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OATH OR AFFIRMATION

@JY@\OW A Shon

, swear (or affirm) that, to the best of

my knowledge and behef the accompanying financial statement and supporting schedules pertammg to the firm of

Copital

AR TV IN S

ouyitesS, ond. ,

as

of

2~

, 20D

, are true and correct. [ further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

P!

‘—1

Notary Public

is report ** contains (check all apphcable boxes):
(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

X
B

>3

\JMM/C—A

ﬂU Signature /

VeSident

Title

AN A, HUPLBERT

& e Notary Public
Minnesota
My Commission Expires Jas. 1, 2008

al b bl

Statement of Changes in Stockholders’ Equity or<Partners’ or Sole Proprietors’ Capital.

Statement of Changes in Liabilities Subordinated to Claims of Creditors.

)gl (g)
] (h)
B G
RO

Computation of Net Capital.

Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the

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

0y
consolidation.

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

A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date ofthe previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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 INDEPENDENT AUDITORS’ SUPPLEMENTARY
REPORT ON INTERNAL CONTROL
- REQUIRED BY SEC RULE 17a-5

‘ o EUGENE F..BLANSKI, CPA

CONSULTANT

, JAMES R. ZOCH, CPA

. ) , .- : ‘ \ RETIRED

The Board of Directors ‘ - _ o o EDWARD H, PETER, CPA

. Capital Management Securities, Inc. - ' ‘ . S (19291992

Bloomington, Minnesota

* Inplanning and performing our audit of the financial statements and supplemental schedules of Capital
Ma_nagement Securities, Inc., for the year ended December 31, 2002, we considered its internal control,
including control activities for safeguarding securities, in order to determine our auditing procedurés for the
purpose of expressing our opinion on the financral statements and not to prov1de assurance on mtemal control.

Also, as requrred by rule 17a-5(g)(1) of the Securmes Exchange Commxssron (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
mdebtedne_ss (or aggregate debits) and net capital under rule 17a-3(a)(11) and for determining compliance with
the exemptive provisions of rule 15¢3-3. Because the Company does not carry securities accounts for-customers
or perform custodial functions relating to customer securities, we drd not review the practices and procedures
followed by the Company in any of the followmg , ’

1.» ‘ Makmg quarterly secuntles examlnatlons counts, verifications and comparlsons
' 2. Recordatlon of drfferences requrred by rule 17a-13
3. - Complying with the requrrements for prompt payment for securities under Section 8 of

Federal Reserve Regulatron Tof the Board of Govemors of the F ederal Reserve System

The management of the Company is responsrble 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 requlred 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 permtt the preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America. Rule 17a—5(g) lists addltlonal obJectlves of the practices and procedures
listed in the precedmg paragraph

Because of inherent hmttatxons in mtemal control or the practlces and procedures referred to above, error 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 condmons or that the effectiveness of thelr de51gn and

A operation may deteriorate. ’

* 7500 Qlson Memorial nghwoy « Sufte 200 « Minneapolis, MN 55427
Telephone 763/5116 6211 » Fax 763/546 -2048 ¢ Web Site www.bpkz.com e« E-Mail cpo@bpkz com

Member of SEC and anote Companies Practice Sections of the American lnsmute of Certmed Pubhc Accountants



Our consideration of internal control would not necessanly disclose all matters in mtemal control that mi ght 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 a 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 securmes that we consrdered tobe a. matenal weakness 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 practrces and procedures were adequate at December 31 2002 to meet the
SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors, rna'nagement 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 mtended to be and should not be used by anyone other than

these specrﬁed partles ‘ -
5 e’ e A %Z‘M //

January 22,2003
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lNDEPENDENT AUDITORS® REPORT

' We have audxted the accompanymg balance sheet of Capital Management Securities, Inc. as of
December 31, 2002; and the related statements of operations, and changes in shareholders’ equity, and

. cash flows for the year 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 respon51bxhty 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 misstatements. An audit includes exa.mmmg,ﬂ

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 ﬁnancml staternents referred to above present fairly, in all matenal respects, the
financial posmon of Capital Management Securities, Inc. as of December 31, 2002, and the results of

its operations and cash flows for the year 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 asa '
whole. The supplementary information contained on Schedules I, II, I, IV and V 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 under the Securities and 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 matenal respects in relation to the basic
financial statements taken as a whole.

s Pt i F 2ol S

January 22,2003

7500 Olson Memorial Highway e Suite 200 « Minneapolis; MN 55427
Telephone 763/546-6211 o Fax 763/546-2048 « Web Site www.bpkz.com « E-Mail coa@bpkz.com

Member of SEC and Private Cormpanigs Practice Sections of the American Institute of Certified Public Accountants.
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 CAPITAL MANAGEMENT SECURITIES, INC.

~ BALANCE SHEET
' DECEMBER 31,2002

ASSETS

* Current assets: -
-~ Cash and cash equivalen
- Accounts receivable
Prepaid expenses
- Income taxes receivable

Total current assets: - - -

Piopeity and equipment:. _
Funiture and fixtures
, ’Software

Less accumulated depreciation and amortization ,

" Non-current assets:
" Deferred income tax asset

See notes to financial statements
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LIABILITIES AND SHAREHOLDERS' EQUITY

* Current liabilities: *

Commissions payable ) ) ' N 25,690

Accounts payable , Ny o ‘ - 5,529

- ---Accrued payroll taxes - R S R - 14,564
* Deferred income tax hablhty ‘ 3 ' o - 9,500
Total current liabilities ~ * o . 55283

Commitmehts.émd contingencies (Note 2)

’ Shareholders equlty

Common stock, $0.01 per share; 1,000,000 shares authonzed,

12,214 shares issued and outstanding o , ‘ 122
Additional paid in capital ‘ . . 57,252
Retained earnings ) o S . 82,642

140,016
195,299

$=



- ' CAPITAL MANAGEMENT SECURITIES, INC.
I STATEMENT OF OPERATIONS
o YEAR ENDED DECEMBER 31, 2002
l | Percent
B Amount - of Sales
lﬁ -  Revenue: ‘ R » . o U i
.- ‘Commissions : SR : $ 167,856 . . 164 % -
' .Investment’éompany,shares R o R 611,503 59.8
l - Space rerit income . SR ‘ 42,000 41
o Interest [ 1,797 2
. Other  ~ o 199,040 19.5 -
o 1,022,196 100.0
'" - Operating expenses: - o - ,
o ‘Salaries and payroll taxes - B o ’ 296,157 - 129.0
' - 'Employee benefits ‘. o - : - 5,856 -6
. Advertising o R 757 1
. - Commissions o o 449,052 440
l Depreciation and amortization. B 12,429 | R
Dues and subscriptions - o . ‘ ' o - 16,730 . 1.6
- Equipmentrental o ’ - ' ‘ 30,951 3.0
l = Insurance ; . ‘ o S ‘ 43,654 ,4;3
: Interest expense L | ‘ - 1,301 1
' Miscellaneous - o : S 3,137 ‘ '3
l L - Office supplies and printin \ ' ' 11,310 L1
S Postage | S ‘ 8978 9
' e Professional services . _ , ' : 4301 4
I Regulratory\ experises N , ‘ 17,354 . B WA
‘ Rent L : o 93989 92
l Repairsfand maintenance - : 1,074 v
Telephone L IR o 22953 © 22
' ‘Trading error S o S R 1
' 'T.raihing and education - o ’ 2,365 .20
_ Travel and entertainment ' S ‘ 7,900 .8
l | 1,036,983 . 1015
l - Loss before income taxes: . - | ‘ ©(14,787) a1.s .
o " Income tax benefit i ) (44000 0 (4
l Net loss o S $ - (10,387) (1.0) %
' ' See\no_tes to financial statements v
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" CAPITAL MANAGEMENT SECURITIES, INC.
STATEMENT OF CASH FLOWS =

YEAR ENDED DECEMBER 31,2002

INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

Cash flows from operating activities:
Net loss o . , ’
" Adjustments to reconcile net loss to net cash and cash ~ =
equivalents used by operating activities:
Depreciation and amortization
* Deferred income taxes '

(Incréase) decrease in'assets: .
Accounts receivable
Prepaid expenses
Income taxes receivable.

Increase (decrease) in liabilities:
Commissions pa'yable_ :
Accounts payable
Accrued payroll taxes

Net cash used by operating activities

Cash flows from ‘investing' activities:

o '_’Eqﬁipment purchased

Net cash used by investing activities

Net decrease in cash and cash equivalents

: Casil and cash equiyaléﬁts, beginning
Cash and césh eél;ivalénts, ending “
Supplgmental disclosur'e\s of cash flow ihf;)rmation:
Cash péid»duriﬁg the yéar for:
| In,teresfc

* Income taxes ‘ o
‘ See notes to financial statements

s

8

(10,387)

12,429
(4,700)

(17,978)

0284
(5,691)

' (12,045)

(741) |

12,771

. (27,626)

8912) -
(8.912)
(36,538)
106,184

| 69,646

$ 1,301

- 5,991
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CAPITAL MANAGEMEN T SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2002

~ Summary of signiﬁcant accounting policies:

Nature of operations:

Capltal Management Securities, Inc. (the Company) was a d1v1s1on of Capltal Management
Associates Inc., which was incorporated on April 7, 1975. The Company was separately
incorporated on December 5, 1988 as a part of restructurmg The Company is a licensed

. broker-dealer under the jurisdiction of the National Association of Security Dealers (NASD).

The Company buys and sells listed and unlisted securities; municipal, corporate and

'government bonds; mutual fund shares; and provides other financial services. The Company,

as an introducing broker-dealer, clears all transactions with and for customers on a fully
disclosed basis with a clearing broker-dealer and promptly transmits all customer funds and
securmes to the clearing broker-dealer which carries all the accounts of such customers.

Use of estimates:

* Management uses estimates and assumptions in preparmg financial statements in accordance
with accounting principles generally accepted in the United States of America. Those

- estimates and assumptions affect the reported amounts of assets and liabilities, the disclosure

of contingent assets and liabilities, and the reported revenue and expenses ‘Actual results

~could vary from the estimates that were used.’

Cash and cash equrvalents

- The Company considers cash in its bank accounts and cash mvested in the Company s savmgs
account as cash equ1valents '

Accounts receivable and allowance for doubtful accounts;

- Accounts receivable represents amounts due from affiliated brokers. Items over 30 days old
are considered past due. The balance of accounts receivable past 30 days as of December 31,
2002 was $818. The Company does not charge service. charges for past-due balances.

An allowance for doubtful accounts has not been established as of December 312002. Based
upon management's analysis of outstandmg accounts receivable as of December 31, 2002 and
the Company's past collection experrence an allowance is not considered necessary by '
management :

Property ‘and equlpment

-Property and equipment are camed at the lower of depremated cost or net reallzable value

" Depreciation and amortization are being provided on the straight-line method, over the

estimated useful life of the asset. Maintenance and repairs are charged to expense as

" incurred; major renewals and betterments are capitalized. When items of property or

equipment are sold or retired, the related cost and accumulated deprecranon or amort1zatlon is

' removed from the accounts and any gain or loss is included in income.

Recogmtlon of revenue:

Commission i 1ncome frorn sales of securltles is recorded on the trade date



' CAPITAL MANAGEMENT SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
" YEAR ENDED DECEMBER 31, 2002

Summary ofsigniﬁcant accounting policies (continued):

* Income taxes: : o * :
Income taxes are provided for tax effects of transactions reported in the financial statements
and consist of taxes currently refundable or due plus deferred taxes related to temporary -
differences between the bases of certain assets and liabilities for financial and income tax

reportlng The deferred tax assets and liabilities represent the future tax return consequences o

. are recovered or settled Temporary differences relate prlmarrly to net operating loss carry
- forwards, basis differences on depreciable assets, and drfferences associated w1th cash basis
reportmg versus accrual basis reporting. » '

Commitments and contingencies:

Operating leases: ‘ ‘
The Company renegotiated its office space lease durmg December, 2002. Monthly base rent
as of December 31, 2002 is $6,825 decreasing to $5,456 April, 2003. The current lease
explres June 30, 2008. During the term. of the lease, the monthly base rent increases annually
~ in December (beginning in 2004). Terms of the lease also require the Company to pay for its
. share of taxes and operating expenses. Facility rent expense for the year ended December 31,
2002 was $60, 157 : :

The Company has a]so entered into various operating leases for equipment. Equipment rent
expense for the year ended December 31, 2002 was $28,256. Monthly equipment rent
-commitment as of December 31, 2002 is $2,240. Equipment lease commitment includes a
“ related party phone lease w1th a shareholder of the Company w1th monthly payments of $180
through November 200s. t

Minimum future lease payments as of December 31, 2002 under non—cancelable operatmg
leases are: ‘

Year Ending December 31, t Office Facility = * Equipment Total
2003 : $ 71,361 $ - 24,605 $ 95966 -

2004 o . 68,058 14,533 82,591

. 2005 . 70,577 . 6,732 - 71,309

2006 t - 73,085 - 4752 © 71,837

2007 o C 75,594 1,188 76,782
Thereafter 71412 ‘ ' 71,412

$ 430087 $ 51810 § 481,807



' CAPITAL MANAGEMENT SECURITIES; INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
' YEAR ENDED DECEMBER 31, 2002

J

Related party transactions:

~ The Company shares its facilities and vexpenses with a sister compeny Expenses are allocated
‘between the two entities based on gross revenues. During 2002 approxnmately $67,000 or one-
~half of common expenses were allocated to the Company’s sister company. The majority of the

expenses are paid by the Company, and the sister entity reimburses the Company for its share of s
the expenses monthly :

Major customers and supplierS'

‘ ‘ The Company has two major customers whxch accounted for approximately 49% of the
: Company s revenues during the year ended December 31,2002. As stated above, the Company
~ clears all transactlons with and for customers on a fully dlsclosed basxs with one clearing broker-

dealer.

Income taxes:

_The‘Coinp’any’s net deferred tax asset and liability at December 31, 2002 consist of: -

Federal . __ St _ Total
Deferr.ed'income tax asset - B $ 6200 $ 1,400 $ 7,600

Deferred income tax liability | - - (6,800) (2,700) (9,500)

$ (600 § (13000 § (.90

The components of the prov151on for income taxes at December 31 2002 were:

Federal State - Total
Current income tax expense =~ - $ = (@ $ (3000 $  (300)
Deferred income tax expense B ' - (7,400) (2,800) -~ - -(10,200) -
NOL carryforwards - - _ ~ 11,500 3,400 14,900
Income tax benefit - - $ 4100 $__ 300 § 4400

. The amount of federal income tax expense attributable to continuing operations differs from the

amount of expense that would result from applying domestic federal statutory rates to pre-tax
income from continuing operatlons primarily due to permanent differences of non-deductible .
expenses and the effect of state mmlmum fees.

At December 31 2002 for income tax. purposes the Company has federal income tax loss
carryforwards of approximately $51,000 which expire 2022 and state income tax loss:
carryforwards of approximately $41 000 which explre 2017 which are available to offset future
taxable i income.
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 CAPITAL MANAGEMENT SECURITIES, INC.
~ NOTES TO FINANCIAL STATEMENTS (CONTINUED)
' YEARENDED DECEMBER 31,2002

) Change in accountmg method and restatement of prxor penod mformatlon

The Company has changed its method of deprec:latmg its property and equipment from an

~ income-tax basis method to a generally accepted accounting method to reflect the lower of

depreciated cost or net realizable value using the straxght-hne method over the estimated useful
lives of the asséts.- The Company has-also elected;to recognize and record deferred income -
taxes. Therefore; the beginning retained earnmgs balance has been adjusted to reﬂect the

‘cumulative effect of these changes

‘The effect of the restatements on the balance sheet as of Decemher 3 1, 200‘-1 is as follows:

“AsPreviously  Effect of o As
Reported =~ Restatement Restated
ASSETS _ ‘ , : :
Total current assets =~ $ 170,830 § s 170,830
Prdperty and equiprhent, net of - S o : y
_depreciatien and amortization = _ 17,108 . 17,854 34,962

'$ 187,938 § 17854  $ 205792

' LIABILITIES AND SHAREHOLDERS® EQUITY

Total current liabilities -~ $ - 48,780 $ 6,600 $ 55389

. - -Shareholder’s eéuity:v S - : : L
Common stock o o122 v - 122
Additional paid-in-capital 57,252 - 57,252

* Retained earnings | 81,775 . . 11,254 . 93,029

'§ 187938 $ 17854  $ 205792
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'CAPITAL MANAGEMENT SECURITIES, INC.

COMPUTATION OF NET CAPITAL, BASIC NET CAPITAL
REQUIREMENT AND AGGREGATE INDEBTEDNESS

~ SCHEDULEI
 DECEMBER 31, 2002

NET CAPITAL

 Total stockholders' equity -

Liabilities _subordiﬁated to claims of geﬁefal créditors
 Total capital and allowable subordinated liabilities
Non-allowable assets - |
Non-allowable accounts receivable
Prepaid expenses '
Fixed assets - net
Haircut - 2%
.Té)tél nonéalloQable assets
. Net capital
BASIC NET CAPITAL REQUIREMENT
Liabilities |
Required percel}tﬂ

Computed basic net capital requirement

annum net capital required

* Net capital (from above) . . -

Excess capital over minimum

COMPUTATION OF AGGREGATE INDEBTEDNESS .

A. Indebtedness -

‘. B. Net capital

Percent of debt to net capital (A divided by B)

§ 140,016

140,016

3,038
22,311
31,444
274

57067

————

§ - 82949

$ 55283

 6667%

3686

$_

$ 25,000

o 82,949

———

$ 57949

[y Mo

$ . 55,283

’ 57,949

—

95.4%
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- CAPITAL MANAGEMENT SECURITIES, INC.
RECONCILIATION OF NET CAPITAL PER AUDIT REPORT
TO NET CAPITAL PER FOCUS REPORT

SCHEDULEIl - - -~
DECEMBER 31, 2002 '
 Per Audit | Per FdCUS o S
"Report . o Repqrt o Difference ~ ‘Explaqation
 Sharcholders' equlty o  $ 140016 § 130982 $ 0,034 1
Plus sub’ordinat‘ed debt ' ;) R R . . 4
Lesé non-allowable assets . : (56;7534) o 44‘8;75Q (8,037) | 2 :
Net qapital‘béfore éecurities haircut | . _83,‘223 ) 82,226 997.
Haircu_t on money market funds o 274 | ‘ }274 S - |
Net capital o IR S 82049 $ ] 81952 § 997
Exglaﬁation: o o

1. Net audit adjustments - see page 14

2. Non-allowable assets included in net audit adjustmeﬁts (fixed assets) B B
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CAPITAL MANAGEMENT SECURITIES, INC. .
- RECONCILIATION OF AUDITED BALANCE SHEET
TO BALANCE SHEET PER FOCUS REPORT
. 'SCHEDULE III
DECEMBER 31, 2002

Per Audit ' "Per FOCUS

_ ) Report "~ Report .. - Difference  Explanation
Assets : oL ;

Cashand cash cquivalents ~ § 69,646 $ 69,646 - $ -
Accounts receivable - L 61,598 - 61,598 - -
Prepaid expenses R 22311 25311 (3,0000 1.
Income tax receivable \ o 2,700 RN = 2,700 L
Property and equipment, net ~ = - 31,444 20,407 11,037 2.
Deferred income tax asset - 7,600 o - 7,600 3.

Totalassets C§__ 195299 $__ 176962 §___ 18337

Liabilities and Eq uity
Commissions payable 8 25690 $. 25690 § -
Accounts payable and accrued expenses 020,093 20,290 o (197) 4,
Deferred income tax liability ‘ - 9,500 S N 9,500 - 3,
Common stock and paxdmcapltal : } 57,374 - 57,374 o -
‘ Retamed eamings _ ' . 82642 - 73608 9,034 -
' Total liabilities and equity $ 195299 § 176962 . $ 18337

Explanationf
1. To reclass prepaid income taxes ($3 000) and adjust for income tax expense (83 OO)

2. To change depréciation method to GAAP (prior period $17 854 a.nd current penod ($6 817))
(see Note 6in disclosures) .

3. To establishdeferred income _tax asset and liablity

i

‘ 4':’ To :accrue bonu‘ses to employées ($2,803) and adjust for income tax accrual (($3,QOO)) \




' CAPITAL MANAGEMENT SECURITIES, INC.

. RECONCILIATION OF COMPUTATION OF NET CAPITAL AND, . .

‘THE COMPUATION FOR DETERMINATION OF THE RESERVE .
REQUIREMENTS OF THE SECURITIES AND EXCHANGE COMMISSION
SCHEDULE IV.

DECEMBER 31, 2002

‘The Company operates on a fully dlsclosed basis under Rule 15¢3-1 Subparagraph (a)(Z) and does not -
- .hold client/customer funds or securmes Thus, no reconciliation is necessary. ,
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, CAPITAL MANAGEMENT SECURITIES, INC.
INFORMATION RELATING TO POSSESSION OR CONTROL
REQUIREMENTS UNDER RULE 15¢3-3 OF THE
SECURITIES AND EXCHANGE COMMISSION
SCHEDULE V
DECEMBER 31, 2002

The Company is exempt from Rule 15¢3-3 under Subparagraph k(2)(ii) and does not possess control or
‘ otherw1se hold chent/customer funds or securities. .
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