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A. REGISTRANT IDENTIFICATION
NAME OF BROKER-DEALER: '

OFFICIAL USE ONLY

Lantern investments, Inc.

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) MDD
35 Pinelawn Road, Suite 101E
(No. and Street)
Melville New York 11747
(City) (State) (Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
Keith Lanton 631-454-2000

{Area Code — Telephone No.)

-

B. ACCOUNTANT IDENTIFICATION
INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

Halpern & Associates

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

143 Weston Road Weston CT
(Address) (City) (State) Zip Code)
CHECK ONE: CESSED
(@ Certified Public Accountant P O
O Public Accountant : (2")_““3
O Accountant not resident in United States or any of its possessions. / E\) A
FOR OFFICIAL USE ONLY \ - \;.\ANC

*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant-
must be supported by a statement of facts and circurnstances relied on as the basis for the exemption. See section 240.17a-5(

X Potential pecsons who are to vespond to the collection of information
SEC 1410 (3-91) contained in this form are pot required to respond unless the form displays

a currently valid (YO eontrol sumber.
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1, Keith Lanton " x , swear (or affirm) that, to the
best of my knowledge énd behef ‘the accompans'mg financial statement and supporting schedules pertaining to the firm of
Lantern Invesﬁments Inc. %

as of

’Tr"n‘)- o o,

June 30 2003 are true and correct. I further swear (or affirm) that neither the company
nor any partner, proprietor, principal officer or director has any proprietary interest in any account classified soley as that of
a customer, except as follows:
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/)7 e d) m .
)7 MARK M. EISENBERG
Notary Public, State of New York

Notary Public / No. 07 Ei4890886
Qualified in Nassau County

Commission Exoires March 27 Zoo >

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

K (a) Facing page.

X (b) Statement of Financial Condition.

K (c) Statement of Income (Loss).

Kl  (d) Statement of Changes in Financial Condition. -

R (e) Statement of Changes in Stockholders’ Equity or Partncrs or Sole Propnetor s Capital.

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

X (g) Computation of Net Capital

0O (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

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

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

0O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation.

(1) An QOath or Affirmation.

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

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

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Certified Pub lic Accountants and Consultants
143 Weston Road « Weston, CT 06883 « (203)227-0313 » FAX (203226 9009

INDEPENDENT AUDITORS' REPORT

To the President of
Lantern Investments, Inc.

We have audited the accompanying statement of financial condition of Lantern
Investments, Inc. as of June 30, 2003. This financial statement is the responsibility of the
Company's management. Our responsibility is to express an opinion on this financial
statement based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether this financial statement is free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides
a reasonable basis for our opinion.

In our opinion, the financial statement referred to above presents fairly, in all material
respects, the financial position of Lantern Investments, Inc. as of June 30, 2003, in
conformity with accounting principles generally accepted in the United States of
America.

Weston, Connecticut
August 14, 2003




LANTERN INVESTMENTS, INC.
STATEMENT OF FINANCIAL CONDITION

JUNE 30, 2003

ASSETS

Cash and cash equivalents

Receivable from clearing broker

Securities owned, at market value

Investment in non-marketable securities, at cost

Income tax refund receivable

Furniture, equipment and leasehold improvements,
at cost, net of accumulated depreciation of $50,824

Other assets

Deferred tax asset

TOTAL ASSETS

LIABILITIES AND SHAREHOLDERS' EQUITY

LIABILITIES
Accrued expenses and other liabilities
Payroll taxes payable
Deferred rent

TOTAL LIABILITIES

SUBORDINATED LIABILITY AND SHAREHOLDERS' EQUITY
Liability subordinated to claims of
general creditors

SHAREHOLDERS' EQUITY
Preferred stock, $.01 par value; 10,000 shares authorized,
-0- shares issued and outstanding
Common stock, $.05 par value; 30,000 shares authorized,
10,000 issued and 9,890 shares outstanding
Additional paid-in capital
Retained earnings
Treasury stock, at cost, 110 shares

TOTAL SHAREHOLDERS' EQUITY

TOTAL SUBORDINATED LIABILITY AND
SHAREHOLDERS' EQUITY

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY

The accompanying notes are an integral part of this statement.

$ 73819
497,624
245,984

27,400
10,400

30,932
41,691
13,500

$ 941,350

$ 206,459
16,894
5,522

$ 228,875

25,000

500

363,588
329,987

(6,600)
687,475

712,475

$ 941,350
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LANTERN INVESTMENTS, INC.
NOTES TO STATEMENT OF FINANCIAL CONDITION

JUNE 30, 2003

1. NOTES ON SIGNIFICANT BUSINESS ACTIVITIES

_ Lantern Investments, Inc. (the "Company”) was incorporated in the State of
Delaware in 1993. The Company is registered as a broker-dealer with the Securities and
Exchange Commission (the “SEC”) and is a member of the National Association of
Securities Dealers, Inc (the “NASD”), the Municipal Securities Rulemaking Board (the
“MSRB”) and the Securities Investor Protection Corporation (“SIPC”). In this capacity, it
executes both principal and agency transactions for itself and its customers. The Company
does not hold funds or securities for, nor owe funds or securities to customers. Any funds
or securities received by the Company are promptly transmitted to the clearing broker.

In the normal course of business, the Company enters into financial transactions
where the risk of potential loss due to the changes in market or failures of the other party to
the transaction to perform exceeds the amounts recorded for the transactions.

The Company’s policy is to continuously monitor its exposure to market and counter-
party risk through the use of a variety of financial, position and credit exposure reporting
and control procedures. In addition, the Company has a policy of reviewing the customer
and/or other counter-party with which it conducts its business.

The Company executes all of its customer trades through a New York Stock
Exchange member firm as an introducing broker that earns commission on its introduced
customers. The Company has an agreement with a clearing broker to clear securities
transactions, carry customers’ accounts on a fully disclosed basis and perform certain
recordkeeping functions. In connection therewith, the Company has agreed to indemnify its
clearing broker for losses that the clearing broker may sustain related to the Company's
customers. At June 30, 2003, the receivable from clearing broker reflected on the
statement of financial condition was substantially in cash.

2. SIGNIFICANT ACCOUNTING POLICIES

Securities transactions and related commission revenues and expenses are
recorded on a trade date basis.

Investments in non-marketable securities are carr_ied at cost.

Securities transactions and financing with the clearing broker are classified as
operating activities on the statement of cash flows since this is the Company’s principal
business.



LANTERN INVESTMENTS, INC.
NOTES TO STATEMENT OF FINANCIAL CONDITION (CONTINUED)

JUNE 30, 2003

The Company maintains its books and records on an accrual basis in accordance
with accounting principles generally accepted in the United States of America. This requires
management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosures of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenues and expenses during the
reported period. Actual results could differ from those estimates.

The Company files their federal and state corporate income tax returns using the
cash basis of accounting.

Depreciation is computed using the straight-line method over the estimated useful
life of the assets.

3. CASH AND CASH EQUIVALENTS

The Company considers all highly liquid debt instruments and other short-term
investments with an initial maturity of three months or less to be cash equivalents. Cash
and cash equivalents include $15,032 in a money market fund at a bank.

4. PROVISION FOR INCOME TAXES

The Company is recognized as a Corporation by the Internal Revenue Service. As a
result of the operating loss for the period, the financial statements reflect the New York
State tax minimum. ‘

Deferred income tax assets and liabilities are computed for differences between the
financial statement and tax bases of assets and liabilities that will result in taxable or
deductible amounts in the future. These differences are based on enacted tax laws and
rates applicable to the periods in which the differences are expected to affect taxable
income. Valuation allowances are established, when necessary, to reduce the deferred
income tax assets to the amount expected to be realized. At June 30, 2003, the differences
totaled approximately $90,000.

In addition, the Company has available loss carryforwards of approximately $91,500,
which will expire in 2023.

The deferred tax asset of approximately $54,000 relating to these two items has been
partially offset by a valuation allowance of $40,500 due to the uncertainty about the
realization of the carryforwards. The deferred tax asset included in the financial statements
as of June 30, 2003 is $13,500.



LANTERN INVESTMENTS, INC.
NOTES TO STATEMENT OF FINANCIAL CONDITION (CONTINUED)

JUNE 30, 2003

5. COMMITMENTS

The Company leases office space in Melville and Lawrence, New York under non-
cancelable lease agreements. The leases expire at in 2010 and 2005, respectively. The
leases contain provisions for escalations based on increases in certain costs incurred by
the lessor. Future minimum rent payments on the leases are as follows:

Year Ended June 30,
2004 $85,420
2005 92,921
2006 81,561
2007 69,870
2008 72,078
Thereafter 148,527
Total $550,377

6. DEFERRED RENT

The lease for the Company’s office space in Melville provides for rent abatements as
well as scheduled increases in base rent. Rent expense is charged to operations ratably
over the term of the lease, which results in deferred rent payable. This represents
cumulative rent expense charged to operations from inception of the lease in excess of
required lease payments.

7. LIABILITY SUBORDINATED TO THE CLAIMS OF GENERAL CREDITORS

The Company has a subordinated loan payable with a lender, which became effective
on August 1, 2000 for $25,000. The loan bears interest at a rate of ten percent (10%) per
annum. The loan matures on August 31, 2003.

The subordinated liability has been contributed under an agreement pursuant to the
rules and regulations of the National Association of Securities Dealers, Inc. and the
Securities and Exchange Commission.

The subordinated loan agreement can be withdrawn by the lender only at the stated
maturity dates or may be prepaid under limited circumstances. Any subordinated debt can
be repaid only if, after giving effect to such repayment, the Company meets net capital
requirements governing withdrawal of subordinated debt.



LANTERN INVESTMENTS, INC.
NOTES TO STATEMENT OF FINANCIAL CONDITION (CONTINUED)

JUNE 30, 2003

Interest expense on the subordinated liability was $2,500 for the year ended June
30, 2003.

8. EMPLOYEE BENEFITS

The Company has a SIMPLE-IRA plan with a December 31 year-end. The Board of
Directors has elected to contribute an amount equal to 3 percent of eligible employee
compensation, subject to statutory limitations. The expense included in the financial
statements related to this plan is approximately $26,000 for the year ending June 30, 2003.

9. NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission’s Net Capital
Rule 15¢3-1, which requires the maintenance of minimum net capital and requires that the
ratio of aggregate indebtedness to net capital, both as defined, shall not exceed 15to 1. At
June 30, 2003, the Company had net capital of $576,306, which exceeded the minimum
requirement of $100,000 by $476,306. The Company's net capital ratio was .40 to 1.

10. RULE 15C3-3

The Company is exempt from the provisions of Rule 15¢3-3 under paragraph (k)(2)(ii)
in that the Company carries no margin accounts, promptly transmits all customer funds and
delivers all securities received, does not otherwise hold funds or securities for or owe
money or securities to customers and effectuates all financial transactions on behalf of
customers on a fully disclosed basis



