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- ' : UNITED DTATEDS . OMB APPROVAL
: SECURITIES AND EXCHANGE COMMISSION OMB Number: 3235-0123
. Washington, D.C. 20549 ~“N\Expires: October 31, 2004
< imated average burden
™
ANNUAL AUDITED REP PF(\F” K)rs perresponse...... 12.00
-17A- TEDNG
FO ?DXR)'(F 1! |7|A S A P 2 tﬂ;z SEC FILE NUMBER
2 I .
33& 2003) 8- 47955
FACING PAGE X .
Information Required of Brokers and Dealers Pursua {B%ecti A of the
Securities Exchange Act of 1934 and Rule 17a- epetinder
REPORT FOR THE PERIOD BEGINNING___ 01/01/02 AND ENDING __ 12/31/02
MM/DD/YY MM/DD/YY

A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER: OFFH\;IAL USE ONLY

Ceros Broker Servicey. Inc. s, . 37869
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Db ngfais§ BHHex 855« - FzRM 1.D. !\JO

4 ]
: LTS Y
,:’17 Monsignor O' Brien nghwa\," 47

(Noﬁan ‘ 'St_recp :1 :
T 02141

\E. Cambridge
S (City) » (State) (Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
Michael D. Koppel, CPA - 781-407-0300

(Area Code — Telephone Number) -

B. ACCOUNTANT IDENTIFICATION -

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

Gray, Gray & Gray, LLP

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

34 Southwest Park Westwood MA . 02090
(Address) (City) "(State) (Zip Code)
" CHECK ONE:

X -Certified Public Acbéur}tant : : | . PROCESSEE
[0 Public Accountant » \ APR 08 ZU[B

THOMSON

O Accountant not resident in United States or any of its possessions.
FOR OFFICIAL USE ONLY FINANGIAL

*Claims for exemption from the reéuiremenr that the annual\report be covered by the opinion of an independent public accountant
must be supported by a statement of facts and circk elied on as the basis for the exemption. See Section 240.17a-5(e)(2)

Potential persons o are to respond to the collection of
information contained in this form are not requiredto respond
SEC 1410 (06-02) unlessthe formdisplaysa currently valid OMB control number.




OATH OR AFFIRMATION

1, Mérk Hausman S , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supportmg schedules pertaining to the ﬁnn of
Ceros Broker Serv1ce s Inc ‘ : : , as

of December 31 . 20"02 | are true,and correct. I further swear (or affirm) that

neither the company nor any partner proprietor, prmc1pal officer’ or director has any proprletary mterest in any account

classified solely as that of a customer, except as follows

S s Signature
/ Vi :- R [ AAAAAQAAAAAAAAAAAAAA’ 3 - Tltle ‘
Ny A maA DS o p SUSAN R. FARRIS
N ’?R ;} . E A Rotury Poblic
' 'No'téry"Ptiinc R N My Commission Expires » -
‘ ITEY.
This report ** contams (check all app A8 g S

X (a) Facing Page.

& (b) Statement of F: fnancial Condition. -

B (c) Statement of Income:(Loss).

@ (d) Statement of Changes in Financial Condition.

& ‘(e) Statement of Changes in Stockholders’ Equity.or Parmers’ or.Sole Propnetors Capltal

A (f) Statement of Changes in Liabilities Subordmated to Claims of Creditors.

@ (g) Computation of Net Capital. .

& (h) Computation for Detérmination of Reserve Requirements Pursuant to Rule 15¢3-3. '

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

= (]) A Reconciliation, including apprdpriate explanation of the Computation of Net Capita] Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

D (k) A Reconciliation-between the audited and unaudited Statéments 6f Financial Condition with respect to methods of ~
consolidation. s _ S . e

O () AnOath or Affirmation. . ' o '

O (m) A copy of the SIPC Supplemental Report ) : - o

[0 (m) Areport descrlbmg any material madequacws found to exxst or found to have exrsted since the date of the previous audit.

**For conditions ofconfdentzal treatment ofcertalnporz‘zons ofthzsflzng see sectzon 240 ]7a 5(e)(3).
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UNITED STATES -

mgton D.C. 20349

D EXCHANGE COMMISSION

OMB APPROVAL

OMB Number: 3235-0123
Expires: October 31, 2004
Estimated average burden

‘hours perresponse. ... .. 12.00

cus REPORT

Operational Combined Uniform Single Report)

PART i

“(Pleaseread instructions before preparing Form.)

This report is being filed pursuant to (Check Applicable Block{s)):- - -
1) Rule 17a-5(a) | X[16] 2) Rule 17a- 5(b) |17}
4) Special request by designated examining authority | [19]

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

NAME OF BROKER-DEALER SEC FILE NOC. .
8-47955 14 |
FIRM 1.D. NO.
Ceros Broker Service, Inc. 13
ADDRESS OF PRINCIPAL PLACE OF BUSINESS (Do Not Use P.0. Box No.} © 37869 [ 15
FOR PERICD BEGINNING (MM/DD/YY)
17 Monsignor O'Brien Highway 20 ) .
(No. and Street) 01/01/02 . 24
: AND ENDING (MM/DD/YY)
E. Cambridge 21 MA 22 02141 23] : o
, (Gity) (State) (Zip Code) 12/3 1 / 02 25
NAME AND TELEPHONE NUMBER QF PERSON TO CONTACT IN REGARD TO THIS REPORT {Area Code) — Telephone No.
Michael D. Koppel, CPA [30] 781-407-0300 . [37].
NAMES OF SUBSIDIARIES OR AFFILIATES CONSOLIDATED IN THIS REPDRT : OFFICIAL USE :
[32 ) 33 l;'?:
oL ]—J34 35 '
-[36].. - 37}
- 38]" [39
[_ —I DOES RESPONDENT CARRY ITS OWN CUSTOMER ACCOUNTS? YES | 140 | No [ X [ &1

CHECK HERE IF RESPONDENT IS FILING AN AUDITIED REPORT . clx [42]

~ EXECUTION: ‘ R D
The regxstrant/broker or dealer submlttmg this Form and |ts attachments and the person(s) by
whom it is executed represent hereby that all information.contained therein is true, correctand -

" complete. 1t is undefstood that all required items, statements, and schedules are considered
integral parts of this Form and that the submission of any amendment represents that all
unamended items, statements, and schedukes remain true, correct and complete as previously
submitted. . ., 4y
Dated the L, L i day of AL e 20C 5
Manual si%

e
Principal Exgfutive Officer or Managing Partner
2) .
Principal Financial Officer or Partner
3)
Principal Operations Officer or Partner

ATTENTION — Intentional misstatement or omissions of facts constitute Federal

Criminal Violations. (See 18 U.S.C. 1001 and 15 U.S.C. 78:1(a)}
l— —l Persons who respond to the collection of information contained in this

form are not required to respond uniess the form displays a currently valid

OMB control number.

SEC 1695 (07-02) 1 of 28




--TOBE .COMPLETED_LWITH, THE ANNUAL AUDIT REPORT ONLY:

INDEPENDENT PUBLIC ACCOUNTANT WhoSe Opinion is contained in tis Report

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

..‘G.rayJ _Gray & Gray, LLP - o 70
ADDRESS - 2 '
34 Southwest Park 7 Westwood  [72 MA (73] 02090 73
v Number and Street -, City State o Zip Code
CHECK ONE — : : ‘
[X] Certified Public Accountant FOR SEC USE
[ Public Accountant ' ‘
(7] Accountant not resident in United States E

or any of its possessions

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

_WORK LOCATION REPORT DATE _.DOC.SEQ. NO..-.] CARD
' MM/DD/YY c
50 Lst] - o s2 |153

SEC 1695 (07-02) 2 of 28
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- FINANCIAL AND GPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART Il

BROKER ORDEALER  Ceros Broker Service, Inc.
Y T ,

N2}, )=

STATEMENT OF FINANCIAL CONDITION

as of (MM/DD/YY) 12/31/02 99
SEC FILE NO. 8-47955 98
Consolidated | | 198
- e Unconsolidated | x ] 199
ASSETS )
Allowable Non-Aliowable © Iota}
1. Cash .. : . 27.979 200 $ 27.979  [750]
2. Cash segregateq in compliance with federat ’ - :
and other regulations ..., poaeee 210 - RO ] 760 }
3. Receivable from brokers or dealers and '
tlearing organizations:
A. Failed to deliver:
1. Includable in “Formula for Reserve o
REqUIrEMENTS” ..o senane ~ | 220
20 DU oo senes e [230 ] 770
B. Securities borrowed:
1. includable in"Formula for Reserve -
ReqUiremMents” ...ceroccceeeec e renene 240
20 OB oot [250 ] 780
C. Omnibus accounts: ‘ ] ‘ )
1. Includable in"Formula for Reserve ) o ; )
Requirements” ....... ’Z_M .
] Ten] . - 790
D. Clearing organizations: )
1. Includable in*Formula for Reserve
Requirements” ......coovmeeeerenne 280 )
: : 26,967 - [2%0 : 26,967 800
R 07N 300 | 0 - |50 ]y 810
- 4, Receivables from customers: )
A Securities accounts:
1. Cash and fully secured accounts ........ce..... 310 )
2. Parily Secured aCCOURLS .......ooovoovrveeeecmseres | 320 | 550
3, Unsecured accounts ......c.coocvvveeeevreieeseninnns 570
B. Commodity aCCOUMS wooerecreeveeeessvivenenens — | 330 580
C. Allowance for doubtfu! accounts .. V| )} 335 ) [ 590 820
5. Receivables from non-customers:
A. Cash and fully secured accounts .........ceccuereerene 340 . :
B. Partly secured and unsecured accounts ............. 350 63,932 600 ) 63,932 830
6. Securities purchased under agreements ‘
10 TRSEH e ressons e ssse e [T360 ] 605 ' 840
7. Securities and spot commodities owned;, '
at market value:
A. Bankers acceptances, certificates of
deposit and commercial paper ... 370
B. U.S. and Candajan government
OBNGATONS Lo 380
C. State and municipal government
OBlGRHONS «eove et raaas e 390
D. Corporate 0bligations «..ooeeeeeecicevevericeeeeceee § 400
' OMIT PENNIES

SEC 1695 (07-02) 3 of 28




- FINANCIAL AND OPERATIONAL COMBINED  UNIFORM SINGLE REPORT
PART Il

BROKER OR DEALER

Ceros Broker Service,

Inc. .

as of 12/31/02

10.

1.

12.

13.

14,

15.

16.

o mm

A

B. At estimated fair value

Stocks and warrants
Options ...
Arbitrage............

STATEMENT OF FINANCIAL CONDITION

~ ASSETS -

Allowable

[20]

420

422

Other SECUMHIES w.ovoveverceeee et ©

Sport commodities ..

AtCost...3 §

Securmes owned not readily marketable

424

-430.

[(a40

§

Non-Allowable

—

S
2,

850

610

e

oz

860

AtCost... §

* Other investments not readily marketable:
A

Securities borrowed under subordination
agreements and partners' individual and

B.

Exempted
securifies .. §

-capital securtties accounts;-at market value: -
A

Other ....... $

450

870

] 460

620

830} . 0

880

Secured demand notes-
market value of collateral:

A
“*sécurities .. $
5

Exempted

170

Other ... $ ~

180

470

640

g

- | 890

Memberships in exchanges:

A

-‘;Own‘ed, at market

value ... $

Owned atcost ... .

C. Contributed for use 0

at market value .......

f company,

lnvestment in and receivables from amllates
subsujlanes ‘and associated pannershnps L
Pmperty furniture, equipment, leasehold
lmprovements and rights under lease '
agreements: .
At cost (net of accumulated deprecmt)on
and_amortization)...........
Other Assets:

A
B.
.
D.

Free shipments .....
Loans and advances

MiISCEANEoUS oo

- TOTAL ASSETS

- Dividends and interest receivable ..............

$

650

| 660 ' 0

[670 Lgl

910

480

35903,

320

L i

500

680 | 33903

830

510

700

520

710

530°] » -

1,400

720]° 19400

839

540"

69,235

[740] § 124,182

940

54,947

OMIT PENNIES

SEC 1685 (07-02) 5 of 28
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FINANCIAL AND OPERATIONAL:COMBINED UNIFORM SINGLE REPORT

PARTII -
BROKER CR DEALER Ceros Broker Service, Inc. as of 12/31/02
STATEMENT OF FINANCIAL CONDITION
LIABILITIES AND OWNERSHIP EQUITY (continued)
' Al Non-A.l,
jabilities * Liabilties* Total
Liabilities
17. Bank loans payabie:
A. Includable in “Formula for Reserve o - '
Requirements” : $ 1030} $ 1240 $ 0. . 1480
B, OtNE et 10401°$ 12501 $ a0 . 11470
18. Securities sold undeér repurchase agremert.... 1260 : 1480
19, Payable fo brokers or'dealers and . '
clearing organizations:
A. Failed to receive: h _ -
-1, Includable in“Formuta for Reserve - S
ReqUIrBMENS” ovvvvvenre s nesseneseniees 1050 1270 VI 1490
2. OHNE et 1060 1280 0 1500
B. Securities inaned: T
1. Includable in “Formula for Reserve - o
REQUIFBMENIS™ .ovevevevererevsserssessmsessessersessennns 1070 S A B 1510
Y SO, A © - 1080 - -[1200] - 0_ 1520
C. Omnibus accounts: '
1. Includable in “Formula for Reserve : : ‘
REQUIFBMENLS ...oocoe v eoeeiene s 10%0] . 0 1530
I 1095] 7, ~[1300] - - 0 ’ 1540
D. Clearing organizations: - S . c
1. Includable in “Formula for.Reserve c
Requirements” , 1100 0 1550
AR 111 SO OOV UUUO U IOOTUERION 1105 13104 . . - Q - 1560
E.  Oher: e 1110 1320 0 : 11570
20. Payable to customers: ' :
A Sécurities accounts-including free credits
of e s ‘ [9s0] 1120 % R 1580
B." COMMOGities aCCOUMS vorvvrrrronnee..oi e v s 1130 (1330] - .. . Q0 < - 1590
21. Payable to nor clstomers: oo ’ ' : B
A, SECUMHES BECOUMS w.ercereeressrreeeseeisnceesrarsenee : 1140 1340 Q- - .- |18600
B. COMMOGIties aCCOUNS ....ccovv.iieecerrvceree e 1150 1350 0 1610
22. Securities sold not yet purchased at market - o ;
value-including arbitrage. S B ] ) i
of s {em0] - [1360] 0 . [1s20]:
23. Accounts payable and accrued [iabilities - - -
and expenses: o
A. Drafts payable .............. : 1160 ’ 0 1630
B. Accounts payable... 13,148+ 1170 13,148 1640
C. Income taxes payable. e 266 1180 L . % 266 1850}
D. Deferred income taxes.... R -:0 [1370] ¢] 1660
E. 1190 Q 1670
11 A 1200 [1380] 0 1680
OMIT PENNIES

*Brokers or Dealers electing the alternative net capital requirement method need not complete these columns.

SEC 1695 (07-02) 7 of 28




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART Ii ‘
BROKER OR DEALER Ceros Broker Service, -Inc. asof _ 12/31/02
STATEMENT OF FINANCIAE CONDITION
LIABILITIES AND OWNERSHIP EQUITY (continued)
. AlL Non-All -
Liabilities* Liabilifies Total
Liabilities
24. Notes and mortgages payable: ) : -
A UNSECUB woioorienermnnesner s cesese s W $ 1210 $ .0 1680
B. Secured A 1211] § [1390] - 0 1700
25, Liabilities subordinated 1o claims: B
of general creditors: - .
A Gash DOMOWINGS: .ovvveeeemrmreererosesieemermnmmesssssns 1400] 0 1710
1. from outsiders%$ [ 970 e
2. Includes equity subordination-(15c3-1(d C .
of ....... $ 980 i :
B. Securities borowings, at market value ............c ) ' ] 1410 0. . 1720
" from outsiders 930 R +
C. Pursuant to secured demand note
collateral agreements .....ooeeevveierird I 1420 % 0 1730
1. from outsiders $ 1000] .
2. Includes equity subordination (15c3-1(d)} "~ -
of e ‘$ L 1010]
D. Exchange memberships contributed.for ; . : .
use of company, at market value ... % 1430 0 1740
E:  Accounts and other borrowings not - . i -
qualified for net capital pUrPOSES .........rveveunnneen, 1220] 14401 0 1750
26 - TOTAL LIABILITIES v $ 13,414 1230]'$ 0 1450] § 13,414 1760
Ownership Equity
27. 5018 PIOPIEIOTSIID cvvcvevreerraeie e e e seeeases s esees e eseamses s sssse et b s bbb sssene s sesta eieree e et et e s e b e $ 1770
28. Partnership-limited partners $ , SICFT0) S $ 1780
29. Corparation: Do - C S
A, Prefermed ST0CK .o teiiitnd ) . 1791
B. Common stock ......... ' w 150,000 1792
C. Additional paid-in capital .. . 1793
D. Retained amings ...........oreecevenn: R (39,232) 1794
R 1 ORI 110,768 . 1795
F. Less capital stock in treasury ... . S . 1796
30. TOTAL OWNERSHIP EQUITY ..... % 110,768 1800
31, - - TOTAL LIABILITIES AND OWNERSHIP EQUITY ..., .$ 0 124.182. [1810

*Brokers or Dealers electing the afternative net capita! requirement method need not complete these columns.

OMIT PENNIES:

SEC 1695 (07-02) 9 of 28




L2

w7y

feid

iy

L35

W

FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART I

BROKER OR DEALER Ceros Broker Service, Inc. co . asof 12/31/02

1 - $ 110,768 13480
2. Deduct Ownership equity not allowabie for Net Capital.... ( 3490
3. Total ownership equity qualified for Net Gapltal ..........cccoccuinvenercnsissicinnns S 110.768 3500
4, Add: : e
A. Liabilities subordinated to claims of general creditors allowable in computation of net capitai ... 0 3520
B. Other (deductions) or allowable credits {List) 0 3525
5. Total capital and allowable subordinated fabilities 110,768 3530
6. Deductions and/or charges: .. i
A. Total nonallowable assets from . .
Staternent of Financial Condition (NOtes B and C) .......corrammerienmeaneresersssiesseerscssessnens $ 69,235 [3540
1. Additional charges for customers’ and .
non-customers’ security accounts cerreeren B N 3550
2. Additional charges for customers’ and . . .
: NON-CUSLOIMErS’ COMMOGITY ACCOUMS w.ovvreeee et en et res s s s s res s . 3560
B. AGET fail-t0-deliVer ..ooevveeervreersirese s . ‘ 35704 -
1. Number of items : : .
C. Aged short security differences- Iess : R
- reserve of 3580] °
number of items ........ccc...... :
- D. Secured demand note deficiency {3590 F -
E. Commodity futures contracts and spot commodities . o ]
- proprogtary capital charges.... N 1. 13600
F.  Other deductions and/Or CHATGES .......cocorveveecierreceerernmeenrnesesmaensmresreesisseses ]
G. Deductions for accounts carried under Rule 15¢3-1(a)(8), (a)(7) and (c){2)(x) : ’ " L
H.  Total GedUCHONS ANG/OM CHATGES ..vveiverecceeceeeeceretet st v seee s sssstesessssse s st st et e b abeeseas b aes s vees s bt e e manes e b e sttt eb b ar e ( 69,235, 3620
7. Other additions and/or allowable credits (List) ....... N Q 3630
8. Netcapital before haircuts on securities posmons $ 41,533 3640
9. Haircuts on securities: (computed, where applicabie, pursuant to 1503 -1(0):
A. Contractual securities committments 3660
B. Subordinated securities borrowings 3670
C. Trading and investment securities: Co : )
1. Bankers' acceptances, certificates of deposn and commercial paper .. ‘ 3680
.2. U.S. and Canadian government obligations ..........oveeneecnrevennenes 3690
3. State and municipal govemment obhgat:ons 13700}
4. Corporate chligations ... 3710
. 5. " Stocks and warrants .. i ) 3720
6. Oplions ...ceeriivenens ©13730)°
7. Arbitrage... ] ] j 3732
8. Othersecuntles " '520 3734} o -
D. Undue Goncentranon ) 3650 ’ ’
E. Other {LisY) 3736 (.- 520 . 3740 .
0. NEE CAPIIAL ... e evverceeeressssssessssssssseseessessasesssssessssstsss et s s 58555 55815 ek ane $ 41,013 3750|(

COMPUTATION.OF NET CAPITAL

. Total awnership equity from Staternent of Financial Condrton ltem1800 »

OMIT PENNIES

SEC 1695 (07-02) 11 of 28




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART Il

BROKER OR DEALER Ceros Broker Serv:Lce, Inc. asof __12/31/Q2

: COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Part A
11. Mlmmum net capital required {6%.% of line 19) ................. : et $ 894 [37%
12. Minimum dollar net capital requxrement of reporting broker or dealer and minimum net capital requ1remem :

of subsidiaries compurted in accordance with Note (A) e $ 30,000 [3758
13. Net capital requirernent {greater of line 11 or 12) . .3 30,000 13760
14, EXCESS NEt CAPHAITNE TOIESS $3) .ovvvovererrevesesressossssneeossessesssesrsessssssssssessessessesessoreessssassnsa e seeseesnseee . % . 11.013 13770
15. ‘Excess net capital at 1000% (line 10 less 10% of fine 19) . $ 39./72 13780

COMPUTATION of AGGREGATE INDEBTEDNESS

16. Total A.l. fiabilities from Statement of Fmancnal Cond[tuon......;..-,.»-..; ...................................... Cereeeereeeeeanenen erees e e enenes $ 13,414 [3790
17.Add; . . - e - — T T ‘
A, Drafts for immediate credn
B. . Market value of securities borrowed for WhICh no equmlem value
is paid or credited

G. Other unrecorded amounts (List) - 0 3830
18. Deduct: Adjustment based on deposits in Special Reserve Bank Accounts (15¢3- 1(c) - 3838
19, Total aggregate INDEDIEANESS ........oorvvvoer oo eeeneeoerese et someeseserenone 13,414 3840
20. Percentage of aggregate indebtedness to net capital (ine 19 + by ine 10} ... 32.717 13850

21. Percentage of aggregate indebtedness to net capxtal after anficipated capltal wnthdrawals

(nne 19 + by ling 10 1ess ltem 4880 page 25) 32.717. [3853

— . . el : COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT
'Pan B
22.. 2% of combmed aggregate debt items as shown in Formula for Reserve Requxrements pursuant to Rule 15c3 3”

prepared as of date of the net capital computation including both brokers or dealers and consclidated.subsidiaries’ debits i8S o (3870
23. Minimum dollar net capital requirement of reporting broker or. dealer and minimum net capital requuement of - : :

subsidiaries computed in accordance with Note: (A) .8 3880
24 Net capital requirement (greater of line 22 or 23) . - $ 1 37604 ..
25. Excess net capital (Jine 10 les§ 24) ........ . % 3910
26.-Percentage of Net Capital to Aggregate Debits (fine 10 + by line17 page 8) L% 3851
27. Percentage of Net Capital, affer anticipated capital withdrawals, to Aggregate Debits .

{fine 10-less item-4880 page 11 + by hne 17 page 8) eeeterserietee s e e aaa et Fa bbb et et e s s R A ke b et e e et et % 3854
28. Net capital in excess of the greater-of:: - : o : e - L

_A. 5% of combines aggregate debit.items or $120,000 ........cccoorererrrerrcrrirvernnes CO TG U S UONE S - $ 0 [3g20

. OTHERRATIOS - -

Part C .
29. Percentage of debt to debt- equrty total computed in accordance vmh Rl 15€3=1{d) evevrerir et et an % . L ; | 3860
30. Options deductions/Net Capital ratio (1000% test) total deductions exclusive of liquidating equity under

‘Rule 15¢3-1(2)(6), {a)(7) and (C}(2)(X) + Net CAPIAI woorovcvvvreveeec st SOOI % .| 3852
NOTES: " ‘ ' '

(A} The minimum net capital requirement should be computed by adding the minimum doliar net capltal requuement of the repomng broker dealer and, for gach
subsidiary to be consolidated, the greater of:
1. Minimum dollar net capital requirement , or
2. 8%,% of aggregate indebtedness or 2% of aggregate debits-if alternative method is used. i

(B). Do not deduct the value of securities borrowed under subordination agrements or secured demand notes covered by subordination agrements noti in satisfactory form
and the market values of memberships in exchanges contributed for use of company (contra to item 1740) and partners” securitiés which were included in non-aliowable
assets.

(C) For reports filed pursuant to paragraph (d} of Rule 172-5, respondent should provide a list of material non-allowable assets.

SEC 1695 (07-02) 13 of 28
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PARTIL - FINANCIAI'.’-,AND“OP-ERATIONAL COMBINED UNIFORM SINGLE REPORT

BROKER OR DEALER ‘For the period (MMDDYY) from31 /1702 I3932Itolz/31/02 3933
. _.Ceros Broker Service, Inc. Number of months included in this stalement 3931
STATEMENT OF INCOME (LOSS)
REVENUE . o
1. Commissions:
a. Commissions ori transactioris in'listed equity securities executed on an EXCHANGE et L ORRRT: e $ 77,445 13935
b. Gommissions on transactions in exchange listed equity securities executed over-the-counter 3937
c. Commissions on listed OPLON traNSACHONS .....cooevvevercrierre e ssensensessensrsense 53,723 3838
d.  All Other SECUIILIES COMMISSIONS w.vuvveereerreeecncosorsssssessessermsesseissesosssmmesesessessssmmassos 57,141 3939
‘€. Total SECUMHES COMMISSIONS .vvvoovcvveerssssesmsessserssrsinessessssssseesssserseecs 188,309 3940
2. Gains arlosses on firm securities trading accounts o o
a. From market making in over-the-COunter 8QUItY SECUMLIES ... eciiieriireeseresesesiire s et dsmsesa e e b bt et s 3941
“Includes ‘gains or (losses) OTC market making in exchange hsted equuty securities .. [3943] -
b. From trading in debt securities .. JE O et s e ehen s 3944
c. From market maklng in optlons ona nanona! secuntles exchange. 3945
“d. From all-other trading .......... eeterer e st rr et et s e nsanesieasen s e s aa b arran 3949
€. TOMA! GAINS OF (I0SSES) ...euivuuremerreererinieesreisies s enesva et et aes ressese s bt s ser s b e sbass s n e B s bbb et b s kst 3950
3. Gains or losses on firm securities investment accounts '
a. Includes realized gains (losses) ........ 4235
b. Includes unrealized gains (losses) . 4236
c. Total realized and unrealized gains (joses) .. o cerrensessen st si s snsssrssssnnnsensnes Tt 3952
4. Profits or (losses) from underwriting and selling groups .. v 3955
a. Includes underwriting income from corporate equity secunt:es j4237] o
5. Margin interest .. '{ 3960
6. Revenue from sale of mvestment company shares : - 3970
7. - Fees for account supervision, lnvestment adwsory and administrative services’ OO SO 3,794 3975
8. :Revenue from research services : Crearanerener e e s ne et e ene s B 3980
9. Commodities revenue.. ” : - 3930
10. Other revenue related to secuntles busmess ...................................... : ' y e T ] - 13985
11. Other revenue ..... > : ‘ " . 5,483 3995
12. Total revenue 197,586 _ [4030
EXPENSES v . )
13. Registered represertative’s COMPENSALION ........cccoeeerieeeee e ertecer et cr e s eas s sases et st bas s Chectesreenrnni et rentseenerenens $ 410}
14, Clerical and administrative employees’ expenses ; 4040
15. Salaries and other employment costs for general partners, and voting stockholder-officers - 10,880 4120
a. Includes interest credited to General and Limited Partners capltal accounts C Sl
16. Floor brokerage paid fo certain brokers {see definition) ........vluee oo K i 4055
17. Commissions and clearance paid o all other brokers (see deﬂnmun) 99 212 ‘4145
18. ‘Clearance paid 1o non-brokers {see defmmon) o 14135
19. Communications ....... 4060] -
20. Occupancy and equipment-costs 4080}
21, PrOMOtIONG COSIS . oocvvmmnrmreiiereianseseeeesns s esesserssssesesoneeses e e reeae . 41500
122, IMETESE BXDEMSE Lo vovs e eveereeeesesemseneesereesemeseesesseeensee e s e 0 [4075).
a. Includes interest ¢ on accounts subject to subordma’non aAGreements ............ : [4070] ' L
23. Losses in eor account and bad debts ...........ccveeceervvervesinseseereeneenee 4170
24. Data processing costs (including service bureau service charges)............coeeecn. M 4186
25. Non-recurring charges .. 4180) -
26. Regulatory fees and expenses .. 2,951 4195 -
27. Oter eXPENSES .....vuvernevevsseecesensrernisensons 74,821 4100
28 TOA) EXPENISES 1vvveseereesessve e sesssssesssssssess s stieecscesessesss s sss o ovs s s s st st e e e 187,864  |4200] .
NET INCOME o : :
28, Income (loss) before Federal income taxes and items below (tem 12 1SS HEM 28) ... et siressenesies 9,722 4210
30. Provision for Federal income taxes (for parent only) ................................................ 4220} -
31. Equity in eamnings Iosses) of unconsolidated subsidiaries not mcluded above .. . % 4222
a. After Federal income taxes of ......... L
32. Extraordinary gains (10S5€S)......e.eee. 4224
a. After Federal income taxes of . . .
33. Cumulative effect of changes in accounting principles ... . 4225
34. Net income (lass) after Federal income taxes and extraordmary HEIMS wovooeoeenseessessseeenrsseesnees fensirevarsirsans et s $ 9,722 4230
MONTHLY INCOME
35. Income {cument month only) before provision for Federal i mcome taxes and extraordlnary 114U USUUPURIOI 4211

SEC 1695 (07-02) 15 of 28




- FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART Il

BROKER OR DEALER Ceros Broker Service, Inc. '

asof  12/31/02

CREDIT BALANCES

1.

o OV e

~

10.

11,

Credit balances in ﬂrm accounts which are attributable to principal sales to customers ..

GOMPUTATION FOR DETERMINATION OF RESERVE REQUIRTEMENTS

. FOR BROKER-DEALERS UNDER RULE 15¢3-3
{See Rule 15¢3-3, Exhibit A and Related Notes)

Free credit balances and other credit balancesin customers’ security

'accounts (see Note A, Exhibit A, Rule 15¢3-3} ... OSSOSO U 2.

Monles borTowed collateralized by securities carried forthe accounts of
customers (see Note B) ..........
Monies payable against customers’ secum\es ioaned (see Note C) ...
Customers’ securities failed to receive (588 NOE DY oot es s

Market value of stock dividends, stock splrts and sn’nﬂar dlstnbutxons receivable autstandmg
OVET 30 CAIBNAAT GAYS covvoerrrerieereereriestse e rem e ssese s v s e bas s sensensas

_ **Market value of short security count diﬁerences over.30 calendar days 0ld ........cceunene

**Market value of shor securities and credits (not to be offset by logs or by

debits) in all suspense accounts over 30 CAIBNGAN GAYS ..........eiuns st Y

Market value of securities whrch are in transfer in excess of 40 calendar days .and have not been
confimmed to be in transfer by the transfer agnet or the issuer-during the 40 days
Other (List) :

TOTAL BREDITS ot e oot s

DEBIT'BALANCES

12.

13,

14,

15.

16.
17.
18.
19,

**Debit balances in customers’ cash and margin accounts excluding unsecured accounts and

accounts doubtful of collection net of deductions pursuant to Note'E, Exhibit A, Rule 15¢3-3 ...  §-

Secuities borowed to effectuate short sa!es by customers and securities borrowed to make

ﬂdehvery on customers’ securities failed to dehver ................................................. e e ess

Failed to deliver of cUstomers' securities not older than 30 calendar days ...
Margin required and on deposit with Opticns.Clearing Corporation for all optnun contracts
written or purchased in customer accounts (see Note F)
Other (List). .oioeenlan veeraand
**Aggregate debxt items .. eteeeseseseinrae s rernaranes
**ess 3% (for alternative method only—see Ru!e 15c3 1( G 1)
F*TOTAL 14¢3-3 DEBITS. I :

RESERVE CUMPUTATION

20.
21
22.
23.
24.

25.

26.

Excess of total debits over total credits (hne 19 }ess hne 11)
Excess of total credits over total debits (line 11 less line 19)
If computation permitted on a monthly basis, enter 105% of excess of total credlts overtutal deblts

Amount held on deposit in “Reserve Bank Account(s),” inctuding value of gualified securities, at end of reporting period

....................... s . [ED

........... i $ 0 - | 4530

Amount of deposit (or withdrawal) including

$ 4515 | value Of QUAIIfIE SECUTIES ...e.ccrscseuererressnsecommssposssmsiviecsssesesseescssernrsresns

New amount in Reserve Bank Account(s).after adding deposit or subtracting w1thdrawal including

$ . [4525] value of QUAIIIEY SECUMHIES wvevvvemerreer s eesesesreesssrseeseesececsserieenseensnes e

Date of deposit (MMDDYY)

FREQUENCY OF COMPUTATION

27.

Dailyso 4332 | Weekly 4333 Mmontniy

- 4340} o

43501

4360

4370

4380

4390

4400} .

4410]

4420

4425

.............. ;U;”;“". $- 0 e

4450

4450

4465.

0 4470
( .- <) aartd
: 0 4472| -

4480
4490
4500
4510

4540

4334

=* |n the event the Net Capital Requirement is computed under the atternative method, this “Reserve Formula” shall be prepared in
accordance with the requirements of paragraph (f) of Rule 15¢3-1.
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART Il

BROKER OR DEALER Ceros Broker Service, Inc. - - - o as of 12/31/02

COMPUTATION - FOR-DETERMINATION OF RESERVE REQUIRTEMENTS
FOR BROKER-DEALERS UNDER-RULE 15¢3-3 {continued)

EXEMPTIVE PROVISIONS
28. If an exemption from Rule 15c3-3 is claimed, identify befow the section upon which such exemption is based. (check only one) .

A (K)(1) — $2,500 capital category as Per RUIB 1503-T w.iueemmeeeoeseeeeonssssecoreeseeseceseeeesssseeens s o 52 . | 4550
B. (K)(2)(A) — “Special Account for the Exclusive Benefit of customers® maintained..... ettt st L 14560].
C. (k)(2)(B) — All customer transactions cleared through another broker-dealer on a fully disclosed basrs "'

Name of clearing firm™; SEC 17574 . .. |4335 X 4570
D. (K)(3) — Exemnpted by order of the COMMISSION .....covevcecercneis i tssnsesrs s s mserres s nssnssessmncaren s 4580

Information for Possession or Control Requirements Under Rule 15¢3-3 R
State the market valuation and number of otems of:
1. Customers’ fully paid securities and excess margin secuntres notin the respondent s possesion or eontrol as of the report date
{for which instructions to reduce to possession or control had been issued as of the report date) but for which the required
action was not taken by respondent within the time frame specified under Rul 15¢3-3. Notes A and B R 4586
A NUMDEE OF HBIMS ..cocveevievees v sssssess s e s s ST CT AT S - | 4587
2. Customers' fully paid securities and excess margin securities for which instructions to reduce possession or control had not = .7 & ;
been issued as of the report date, excludrng iterns ansmg from “temporary lags which result from normal business operations”

4568

‘as permitted under Rule 15¢3-3. Notes B, C and D .. v -
A. Number of items .... A 4589
- :OMIT PENNIES -
3. The system and procedures utilitzed in complying with the requirement to maintain physical possession or control of : ‘
__customers’ fully paid and excess margin securities have been tested and. are functioning.in a manner adequate to - o
fulfill the requirements of RUIE 1503-3 ... e e e Yes . - : m No...- - S m

NOTES . : : : R R ,

A—Do not include in item one customers’ fully pald and excess margm securities reqwred by Rule 15¢3-3 to be in possession or control but for whlch no action was-
required by the respondent as of the repart date or required action was taken by respondent with the time frames :specified under Rule:15¢3-3.

B—State separately in response to items one. and two whetherthe securities reported in response thereto were subsequently reduced to possession o control by the
respondent ' L . fa

C—-Be sure to include in nem two cnly rtems not arising frorn temporary lags whrch result from normal busmess uperatrons as permrtted under Rule 15(:3 3.

D—ltem two must be respondedlq only with report which is filed as of the date selected for the broker’s or dealer's annual audit of financial statements, whether ornot sugh
date is thé end of a calendar quarter. The response to item two shouid be filed within 60 calendar days after such date, rather than with the remainder of this repon ThIS
information may be required on a more frequest basis by the Commission or the designated examining authority in accordance with Rule 17a-5(a){2 )(rv)
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PARTII
BROKER OR DEALER Ceros Broker Service, Imc.: - & " = asof _ 12/31/02
SCHEDULE OF SEGREGATION REQUIREMENTS AND FUNDS IN SEGREGATION
CUSTDMER 8 REGULATED COMMODITY FUTURES ACCOUNTS
SEGREGATION REQUIREMENTS
1. Net ledger balance: :
AL BABN ot et S SRR B b £ bt e et s 7010
B. Securities (at market) ... 7020
2. 'Net.unrealized profit Ioss) in open tutures contracts traded on a contract market 7030
3. Exchange traded options: R
A, Add: Market Valué of an open option contracts purchased on a confract market et e s e v erebnesenaenas 7032|
8. Deduct: Market Value of an open option contracts granted (sold) on a.contract market.... 7033
4. Net equity (deficit) (total of 1, 2 and 3) e 7040
5. Add accounts liquidating 1o a deficit and accounts with debit halances wrth no open trades . 7050
6. “Amount required to-be segregated (1018l 0f 5/aNT 4) ... st e sbesss s s e s S5 7060
FUNDS ON DEPOSIT IN SEGREGATION )
7. “Deposited in segregated funds bank accounts: :
A Cash.. 7070
B. Secuntres reprﬂsentlng investments. of customers’ fund (at market) . 7080
C. Securities held in particufar customers or option customers in lieu of cash (at market) ....................ver Srvereressesnnensnsresa s eraeereene 7030
8. Margin on.deposits with clearing organizations of confract markets: s - : -
A. Cash.. RS renderenge - 47100
"B Securmes representmg investments of custorners fund (at market) {7110
C. Securities held in pamcutar customers or option customers in lieu of cash (at market) 7120
9. ' Séttlement due from (to) clearing organizations of contract markets . 7130
10. Exchange traded options:” :
A Add: Unrealized receivables for opnon cdntracts purchased on contract markets ... 7132
B. Deduct: Unrealized obligations for- optjon contracts granted (sold) on contract markets 7133
11, Net equmes WD OIREI FOMS L. et s L ettt cae e et st ab bt et et e bbb 7140
12. Segregated funds on hand: '
Al CBSN s s e e e e L st ot aa bt e st et 7150
B. Securities representing investments.of customers' funds (81 Market) ....o..ovverecrivmnenscimmenenvenenns 7160
€. Securities held rfor_particular customers in lieu of cash (at Market) ... ipresn oo inmiens st sinn s 7170
13. Total amountin segregat]on *fotal of?throught?) ........ et T U 7180
14. Excess (insufficiency) funds in segregation (13 minus 6) ' S " . s 7130
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FINANCIAL _-AN_D‘}OPERAT.ONAL COMBINED UNIFORM SINGLE: REPORT
PART. Il

BROKER OR DEALER . Ceros Broker Service, Inc. - - o as of 12/31/02

Ownership Equity and Su'iﬁord'inated Liabiiitie's maturing‘ or pﬂropbsed‘to be withdrawn within the next six months
and accruals, (as defined below), which have not been deducted in the computation of Net Capital.

Type of Proposal Amount to be ’
Withdrawal or Withdrawn (cash " (MMDDYY) -. Expect
Accrual insider or amount and/or Net Withdrawal or ] t0
See below for ) Outsider? Capital Value of Maturity " Renew
code to enter Name of Lender or Contributor . (inor Out) ‘ Securities) - Date . ~ (Yes or No)
% Gamo] [aes1] Al -l ol ()
,53-..',— . _ m m _ _ m S . | [4—5@ — ! e
Total $% ... ] o
GM;f PENNIES
. *To aQreewith the total on Recap (ltem No. 4880)

Instructions: ~ Detail Listing must include the total- of items maturing during the six month period following the report date; régardiess of whether or not the capital contribution is
expected to be renewed. The schedule must also include proposed capital withdrawals scheduled within the six month period following the report date inctuding
the proposed redemption of stock and payments of liabilities secured by fixed agsets (which are considered allowable assets in the capital computation,pursuant
to Ruie 15c3-1(c)(2(iv)), which could be required by the lender on demand or in less than six months. . . . . . P

WITHDRAWAL CODE: DESCRIPTIONS )
1. Equity Capital
2. . Subordinated Liabilities
3. Accruals :
4 15c3-1{c)(2)(iv) Liabitities

SEC 1695 (07-02) 23 of 28




FINANCIAL AND OPERATIONAL COMBINED UNIFBRM SINGLE REPORT
Capital Withdrawals
PART Il

BR‘C‘)KAERvoiRDEALER _Ceros Broker Service, Inc. . .. .. o asof.. .12/31/02 -

RECAP S
Dwnershlp Equny and Subordmated Liabilities maturing or proposed o be wnhdrawn within the next six months
and accruals, (as defined below) which have not been deducied in the computanon of Net Capital. .

.- Equily Capital -
A. Partnership Capital:

T GENETA PAMNETS w.cvevrmsecscrmereermreeeserseesensesssssassssasssesssessssssssssnssasssassessssssenses sovsssesanesnes’ 4700
2. LIMIted oo . 4710
" 3. Undistributed Profits ; 4720
4. Other (describe below) 4730
5. Sole Proprietorship 4735
B. ~ Gorporation Capitat: .. -
1. Common Stock ... v et s enres 4740
2. Preferred Stock .. . 4750
3. Retained Eammgs (Dmdends and Other) 4760
. 4. Other (describe below) . 4770

. Subordipated Liabilities
-A. . Secured DEMENG NOIES ..oopeeeaitre i et e it esaesssnses s s sssssas e s assses e Sarneannas 4780
B. Cash Subordinates 4790
.G. Debentures .......coc.couu.. S 4800
D. . OEr (AESCTIDE DEIOW) oveovvrrsveesmncecmssssscessss s ssssssss s sesssassssssbasa s sab s ssanasesas ' 4810

. Dther Anticipated Withdrawals
A, BONUSES .ot veersnean s ssnssmesrasesnros 4820
‘B. Voluntary Contributions to Pension or Profit Sharing Plans .. 7] 4860 .

C. .Cther (describe below) .......... 4870 ) :
Total covvverreiretirseererivans i .8 ] 4380}
. Description of Other K .
. STATEMENT OF CHANGES IN OWNERSHIP-EQUITY
=.-(SOLE PROPRIETORSHIP, PARTNERSHIP-OR CORPORATION) *
BAIANCe, DEGINMING OF PEIIOH ....ocovuerivsrereiesies e seses s ecscoessesesesses oo s ssssrassssonssaens 58 srs s aneesssons s sessas s sosssssssssas s serene o $ 101,046 4240
A. Netincome {I0sSs)... SUSOE TSN L 9,722 |4250
B." Additions {includes non conformmg capnal of RO T & : 4260]
C.. Deductions (includes non- conformmg CRPIENOF o oeoveereeeeees s eeseese e eeseenseenssrssmseesssssssenees $ - . 4270
. Balance, end of period (From Item 1800) ............ et ese e aAs e ae e oA a AR s e R £ ‘110,768 14290
STATEMENT OF CHANGES -IN LIABILITIES SUBORDINATED - -
" -TO GLAIMS-OF GENERAL CREDITORS - = = " .

. Balance, beginning of period .............. .8 - [4300
A INCreases........o......... - ' e i ' - 4310
B. DECTEASES coooovreveresesrerreernensiine v 0 ) 4320

. Balance, end of pericd (From ltem 3520) ...ttt : ; R e $ s 4330

OMIT PENNIES
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
_PARTIHl

BROKER OR DEALER ‘Ceros Broker Service, Inc. - i as of 12/31/02
o ) » FINANGIAL AND OPERATIONAL DATA .
1. Month end total number of stock record breaks unresolved over three business days - Valuation Number
A. breaks long v 8 ] 4830 45800
B. breaks short 8 4910 | %4 4920

o,

— ©

1.

12.

13.

14,

periodic countand venﬂcanon
of securities positions and locations at least once in each catendar quarter?

(CUBEK DN1E) et ves [ ) [4930

Personnel employed at end of reporting period:

s the firm in compliance with Rule 17a-13 regarding

No [ [4840)

A. Income producing personnel 43850
B. Non-income producing personnel (all other) ... ettt ep e s b et bbb s es e be s e 4960
C. TOtal e ebirest et ste st aesesereaen e s ren 4970
Actual number of tickets executed during current month of reporting pericd 43980
Nunber of corrected customer confirmations mailed after settlement date 4990
- Debit " Credit
No, of [tems {(Short Value) "No. of ltems {Long Value)
MONEY GIfferBNCeS ..ovvvvmneeresrevcrerersnnn 89 5000] $ 5010 5020[%s$ 5030
Security suSpense acCouNts.....eceeeerrernnn. 5040 $ 5050 5060 $ 5070
Security difference accounts .......covennen. B 5080| $ 5090 5100| $ 5110
Commodity SUSPENSE aCCOUNtS ..vuvvvvneee. 5120] § 5130 5140 § 5150
. Open transactions with correspondents, - 3
other brokers, clearing organizations,
depositories and interoffice and inter- »
company accounts which could result . - - L
in a charge — unresolved amounts over - S ’
30 calendar days .......... L . | 5160) -§ : 5170 5180] $ 5190
Bank account reconcnllations — unresolved :
amounts over 30 calendar days ............. 5200%,% 521017, [5220] $ 5230]
Open transfers over 40 calendar days, s j ; o
notconfirmed.. oot [5240] $ : 715250 i '5260] $ 5270
Transactions in reorganization accounts . : i
— over 60 calendar days .........cccomnenne. 0 52801 $ 5290 5300|%% 5310
TOtAl et e 5320] $ 5330 ) 5340 $ 5350
No. of ltems Leaer Amount Market Value
. Failed to deliver 11 business days or longer (21 Business ) .
Days or longer in the case of Municipal Securities) ........c..coovvrene 5360 $ 5361 5362
. Failed to receive 11 business days of longer (21 business ' L o
Days or longer in the case of Municipal Securities) .......0...0...... _ |5363] § .. 15364 5365
. Security concentrations (See instructions in Part f):
A. Proprietary positions $ 5370
B. Customers’ accounts under Rule 15¢3-3 . e $ 5374
. Total of personal capital borrowings due WIthin SIX MONS ....vecevieiiivc ettt s ses s e e s st essen s ses s bensnes $ 5378
. Maximum haircuts on underwriting commitments during the period .............. % . | 5380
. Planned capital expenditures for business expansion during next six months .3 | 5382)-
. Liabilities of other individuals or organizations guaranteed by respondem .8 5384
. L82SE ANd TENAIS PAYADIE WINIM DNE YEAL .ooovveeov.eeoeeeseeesesseseesheseeeerssessensssssessesseseeses s ee e scemsmesesses s s ses st seos oot tesesesecs s erereeees $ 5386
. Aggregate lease and rental commitments payable for entire term of the lease )
AL BIOSS covrerereertreesstietsreminsessssessse e seabas s eases s s b 4 s SR e eSS eh e SR RE 18RS b e RA e b et bR s $ 5388
$ 5390
OMIT PENNIES
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CERTIFIED PUBLIC ACCOUNTANTS
THE NEXT GENERATION IN ACCOUNTING

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, 2002 and 2001, and the statements of operations and accumulated deficit and cash
flows - direct method for the years then ended that you are filing pursuant to Rule 17a-5 under the
Securities Exchange Act of 1934. These financial statements are the responsibility of the Company's
management. Our responsibility is to express an opinion on these financial statements based on our
audit.

We conducted our 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 financial statements referred to above present fairly, in all material respects, the
financial position of Ceros Broker Service, Inc. as of December 31, 2002 and 2001 and the results of
its operations and its cash flows for the years ended December 31, 2002 and 2001 in conformity with
accounting principles generally accepted in the United States of America.

Our audit was made for the purpose of forming an opinion on the basic financial statements taken as a
whole. The other financial information section, presented for the purposes of additional analysis, is not
arequired part of the basic financial statements, but is supplementary information required by Rule 17a-5
of the Securities and Exchange Commission. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated in all
material respects in relation to the basic financial statements taken as a whole.

Gm{,,@uv ;( 6‘&5, wr
GRAY, GRAY & GRAY, LLP

March 14, 2003




LIABILITIES AND STOCKHOLDER'S EQUITY

CURRENT LIABILITIES

. Accounts payable
Other payables
Accrued expenses

o

TOTAL CURRENT LIABILITIES

STOCKHOLDER'S EQUITY
Common stock, Class A, voting, $1.00 par value
Accumulated deficit

OGN 0 d g dd g, 00

TOTAL STOCKHOIDER'S EQUITY "

TOTAL-LIABILITIES AND STOCKHOLDER'S EQUITY

December 31
2002 2001

AL C
$ 13,148 $ 12,007
STTEIN 266 s .- e, 456
N ,O_f,: o) ‘11,023

[EURY
it C
Tt

Ctoed
13,414 .. 23,486

G T

o

150,00 150,000

o, yha1i(39,232) (48,954

SRR IR T ST RIS T L F)

110,768

101,046

COTTRL BN T L ik

$ 124182 $ 124,532




CEROS BROKER SERVICE, INC.

STATEMENTS OF OPERATIONS AND ACCUMULATED DEFICIT

INCOME
Commissions and service revenues

Net realized and unrealized gain (loss) from investment activities

Interest income
Management fees

TOTAL INCOME
OPERATING EXPENSES
Ceneral and administrative expenses
Depreciation
TOTAL OPERATING EXPENSES
NET INCOME

ACCUMULATED DEFICIT AT BEGINNING OF YEAR

ACCUMULATED DEFICIT AT END OF YEAR

Year Ended December 31,

2002 2001
$ 188,309 $ 217,017
(709) 361
6,192 2,126
3,794 24,837
197,586 244 341
186,465 238,498
1,399 1,406
187,864 239,904
9,722 4,437
(48,954) (53,391)
S (39,232) $  (48,954)




Year Ended December 31,

2002

RECONCILIATION OF NET INCOME TO NET CASH , N

(USED) BY OPERATING ACTIVITIES:
Net income

Adjustments to recon(:lle net income to net cash

(used) by operating activities:

Depreciation , -, R sy 7w 1,399 5 1,406
- Net realized and unrealized (gain) loss 709 (361)
(increase) decrease in assets: P N PR R Y By Sy U,
Commissions receivable TR AT TS NTR TN T 3, 432 {57,131 ..
Prepaid expenses - ’ et L e ‘,,;894,\, sy 1.A394)
Due from affiliate (1 ,267) (34,196)
Employee advances SR N TN L P e (2,000 0 0
Increase (decrease) in liabilities:
Accounts payable - viealtyt az a3 14T 0 (681)
Accrued expenses (11,023) 5,306
Due to broker - G0 oo o0 - (33,280)
Other payables ~ (190) 0
TOTAL ADJUSTMENTS (16,905) (5,069)
NET CASH (USED) BY OPERATING ACTIVITIES $  (7183)- +3 - (632).™
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CEROS BROKER SERVICE, INC.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2002

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES

Principal Business Activity - Ceros Broker Service, Inc. is an introducing broker in the business of trading
securities. The Company is a registered member of the Securities and Exchange Commission, the
National Association of Securities Dealers, the National Futures Association and is registered with various
state securities commissions.

Property and Equipment - Property and equipment are stated at cost, less accumulated depreciation.
Expenditures for routine repairs and maintenance are charged to operations as they are incurred while
those which significantly improve or extend the lives of existing assets are capitalized. Depreciation is
computed using the straight-line and accelerated methods.

Concentrations of Credit Risk - Financial instruments which potentially subject the Company to
concentrations of credit risk consist principally of commissions receivable.

The Company performs a significant amount of services for one major customer, related to the officer of
the Company. Approximately 70% of the Company’s revenues for 2002 and 2001 were derived from
this customer.

Concentrations of credit risk with respect to commissions receivable are limited due to the large number
of customers comprising the Company's customer base. As of December 31, 2002 and 2001, the
Company had no significant concentrations of credit risk.

Use of Estimates - The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates.

Income Taxes - Income tax expense includes federal and state taxes currently payable and, when
material, deferred taxes arising from temporary differences between income from financial reporting and
tax purposes and also operating losses that are available to offset future taxable income.

Commissions - Commissions and related clearing expenses are recorded on a trade-date basis as
securities transactions occur.

Cash - During the course of the normal business cycle the Company, at times, maintains on deposit cash
balances in excess of FDIC insured limits.
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CEROS BROKER SERVICE, INC.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2002

NOTE 2 - PROPERTY AND EQUIPMENT

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

Estimated
2002 2001 Useful Lives
Property and equipment $ 11,918 $ 11,918 5-7 Years

Less accumulated depreciation 8,015 6,616

$ 3903 $ 5,302

Depreciation expense was $1,399 and $1,406 for the years ended December 31, 2002 and 2001,
respectively.

NOTE 3 - DEPOSITS WITH CLEARING ORGANIZATIONS

Deposits with clearing organizations are shown on the December 31st statements of financial condition
at market value as follows:

2002 2001
Aggregate cost $ 25,646 $ 59,331
Gross unrealized gain (loss) _(709) 361
Market value $ 24937 $ 59,692
Net unrealized gain (loss) recorded as income - $ (709 § 361

As of December 31, 2001, the client discontinued doing business with one of its clearing organizations.




CEROS BROKER SERVICE, INC. .
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2002

NOTE 4 - INCOME TAXES

In 2002 and 2001, current federal and state income taxes have been offset by the use of net operating
loss carryforwards; therefore, the Company did not set up a provision for income taxes. As of December
31,2002, the Company has approximately $49,000 of net operating loss carryforwards available to offset
future taxable income.

The net deferred tax amounts included in the accompanying statement of financial condition include the
following amounts of deferred tax assets and liabilities as of December 31:

2002 2001
Current Noncurrent Current Noncurrent
Deferred tax asset _ $ 9000 $ 0 $ 11,000 $ 0
Deferred tax liability - 0 0 0 0
Valuation allowance (9,000) 0 {11,000) 0
Deferred tax asset (liability), net $ 0 3 0 % 0 % 0

The deferred tax asset results from net federal and state operating loss carryforwards. The Company
believes that, based on a number of factors, the available objective evidence creates sufficient uncertainty
regarding the reliability of the deferred tax asset such that a full valuation allowance has been recorded.

NOTE 5 - REGULATCRY REQUIREMENTS

Pursuant to net capital provision of Rule 15¢3-1 of the Securities Exchange Act of 1934, the Company
is required to maintain a minimum net capital, as defined under such provisions. Net capital may
fluctuate on a daily basis. The Company had net capital, as defined, of $40,340 and $42,041 at
December 31, 2002 and 2001, respectively. The minimum net capital requirement is $30,000.

Pursuant to the net capital provisions of the National Futures Association, the Company is required to
maintain a deferred net capital requirement of $30,000. At December 31, 2001 the Company had net
capital, as defined, of $42,175. During 2002, the client did not renew their membership with the
National Futures Association.

Exemptive Provision Under Rule 15¢3-3 - The Company, as an introducing broker, is exempt under
subparagraph (k)(2)(ii) of Rule 15c3-3 from maintaining a "Special Reserve Bank Account for the Exclusive
Benefit of Customers."




CEROS BROKER SERVICE, INC.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2002

NOTE 6 - RELATED PARTY TRANSACTIONS

The Company is affiliated with other companies in the same line of business. Per a written agreement,
a foreign corporation with the same ownership refers customers who purchase securities through the
Company. A significant portion (49%) of the commissions earned on these transactions are passed
through to the foreign affiliate. This affiliate is also reimbursing the Company for certain operational costs.

Total commissions passed through the affiliate, net of reimbursed costs, totaled $99,212 and $106,492
for the years ended December 31, 2002 and 2001, respectively. As of December 31, 2002 and 2001
net commissions receivable from the foreign affiliate, reduced by reimbursements of operating expenses,
were $61,932 and $50,665, respectively. The Company charged interest on such outstanding balances.
Interest income totaled $5,057 and $524 for 2002 and 2001, respectively.

The Company received management fees of $3,794 and $24,837 from an affiliate in 2002 and 2001,
respectively. The management fees relate to administrative charges to the related party.

Approximately 70% of the Company’s commissions are earned from entities that are related to an officer
of the Company.

NOTE 7 - SECURITIES
Deposits with clearing organizations include investments in United States Government Securities. These

securities are classified as held-to-maturity securities and recorded at amortized cost, adjusted for
premiums and discounts that are recognized in unrealized gains and losses.

NOTE 8 - CAPITAL STRUCTURE

As of December 31, 2002 and 2001, the Company had 200,000 shares of Class A voting, $1 par value
common stock authorized, and 150,000 shares issued and outstanding.
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INDEPENDENT AUDITORS' REPORT ON OTHER FINANCIAL INFORMATION

Board of Directors
Ceros Broker Service, Inc.

Our audits for the years ended December 31, 2002 and 2001 were made for the purpose of forming an
opinion on the basic financial statements taken as a whole. The accompanying information is presented
for purposes of additional analysis and is not a required part of the basic financial statements. Such
information has been subjected to the auditing procedures applied in the audits of the basic financial
statements and, in our opinion, is fairly stated in all material respects in relation to the basic financial
statements taken as a whole.

Groy, Geay & g, LLp
GRAY, GRAY & GRAY, LLP

March 14, 2003




CEROS BROKER SERVICE, INC.

SCHEDULES OF GENERAL AND ADMINISTRATIVE EXPENSES

Year Ended December 31 ,

2002 2001
Officer's salary $ 10,880 $ 48,960
Miscellaneous (11,123) 0
Commissions expense 99,212 106,492
Clearing charges 43,876 46,439
Professional fees 24,140 20,911
Office 5,195 3,099
Insurance - 4,777 3,804
Payroll and other taxes 4,092 4,164
Dues and registrations 2,951 2,864
Telephone ‘ 2,427 1,525
Travel and entertainment 38 240

TOTAL GENERAL AND ADMINISTRATIVE EXPENSES $ 186465 $ 238,498
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INDEPENDENT AUDITORS' REPORT ON INTERNAL ACCOUNTING CONTROL

Board of Directors
Ceros Broker Service, Inc.

In planning and performing our audits of the financial statements of Ceros Broker Service, Inc. for the
years ended December 31, 2002 and 2001, we considered its internal control structure, including
procedures for safeguarding securities, in order to determine our auditing procedures for the purpose of
expressing our opinion on the financial statements and not to provide assurance on the internal control
structure.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission, we have made a study
of the practices and procedures (including tests of compliance with such practices and procedures)
followed by Ceros Broker Service, Inc. that we considered relevant to the objectives stated in Rule 17a-
5(g), (1) in making the periodic computations of aggregate indebtedness (or aggregate debits) and net
capital under Rule 17a-3(a){11) and the reserve required by Rule 15¢3-3(e); (2) in making the quarterly
securities examinations, counts, verifications and comparisons, and the recordation of differences
required by Rule 17a-13; (3} in complying with the requirements for prompt payment for securities under
Section 8 of Regulation T of the Board of Governors of the Federal Reserve System; and (4) in obtaining
and maintaining physical possession or control of all fully paid and excess margin securities of customers
as required by Rule 15¢3-3.

The management of the Company is responsible for establishing and maintaining an internal control
structure and the practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected benefits and
related costs of internal control structure policies and procedures and of the practices and procedures
referred to in the preceding paragraph and to assess whether those practices and procedures can be
expected to achieve the Commission's above mentioned objectives. Two of the objectives of an internal
control structure and the practices and procedures are to provide management with reasonable, but not
absolute, assurance thatassets for which the Company has responsibility are safeguarded against loss from
unauthorized use or disposition and that transactions are executed in accordance with management's
authorization and recorded properly to permit preparation of financial statements in conformity with
accounting principles generally accepted in the United States of America. Rule 17a-5(g) lists additional
objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in any internal control structure or the practices and procedures referred
to above, errors or irregularities may occur and not be detected. Also, projection of any evaluation of
them to future periods is subject to risk that they may become inadequate because of changes in
conditions or that the effectiveness of their design and operation may deteriorate.
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Board of Directors
Ceros Broker Service, Inc.
Page 2

Our consideration of the internal control structure would not necessarily disclose all matters in the
internal control structure that might be material weaknesses under standards established by the American
Institute of Certified Public Accountants. A material weakness is a condition in which the design or
operation of the specific internal control structure elements does not reduce to a relatively low level the
risk that errors or irregularities in amounts that would be material in relation to the financial statements
being audited may occur and not be detected within a timely period by employees in the normal course
of performing their assigned functions. However, we noted no matters involving the internal control
structure, including procedures for safeguarding securities, that we consider to be material weaknesses
as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the Commission to be adequate for its purposes in accordance
with the Securities Exchange Act of 1934 and related regulations, and that practices and procedures that
do not accomplish such objectives in all material respects indicate a material inadequacy for such
purposes. Based on this understanding and on our study, we believe that the Company's practices and
procedures were adequate at December 31, 2002 to meet the Commission's objectives.

This report is intended solely for the use of the management, the Securities and Exchange Commission,

the New York Stock Exchange and other regulatory agencies which rely on Rule 17a-5(g) under the
Securities Exchange Act of 1934 and should not be for any other purpose.

Groy, Gy § bay, Ll
GRAY, GRAY & GRAY, LLP

March 14, 2003
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Securities and Exchange Commission
73 Tremont Street - Suite 600
Boston, MA 02108-3912

We have audited the Focus Report of Ceros Broker Service, Inc. as of December 31, 2002. The audit
was made in accordance with auditing standards generally accepted in the United States of America and,
accordingly, includes a review of the system of internal control, the procedures employed for safeguarding
securities, the practices and procedures employed in complying with rule 17a-13 and in the resolution
of securities differences, and such tests of the accounting records and such other auditing procedures as
we considered necessary in the circumstances, including the auditing procedures prescribed by the
Securities and Exchange Commission. There were no material differences with respect to the
computation of Net Capital under SEC Rule 15c3-1, and the computation of Determination of the
Reserve Requirements under Exhibit A of Rule 15¢3-3. We found no inadequacies in our audit of the
above mentioned procedures and systems. :

In our opinion, the Focus Report, with all supporting statements and schedules, present fairly the financial
position of Ceros Broker Service, Inc. at December 31, 2002 in the form prescribed by the Securities
and Exchange Commission, in conformity with accounting principles generally accepted in the United
States of America applied on a basis consistent with that of the preceding year.

(5"13, Goosy § Comy. Ll
GRAY, GRAY & GRAY, LLP

March 14, 2003




