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OATH OR AFFIRMATION

é, rGREf SC]":;RBE?b — - swear (or affirm) that, to the
est of my knowledge and belief the accompanying financial statement and supporting schedules pertaining t

PARADIGM SECURITIES, LLC pertaining to the firm of

L as of

DECEMBER 31, 2001 19 are true and correct. I further swear (or affirm) that neither the company

nor any partner, proprietor, principal officer or director has any proprictary interest in any account classified soley as that of

a customer, except as follows:

I
V.0 foniop

Title

mb\ NC)\LQAL‘{W% ()3/053/0{ \’ |

his report** contains (check all applicable boxes):
¥ (a) Facing page. S
¥ (b) Statement of Financial Condition. . ERR
X (c) Statement of Income (Loss). / T ’
X (d) Statement of Changes in Financial! Condition. '

¥ (e) Statement of Changes in Stockholders® Equity or Pariners’ or Sole Proprietor’s Capital.

1 () Statement of Changes in Liabilities Subordinated 10 Claims of Creditors.

X (g) Computation of Net Capital

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

2 (i) 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-]1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

7o (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-

_’

solidation.
(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.
(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

317

**For conditions of confidential treatrment of certain portions of this filing, see section 240.17a-5(e){3).

See auditors’ report
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A Financial Solutions Company

REPORT ON INTERNAL CONTROL REQUIRED BY SEC RULE 17a-5 FOR A BROKER-DEALER
CLAIMING AN EXEMPTION FROM SEC RULE 15¢3-3

To the Board of Directors and Members
of Paradigm Securities, LLC

In planning and performing our audit of the financial statements and supplemental schedules of
PARADIGM SECURITIES, LLC [the Company] for the year ended December 31, 2001, we
considered its internal control, including 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 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 (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 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 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 internal control 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 the risk that they may become inadequate because of changes in
conditions or that the effectiveness of their design and operation may deteriorate.

HABIF, AROGETI& WYNNE, LLP
Glenridge Highlands Two 8 5565 Glenridge Connector & Suite 200 # Atlanta, Georgia 30342
404.892.9651 a Fax: 404.876.3913 2 www.hawcpa.com

A Summit International Affiliate 2 Certified Public Accounrants




Our consideration of 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 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 the following matter involving the accounting
system and its operation that we consider to be a material weakness as defined above. The
Company has a limited number of employees and all accounting functions have been concentrated
on one individual. Based upon the size of the organization, the cost of additional segregation of
duties would not be considered practical or reasonable in the opinion of the President. However, our
study and evaluation disclosed no other conditions that we believed to be a material weaknesses.
These conditions were considered in determining the nature, timing, and extent of the procedures to
be performed in our audit of the financial statements of PARADIGM SECURITIES, LLC for the year
ended December 31, 2001, and this report does not affect our report thereon dated January 17,
2002.

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 December 31, 2001, to meet the
Commission's objectives except for the matter discussed in the preceding paragraph.

This report is intended solely for the information and use of the Board of Directors, management, the
Securities and Exchange Commission, the New York Stock Exchange and other regulatory agencies
that 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.

Yé/ﬂﬂ/@ﬁf !%/m LLF

Atlanta, Georgia

January 17, 2002
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INDEPENDENT AUDITORS' REPORT

To the Board of Directors and Members
of Paradigm Securities, LLC

We have audited the accompanying statement of financial condition of PARADIGM SECURITIES, LLC
[a limited liability company] as of December 31, 2001 and the related statements of operations, changes
in members' 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 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 PARADIGM SECURITIES, LLC as of December 31, 2001, 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 pages 9 through 17 is presented for the 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 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.

@/@7@% ! sl 2

Atlanta, Georgia

January 17, 2002

HABIF, AROGETI &WYNNE, LLP
Glenridge Highlands Two 8 5565 Glenridge Connector & Suite 200 8 Atlanta, Georgia 30342
404.892.9651 1 Fax: 404.876.3913 ¢ www.hawcpa.com
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Current assets

Cash

Current liability

Accounts payable

Members' equity

PARADIGM SECURITIES, LLC
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2001

ASSETS

18.108

$—

LIABILITIES AND MEMBERS' EQUITY

4.000

$_____4.000

14.108

$ 18.108

See auditors' report and accompanying notes
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PARADIGM SECURITIES, LLC
STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2001

Commissions earned $ 145.002

General and administrative expenses

Bank fees 1,052
Commissions expense 132,900
Consultants 4,408
Legal and accounting 9,920
Office expense 30
Registration fees 10,005
Rent 1,400
Travel 299

160.014

Loss from operations (15.012)

Other income

Interest income 80
Net loss $ (14,932)

See auditors' report and accompanying notes
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PARADIGM SECURITIES, LLC
STATEMENT OF CHANGES IN MEMBERS' EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2001

Balances, beginning of the year $

Contributed capital 29,040
Net loss (14.932)
Balances, end of the year $ 14,108

See auditors’ report and accompanying notes
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PARADIGM SECURITIES, LLC
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2001

Increase (Decrease) In Cash

Cash flows from operating activities
Net loss $ (14.932)
Adjustments to reconcile net loss to net
cash used by operating activities
Changes in assets and liabilities

Increase in accounts payable 4.000
Net cash used by operating activities (10.932)

Cash flows from financing activities

Contributed capital 29.040
Net increase in cash 18,108

Cash, beginning of year -

Cash, end of year $ 18,108

See auditors' report and accompanying notes
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PARADIGM SECURITIES, LLC
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2001

Note A
Summary of Significant Accounting Policies

General:

PARADIGM SECURITIES, LLC, [the Company] was organized in 2001 to serve as a registered
broker-dealer and is a member of the National Association of Security Dealers, Inc.

On January 1, 2001, the Shareholders of Paradigm Securities, Inc. contributed all of its assets
and liabilities to PARADIGM SECURITIES, LLC, [the Company], which has the same
ownership. The initial contribution consisted of cash totaling $7,419.

Income Taxes:

The LLC has elected to be taxed as a partnership. No provision for federal and state income
taxes has been made in the financial statement since the Company’s profit and losses are
reported on the individual members’ tax returns.

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 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.

Note B
Related Party Transactions

The Company has entered into a management agreement in which a related party under
common control will supply management services, NASD registration fees, payments for
professional fees, and use of its equipment, supplies, and office space. The Company, at its
sole discretion, shall pay management fees deemed fair and reasonable. This agreement will
continue until one of the parties notifies the other at least one month prior to the completion of
any one-year term of its desire to terminate the agreement. For the year ended December 31,
2001, the Company had $4,000 in accrued management fees, which will be paid under this
management agreement. The Company made no payments during 2001 in connection with
this agreement.

The Company has entered into sales agreements under which it will refer suitable and qualified
persons as potential shareholders to related parties under common control in exchange for
commission revenue. For the year ended December 31, 2001, the Company had $145,002 in
revenue under these agreements.




PARADIGM SECURITIES, LLC
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2001

Note C
Net Capital

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule
(Rule 15¢3-1), which requires the maintenance of minimum net capital requirements and
requires that the ratio of aggregate debt to net capital, both as defined, shall not exceed 15 to
one and shall not be less than $5,000. At December 31, 2001, the Company had net capital of
$14,108, which was $9,108 in excess of its required net capital. The Company's net capital ratio
was .28 to one.

Note D
Exemption from Rule 15¢3-3

The Company is exempt from Rule 15¢3-3 of the Securities and Exchange Commission and,
accordingly, is not required to maintain a reserve account for the exclusive benefit of
customers.

Note E
Major Customers/ Related Parties

The Company had commission income from two customers during 2001, which accounted for
100% of total commission income [see note B].
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FINANCIAL AND OPERATION COMBINED UNIFORM SINGLE REPORT

PART I1A
BROKER OR DEALER PARADIGM SECURITIES, LLC m ot ___12/31/01
COMPUTATION OF NET CAPITAL
1. Total ownership eQuity from Statement of Financial ConOitON. ... .. .. v evinerereneneonaneansncssneesnsn $ 14!1 08 3480
2. Deduct ownership equity nOT alowabie 10r Net CaDIB) . . . ... oitiietiiienernereerarianeanasossasnocnansos ;I 3450
3. Total ownership equity quahified 1or Net Capital « oo o vennnnnn.. e e et 14.108 3500
4. Aod:
A, Lisbilities subordinated 10 claims of genersl creditors stiowabie in computstion of NeTeEaPiItal. . ... .o vvveennanns -0- 3520
8. Other (deductions) or aliowable Credits (List). . ... ..o iiviiiiienennriertoresenansranssassasrssoanss 3525
5. TOUal €aDItal Nt 2HOWADIE SUBOFOINITET IBDIITIES . ¢ . « e v v eee e es cseeeneeneenressnnnonssnneeeneeennnnnsss s 14,108 3530
6. Deductions anc/or charges: ,v7
A. Total nonaliowabie sssets from Statement of Finsncis! Condition{Notes Band C) § 3540
B. Secured 0eMaNT NOTE OB CIBMCY . . . .. oo essernrenenansrsoiosessonns 3590
C. Commodity futures contracts and spot commodities-
PIODIIRIBIY CODIIS) CNBIDRS. . .. .. i ervronencunorsronnssrnonsnonssns [3630]
D. Other GetuCHions aNA/Or ChIPGRE . . . .. ..o et retee e s enesnesnnnsonenann £l 3620
7. Other 200i1i0NS 3NC/Or PHOWBDIE CTROITE (LISt . . L. .. . .. it iiiiiineennreneconcrsonssorscenonasonnones -0- 3630
B. Neteapital betore NarCuts ON BICUTIIIE BOMITIONS .. ..\ttt tntairenuonsonsnosereeesonnsrnreennnennnas Ys 14.108 3640
9. Harcuts on securibies [compuited, where applicable, '
pursuant to 15¢3-1 (#)):
A. Contractual SECUNTIES COMMITMENTS . . .. ... ..ouevenorenerosnioenoannss S 3650
B. SUDOTOINIIED SECUNITIEs DOTTOWINGS . . . o\ oo vt oo et ieesniernenneeenn 3670
€. Trading and investment securities:
1. ExermDIRG SECURITIES . . oo oo et et e e e e M 3735
b o T T T O -3733
B T - O 3730
Q. OUher SECUIIII®S . . . ...t ittt iietie st st an 3734
D. Undue CONCENTIATION ...\ .\ttt eeteirrarnnnancaanneeaassnacnne 650
E. Other LListh . . ... . ittt ternsocasontanosionosssonnns 3738) ¢ 3740
10, NETEIOHA o o oo oot e e e e e e e s 14,108 3750 |
OMIT PENNIES
3/78 See auditors’ report
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART (1A

BROKER OR DEALER PARADIGM SECURITIES, LLC asof ____12/31/01

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Part A
11, Minimum net capual required (6-2/3% 0 line 19) .. ... . i ittt iineronsonaonencnnsnsnssnnannasannns E S 266 I 3756
12. Minimum doliar net capital requirermnent of reporting broker or desler and minimum net capital requirement
Of subsidianes computed 10 accordance with NOTE fA) .. .. . . it iereronunanenncesirosonesnscnsaennns s 5,000 | 3758
13. Netcapital requirernent lorester 61 hn€ 11 0r 12) ... ...ttt ittt i $ 5.000 {3760
14, Excess nercapital (hine 100838 13) ... ... . i ii e e et s 9 108 | 3770
15. Excess netcapital ot 1000% (line 10 less Y0% of hine 19) . .. ... . o it yS 13,708 | avso
COMPUTATION OF AGGREGATE INDEBTEDNESS
16. Total Al liabwhities trom Statemens of Financial CoRmmitIONn. . ... ... ... .. ...ttt eireeenaenranrnnrerananen s 4,000 I 3790
17. Add:
A Draftsforsmmedhste Credht . . .. .. ... . e e e :"3 l 3800 ‘
B. Market value Of secunivies borrowed for which no equivaient
value s paid or crechted . ... ... ... e e, s 3830
C. Other untecorOe0 amMOUNISILIBt) . L ., ... .. ittt i innnnnenennennnons s 382018 ~0- 3830
19, TO100 B00Te01E INOEDIBMESS . . .. . ..ottt et e e e e e e e e ettt $ 4.000 3840
20. Perceniage ot aggregate indebtedness to netcapital Lline 19<by hine 10) . . ... .. ... i il i e e % 28.35% | 3ss0
21. Percentage ot debt to debt-equity totsl computed in sccordance with Rule 15¢3-1 {d) .. .o c i iei it % 3860
COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT
Pant 8
22. 2% of combined aggregate debit items a8 shown in Formula for Reserve Requirements pursusnt to Rule
15¢3-3 prepared 83 of the date o the net capitsl COMPULtON INCluAInG both brokers or Oeslers
N0 CONSOHTated SUDSIOIANES BBDItS . . (.. . ... ..ttt e bt ae e, s 3870
23. Minimum doliar net capiial requirement of reporting broker or desier and mwnumum net capiItal
requirement of subsicharies compuled 1h accordance with NOW LAY . .. ... ...t .iuinieneeineaarannennnns, s 3880
248. Netcapital requirement (grester Of N€ 22 0r 23} . ... ..ottt ot ittt ettt ae e $ 3760
25. Excessnetcaptal (hne 10 1888 28) . ... . ... ... it iieeiiiabeeeaaes et et $ 3910
26. Net capital in excess of:
5% of combined sggregate Oebit atems or $120000 . ... .. ..ot it ittt e et s [ 3920 }
OMIT PENNIES
NOTES:
tA) The mimimum net capitsl requirement should be computed by adding the minimum dollar net capits! requi

8)

[{od]

a3

of the reporting broker dealer and, lor each subsidisry to be consolidated, the grester of:

1. Minimum dollar ney capital reauirement. or

2. 8-2/3% of sggrepate incebtadnass or 2% of sggregete debits if siternative method is used.

Do not dedurt the value o securities borrowed under SUDOITINSON POrEEMENts Or secured demand note
covered by subordinanion agreements not in satisfactory form and the market values of memberships n
exchanges contnbuted for use of company (contra to item 1740) and partners’ securities which were
included 1n non-aliowsble gssets.

For reports filed pursuant 10 paragraph {d) of Ruie 1785, respondent should provide 8 list of materisl

non-aliowsbie assets.

See auditors’ report
-10-




PARADIGM SECURITIES, LLC
RECONCILIATION OF COMPUTATION OF NET CAPITAL
(RULE 15¢3-1 PURSUANT TO RULE 17a-5(d)(4))

DECEMBER 31, 2001

Percentage
of Aggregate
Indebtedness

to Net

Net Capital indebtedness Capital

14,108 $ 4,000

Company's computation $ 28.35 %

Additional expense accruals,
revenue and expense
adjustments

$ 14,108 $ 4,000 28.35 %

See auditors' report
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART llA

BROKER OR DEALER PARADIGM SECURITIES. LLC

For the period (IMMODYY) from ___1/01/01 wo__12/31/01

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

1. Balance, DEGINMING B DR . « .« o v v ee e ta s e e ee e s e et et e e e e e e e e s ~0- 4240

A Net inCOme (1035). ... ottt rtiont oo rnnrearosoeetonasserrnosnnnnnennns e eateemen e ( 14,932) 4250

B. Additions {Includes non<conforming eapital o . . . ... .. ...t Ys 4262 | 29,040 4260

C. Deductions {Inciudes non<conformingcadital of . . .. ... ................. $ 4272 |y 4270
2. Balance, en0 of Period (From item IBOD) . ... ovvrer et eteeererssssaseeresresreraronassarssenrnesons $ 14,108 l 4290 ]

STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS

3. Balance, Dginning OF POFIOT .« . veenorunneaseneeeennsnunsssnaseeoeesasaensassssnasasansossosssonnnn ¥s 4300

R T 1T Y 4310

L J o T L I 4320
4. Balance, end of Period (From item 3520). .. ..ottt ittt ie it eeiiiee e aneeeeanirecnsnnenar e $ l 4330
OMIT PENNIES

yn See auditors’ report
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART lIA
12/31/01
BROKER OR DEALER PARADIGM SECURITIES, LLC ss of
Exemptive Provision Under Rule 15c3.3
25. It an exemption from Rule 15¢3-3 is claimed, identify beiow the section upon
which sucth exemplion is based (check one only)
A (k) {1)—32,500 capital category 83 Per RuUl® 15C3-1 .. ... .c.iirvicirurneoncscconcnannsssssascosssasarnans X l 4559'
B. (k) {(2){A)—"Specisl Account for the Exciusive Benetit of
CUSIOMErE” MBINIBINGD .. .o.iuiuiiiiiieieetitneenseeensenrsassnsnsnessssssnsoasanas cenene cvees l 4580 l
C. (k) (2](B}—All customer transactions cisared through snother
broker-desier on a fully disclosed basis. Name 0f cissring
tirm [a33s] 4570
D. (k) (3)=Exempied Dy Oroer of th® COMMISSION ..... ..coooveiiininracrncsnsssanerons evecenes vereserane 4580
Ownership Equity snd Subordinated Liabililies maturing ot proposed 1o be
withdrawn within the next six months and accruais. (as defined below),
which have not been deducisd in the computstion of Net Capital.
Type of Proposed
withdrawal or Amount 10 be With- - {MMDDYY}
Accruat Insider or drawn {Cash amount Withdrawai or
See beiow for Outsider? snd/or Net Capital Maturity
code 10 enter Name of Lender or Comributor {In or Out) Value of Secunties) Date {yss or no)

»
B
>4

4600 601

&
[

4810 4811 4612

]

4621

4

4820

el 7 [

4631

te
»

630

0

4840

¥4

>
3

1 [ e

B f 2

JRERERERORERERRCRE
IR

M [eeso | faesa]
M [aceo | PYTY) [Tasea] 4885
M [Tae70]) 4671 4873 [as74] [as75]
! [T4ee0] ass1 [aens] [aesa] [esns]
M [ass0 | 4891 [aes3] 4804 [ases ]
TOTAL 83 4899
OMIT PENNIES

Instructions: Detail listing must include the 10ta) of items maturing during the six month period lotowing the
report gate, regaroless of whether or not the capitat contribution is expecied 10 be renswed. The
schedule must aiso incClude proposed capital withdrawais scheduled within the six month
period toliowing the repon aste incluging the proposed recemption of stock and payments of
liabilities secured by fixed assets (which are consioersd ailowable assets in the capital computstion
pursuant 1o Rute 15¢3-1(C)(2Kiv)), which could be required by the lenver on demand of in 833

than sizx months.
WITHDRAWAL CODE: DESCRIPTION

1 Equity Capital

2. Suboroinsted Lisbilities
3. Accruals

4 15¢3-1(c)(2j(iv) Liabilities

See auditors’ report
-13-
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