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OATH OR AFFIRMATION

I Dennis M. Naso

Floor Broker Network, Inc.

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

a customer, except as follows:

None //

, as of

March-31. MZOOB 'aiarc,.ftruc and correct. | further swear (or affirm) that neither the company
nor any partner, proprietor, principal officer or. director has any propnetary interest in any account classified soley as that of

/

L

N ChieAinancial Officer and
, Chief Executive Tge OIIiCerT

Nowry Publy,”
V oLary JOSEPHINE CICOLELLO
Notary Pﬁblic, State Of New York

0.24-4629890
Quelified In Kings C
Commission Expires S ounty2°
is #po contains (check all applicable boxes): n ires June 30,

ta) Facing page.

(b) Statement of Financial Condition.

(¢) Statement of Income (Loss).

(d) Statement of Changes in Financial Conditon.

(e) Statement of Changes in Stockholders® Equity or Pantners’ or Sole Proprietor’s Capital.
(f) Statement of Changes in Liabilities Subordinated to Ciaims of Creditors.

(g) Computation of Net Capital

(h) Computaton for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
(i) Informauon Relating to the Possession or control Requirements Under Rule 15¢3-3.

Computauon for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

solidauon.
(1) An Oath or Affirmation.
(m)A copy of the SIPC Supplemental Report.

N HIIHMHPSJMEE‘HKIP?];

**For conditions of confidential treatment of certain portions of this filing, see section 240.]7a-5(e)(3).

() A Reconciliation, including appropnate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the

(k) A Reconcibauion between the audited and unaudited Statements of Financial Condition with respect to methods of con-

(n) A repont descnibing anv material inadequaciss found to exist or found to have existed since the date of the previous audit.
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INDEPENDENT AUDITORS’ REPORT

The Board of Directors of
Floor Broker Network, Inc.

We have audited the accompanying statement of financial condition of Floor Broker Network,
Inc. (the Company), as of March 31, 2003, and the related statements of income, changes in
shareholders' equity and cash flows for the year then ended that you are filing pursuant to rule
17a-5 under Securities Exchange Act of 1934. These financial statements are the responsibility

of the Company's management. Our responsibility is to express an opinion on these financial
statements based on our audit.

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

overall financial statement presentation. We believe that our audit provides a reasonable basis
for our opinion.

In our opinion, the financiai statements referred to above present fairly, in all material respects,
the financial position of Floor Broker Network, Inc. at March 31, 2003, and the results of its
operations and its cash flows for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The information contained in the additional schedules is
presented for purposes of additional analysis and is not a required part of the basic financial
statements, but is supplementary information required by Rule 17a-5 of the Securities
Exchange Act of 1934. 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.

W,W¢G.,ﬁc.

Garden City, New York
May 2, 2003

AL

GROUP

A WORLDWIDE NETWORK OF INDEPENDENT FIRMS




FLOOR BROKER NETWORK, INC.
STATEMENT OF FINANCIAL CONDITION

MARCH 31, 2003

ASSETS

Cash and cash equivalents (Note 1) $ 385894
Certificate of deposit (Note 8) 38,742
Receivables from clearing organizations (Note 2) 84,521
Receivables from customers 101,557
Fixed assets - net of accumulated depreciation

of $69,343 (Notes 1 and 3) 30,519
Other assets 55,367

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS' EQUITY

Accounts payable and accrued expenses $ 54,783
Loan payable (Note 4) 70,855
Due to affiliate (Note 5) 90,359
Income taxes payable 26,351
Deferred income taxes (Notes 1 and 7) 48,453

TOTAL LIABILITIES

COMMITMENTS AND CONTINGENCIES (Note 6)
STOCKHOLDERS’ EQUITY

Common stock, no par value, 200 shares

authorized, 100 shares issued and outstanding 6,000
Paid-in-capital 167,794
Retained earnings 233,005

406,799
Less: Cost of 90 shares of common stock in treasury (1,000)

Total Shareholders’ Equity

TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY

See Accompanying Notes and Auditors’ Report.

$

—696.600

$ 290,801

405,799

$ ___696.600



FLOOR BROKER NETWORK, INC.
STATEMENT OF INCOME

FOR THE YEAR ENDED MARCH 31, 2003

Income
Commissions $ 3,331,711
Interest 8.347
Total income 3,340,058
Expenses
Employee compensation, benefits and
trading commissions $ 896,274
Seat leasing expense, floor brokerage, exchange
and clearance fees 1,476,415
Administrative and general 815,288
Officer’s salary 99,700
Depreciation 17,406
Total expenses 3,305,083
Income before income taxes 34,975
Income taxes (Note 7) 7,983
Net income $ 26,992

See Accompanying Notes and Auditors’ Report.
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FLOOR BROKER NETWORK, INC.
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED MARCH 31, 2003

CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 26,992
Adjustments to reconcile net income to net cash provided
by operating activities:

Depreciation 3 17,406
Deferred income taxes (60,778)
Changes in assets and liabilities:
Certificate of deposit (759)
Receivable from clearing organizations 142,735
Receivables from customers (20,165)
Due from/to affiliates 62,815
Prepaid expenses 44,327
Accounts payable and accrued expenses (44,207)
Income taxes payable 26,351
Total adjustments 177,725
Net cash provided by operating activities 204,717
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of fixed assets (17,474)
CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of loan payable (27,225)
NET INCREASE IN CASH
AND CASH EQUIVALENTS 160,018
CASH AND CASH EQUIVALENTS, beginning 225,876
CASH AND CASH EQUIVALENTS, end $ __ 385,894

SUPPLEMENTAL CASH FLOW INFORMATION
Cash paid during the year for:

Interest $ 5,696

Taxes $ 4.015

See accompanying notes to financial statements.
_A_



FLOOR BROKER NETWORK, INC.
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED MARCH 31, 2003
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
LINE OF BUSINESS

Floor Broker Network, Inc. (the “Company”) is a registered broker dealer engaged
primarily in the execution of stock transactions for customers. The Company is a non-
clearing broker and does not handle any customer funds or securities. The Company
derives revenue mainly in the form of commissions from sale of stocks traded on various
stock exchanges. The Company maintains offices in New York, Basel (Switzerland) and
London (United Kingdom). All transactions from their London and Basel offices clear
through their clearing agent in New York.

USE OF ESTIMATES

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilittes 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

CASH AND CASH EQUIVALENTS

The Company considers cash and all highly liquid instruments with original maturity of
three months or less to be cash equivalents. The Company maintains its cash in bank
deposit accounts which, at times, may exceed federally insured limits. The Company has
not experienced any losses in such accounts and believes it is not exposed to any
significant credit risk on cash and cash equivalents.

PROPERTY, EQUIPMENT AND DEPRECIATION

Property and equipment is stated at cost. Major expenditures for property and those
which substantially increase useful lives are capitalized. Maintenance, repairs, and minor
renewals are expensed as incurred. When assets are retired or otherwise disposed of,
their costs and related accumulated depreciation are removed from the accounts and
resulting gains or losses are included in income. Depreciation is provided by both
straight-line and accelerated methods over the estimated useful lives of the assets.

INCOME TAXES

Deferred tax liabilities are recognized for the future tax consequences attributable to
differences between the financial statement carrying amounts of existing assets and
liabilities and their respective tax bases. Deferred tax assets and liabilities are measured
using enacted tax rates expected to apply to taxable income in the years in which those
temporary differences are expected to be recovered or settled.



FLOOR BROKER NETWORK, INC.
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED MARCH 31, 2003

RECEIVABLE FROM CLEARING ORGANIZATIONS

The Company maintains brokerage accounts with clearing organizations through which
all trading transactions are cleared. The receivable and all securities owned are with
these same organizations. The Company is subject to credit risk if these organizations
are unable to repay the receivable or return securities in their custody.

PROPERTY AND EQUIPMENT
Major classes of property and equipment consist of the following:

estimated useful

life-years
Furniture, fixtures and equipment 5-7 $ 84,445
Leasehold improvements 10 15,417
99,862
Less: Accumulated depreciation 69,343
Net property and equipment $.30,519

Depreciation expense for the year ended March 31, 2003 was $17,406.
LOAN PAYABLE

The Company had an installment loan with the Bank of New York, payable in monthly
payments of $1,886 plus interest at 2% above the bank's prime rate. In February 2003,
the Company refinanced the existing instaliment loan with JP Morgan Chase. The new
loan, with an original balance of $73,000, is payable in 36 monthly installments of $2,231
including interest at 6.25% per annum through January 2006.

Interest expense for the year ended March 31, 2003 was $5,696.
As of March 31, 2003, minimum principal payments are as follows:

Year Ended March 31,

2004 $ 22,952
2005 24,428
2006 23,475

RELATED PARTY TRANSACTIONS

The Company is a subsidiary of Richard C. Naso Company, Inc., the “Parent”, which
owns 95% of common stock of the entity. Richard C. Naso Company, Inc is 100% owned
by an officer of the Company. The Parent acts as a common payroll master and joint
payer for certain expenses and bills the Company on a monthly basis for its share of
expenses. [n addition, the Company pays the Parent floor brokerage expenses. For the

year ended March 31, 2003, floor brokerage expenses paid or payable to the Parent
totaled approximately $508,000.



FLOOR BROKER NETWORK, INC.
NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED MARCH 31, 2003

COMMITMENTS AND CONTINGENCIES

New York Stock Exchange rules limit individuals to the use of only one seat on the
exchange. The Company leases two seats which are in the name of employees. These
leases are paid for and guaranteed by the Company. The leases expire during the year
ended March 31, 2004 and, historically, have been renewed for another one year period.
The seat lease expense for the year ended March 31, 2003 was $662,667.

The Company leases office facilities under non-cancelable operating leases in New York,
London, and Basel for various terms. In addition to base rent payments, the Company is
liable for real estate taxes and certain operating expenses. Total rent expense for the
year ended March 31, 2003 is $45,430, which is net of $32,521 reimbursed by the related
party.

In addition, the Company is obligated under various operating leases for office
equipment.

As of March 31, 2003, the future minimum lease payments under these non-cancelable
leases are as follows:

Year Ended March 31,

2004 $ 469,789
2005 116,868
2006 113,508
2007 106,788
2008 106,788
Thereafter 88,990

A letter of credit in the amount of $ 30,000 has been utilized as rent security on the
Company’'s New York office. The letter of credit expires and will automatically renew

each year. The bank has required that the letter of credit be collateralized by a certificate
of deposit.

INCOME TAXES

The deferred income tax liability consists of the following components as of March 31,
2003:

Deferred income tax assets related to:

Accounts payable and accrued expenses $ 37,322
Fixed assets 6,890

Deferred income tax liability related to:
Accounts receivable (85,596)
Due to affiliate (4,600)
Other (2,469)
Net deferred income tax liability $__ (48.453)



FLOOR BROKER NETWORK, INC.
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED MARCH 31, 2003

INCOME TAXES (CONTINUED)

Components of income taxes (credits) are as follows as of March 31, 2003:

Current income tax:

Federal $ 26,170
State and iocal 32,591
Deferred income tax
Federal (32,865)
State and local (17.913)
Provision for income taxes 3 7,983

MAJOR CUSTOMERS

For the fiscal year ended March 31, 2003 one customer accounted for approximately 10%
of the revenues of the company. In addition, as of March 31, 2003, 13% of total

receivables were due from the same customer.

NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission’s Uniform Net
Capital Rule (Rule 15¢3-1), which requires the Company to maintain minimum dollar net
capital of $5,000. At March 31, 2003, the Company had net capital of $300,299 which
was $257,521 in excess of its required net capital of $42,778. The Company’s ratio of net

capital to aggregate indebtedness is 2.14 to 1.



FLOOR BROKER NETWORK, INC.
SUPPLEMENTAL INFORMATION
FOR THE YEAR ENDED MARCH 31, 2003

COMPUTATION OF NET CAPITAL PURSUANT TO RULE 15¢3-1

Total ownership equity from the statement of financial condition $ 405,799
Non-allowable assets (105,142)
Haircuts on securities (358)

Net Capital $ __ 300,299

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Minimum net capital , 3 42,778
Minimum dollar net capital requirement $ 5,000
Excess net capital $ 257,521
Excess net capital at 1000% $___ 236,135
Ratio: Aggregate indebtedness to net capital 2.1410 1

Eram



FLOOR BROKER NETWORK, INC.
SUPPLEMENTAL INFORMATION
FOR THE YEAR ENDED MARCH 31, 2003

POSSESSION OR CONTROL REQUIREMENTS UNDER RULE 15¢3-3

The Company claims exemption from the requirements of Rule 15¢3-3, under Section (k)
(2) (B) of the Rule.



FLOOR BROKER NETWORK, INC.
SUPPLEMENTAL INFORMATION
FOR THE YEAR ENDED MARCH 31, 2003

RECONCILIATION PURSUANT TO RULE 17a-5(d)(4)

Total ownership equity - April 1, 2002
Net income for the year ended March 31, 2003
Total ownership equity — March 31, 2003

Less: Non-allowable assets
Haircuts

Audited net capital
Net capital per Focus Report Part IIA

Difference

Deferred income taxes

o4 ™y

$ 378,807
26,992
405,799

105,142
358

300,299

348,752

$ ___(48.453)

$_ (48,453)
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Board of Directors
Floor Broker Network, Inc.

In planning and performing our audit of the financial statements and supplemental schedules
of Floor Broker Network, Inc. (the Company) for the year ended March 31, 2003, we
considered its internal control, including control activities for safeguarding securities, in order
to determine our auditing procedures for the purpose of expressing our opinion on the financial
statements and not to provide assurance on the internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we
have made a study of the practices and procedures followed by the Company including tests
of such practices and procedures that we considered relevant to the objectives stated in Rule
17a-5(g) in making the periodic computations of aggregate indebtedness and net capital under
Rule 17a-3(a)(11) and for determining compliance with the exemptive provisions for Rule 15¢3-
3. Because the Company does not carry securities accounts for customers or perform
custodial functions relating to customer securities, we did not review the practices and
procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons.

2. Recordation of differences required by Rule 17a-13.

3. Complying with the requirements for prompt payment for securities under Section 8 of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System.

The management of the Company is responsible for establishing and maintaining internal
control and the practices and procedures referred to in the preceding paragraph. In fulfilling
this responsibility, estimates and judgments by management are required to assess the
expected benefits and related costs of controls 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 SEC’s above-mentioned objectives. Two of the objectives of internal
control and the practices and procedures are to provide management with reasonable but not
absolute assurance that assets for which the Company has responsibility are safeguarded
against loss from unauthorized use or disposition and that transactions are executed in
accordance with management’s authorization and recorded properly to permit the preparation
of financial statements in conformity with generally accepted accounting principles. 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 or the practices and procedures referred
to above, errors or fraud may occur and not be detected. Also, projection of any evaluation of
them to future periods is subject to the risk that they may become inadequate because of
changes in conditions or that the effectiveness of their design and operation may deteriorate.




Our consideration of the internal control would not necessarily disclose all matters in internal
control 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 components does not reduce to are
relatively low level the risk that error or fraud in amounts that would be material in relation to
the financial statements being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions. However, we noted no
matters involving internal control, including control activities 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 SEC to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934 and related regulations, and that
practices and procedures that do not accomplish such objectives in all material respects
indicate a material inadequacy for such purposes. Based on this understanding and on our

study, we believe that the Company’s practices and procedures were adequate at March 31,
2003, to meet the SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors,
management, the SEC, and other regulatory agencies which rely on Rule 17a-5(g) under the
Securities Exchange Act of 1934 in their regulation of registered brokers and dealers, and is
not intended to be and should not be used by anyone other than these specified parties.

W/W‘G*ﬂc'

Garden City, New York
May 2, 2003




