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Report of Independent Accountants acsimile  (646)

To the Members of Newtek Securities, LLC:

In our opinion, the accompanying balance sheet presents fairly, in all material respects, the financial position
of Newtek Securities, LLC at December 31, 2001 in conformity with accounting principles generally
accepted in the United States of America. 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 of this statement in accordance with auditing standards generally accepted in the United
States of America, which require that we plan and perform the audit to obtain reasonable assurance about
whether the balance sheet is free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the balance sheet, assessing the accounting principles
used and significant estimates made by management, and evaluating the overall balance sheet presentation.
We believe that our audit of the balance sheet provides a reasonable basis for our opinion.

Cristsnttfusnalaagpio AL

February 22, 2002




NEWTEK SECURITIES, LLC

BALANCE SHEET

DECEMBER 31, 2001

ASSETS
Cash

Total assets

LIABILITIES AND MEMBERS' EQUITY

Accounts payable and accrued expenses

Members’ equity

Total liabilities and members’ equity

The accompanying notes are an integral part of the financial statement
2.

$ 85,978
$ 85,978
$ 19,784

66,194
3 85,978




NEWTEK SECURITIES, LLC

NOTES TO FINANCIAL STATEMENTS

NOTE1 - ORGANIZATION AND NATURE OF BUSINESS:

Newtek Securities, LLC (the "Company") is a New York Limited Liability Company that was
formed on February 22, 2000. As of December 31, 2001, the Company is 99% owned by PPM Link,
LLC, and 1% owned by Newtek Capital, Inc. Effective April 30, 2001, the Company commenced
operations as a broker-dealer registered with the Securities and Exchange Commission (the "SEC") and
became a member of the National Association of Securities Dealers, Inc. The Company’s business is
primarily comprised of investment banking services.

NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES:

Cash and cash equivalents

Cash and cash equivalents include highly liquid instruments with original maturities of three
months or less.

Revenue recognition

The Company recognizes consulting revenues as earned. Consulting revenues are earned
at the time the related services are provided and when the right to receive payment is assured.

Income taxes

The Company is a Limited Liability Company (“LLC") and in lieu of corporate taxes, the
members of the LLC are taxed on their proportionate share of the entity’s taxable income. Accordingly, no
liability for federal, state and local income taxes has been recorded in the accompanying financial
statements.

Use of estimates

The preparation of financial statements in conformity with generally accepted accounting
principles in the United States of America requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosures of contingent assets and liabilities at
the date of the financial statements and the reported amounts of revenue and expense during the
reporting period. Actual results could differ from these estimates.

NOTE3- NET CAPITAL REQUIREMENT:

The Company is subject to SEC Uniform Net Capital rule (rule 15¢3-1), which requires the
maintenance of minimum regulatory net capital and further requires that the ratio of aggregate
indebtedness to regulatory net capital, both as defined, shall not exceed 8:1. At December 31, 2001, the
Company had regulatory net capital of $66,194, which was $61,194 in excess of its required minimum
regulatory net capital of $5,000. The Company’s ratio of aggregate indebtedness to net capital was .30:1.




NOTE4- RELATED PARTY TRANSACTIONS:

The Company operates its business from the majority member's office and, as such, incurs
no rent or other related overhead expenses. During 2001, the Company was charged certain
administrative expenses by a member. In addition, theCompany paid approximately $2,500to a related
party for web site related services.

During 2001, the Company entered into agreements with two affiliated companies to
provide placement services of securities for the parties. In consideration for the Company'’s services as
placement agent, a placement fee equal to nine percent of the gross proceeds of each closing shall be
paid upon such closing. "

During the year ended December 31, 2001, the Company did not receive any fees for these

services. The Company did, however, receive an aggregate of $20,000 in consulting income from these
affiliates. Such amount has been included in the consulting income on the statement of operations.




