Y L

OMB APPROVAL -
M umber: 3235-012
xpires: October 31, 2001

é UNITED STATES
CURITIES AND EXCHANGE COMMISSI
stimated average burden

w | MeemDome ours por esponet -1 1800

\ ANNUAL AUDITED REEDREE. )\~ recers NGER

AN

il

g} 0200715 FORM X-17A< 2%
PART lli
FACING PAGE e
Information Required of Brokers and Dealers Purstiaht 6 ectlon 17 of the
Securmes Exchange Act of 1934 and Rule 17 ‘
REPORT FOR THE PERIOD BEGINNING __01/01/0L AND ENDING __1%/31/01
MMWDOYY - MW/DOYYY
A. REGISTRANT IDENTIFICATION
NAME OF BROKER-DEALER: : S OFFICIAL USE ONLY
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do notuse P.O. BoxNoy). -~
135 East 57th Street ‘
R ) ) (No. and Street) o . ) . IS
New York A N ’ ' (o2
' (City) (Stats) {Zip Code) ' s

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT

Kevin J Blanchfield S w0740 T B
(Area Code - Telephone No.y /., -,

VIR

B. ACCOUNTANT IDENTIFICATION R A
INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report* S
Ernst & Young LLP
{Name - of individual, state last, first, middte name) _ ]
787 Seventh Avenue - New York -NY . 10019
(Address) ) » (City) ) (Stém . . (Zip Code)
CHECK ONE: , '
@ Certified Public Accountant L PROCESSED
0O Public Accountant LR ' . '
0 Accountam not resident in Umted States or any of its possessnons . APR 0 2 2002 P
FOR OFFICIAL USEONLY ~ THOMSOQON ‘
R FINANCIAL

*Claims for exemption from the requirement that the annual report be covered by tHe Obinion of an independent public accountant
must be supported by a statement of facts and circumstances relied on as the basis for the exemption. See section 240.17a-5(e)(2).

EC 1410 (7-00) Persons who are to respond to the collection of information contained l ( 200 }

in this form are not required to respond unless the form dlsplays
a currently valid OMB control number.



a mu.mnnﬂr;:»
@

agnoR
3

OA TH OR AFFIRMATION

I Kevin J Blanchfield

, swear (or affirm) that, to the

best . of my knowledge and belief the accompanying fmancnal statements and supporting schedules pertaining to the firm of

_ GAM SERVICES INC

, as of

December '31 , 2001

, are true and correct.

I further swear (or affirm) that neither the company

nor any partner, proprietor, principal ofhcer or director has any proprietary interest in any account classified soley as thatof a

customer, except as follows:

Notary Pubhc

@MW

3 (a) . Facing page..
3 &) qtatamen’ ofFinancial Condition.
a3 (<) Statemen‘ of Operations.

(d) Statement of Cash Flows.

_ Commission Expires March 8

,//

Treasurer .

Signature /

SUSA SORRENTINO CARABELLO
Not:lry Public, Siate of New York
No. 01CA6020933

Qualified in New York Coun'g 2

This repot™ contains (check all applicabie boxes):

Title

(e) fotalement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietor’s Capxtal
(F) Statement of Changes in Liabilities Subordinated to Claims or Creditors.

Computation of Net Capital.

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

(1) Infermation Relating to the Possession or control Requirements.Under Rule 15¢3-3.

(i ) A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Ru!e 15¢3-1 and the

* Computation for Determination of the Reserve Requirements Under Exhibit A or Rule 15¢3-3. -
(k) A Reconciliation between the audited and unaudnted Statements of Financial Condition with respect to methods of con-

solidation.
() An Oath or Affirmation.

(rm) A copy of the SIPC Supplemental Report.

Commission Regulation 30.7.

A report describing any material inadequacies found to exist or found to have ex:sted since the date of the previous audit.
(o) Schedule of Segregation Requirements and Funds in Segregation for Customers Trading on U.S. Commodity Exchanges _
(p) Statement of Secured Amount and Funds Held in Separate Accounts for Foreign Futures and Options Customers Pursuant to

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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i’l ERNST&YOUNG & Ernst & Young LLp & Phone: (212) 773-3000

787 Seventh Avenue www.ey.com
New York, New York 10019

Report of Independent Auditors

To the Stockholder of
GAM Services Inc. and Subsidiary

We have audited the accompanying consolidated statement of financial condition of GAM
Services, Inc. and Subsidiary (the “Company”) for the year ended December 31, 2001. This
financial statement is the responsibility of the Company’s management. Our responsibility is
to express an opinion on this financial statement based on our audit.

We conducted our audit 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 consolidated statement of financial condition is free
of material misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the consolidated statement of financial condition. An audit
also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall consolidated statement of financial condition
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the consolidated statement of financial condition referred to above presents
fairly, in all material respects, the consolidated financial position of GAM Services Inc. and
Subsidiary at December 31, 2001, in conformity with accounting principles generally
accepted in the United States.

St LLP

February &, 2002

Ernst & Young LLP is a member of Ernst & Young International, Ltd.



GAM Services Inc. and Subsidiary
Consolidated Statement of Financial Condition

December 31, 2001

Assets

Cash and cash equivalents
Distribution fees receivable
Due from Parent

Prepaid expenses

Property and equipment, net
Other assets

Liabilities and stockholder’s equity
Liabilities:
Accounts payable and accrued expenses -

Stockholder’s equity:
Common stock, par value $1 per share; 3,000 authorized shares;
issued and outstanding 100 shares
Additional paid-in capital
Retained earnings

See notes to consolidated statement of financial condition.

$ 2,423,256
318,861
271,284
108,728

4,130
138,871

$ 3,265,130

$ 509,610

100
259,563
2,495,857

2,755,520

$ 3,265,130
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GAM Services Inc. and Subsidiary

Notes to Consolidated Statement of Financial Condition

December 31, 2001

1. Organization

GAM Services Inc. (the “Company”), a Delaware corporation, was organized on October 3,
1989. The Company is a wholly owned subsidiary of Global Asset Management (USA) Inc.
(the “Parent”) and serves as distributor for GAM Funds, Inc (the “Funds’). On December
17, 1999, GAM Admin B.V,, the parent of the Parent, was acquired by UBS AG.

The Company owns all of the outstanding common stock of GAM Funding Inc. (“GAM
Funding”). GAM Funding, a Delaware Corporation, commenced operations in May 1998.

All intercompany balances have been eliminated in consolidation.
2. Significant Accounting Policies

The Company considers money market funds with maturities at acquisition of less than three
months to be cash equivalents.

The preparation of the consolidated statement of financial condition in conformity with
accounting principles generally accepted in the United States requires management to make
estimates and assumptions that affect the amounts reported in the consolidated statement of
financial condition and accompanying notes. Actual results could differ from those estimates.

3. Revenue Recognition

Pursuant to distribution agreements, the Company acts as principal underwriter for the Funds.
The Company may bear the fees payable to Securities Dealers and Shareholder Service
Agents (“Dealers”) for which it has entered into dealer and shareholder service agreements.

For providing such services and payments the Company receives distribution fees. The
Company receives distribution fees at an annual rate of up to .30%, 1% and .50% of each
applicable Fund’s daily net assets attributable to Class A, C and D shares, respectively. A
substantial amount of these fees are used to make payments to Dealers. Distribution fees
eamed on Class B shares are financed by GAM Funding to an unrelated third party.

Commissions and underwriting fees eamed are recorded on a trade-date basis.
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GAM Services Inc. and Subsidiary

Notes to Consolidated Statement of Financial Condition (continued)

4. Income Taxes

The Company will be included in the consolidated federal and combined state and local tax
returns of the Parent. The Company computes its income taxes on a stand alone basis.

On a separate company basis, the Company generated a federal, state and local net operating
loss for the year ended December 31, 2001, which will be utilized under the Company’s tax
sharing agreement to offset taxable income of the Parent and its subsidiaries for federal, state
and local tax purposes. The Company has recorded in intercompany receivable from the
Parent of $271,284 due to the Parent’s full utilization of the Company’s net operating losses
On prior year returns.

The Company has also recorded a net deferred tax asset of $31,143, primarily due to the
difference between book and tax depreciation, which is included in “Other assets” on the
consolidated statement of financial condition.

The difference between the statutory rate and the Company’s effective tax rate is due to state
and city taxes.

5. Fixed Assets

Furmniture, fixtures, office and computer equipment and leasehold improvements are carried at
cost. Depreciation of furniture, fixtures, office and computer equipment is computed by the
straight-line method, using estimated useful lives of three and four years. Leasehold

improvements are amortized over the shorter of the economic life or the term of the lease.

Property and equipment at December 31, 2001 is as follows:

Office equipment $ 144,253
Furniture and fixtures 7,256
151,509

Accumulated depreciation 147,379
$ 4,130



GAM Services Inc. and Subsidiary

Notes to Consolidated Statement of Financial Condition (continued)

6. Net Capital Requirement

The Company is subject to the Securities and Exchange Commission’s Uniform Net Capital
Rule (Rulel5¢3-1), which require the maintenance of minimum net capital and requires that
the ratio of aggregate indebtedness to net capital, both as defined, shall not exceed 151to 1. At
December 31, 2001, the Company had net capital of $2,032,212, which was $1,998,238 in
excess of its required minimum net capital.

7. Concentration of Credit Risk

Substantially all of the Company’s cash and cash equivalents are on deposit with two major
financial institutions.

8. Related Party Transaction
The Company shares office space, personnel and other common administrative expenses

with its Parent. Administrative expenses are allocated to the Parent and the Company as
determined by the Board of Directors of the Parent.



