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OATH OR AFFIRMATION

[, Dean A. Lindquist swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
UBS Fund Services (USA) LLC

2001
December 3i- 1% are true and correct. 1 further swear (or affirm) that neither the company

10T any partner, proprietor, principal ofﬁccr or director has any proprietary interest in any account classified soley as that of
| customer, except as follows:

., as of

Chief Financial Officer

Notary P / Tide

My Commission Expires Septembel 30,

is report** contains (check all applicable boxes):
. (a) Facing page..
. (b) Statement of Financial Condition.
. (¢) Swatement of Income (Loss).
- (d) Statement of Changes in Financial Condiuon.
(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Propnetor’s Capital.
(f) Statement of Changes in Liabiliues Subordinated to Claims of Creditors.
(g) Computation of Net Capital ,
{h) Computauon for Determuinauon of Reserve Requirements Pursuant to Rule 15¢3-3.
(1) Information Relating 1o the Possession or controt Requirements Under Rule 15¢3-3.
() A Reconciliation. including appropnate explanauon. of the Computauon of Net Capital Under Rule 15¢3-1 and the
Computaton for Determunaton of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidauon.
(hh An QOath or Afﬁrmauon
(m)A copy of the SIPC Supplemenial Report.
(n) A report describing anv matenal inadequacies {ound (o exst or found to have existed stnee the date of the previous audit.

ar conditons of cdnﬁdehrib/ trearment of certain portions of this filing, see section 240.17a-5(e)(3).
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Independent Auditors’ Report

The Members
UBS Fund Services (USA) LLC

We have audited the accompanying statements of financial condition of UBS Fund Services (USA)
LLC (f/k/a Allegis Capital LLC) as of December 31, 2001 and 2000, and the related statements of
operations, changes in members’ capital and cash flows 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 audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States.
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 audits provide 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 UBS Fund Services (USA) LLC at December 31, 2001 and 2000, and the results
of its operations and its cash flows for the years then ended, in conformity with accounting principles
generally accepted in the United States.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken
as a whole. The accompanying Computation of Net Capital under Rule 15¢3-1 of the Securities
Exchange Commiission 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
Exchange Act of 1934. Such information has been subjected to the auditing procedures applied in the
2001 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.
St + MLLP

February 1, 2002




UBS Fund Services (USA) LLC

Statements of Financial Condition

December 31,

2001 2000

Assets

Cash $ 233,231 § 243,481

Accounts receivable 15,000 15,000

Prepaid expenses 22,366 21,730

NASD deposits 4372 4,502
Total assets $ 274969 $§ 284,713
Liabilities and members’ capital

Liabilities:

Accounts payable h) - $ 17,083

Accrued expenses 19,500 11,769
Total liabilities 19,500 28,852
Commitments and contingencies
Members’ capital:

Contributed capital 150,000 150,000

Retained earnings 105,469 105,861
Total members’ capital 255,469 255,861
Total liabilities and members’ capital $ 274969 § 284,713

See accompanying noftes.




UBS Fund Services (USA) LLC

Statements of Operations

Year ended December 31,

2001 2000

Service fee income $ 60,000 $ 60,000
Operating expenses:

Registration fees 21,767 25,786

Membership fees 880 750

Outside services 12,846 10,500

General and administrative expenses 2,143 425
Total operating expenses 37,636 37,461
Net income $ 22364 $ 22,539

See accompanying notes.




UBS Fund Services (USA) LLC
Statements of Changes in Members’ Capital
Managing  Minority

Member’s Member’s Retained
Capital Capital Earnings Total

Balance at January 1, 2000 $ 148,500 $ 1,500 $ 83,322 §233.322
- - 22,539 22,539

Net income
Balance at December 31, 2000 148,500 1,500 105,861 255,861

Distribution to members - (22,756) (22,756)
- - 22364 22,364

Net income
Balance at December 31, 2001 $ 148,500 $ 1,500 $ 105,469 § 255,469

See accompanying notes.




UBS Fund Services (USA) LLC

Statements of Cash Flows

Year ended December 31,

2001 2000
Cash flows from operating activities
Net income $ 22364 § 22,539
Adjustments to reconcile net income to net cash provided by operating
activities:
Increase (decrease) in cash arising from changes in operating
assets and liabilities:

Prepaid expenses (636) 640

NASD deposits 130 255

Accounts payable (17,083) 15,083

Accrued expenses 7,731 6,219

Net adjustments (9,858) 22,197
Net cash provided by operating activities 12,506 44,736
Cash flows from financing activities:
Distribution to members (22,756) -
Net increase (decrease) in cash (10,250) 44,736
Cash at beginning of year 243,481 198,745
Cash at end of year $ 233231 § 243,481

See accompanying notes.




UBS Fund Services (USA) LLC
Notes to Financial Statements

December 31, 2001 and 2000

1. Organization

UBS Fund Services (USA) LLC, (the “Company”) (f/k/a Allegis Capital LLC), a Delaware limited
liability company, was organized on June 30, 1996. The Company commenced operations on October
1, 1996, and became a registered broker-dealer with the Securities and Exchange Commission
(“SEC”) under the Securities Exchange Act of 1934, and a member of the National Association of
Securities Dealers, Inc. (“NASD”) on December 20, 1996. UBS Realty Investors LLC, (“URI™), a
Massachusetts limited liability company, is the sole managing member of the Company, holding a 99%
member interest. URI was organized on April 24, 1996, and is a registered investment adviser under the
Investment Advisers Act of 1940. ARI Acquisition Corporation (“ACQ”), a Massachusetts corporation
organized on April 29, 1996, is the minority member of the Company, holding the remaining 1%
member interest.

On December 17, 1999, UBS (USA), Inc. (“UBS”), a Delaware corporation wholly-owned by UBS
AG (a banking corporation organized under the laws of Switzerland) purchased all of the outstanding
common stock of ACQ, the minority interest in URI previously owned by URI Management, and the
minority interest in UBS AgnVest LLC previously owned by UBS AgriVest LLC employees
(collectively the “Purchase”). Prior to the Purchase, URI was known as Allegis Realty Investors LLC.

2. Summary of Significant Accounting Policies

Revenue Recognition

Service fee income is recognized as income when services are performed.
Income Taxes

No provision for income taxes has been made in the financial statements, since income, losses and tax
credits are passed through to the individual members.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States 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 income and expenses during the reporting period. Actual results
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could differ from those estimates.




UBS Fund Services (USA) LLC
Notes to Financial Statements (continued)

3. Related Party Transactions

Effective October 1, 1996, the Company entered into a Services Agreement (“Agreement”) with URI
to provide certain administrative, operating and other support services to URI, as needed for the
distribution of private investment offerings to institutional investors, for a fixed fee. All service fees
included in the accompanying financial statements were eamed under this Agreement.

In addition, the registered representatives of the Company are duly registered investment adviser agents
of URL URI has agreed to absorb certain expenses of the Company since the primary business
activities of such individuals relate to the investment advisory activities of URI. These expenses will not
be allocated to the Company, and as such have not been included in the accompanying financial
statements. These expenses include facilities and other occupancy and information technology expenses,
salary and employee benefit expenses, and other general and administrative expenses.

4. Net Capital Requirements

The Company is a limited broker-dealer pursuant to SEC Rule 15¢3-1(a)(2)(vi). This Rule requires the
maintenance of minimum net capital of $5,000. The Company’s aggregate indebtedness to net capital
shall not exceed the ratio of 15 to 1. Net capital totaled $213,731 and $214,629, at December 31,
2001 and 2000, respectively. These balances were $208,731 and $209,629 in excess of required net
capital, respectively. There was no allowable indebtedness outstanding at December 31, 2001 or 2000.




UBS Fund Services (USA) LLC

Computation of Net Capital Under Rule 15¢3-1
of the Securities and Exchange Commission

December 31, 2001

Net worth $ 255,469
Less: non-allowable assets (41,738)
Less: haircuts -
Net capital 213,731
Net capital requirement 5,000
Excess net capital $ 208,731

The above computation does not differ from the computation of net capital and excess net capital under
rule 15¢3-1 as of December 31, 2001 as filed on Form X-17A-5 on January 22, 2002.
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Report of Independent Auditors on Internal Accounting
Control Required by SEC Rule 17a-5

Board of Directors
UBS Fund Services (USA) LLC

In planning and performing our audit of the consolidated financial statements and supplemental
schedules of UBS Fund Services (USA) LLC (f/k/a Allegis Capital LLC) (the Company), for the
year ended December 31, 2001, we considered its internal control, including control activities for
safeguarding securities, in order to determine our auditing procedures for the purposes of
expressing our opinion on the consolidated financial statements and not to provide assurance on
internal control.

Also, as required by rule 17a-5(g)(J) 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 comparison, (ii) recordation of differences required by
Rule 17a-13, and (iii) 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 cost of controls and of the practices and procedures referred to in the
preceding paragraph and to assess whether those practices and procedures can be expected to
achieve the SEC’s above-mentioned objectives. Two of the objectives of internal control and the
practices and procedures are to provide management with reasonable but not absolute assurance
that assets for which the Company has responsibility are safeguarded against loss from
unauthorized use or disposition and that transactions are executed in accordance with
management’s authorization and recorded properly to permit the preparation of financial
statements in conformity with generally accepted accounting principles. Rule 17a-5(g) lists
additional objectives of the practices and procedures listed in the preceding paragraph.

Ernst & Young Lip is a member of Ernst & Young International, Ltd.
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Because of inherent limitations in internal control or the practices 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
conditions or that the effectiveness of their design and operation may deteriorate.

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 error or fraud in amounts that would be material in relation other financial statements
being audited may occur and not be determined within a timely period by employees in the
normal course of performing their assigned functions. However, we noted no matters involving
internal control, including control activities for safeguarding securities, that we consider to be
material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the SEC to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934 and related regulations, and that practices
and procedures that do not accomplish such objectives in all material respects indicate a material
inadequacy for such purposes. Based on this understanding and on our study, we believe that the
Company’s practices and procedures were adequate at December 31, 2001, to meet the SEC’s

criteria.

This report is intended solely for the information and use of the Board of Directors, management,
the SEC, 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.
é/vmvt ¥ MLLP

February 1, 2002




