGATION REQUIREMENTS AND FUNDS IN SEGREGATION
1 CUSTO}VIER'S REGULATED GOMMODITY FUTURES ACCOUNTS

SEGREGATION REQUIREMENTS : |

1.

Net ledger balance:

B. Securities (at MATKET) ....covvecreirircrinnii s e e e stbe s
Net unrealized profit (loss) in open futures contracts traded on a contract market
Exchange traded options: ‘ |

A. Add: Market Value of an open option contracts purchased on a contract market ...
B. Deduct: Market Value of an open option contracts granted (sold) on a contract market .......................
Net equity (deficit) (total of 1, 2 and 3} ... .
Add accounts liquidating to a deficit and accounts wrth debrt balances With N0 OPEN trades ......cevvrverivrinrierinerecerersrevee s

Amount required to be segregated (total of 5and 4) ‘ ......................................................................................................................
| H

FUNDS ON DEPOSIT IN SEGREGATION

7.

9.

10.

1.

12.

13.
14,

Deposited in segregated funds bank accounts:

LY oF: T OO OO L sssre s etk AR RS SE RSB S R
B. Securities representing investments of customers’ tund (BEMATKEL) «.vvceoreeree it s bt nsbasan s sa st ss b emraseoes
€. Securities held in particular customers or option customers in fieu of Cash (at MATKeL) .......covnriecrincvvsrsssisiscsmnisssssssssnssien.
Margin on deposits with clearing organizations of contract markets:

B. Securities representing investments of customers’ tjund (B MATKEL) ..eocrencrcr ettt s e ene e
C. Securities held in particular customers or option customers in fieu of ash (at MATKEL) .......ocerirerrnr s
Settiement due from (to) clearing organizations of contract IMATKEES 1vuvorescereenecinme s sisenesrmesareneestisessresessenseserssssesesssmsasssessassssssessases
Exchange traded options: ‘

A. Add: Unrealized receivables for option contracts purchased ON CONTACE MAMKEES ..vvcv v ievrererenseniereeses s eeree s sermrvrensseasensrorestons
B. Deduct: Unrealized obligations for option' contracts granted (sold) on contract markets “
Net equities WIth OthET FOMS ...t s bt e s bR R e RS st s s s eb e
Segregated funds on hand: ‘ 1

B. Securities representing investments of customers' funds (at market) ...

C. Securities held for particular customers in lieu 0f Cash (A MAKEL) .....occvvurmcrecrncirmerremen s rseessssns e essasse e sessesecsaens

Total amount in segregation *total of 7 through T2) et s R b bt R $
Excess (insufficiency) funds in segregation (13 minus 6)

7010

7020

7030

7032

7033

7040

7030

7080

7070

7080

7030

7100

7110

7120

7130

7132

7133

7140

7150

7160

7170

7180

7180
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FINANCIAL AND OﬁEMTIONAL COMBINED UNIFORM SINGLE REPORT
; | PART i

BROKER OR DEALER  Ceros Broker Service , Inc. asof 12/31/05
|

Ownership Equity and Subordinated Liabilities maturing or proposed to be withdrawn within the next six months
and accruals, (as deﬂnedibelow), which have not been deducted In the computation of Net Capltal,

Type of Proposal Amount to be

Withdrawal or - ‘ | Withdrawn (cash (MMDDYY) Expect
Accrual l i Insider or amount and/or Net Withdrawal or to

See below for : ‘ Outsider? Capital Value of Maturity Renew

code to enter Name of Lender or Contributor (tn or Out) Securities) Date (Yes or No)
! 7] | mm s 73] [ [
% [4620] ‘ [4621] [4622] [4623) [4524] [4625]
Y [4630) 3] [45%2] [4533) (32 [%%)
. (2] _ mA _ [w) £ ez
5 ) @ a3 e T
’ [ [ @] 73 5z B
% [25%0] B - B 1) (25831 [agedl (4588
% r) [ =] 7] e B

| | Total $ % [4699*]

OMIT PENNIES

\ * To agree with the total on Recap (/tem No. 4880)

Instructions: Detail Listing must include the total of items maturing during the six month period foilowing 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 less than six months.

WITHDRAWAL CODE: DESCRIPTIONS |

1. Equity Capital |

2. Subordinated Liabilities
3. Accruals! |

4.

15¢3-1(c)(2){iv) Li“abnmes
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!

FINANCIAL AND OPERATTONAL COMBINED UNIFORM SINGLE REPORT
| Capital Withdrawals
| PART i

: }
BROKER OR DEALER Ceros Broker S‘ervice, Inc. asof_12/31/05

RECAP
Ownership Equity and Subordinated Liabililes maturing or proposed to be withdrawn within the next six months
and acoruals, (as defined: tbelow), which have not been deducted in the computation of Net Capital.
. Equity Capital ‘
A. Partnership Capital: i

1. GENETal PAMNES .oovveeersiverceerecnarebinsnraensinne R %S 4700
2. LIMIEA: cerirerrreenissrcarieronisinrersersatsdsnsssnessensebuesseriasssssersasersassssssssssssssssraeessmstsstostassessens 4710
3. Undistributed Profits ..... 4720
4. Other (dBSCTIDE DEIOW) ......corrimcriioncrsirenniecscdrensissrmsnessssinessssrecscesecrensassnsersansrossessnse 4730
5. Sole ProprietorShip weececrrsvnecnans e e e s 4735
B. Corporation Capital: :
1, COMMON SLOCK .vvrvrccrerrrrrrvecer s ere e s bR s RS RS Rn AR 4740
2. Preferred Stock ... hsss s sttt 4750
3. Retained Earnmgs (Dmdends and Other) ......... % 4760
4, Other (describe below) .......cceerivenn, b 4770
2. Subordinated Liabifitles : ‘
: A. Secured Demand Notes.........‘.....‘..........‘ ................ E SOOI 4780
B. Cash Subordinates .. ‘ ; 4790
C. Debentures .. e 4800
0. Other(descnbe below) 4810

3. Other Anticipated Withdrawals ;
A, BONMUSES oo b s st sessanses 4820
B. Voluntary Contributions to Pension or Prom Shanng Plans ..
C. Other (describe Below) ...t

TR b e, $ (4580

4. Description of Other i

‘ STATEMENT OF CHANGES IN OWNERSHIP EQUITY
| (SOLE PROPRIETORSHIP, PARTNERSHIP OR CORPORATION)

. Balance, beginning of PEriod ...........v.uvvnsmesisesivsssresennsanns e et eresestasear s enesee eSS Ree S Re R SR S e e saRA S s R R e s eR s 113,404 4240
A, NEtinCOME {0SS) ..uevuuerrevmeermmemerenesrmermssnideanesecees . . 36,887 4250
B. Additions (includes non-conforming capital of . 4260
C. Deductions (includes non-conforming capital of 4270
Balance, end of period (From ftem 1800) ‘ ................ st R 150,291 4290

STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS

Balance, beginning of period 8841114514 418 A8 e 100 $ 4300
A, INCTEASES ..ovcricesirins ke R b e bR R AR R R TR RSO RRRARRRS R eRR SRS reE bR e s 4310
B, DECTBASES cuuvrrmerrernsseersriosssersisonserssssssesissmenisssseseessssiios soasossassbassssss a0 4 s bt sat s 48043878 b LR E 00RO ER SRR R R bbb e SR b8 ( )| 4320
Balance, end of period (From M 3520) ......cuivmimircihinsiriiiiisiis s s st st ssrases s sanse s $ 4330

OMIT PENNIES
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

| PART II

!
BROKER OR DEALER Ceros Broker Service, Inc. asof 12/31/05

SeeND»:

11.
12.
13.
14.

15.
16.
7.

|

FINANCIAL AND OPERATIONAL DATA

Month end total number of stock record breaks unresolved over three business days Valuation Number

A. breaks fong 4890 4900

B. breaks short 4910 | %, 4320

is the firm in compliance with Rule 172-13 régardmg penod!c count and verification

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

[T L) J— erebcs s s Yes | No [

Personnel employed at end of repomng penod |

A, INCOME PrOGUCING PEFSOMNEL ...vvseerisceiehanenrieireisiseies s raesseessesetssessss s sense s s s cessa e s ss e bt Ao s s s b soba e b ntetd s bs s s bbbt anrobtontnsen 4950

B. Non-income producing personnef (all othpr) ; 4960

C. Total o drrrnen 4970

Actual number of tickets executed during current month of reporting period.. 4980

Nunber of corrected customer confirmations mailed aﬂelr SEHIEMENL ALE c.vovvvrecvvrrcr st st ab s crres 4990

' ' Debit Credit
No. of ltems (Short Value) No. of items (Long Valug)
' |

Money differances .........ouemmmesemmsveenee | 5000] $ 5010 5020[%s% 5030

Security SUSPense accounts ..o 1 .5040] $ 5050 5060 $ 5070

Security difference accounts .......ouveenes : 15080] $ 5080 5100 $ 5110

Commodity suspense accounts ............ . 5120} $ 5130 5140 $ 5150
. Open transactions with cocrespondents, i

other brokers, clearing organizations, !

depositories and interoffice and inter- ‘

company accounts which could result ;

in a charge — unresolved amounts over : ‘

30 calendar days ...c.coeninonennne s ! 5160] $ 5170] [5180] $ 5180

Bank account reconcilliations — unresolved ‘

amounts over 30 calendar days ............. ‘ [5200]%,$ 52107, 5220| $ [5230]

Open transfers over 40 calendar days, ‘ ‘

NOtCONMIMMED .. ovvvsccrmsemmrnnerrenennen A\ [5240] $ [5250] [5260] § ['5270

Transactions in reorganization accounts )

— aver 60 calendar days ........oecvievnnns o 5280 $ 5290 5300/%% 5310

TOMAl .o creesemeniemr et ear s 5320] $ 5330 5340 $ 5350

No, of items Leger Amount Market Vaiue

Failed to deliver 11 business days or longer (21 Business

Days or longer in the case of Municipal Securities) ..........o.vvunen. [5360] $ 5361 [5362

Failed to receive 11 business days of longer (21 business

Days or longer in the case of Municipal Securities) ... 5363) $ 5364 5365

Security concentrations {See insiructions in Part 1):

A, PrOPIGLANY POSIONS 1rvuerroreesuseencssersasesrercissersinresneesestierissesmssmisassasess b eress s esb e o3 s e RSB AS AR RS R b e b b 8 5370

B. Customers' accounts under Rule 15¢3-3 . § 5374
. Total of personal capital borrowings due Within $IX MOMMS ... s st eos $ 5378
. Maximum haircuts on underwriting commitments during the PEHOT ... e sessrns e sie s s sesaerens 7 5380
. Planned capital expenditures for business expansion during next six months 5382
. Liabilities of other individuals or organizations guaranteed by respondent ..... " 5384
. Lease and rentals payable Within ONE YBAT ...t st s s st ssssststasstsrssssssss 5386
. Aggregate lease and rental commitments payable for entire term of the lease

A. GIOSS ovveereriesserieessssessssssisessnsessastosssiestareseessssssasssessaessesssnsee sssssiesessse i asesssnbesee e BOSHERORESSERS S g bR LB E RS B PR bbb 3 5388

B. NBL oottt vesaa s bbb e st e ARS8 R b e b Ra RS RE SRS R R BRSO R AR R k4 bt AR R bRk $ 5330

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

DECEMBER 31, 2005

AUDITED FINANCIAL STATEMENTS

INDEPENDENT AUDITORS' REPORT ....uuciiininiisisisisiaiisinssssssnineeniiseenssessnsssnanssannassisnsssine.

STATEMENTS OF FINANCIAL CONDITION ...coiviiciiimieriniieniinimsiiinssniieesnnnsmssmenseenssnsosaeenians

STATEMENTS OF OPERATIONS AND RETAINED EARNINGS (DEFICIT) vuvvviveireeriirsiinsieninineneeennen
STATEMENTS OF CASH FLOWS - DIRECT METHOD .....cciviiiiiimumnimmiiniieniiemineieeen s
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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, 2005 and 2004, and the statements of operations and retained earnings (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 audits 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 audits provide 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, 2005 and 2004 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 Giay 8 Gray LLP

March 15, 2006

34 SOUTHWEST PARK o WESTWOOD, MASSACHUSETTS 02090
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LIABILITIES AND STOCKHOLDER'S EQUITY

December 31,

2005 2004
CURRENT LIABILITIES
Accounts payable $ 11,671 $ 13,828
Other payables 3,233 266
TOTAL CURRENT LIABILITIES 14,904 14,094
STOCKHOLDER'S EQUITY
Common stock 150,000 150,000
Retained earnings (deficit) 291 {(36,596)
TOTAL STOCKHOLDER'S EQUITY 150,291 113,404
TOTAL LIABILITIES AND STOCKHOLDER'S EQUITY $ 165,195 $ 127,498

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

STATEMENTS OF OPERATIONS AND RETAINED EARNINGS (DEFICIT)

Year Ended December 31,

2005 2004
INCOME
Commissions and service revenues $ 698,486 $ 395,455
Management fees 32,896 11,836
TOTAL INCOME 731,382 407,291
OPERATING EXPENSES
_ General and administrative expenses 693,510 391,715
Depreciation 985 1,117
TOTAL OPERATING EXPENSES 694,495 392,832
NET INCOME 36,887 14,459
ACCUMULATED DEFICIT AT BEGINNING OF YEAR (36,596) (51,055)
RETAINED EARNINGS (DEFICIT) AT END OF YEAR $ 291 $ (36,596)

The accompanying notes are an integral part of these financial statements.
-4-
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Year Ended December 31,
2005 2004

RECONCILIATION OF NET INCOME TO NET CASH
(USED) BY OPERATING ACTIVITIES:
Net income $ 36,887 $ 14,459

Adjustments to reconcile net income to net cash
(used) by operating activities: -
Depreciation 985 1,117

(Increase) decrease in assets:
Commissions receivable (39,962) (8,524)
Prepaid expenses (4,348) (1,927)
Increase (decrease) in liabilities: ‘
Accounts payable (2,157) (5,652)
Other payables 2,967 -
TOTAL ADJUSTMENTS (42,515) (14,986)
NET CASH (USED) BY OPERATING ACTIVITIES $ (5,628) $ (527)

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, 2005

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, 2005 and 2004, deferred tax assets and liabilities were immaterial.

Commissions — Commissions and related clearing expenses are recorded on a settlement 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, 2005

NOTE 3 — PROPERTY AND EQUIPMENT

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

Estimated
2005 200 Useful Lives
Property and equipment $ 11,919 $ 11,919 5-7 Years

Less accumulated depreciation 11,516 10,531

$ 403 $ 1,388

NOTE 4 — INCOME TAXES

In 2005 and 2004, the Company did not reflect a provision for income taxes because it had operating
losses carryforward which it used to offset the taxable income. The company has used all of its net
operating loss carryforwards.

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 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 $120,598 and $106,048 at December 31,
2005 and 2004, 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, 2005

NOTE 6 — RELATED PARTY TRANSACTIONS

Economic Dependency — The Company is affiliated with other companies in the same line of business.
Ninety-eight 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 (49% in 2005 and 55% in 2004) of the
commissions earned, on these transactions are paid back to the foreign affiliate as commission expense.

Total commissions paid back, net of reimbursed costs totaled $339,903 and $213,976 for the years ended
December 31, 2005 and 2004, respectively. The Company received management fees of $32,896 and
$11,836 from an affiliate in 2005 and 2004, respectively. The management fees relate to administrative
charges to the related party.

Approximately 3% and 5% of the Company’s commissions are earned from entities that are related to an
officer of the Company for the years ended December 31, 2005 and 2004.

NOTE 7 — CAPITAL STRUCTURE

As of December 31, 2005 and 2004, 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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and Counting

INDEPENDENT AUDITORS' REPORT ON OTHER FINANCIAL INFORMATION

Board of Directors
Ceros Broker Service, Inc.

Our audits for the years ended December 31, 2005 and 2004 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.

GRAY, GRAY & GRAY, LLP
Gy Gray 8 Gy LLE

March 15, 2006
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CEROS BROKER SERVICE, INC.

SCHEDULES OF GENERAL AND ADMINISTRATIVE EXPENSES

Year Ended December 31,

2005 2004
Officer's salary $ 65,280 $ 21,760
Commissions expense 339,903 213,976
Clearing charges 239,803 114,339
Professional fees 26,471 23,428
Payroll and other taxes 8,830 4,275
Office 7,501 7,797
Dues and registrations 2,547 3,714
Telephone 1,224 1,791

Travel 1,193 -
Insurance 758 635
TOTAL GENERAL AND ADMINISTRATIVE EXPENSES $ 693,510 $ 391,715

GRAY, GRAY & GRAY, LLP
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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, 2005 and 2004, 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. 1In 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-

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



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, 2005 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 used for any other purpose.

GRAY, GRAY & GRAY, LLP

March 15, 2006
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