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. ! OMB APPROVAL

OMB Number; 3235-0123

UNITED STATES !
‘ Explres October 31, 2004
SECURITIES AND EXCHANGE COMMISSION Estimated average burden

_ Washington, D.C. 20549 hours perresponse. ... .. 12.00

FOCUS REPORT

(Financial and Operational Combined Unlform Single Report)

Schedule | |

INFURMATIDN REQUIRED OF BROKERS AND DEALERS PURSUANT TO RULE 17a-5
Report for the Calendar Year 20 ° Y [6004]
of it less than 12 months §|

L
NG

l - FirmNo. MMY Y
2. Name(s) of Broker-dealer(s) fi PHEHRE EBlnng reporting penod 1
| S : _ OFFICIAL USE ONLY

|
t .
v . NAME: PRt g anr [8053] [.v* h [8057]
| :
v, NAME: 0 [8054] . . | [6058
! : ‘ : . 0
Y . NAME: THOMSON ‘f/ 8055] |. i (053]
| ‘ FINANCIAE |
NAME: 8096] | t [8060}
A 4
3. Respondent conducts a securities business exclusively with registered broker dealers: g
{enter applicable code: 1 = Yes 2 = No) 2 8073
4. Respondent is registered as a specialist on a national securities exchange, ! h
(enter applicable code: 1 = Yes 2 = No)l 2 [8074)
5. Respondlent is registered as a specialist on a national securities exchange. ’ B
(a) equity securities .. .. (enter applicable code: 1 = Yes 2 = No)l 2 [8075]
(b) municipals............. OO (enter applicable code: 1 = Yes 2 = No)[ 2 [8076]
(a) other debl iNStTUMENLS ........coccoocerevrmcricriveriririsriecen (enter applicable code: § = Yes 2 = No)i 2 18077]
6. Respondent is registered solely as a municipal bond dealer: ' i
Il (enter applicable code: 1=Yes 2 = No) ( 2 18078}
7. Respondent is an insurance company or an affiliate of an insurance company: ;'
{enter applicable code: 1 = Yes 2 = No) | 2 [8079]
lf :

8. Respondent carries its own public customer accounts: v
} (enter applicable code: |1 = Yes 2 = Noj | 2 18084

9. Respondent’s total numer of public customer accounts: o : oo
(carrymg firms filing X-17A-5 Part I oniy ‘ ;'

(a) "Public customer accounts.. 0 080
{b) Ornmbus accounts li 0 081
0. Respondent clears its public customer and/or proprietary accounts: 4
, (enter applicable code 1=Yes 2= No) l 2 18085]
! ; ] 50f7

{ ,|
. .
!




Schedule |
page 2
11. Respondent ¢clears its public customer accounts in the following manner:
(enter a “1" in appropriate boxes)
{a) Direct Mail (New York Stock Exchange Members Only} ...

if Other please describe:

{b) SelfCleanng

(d) Intro'ducmg

{fy Not appllcable

[8086]

[8087]

1 ]808si

| [8089]

18090}

[8091]

12. (a) Respondent maintains membership{s) on national securities exchange(s):
(enter applicable code: 1 = Yes 2 = No)

(b} Narnes of mationa! securities exchange(s) in which respondent maintains memberships:
{enter a 17 in appropriate boxes}

+
i
1

(N ATIBTICAN oo essoe s o2 1222820 sses et e e 4855 58P R
(2) lBoston
(B) 1CBOE e s S 100
(A) TMIAWEST ooveeoeo oo siensiececens s b 8RR
(5) ;New YOPK cooareeesoesses st sseeseeseeeesaeseeeeassease st s AR RS RRsraR e b s
(B) I PRITAGEIDNIA ..rvvvvveireceeeeereiarssss st s s s s

(B | DT oottt s e

z___ 8100

13. Employeles

(8) NUMDE OF FUII-UME BMPIOYEES .o S [

(b) Nurpber of full-time registered representatives employed by respondent included in 13(a)

| .
14, Number!of NASDAQ stocks respondent Makes MarKet.......oeiiine e e

15. Total nu:rnber of underwriting syndicates respondent was @ MeMDET ..o

| (Carrying or clearing firms filing X-17A-5 Part II)
16. Number of respondent’s public customer transactions:  Actual ..

{a) equfity securities transactions effected on a
(b) eguity securities transactions effected other than on a

() commodity, bond, option, and other transactions effected on or off a

Esnmate
NALIONAE SECUTITIBS BXCIANGE c..overeeereeereeeecamremec bbb msra bbbt b s
NAHONAL SECUMIES EXCNAMGE 1o oo seeeereerseers s sees e oo st

naiional SECURIHIES EXCIANDE cuceesveee ittt e bt e s r s s s

[8105

{8106

018107}

0 [8198]

o__[8109|
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FOCUS REPORT :
Schedule | |
page 3 |

17. Respondent is a member of the Securities Investor Protection Corporation i Y1
(enter applicable code: 1 = Yes 2 = No)... { 1 18111]

18. Number 5f branch Offices OpErated BY rESPONGENY ..........recvveeeerceeereeereeesseesseeserecsmssssssesoerecsescrsesesssionsseeees | 0 18112
|

19, {a) Resfmndent directty or indirectly controls, is controlled by, or is under
common control with, a U.S. bank

{enter applicable code: 1 = Yes 2 = fNo) { 2 {8130]

(b Name of parent or affiliate [8131]
} ' , !’
{c) Type of institution . [8132]
‘ 20. Respondent is an affiliate or subsidiary of a foreign broker-dealer or bank
| | {enter applicable code: 1 = Yes 2 = No) { 2 |8113]
21, (a) Res;lmndent is a subsidiary of a registered broker-dealer
‘ v, (enter applicable code: 1 = Yes 2 = No) i 218114
1)) Name of parent [8116]

22, Respondent is a subsidiary of a parent which is not a registered broker or dealer .
(enter applicable code: 1 = Yes 2 = No) [ 2___[8115)

23. Respondfem sends quarterly statements to customers pursuant to
10b-10{h} in lieu of daily or immediate confirmations:

i

{enter applicable code: 1 = Yes 2 = No)* | 2 [B117)

24, Aggregate Dollar Amount of Non-exempted OTC Sales of Exchange-Listed
Securltles Done by Respondent During the Reporting Period. ... ieevmme e 3 0 |8118|

*Required in any Schedule | filed for calendar year 1978 and secceeding years
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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

. OMB APPROVAL
OMB Number: 3235-0123
Expires: February 28, 2010
Estimated average burden
hours perresponse...... 12.00

Form " FOCUS REPORT

x_ 1|7A_5 (Financial and Operational Combined Unitorm ‘Single Report)

PART liAqy

(Please read instructions before preparing Form.)

This report is be:'mg filed pursuant to (Check Applicable Block(s)).
1) Rule 17a-5(a) 2) Rule 172-5(0) [__[17]

i 4) Special request by designated examining authority

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

NAME OF BROKER-DEALER SEC FILE NO.
8-47955 |1—4]
Ceros Broker Service, Inc. FIRM 1.D. NO.
‘ 18] ees
"ADDRESS OF PRINCIPAL PLACE OF BUSINESS (Do Not Use P.0. Box No.) _ [15
866 E. si:f:r.h Street, Unit 4 | FOR PER!QD BEGINNING (MM/DD/YY)
{No. and Street) 1/1/2006 [[24]
. AND ENDING (MM/DDAYY)
Scuth Bost MA 02127
| (i) (State) (Tip Code) : 12/31/20 75
NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT {Area Code) — Telephone No.
Mark Hausr:nan, President ‘ m“] 617-315-7347 1'3—1|
NAME(S) OF SUBSIDIARIES OR AFFILIATES CONSOLIDATED IN THIS REPORT: .OFFICIAL USE
; [32] . {33
[34] | [35
[38) [37
M -l DOES RESPONDENT CARRY ITS OWN CUSTOMER ACCOUNTS?  YES [ J40jNo[ X _J41]
CHECK HERE IF RESPONDENT IS FILING AN AUDITED REPORT

EXECUTION:

submitted.

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
complete. It is understood that all required items, statements, and schedules are considered
integral parts of this Form and that the submission of any amendmenl represents that all
unamended items, statements and schedules remain true, correct and complete as previously

day of /{440/{//4 20.@’7’

2)

ipal Executive Officer or Managing Partner

Principal Financial Officer or Partner
3)

i Principal Operations Otficer or Partner

]

ATTENTION — Intentional misstatements or omissions of facts constitute Federal
Criminal Violations. (See 18 U.5.C. 1001 and 15 U.5.C. 78:1(a))

|— ' 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.

SEC 1696 {02-03) 1 of 16
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‘ TO BE COMPLETED WITH THE ANNUAL AUDIT REPORT ONLY:

INDEPENDENT PUE}UC ACCOUNTANT whose opinion is contained in this Report

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

Gray, Gray & Gray, LLP
Y. orey Y : [ :
ADDRESS : f
34 Southwest Park. Westwood MA 02090
i il 72 | [73 [73
Number and Street City State ' Zip Code
CHECK ONE )
| ) -
Certified Public Accountant : FOR SEC USE
[] public Accountant |
N ) l!
] Accn%mlant not resident in United States '

or any of its possessions , . |

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

WORK LOGATION REPORT DATE DOC. SEQ. ND. |, CARD ‘
MM/DD/YY !
[ 50 ] [ 51] [ 52 [ 53 L

SEC 1696 (02-03) 2 of 16
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i el
. | ' !
| : .
n» ! FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
= ; PART lIA
% ' . | |
- ?ROKER OR DEALIER Ceros' Broker Service, Inc. ‘ N 3 ‘
' | ¢ AR
B ’ STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING AND
| ‘ CERTAIN OTHER BROKERS OR DEALERS |
! ) i )
= as of (MM/DDAYY) 12/31/08, )
Il : SEC FILE NO. . 98
: ! - Consalidated 198
. ‘ i  Unconsolidate
\ ' !
]
|
B ! Allowable Non-Allowable ;I Lotal
: |
1. Cash : ............................................................. $ 103,914 200 $ 103,914 750
. 2. Receivables fron} brokers or dealers: i
A, Clearance acCount ... 3 102,391 295 ! :f
[ | B. Other ... : ..................... ;0| : 550 | ! 102,381 B10
3. Receivable rrum‘nnn—customers 355 . 600 | % 830
. 4, Securities and spot commodities : ’
owned at market value: : l
A, Exempted SECUALES .......coerresreccrnerrarerariirienas 418 ' i
- B, DEDt SEOUMLES ..uoierrvumsrensrrerersarraressssasesesmevoneens 419 :
C. Options...... 120 |
D. Other secuntes ............. 424 . rl
. E. SOt COMMOGIES .oovvvvevranssesiesvorrerssssnsseserss A 430 : 850]
5. Securities andfor other investments | |
- not readity marketable: : ‘ | |
A Atcosty § ‘ 130 o f i
B. Atestimated Fatr valle _....oooe e 440 ! 610 | i |850 '
B 8. Securities borrawed under subordination '
agreements and partners’ individual and capital i ‘ f
securities accounts, at market value: 460 _ IGE 880
| A. Exempted | i |
securities $ 150 .
] B. Other | ‘ 3
securities ‘ [160] ‘ '.'
7. Secured demand NOTBS. ..o weroremrrermsesressssisn 470 1 Fsa0] 890 |
| | Market value of coltateral: f
A Exempted} . |
. securities § 170 i '
B. Other | ' ’,
securities § 180 . |
B 8. Memberships in exchanges: . '
A. Owned, at] ‘ i
market 3 190 . .
] B. OWNEd, 8t COST.rroorrrrerrrrercen o ; [650 } E
C. Cuntn‘bute? for use of the company, at . '
B LU, R — .s : ], 300
9. Investmentin alnd receivables from affiliates, ’ ;
. subsidiaries and associated partnerships R 480 ' ) 570 ”‘ 910
10. Property, furniture, equipment, leasehold , !
. improvements and rights under lease agreements, ! .'
B t
at cost-net of accumulated depreciation and ! . '
N AMOAZZION <.} 350 _ 680 ] ; %20
11, Other 25515 .} ) 3,442 535 : 735 || 3,442 | 930
- 12. TOTAL ASSETS coovesvreeeeeeeeeersessesss e ssnsssssseracsensent $ 209,747 540 |§ 140 ‘IS 209,747 940
Lo : ] | OMIT PENNIES
; |
| ! I
r ! i
[ | : : i
! ! -[
8 ‘ ’ i
[ |
4
u . "SEC 1696 (02-03) 3 of 16
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' FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
I
; PART lIA | !
| ' |
BROKER OR DEALER Ceros Broker Service Inc. ‘ asof _ 12/31/06
. ]
!
STATEMENT OF FINAKCIAL CONDITION FOR NONCARRYING, NONCLEARING AND ';
CERTAIN OTHER BROKERS OR DEALERS i
j ; i
f LIABILITIES AND OWNERSHIP EQUITY j ﬂ‘
; : i
, Al ! Non-ALL i .
Liabilities ; Liabilities Liabilities :I Total
13. Bank loans payable ................................................ $ 1045] § |1255|’13 H {1a70)
14. Payable to brokers or dealers: ' [
A. Clearance dccount ... 1114 . 1315 i 1560
B, OHEN coovrefocesscnmsnsssenssnssenssssrsssssesesss %o 1115 i 1305 | 1540
15. Payable to non- cusmmers 1155 i 1355 1610
16. Securities sold not yet purchased i ! ‘
at market value ... : [1360] 1620)
17. Accounts payable accrued Ilabzlmes l
expenses and other ................................................ 25,172 1205 ! f1385) - " 29,172 {1885]
18. Notes and mortgages payabie N
A Unsecured .} 1210 ! 1690
8. Secured 1211, ! [1390] } 1700
19. E. Liabilittes submdmated to claims ,
of general credilors:
A, CaSh BOMOWINGS: -vrreererr e er e ‘ 1400] ! 1710
1. from out51ders' $ . 570 ( '
2. includes equity subordmalmn (15c3-1(d ' N
of... | $ 980 ; !
B. Securilies bormowings, at markel value ... [1a10) ! [1720
from outmders $ [(530 : F;
C. Pursuantto aecured demand note ’ ! |
collateral AGIEEMENS ..o....owvomwcrrecmessics: ' [1420] 1 f1730]
1. from outsiders § [1000} : l
2. includes equity subordination (15¢3-1{d ! }
of... $ ! [101q] f‘ d
D. Exchange memberships contribuled for s ! it
use of company, at market value ..........oooe........ : [ 143I][ 4 [37a0]
E. Accounts and other borrowings not }
qualified for net capital purposes .. 1220 ! 1a40) 1750
20. TOTAL LIABILITIES ... $ 1230] § . 1450 s 29,172 1760
Ownership Equ iu ! X
21, Sole Proprietorship ... et ss1 s esa e et 4R R84 8158 £ R 1 R £ L LR e e e st et eat st sese st Py O 1770
22. Pastnership (limited panners) S 11 . 1020} jl 1780
23, Corporation:
A PPETRITEE SIOCK ceovrreeeseceeccmnns st st e s e ! 1791
B. Common stock ................. \ 150,000 1792
C. Additional pmd‘ln capital .. i 1793
D. Ret2ined BAMINGS w..omeere oo ems o . ' 30,575 1794
E. Total ... LA, . 180,575 [1795
F. Less capital stock in treasury | 1796
24, TOTAL OWNERSHIP EQUITY $ 180,575 1800
25, TOTAL LIABILITIES AND OWNERSHIP EQUITY I$ 209,747 1810

OMIT PENNIES



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART HA

BROKER ORDEALER Ceros Broker Service Inc.

asof 12/31/06
+

COMPUTATION OF NET CAPITAL

180,575 3480

1. Total ownership eqmty from Statement of Financial Condition
2. Deduct ownership equity not aliowable for Net Capital ... )| 3490
3. Total ownership equlty quatified for Net Capital 180,575 3500
4, Ada: +
A. Liabilities subordinated to ckaims of general creditors aflowable in compurtation of net Capital ... ienns 0 3520
B. Other (deductions) or aflowable credits (List) i 0 3525
5. Total capital and aflowable SUDOTDINGtEd HADIIIES ......vrvvvvseeeeeesescresssmssstssnsars s st s sttt s e $ 180,575 3530
6. Deductions and/or charges: ’
A. Total non-aljowable assets from
Statement of Financial Condition (Notes Band C) ceorvverrerrnne 3540}
B. Secured demand note delinquency ...... 3590
C. Commodity Tutures contracts and spot commodilies -
proprietary r‘apltal CHAMIES ©vvrvserseeeseemsemsmsssirescesenevetsat st s aas s e eseme s s bes bbb R e s 3600] |
D. Other deductmns and/or charges ............. 3610] 3| 3620
7. Other additions and}or AOWEDIE CTRBUILS (LIST) 1uuvvvusirrnsiassessseeesressaerisss itsnasssas s srasass s s be b e s b 81 st s i 3630
8. Net capital before haircuts on securities PoSItioNs ... »$ 180,575 13640
9. Haircuts on secirities (computed, where applicable, pursuant to 15¢3-1(f}): .
A Contractual securities commitments $ 3660 '
B. Subordinatéd securities borrowings 3670 -
€. Trading and investment securities:
1. EXEMPIEA SBOUMHES 1oreserrorsreercosessssrrceseesersussmssmssssrssosenss sttt sssses 3735] '
2. DEDESCCURLES 1ovocecemcenreessneerrmssermesssseresreioss 3733]
3. OPHONS covveveversrssssesemsscsserssnssomsssesssssmsssnassssssssssnnssenss 3730F
4, Other cecurities . - 3734 |
D. Undug ConCentration ......seeesecseees 3650
E. Other {List) 3736] , | \3740]
10, INEE CAPHAI s ivvereenrrretsssns s somrs s b A B AR A T bt s " $ 180,575 | 37501
' . OMIT PENNIES

SEC 1696 (02-03) 7 of 16
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE HEPORT

| | PART I1A

| : _ : |
BROKER OR DEALER Ceros Broker Service Inc. as of 12/31/06
. | . ] 1
‘ !
, COMPUTATION OF NET CAPITAL REQUIREMENT i
. ' h
Part A : : : ;i
° 1 1
!
11, Minimum net capital required (6%,% 0f N8 18} wervevververe s sesmareccr st ssssss s ssssssorsrss s RN $ [3756}
12. Minimum dnllar net capital requirement of reporting broker or dealer and minimum net capital requirement ;
of subsidiaries computed in accordance with Note (A) .., . 0 I, 3 5,000 3758
13. Net capital requirement (greater of line 11 or 12) "3 5,000 3760
14, Excess net capital (line 101858 13) orveviinimsiminiiiiniiisisisis s e sesemeneesesonens eeereereesereasesssrssererens W3 180,575 3
15. Excess net capital at 1000% (line 101285 10% 0F N8 18} ..ot sns s 'zvzi $ 180,575 3780
| . | k
COMPUTATION OF AGGREGATE INDEBTEDNESS i
l : y
16. Total A.l liabilillies from Statement of Financial CONGION ....u.u.vvvvcsssreessseres s seeresceenssenr s PR ll 5 23,172 {3790
17. Add: ' I :
A, Drafts for lmmedlate L1 -1 R TSRO 11 l {3500]
B. Market value ol securities borrowed tor which no equwalem value : l
IS PAI OF CIBGHEL ... e srer sttt oo $ ' 36810] |
C. Other unreeorded amounts (l.lst) ..... ; 3820]- % 3830
18. Total aggregate indebtedness ... . eeeh et b st presre R searen ; ; $ 29,172 3840
13, Percentage of agglegale mdebiedness to nel capital {line 18 l:ly ling 10) e oy % 29.38 3850
20. Percentage of debt to debt-equity tolal computed in accordance with Rule 15¢3-1(d) L% 20.18 3860
' . ! ;
| . i!
i COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT [
| ‘ 4
Parl B ' 3
21. 2% of combme#d aggregate debit items as shown in Formula for Reserve Requirements pursuant to Rule 15c3 3 '
prepared as of the date of the net capital computation including both brokers or dealers and consolidated subsidiarfes' debits........... I‘ $ 3910
22. Minimum dollal' niet capital requirement of reporting broker or dealer and minimum net capital requirement of Jd
subsidiaries camputed in ACEORIANGCE Wit NOLE (A) ..ro.cseoeerversrsnanccssssrmnnsssssssns s rmnssssss e orssmsonesscse . 3880
23. Net capital reqmremenl (greater of line 21 or 22) BN 3760
24. Excess capital (lme 10 less 23).... . 'l $ 3910
25. Nat capital in excess of the greater of: ' I
A 5%of cornblned aggregate deblt items or $120 000 e i s s b e s :1 $ [3620)
|
NOTES: _ : l
l : ! '

(A) The minimum nel capital requirement should be computed by adding the minimum doliar net capital requirement of the reporting broker dealer and, for each
subsidiary to be consolidated, the greater of: t
1. Minimum dollar net capital requirement , or i A
2. 6%% of aggregate indebledness or 4% of aggregate debits if alternative method is used. ) |

{B) Do not deduct the value of securities borrowed under subordination agreements or secured demand note covered by subordination agreements not in satlstaclury form
and the market values of memberships in exchanges contributed for use of company (contra to item 1740} and partners’ securities whlch were included in non-atlowable
assets.

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

‘ o

i ' . ISEC 1696 (02-03) 9 of 16
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| FINANCIALuAND OPERATIONAL COMBINED UNIFORM SINGLE HEF:’ORT

PART lIA

BROKER OR DEALER Ceros Broker Service Inc. f
For the period (MMDDYY) fronfs o01/01/06 [3832t0_ 12/31/06 933
Number of months included in this statement | 12 3931
STATEMENT OF INCOME {L0SS)
REVENUE
1. Gommissions: .
a. Commissions on transactions in exchange listed equity Securities EXeCUed O an EXCNEANGE ......rwmmemmmmssmrimsrmmss ssmsesssssssssrisrenss 9 199,725 3935
b. Commissionsf on listed option transactions 101,775 3938
¢c. Allother seculrities commissions ... 560,082 3538
d. Total securitics commissions .. 861,582 < 13940
2. Gains or losses on firm securities tradmg accuunts " '
a, from man(et:makmg in options on a national securities exchange ......... 3945
b. From all othertradmg ..... 3949
¢. Total gain (Iuss) " 3950
3. Gains or losses u'n firm securities |nvestmen1 accounts ................................................. s ! 3852
4, Profil {loss) lrom‘underwnnng AN SBIING QFOUPS everce e ememsiecs siasbass s s b s ans e st s A 3955
5. Revenue from salte of investment company shares f 3970
6. Commodities revenue.. b ettt enan e ena s ie et e et bbbt 3990
7. Fees for account superws:on mvestrnem ad\nsury and admlnlstrau\.'e Services . ' 27,200 . |397%
8. Otherrevenue .. 3995
9, Total revenus..... $ 888,762 4030
EXPENSES ‘
10. Salaries and other employment costs for general partners and voting steckholder officers .........ccocnn, e 65,280 4120
11. Oiher employee (f:ompensatiun AN DENETIS ... sssms s crsmsss st ! 4115
12. Commissions paid to other broker-dealers ... . 3 473,591 ~ |414D
13. interest expense: .................................................................................................................................................................................. 4075
2. Includes interest on accounts subject to subordination agreements ... [ 4070]
14. Regulatory fees :lmd BXDBIISES .ovvvevoermvaesarassssasrrssersoriesetiresssssssssssssns rsssssave s ssms seee 4o A4 £R 4881 b1 EAr SRR SR £ e 7,520 7 4185
15. Other eXpenses .......c.ocecmers . . errerest et e eAEbe b LAe eI A bbb R P bR bR s e A TR SRR AR R 306,707 4100
95, TOUB! BKPBIISES -.....oeevescssessessssrs1521s 07250840122 558 51 01 R 04T FR AT ssbmsrrAartr enbn s st asasts <D 853,098 4200
NET INCOME :
17. Income (loss) before Federal income taxes and items below (item 9 less ltem ‘:6) STV TSRVROV. 35,684 4210
18. Provision for Federal income taxes (for parent only) ... . " canm ~ 4220
19. Equity in eamings (losses} of unconsaolidated subsmlanes not |nc|uded above ' 4222
a. After Federal income taxes of ..
20. Extraordinary gains {losses) ... 4224
a, After Federa] income taxes oI .
21. Cumulative eﬂect of changes in accounhng PANCITIES ..oocomrerirmnnsasnrrmmnnanns P [4225]
22. Netincome (Iuss) after Federal income taxes and extraordinarny HBMS ... veeccmmmrres i st s s s s S 30,284 (4230
! .
MONTHLY INCONE
23. Income (current month only) before provision for Federal income taxes and extragidinasy iMS ....vvvvvrmimcseriesisserens e, $ 421 1|

SEC 1696 (02-03) 11 of 16




_FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART lIA \

BROKER OR DEALER Ceros Broker Service Inc. !

'

|

For the period (MMDDYY) from 01/01/06 to 12/31/06

STATEMENT OF CHANGES IN OWNERSHIP EQUITY
{SOLE PROPRIETORSHIP, PARTNERSHIP OR CORPORATION)

. BalANCE, DEGINMING OF PEIOH ., .eve.eeeeroceresevemmasamssesmrsseeesaeeessemsrsseressessssessssesessstmssrsssesssesrssssrssmssessrsssssssssissssssssssatssesssssssoeseesserssins 5

4240

A, Netincome (055} ...vecrnsecrecrnns

4250

B, Additions (INEludeS NON-CONTOMING CaPIal O ... B S

4260

C. Deductions {inciudes non-confosming capital of

4210

. Balance,endofﬁeﬁod (FPOMUTEM TB00) .....oociimrcsseecreimsesssassesc i rsns i aasast v s srsrars s e s bag e s e b arensseb e et b4 ot shaEE e $

[4750}

STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS '

. Balance‘. beginnir;g OF PBIOA coovircr sttt s ssrs e s bast s st 4448 1 bar st ek barmsss s st et e s st st semssebsscs e rarsasnsssoennestentsess J$

} 150,291
A, INCTeaSesS.......ocvrvereeanne

4300

30,284

4310

B. Decreases ..,

4320

. Balance, end of PEriod (FFOM I 3520) .....orroeomr oo eesees e cesees e oo s s *$ 180,575

4330

OMIT PENNIES
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPOHT

i . PART IIA

1
: ‘ |
BROKER OR DEALER Ceros Broker Service Inc. ‘ asof 12/31/06
; EXEMPTIVE PROVISION UNDER RULE 15¢3-3 :
24. If an exemption from Rule 15¢3-1 is claimed, identify below the section upon which such exempfion is based (check one only) '
A (K1) — $2 500 capital category as per Rule 1563-1 ..o eeeeneeeneees \ 4550
B. (K{2)(&) "Speua! Accoun! for the Exclusive Benefit of customers™ maintzined... ke | 4560
C. (K{2}{B) — All customer fransactions cleared through anather broker-dealer on a fu\ly dlsclnsed bams L i
Name of cleanng fimy, SEC 17574 . [4335] ¢ X 4570
D. (K3 — Exempted by order of ihe Commission (NTHILE COPY U5 TEHBTY ..cuvvreusereeree s eeseenc s miaeis s ressssssonssnssrssmanssns “ 4580
|

‘ Ownershlp Equity and Subordinaled Liabilities maturing or proposed to be wnhdrawn within the next six months

Type ol Proposgd

and aceruals, (as defined below), which have not been deducted in the computation of Net Capltal

| !
: Amnount o be l
Withdrawal or Withdrawn (cash (MMDDYY) Expect
Accrual | Insider or amount and/or Net mhdsawal of o
(See below | Qutsider? Capital Value of Maturity Renew
forcode} | Name of Lender or Contributor (In o7 Out) Securities) Date (Yes or No)
! H Al
" | | 4600 ] 4601 4502[ |4503 il 4604 4505[
! . ] '
" | (@510} [d611] [4612] : (4m13] : [4614] [4818]
B . |]
| H .
" { [4620} (4821 [3822] : [a€23] i [4524] ] 4635)
| i
!
¥ ' 'Ta630 { 46ai} [4632} [4633) . [4634] [4535)
] 1
1
% | (2540 4641 4642 : w623 ¢ [4644) [4545]
§ 1
: Total $% : [3595] :1
. ' : ‘I
. OMIT PENMIES '
1
| \ |
Instructions:

Detail Listing must include the total of iters maturing during the six month period following the repont 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 penod rullowmg the report date including
the proposed redemption of stock and anticipated accruals which would cause a reduction of Net Capital. These anticipated accruals would include amounts of
bonuse; partners' drawing accounts, taxes, and interest on capital, voluntary contributions to pension or profit sharing pians, etc., which have not been deducted

in the computatlon of Net Capital, but which you anticipate will be paid within the next six months.

t .
WITHDRAWAL CODE: DESCRIPTIONS
1. ! Equity Capital
2, Subordinated Liabilities

3. , Accruals

t
S

|

; )

I
f

+
)
1
|

|
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A" S.E.C..Annual _ATJ_dited Report Form’ X-17a-5, Part I1I-Facing Page

C. Audited Financial Statements’and Other Financial Information

|

B S.E.C. FOCUS Re[i)jrt, Form X-17a-5, Part I1A

D. Report on Internal Control Structure

!
|
|
i
i
i
|

GRAY, GRAY & GRAY, LLP

CEROS BROKER SERVICE, INC.
REGULATORY REPCRTS

DECEMBER 31, 2006
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Securltles and Exchange Commission
73 Tremont Street - Suite 600

Boston, MA 02108-3912 |

We have laudlted the Focus Report of Ceros Broker Service, Inc. as iof December 31 2006. The audit
was made in accordance with auditing standards generally accepted in lthe United States of America and,
accordlngly, includes a review of the system of internal control, the procedures employed for
safeguardlng securities, the practices and procedures employed in complying with rule 173-13 and in the
resolutlon of securities differences, and such tests of the accounting| records and such other auditing
procedures as we considered necessary in the circumstances, mcludlng the audltmg procedures
prescrlbed by the Securities and Exchange Commission. There were no material dlfferences with respect
to the computatlon of Net Capital under SEC Rule 15¢3-1, and the computatlon of Determlnatlon of the
Reserve Reqmrements under Exhibit A of Rule 15¢3-3. We found no inadequacies in our audit of the
above mentloned procedures and systems. | :

In our o'pm:on the Focus Report, with all supporting statements and schedules, 'present fairly the
financial position of Ceros Broker Service, Inc. at December 31, 2006 in the form prescribed by the
Securities and Exchange Commission, in conformity with accounting prlnC|ples generally accepted in the

United States of America applied on a basis consistent with that of the precedlng year.
|

{
GRAY GRAY 8! GRAY LLP
Coyimiemes
6/' y&ay, LJT

D

March 23, 2007

i
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VISION » DIRECTION ¢ 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, 2006 and 2005, and the statements of operations and retained earmngs 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 Amerlca 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 fi nanC|aI statements referred to above present fairly, in all material respects, the
fi nanC|aI| position of Ceros Broker Service, Inc. as of December 31, 2006 and 2005 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 audits were 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
pracedures 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,

I
1
GRAY, GRAY & GRAY, LLP |
|

y/zay, ﬁ(t;; & ﬁay, L'LT

March 23, 2007

! )
| 34 SOUTHWEST PARK » WESTWOOD, MASSACHUSETTS 02090 .
'TEL: 781-407-0300 *« FAX: 781-407-0303 » E-MAIL: GGG&CGGGCPAS.COM = WEB: WWW.GGGCPAS.COM

| 3



LIABILITIES AND STOCKHOLDER'S EQUITY

‘o . December 31,

[ . 2006 2005
; |
CURR}ENT L;IABILITIES‘ : //_
Afcounm payable and accrued-‘expenses f $ 19772 ¢ 11,671
Accrued taixes = J /8,400 3,233
TOTAL CURRENT LIABILITIES 1 29172 __ 14,904
' . | : ’
STQCKHOLIDER!S-EQUITY <4l .
- Common stock 150,000 150,000
Retained earnings | 30575 291
P - ‘ -
TOTAL STOCKHOLDER'S EQUITY\_) ~—180;575 150,291
, ‘ I‘
L )
TOTAL LIABILITIES AND STOCKHOLDER'S EQUITY /209,747 $ 165,195

-:
i
I
|

i
I
]

i ,
The accompanying notes are an integral part of these ﬁr]an‘c!ial statements, lj
n

|
i
i
|
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CEROS BROKER SERVICE, INC,

STATEMENTS OF OPERATIONS AND RETAINED EARNINGS

Year Ended December 31,
2006 2005

INCOME
Cor/nrn'issiqns and service revenues $ 861,5/82%486
Management fees 27,200 32,896|

| I
TOTAL INCOME 888,782 731,382

i 1
OPERATING EXPENSES 1 L
General and administrative expenses 848,695 (690,543

Depreciation

TOTAl?. OPERATING EXPENSES

\ 403 085

\849,098\ 691,528

NET INCOME BEFORE PROVISION FOR INCOME TAXES 39,854
PROVISION FOR INCOME TAXES 2,967
NET INCOME ' 36,887
RETAINED I‘EARNIN.GS (DEFICIT) AT BEGINNING OF YEAR\_/> 29 (36,596)
RETAINED EARNINGS AT END OF YEAR $ 30575 291

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

‘ -4- i X
] ‘ |
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| l
Year Ended December 31

. , 2006

|
RECONCILTIATION OF NET INCOME TO NET CASH PROVIDED
(USED)}.Y.OPERATING/ACTIVITIES:

Net income

2005

AdJustments to reconcue net mcome to net cash
prowded (used) by operatang activities:
Depreqatlon
(Increalse) decrease in assets: *
Prepaid expenses
Increasl;e (deT_crease) in Iiapilities

985

- {4,348)

Accounts payable and accruedexpenses , (2,157) ‘
Acctued taxes] y 2,967
TOTAL ADJUSTMENTS (2,553)
AL ADJL
|
NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES $ 34,334

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

[
-5- |
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!
CERTIFIED PU?L[C ACCOUNTANTS

g

l GRA'Y, GRAY & GRAY, LLP




| ; CEROS BROKER SERVICE, INC.

NOTES TO FINANCIAL STATEMENTS |

DECEMBER 31, 2006

.
| z
| |
| iI
l
i

NOTE 1 L BUSINESS |
PrlnCIpaI Bug_n_e_ss Actlwty Ceros Broker Service, Inc. is an introducing broker |n the business of
trading securities. The: Company is a- registered member-of_the Securities and Exchange Comm|55|on, the

National Assoc%-ﬁb‘n -of Securities-Dealers;-and is registered With various state securities comrmissions.
o | U U | {
' NOTE 2 - SIGNIFICANT‘ ACCOUNTING POLICIES | - i .
Property and Equipment — Pro‘perty and equnpment are stated. at-cost,.l\es\s accurpuiated depreciation.

Expend|tures 'for- -routine repairs and maintenance-are charged to@atlons as they are incurred-while
those WhICh signifi cantly improve or extend the lives| of eX|st1ng assets are capltahzed Depreciation is
computed using the stralght-llne and‘accelerated methods. |

Use_of I:stlmates-—'ThJe preparation ﬂ nanga_l_statements in conformlty rW|th accountmg prmcnples
generally accepted in the United States of “America requires, management to make estimates_and
assumptions that affect the reported amounts of assets and’ jidbilities and\dlsclosure of contingent assets
and I|ab|I|t|es at the date of the financial statements and the’reported amounts ofsfevenues and expenses
during the reporting period. Actual results could differ ffom those estimates.

Incomet Taxes — Income tax expense includes federal and state taxes. currently payable and, when
matenal | deferred taxes arising from temporary dlfferences between- mcome from fi nancial reporting and
tax purposes and also operating losses that are available Jo offset'future taxable mcome Valuation
allowances are established when necessary to reduce deferred tax assets to the amount expected to be
realized.; At December 31, 2006 and 2005, deferred tax assets and liabilities were :mmaterlal

|
Commlssmns - Commussmns and related clearing expenses are recorded on a settlement date basis as
securltles transactlons occur. 1
I
Cash and cash equwalents— During the course of the normal business cycle the Company, at times,
mamtaln:s on deposit cash balances in excess of FDIC insured limits, Cash equivalents represents
mvestmcnts in money market accounts in various financial institutions.

Reclassuf' cations — Certain reclassifications, none of which affect income, have been made to the 2005

fi nanaahstatements to conform to the 2006 presentation. '
)

i | i

GRAY, GRAY & GRAY, LLP CERTIFIED PUBLIC ACCOUNTA]\'TS
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| Exemptlve Provision. Under Rule 15¢3-3 - The Company, as an mtroducmg broker is exempt under

‘operating loss carryforwatds. &—’_)/\

CEROS BROKER SERVICE, INC. }
NOTES TO FINANCIAL STATEMENTS 1

DECEMBER 31, 2006

NOTE 3 - REGULAfORY REQUIREMENTS l

‘ ! . | |

F‘ursuaﬁth to net capital provision of Rule 15¢3-1 of the Securities Exchange Act of 193‘4 the Company is
required to maintain a minimum net capltal as defined under such provisions. Net capital may fluctuate
on-a dally ba§1§\ The- Company hgd .net capltal . as defined, of $142,633 and $120, 598-at” December 31
2006~ and 2005, respectlvely The minimum net capital.requirement is $5,000.

subparagraph {(k)(2)(ii) of Rule /15¢3-3 from maintaining a “Speaal Resérve Bank Account for the
Exclusive BeneF t of Customers r

NOTE 4 - Income Taxes ' : |

The Companys effectlve[tax rate\or the year endrng December 31, 2005 is Iower than would be
expected if the statutory rates were‘applied to income from) contmumg operatrons, due to the use of net

S

NOTE SI_ RELATED PARTY TRANSACTIONS
Econonirc Dépendency — The Company is affiliated ywth other companies in the same line of business.
Nlnety-elght percent of the Company's commissions are earned from/transactrons with these affiliates.
Per a wrltten agreement, a foteign corporation with the same: ownership refers customers who purchase
securltres through the Company. A significant portion. (60% in~ 2006"and 49%in 2005) of the
comm|55|ons earned, on these transactions are paid back to the | forelgn affiliate as commlssron expense.
Total co,m'missions paid back, net of reimbursed costs totaled $473,591 and $339,903 ffor the years ended
December 31, 2006 and 2005, respectively. The Company received management fees of $27,200 and
$32,896 from an aff“ liate in 2006 and 2005, respectively. The management fees relate to administrative
charges‘to the related party. '

Approxlmately 2% and 3% of the Company s commissions are earned from entities that are related to an
officer of the Company for the years ended December 31, 2006 and 2005, respectlvely

: | - !
NOTE 6 — CAPITAL STRUCTURE

As of December 31, 2006 and 2005, the Company had 200,000 shares of Class A votlng, $1 par value
common stock authorized, and 150,000 shares issued and outstanding.

-8-
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CERTIFIED PUBLIC ACCOUNTANTS
VISION « DIRECTION ¢ SUCCESS

i
i

-‘ | | .
. | 1
INDEPENDENT AUDITORS' REPORT ON OTHER FINANCIAL INFORMATION
' H
I .
Board of Pirectors : ' |
Ceros Broker Service, Inc. :

Our audits for the yeérs ended December 31, 2006 and 2005 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 add1t|onal analysis and is not a required part-of the basic financial statements Such
mformatlon 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 fi nancsal
statements taken as a whole.

GRAY, GRAY & GRAY, LLP

March 15, 2007

‘ ] 34 SOUTHWEST PARK * WESTWOOD, MASSACHUSETTS 02090
, TEL: 78]-40‘7-0300 * FAX: 781-407-0303 » E-MAIL: GGG@GGGCPAS.COM » WEB: WWW.GGGCPAS.COM
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CEROS BROKER SERVICE, INC. i

{

. ! J‘.
'SCHEDULES OF GENERAL AND ADMINISTRATIVE|EXPENSES "
i :

‘ }

Year Ended December 31,

2006

‘ !
Commissionsl expense $ 47§;§91

e

2005

$ 339,903

Cleré'ring char'ges 234,217 239,803
Offlcer's salajry _65,;.280 65,280
Pr?fessional fees |34,296 26,471
Tra‘vel 22,016 1,1_9_3
Payroll and otherltaxes 5,175 [T5863"
Dues and registrations 7,520 2,547
Office ‘ 27530 7,501
Insurance 2,489 758
Telephone_,_~ - 1581 . 1,224
TOTAL GENERAL AND ADMINISTRATIVE EXPENSES 9_8476-95 $ 690,543
Rl

I
!
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CERTIFIED PUBLIC ACCOUNTANTS
VISION » DIRECTION » SUCCESS

'INDEPENDENT AUDITORS' REPORT ON INTERNAL ACCOUNTING CONTROL

Board of l:)irectors
Ceros Broker Service, Inc.

In planning and performlng our audits of the financial statements of Ceros Broker Servuce, Inc, for the
years ended December 31, 2006 and 2005, we considered its internal control structure including
procedures for safeguarding securities, in order to determine our auditing procedures for the purpose of
expressmg our opinion on the financial statements and not to provnde assurance on the internal control
structure) , |

Also, as reqmred by Rule 17a- -5(g)(1) of the Securities and Exchange Ct!)mmlssmn we have made a study
of the practlces and procedures (including tests of compliance with such practlces and procedures)
followed by Ceros Broker Service, Inc. that we considered relevant to the objectlves stated in Rule
17a- 5(g), (1) in making the periodic computations of aggregate mdebtedness (or aggregate debits) and
net capltal under Rule 17a-3(a){11) and the reserve required by Rule 15c3-3(e); (2) in making the
quarterly securities examinations, counts, verifications, and comparlsons and the recordation of
drfferences required by Rule 17a-13; (3) in complying with the requirements for prompt payment for
securltles under Section 8 of Regulation T of the Board of Governors of the Federal Reserve System; and
(4) in obtalmng and maintaining physical possession or control of alt fully paid and excess margin
securities of customers as required by Rule 15¢3-3. i 'l

|

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
respon5|b|||ty, 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 unauthorlzed use or disposition and that transactions are executed |n| accordance with
managements authorization and recorded properly to permit preparation of fi nanC|aI statements in
conformlty with accounting principles generally accepted in the United States of Amerlca Rule 17a-5(qg)
lists addltlonal objectives of the practices and procedures listed in the preceding paragraph

Becauselof inherent limitations in any internal control structure or the practices and procedures referred
to above, errors or irreqularities 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.

|
-12- i i
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Board of Directors : D
Ceros Broker Service, Inc.

i
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Page2 ' |

Our c0n5|derat|on of the internal control structure would not necessarlly disclose all matters in the
internal control structure that might be material weaknesses under standards estabhshed by the
Ametican \Instltute of Certified Public Accountants. A material weakness is a condltlon in which the
design or operatlon of the specific internal control structure elements does not reduce to a relatively low
level the ||sk that errors or irregularities in amounts that would be material in relatlon to the financial
statements being audited may occur and not be detected within a trmely pericd by employees in the
normal course of performing their assigned functions. However, we' noted no matters involving the -
intefnal control structure, including procedures for safeguardmg securltles that we consider to be
material weaknesses as defined above. : ‘E

i i i
We under:.tand that practlces and pracedures 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 Securltles Exchange Act of 1934 and related regulations, and that practices and procedures that
do not accompllsh such objectives in all material respects indicate a material madequacy for such
purposes. 1 Based on thls understanding and on our study, we believe that the Company's practices and
procedure; were adequate at December 31, 2006 to meet the Commission's objectives. H

AN

This report is, mtended 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 4
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