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(212) 612-6644

State of New York )
) SS:
County of New York )

February 5, 2002

OATH OR AFFIRMATION

I, James A. Phillips, swear that, to the best of my knowledge and belief, the accompanying financial
statements and supporting schiedules pertaining to the firm of Telemetry Securities, L.L.C. as of
December 31, 2001, are true and correct. | further swear that neither the Company nor any partner,
proprietor, principal officer or director has any proprietary interest in any account classified solely as that
of a customer.

By: Telemetry Investments, L.L.C.
" as its Manager

QO o
GCM f Q/}_
James A. Phillips /
Chief Operating Officer

Subscribed and sworn before me this
o_& "‘day of February, 2002

p)a\/m/)i::«t’/\ )/\’L M/L/v A

Notary Public

CHRISTINE M. KUNDA
Notary Public, State of New York
No. 01KU5048106 t
Qualified in Richmond County — ~~
Commission Expires Aug. 14, 200



ANDERSEN

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To the Member of
Telemetry Securities, L.L.C.:

We have audited the accompanying statement of financial condition of Telemetry Securities, L.L.C.

(a Delaware limited liability company and a wholly owned subsidiary of Telemetry Fund I, L.P.) as of
December 31, 2001 that you are filing pursuant to rule 17a-5 under the Securities Exchange Act of 1934.
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
financial statement is free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statement. 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 statement of financial condition referred to above presents fairly, in all material respects,
the financial position of Telemetry Securities, L.L.C. as of December 31, 2001 in conformity with

accounting principles generally accepted in the United States.
NN L1p

New York, New York
February 5, 2002




TELEMETRY SECURITIES, L.L.C.

STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2001

ASSETS

ASSETS:
United States common stock owned, at market value
Receivable from clearing broker
Other assets
Total assets

LIABILITIES AND MEMBER’'S EQUITY

LIABILITIES:
United States common stock sold, but not yet purchased, at market value
Accounts payable and accrued expenses
Total liabilities

MEMBER’S EQUITY
Total liabilities and member’s equity

The accompanying notes are an integral part of this statement.

$ 72,259,611
65,016,543

20,000

$ 137,296,154

$ 71,845,140
2,042,640
73,887,780

63,408,374
$ 137,296,154




TELEMETRY SECURITIES, L.L.C.

NOTES TO STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2001

1. ORGANIZATION AND BUSINESS

Telemetry Securities, L.L.C. (the “Company”) is a Delaware limited liability company and a wholly owned
subsidiary of Telemetry Fund |, L.P. The Company is a registered broker/dealer in securities with the
Securities and Exchange Commission and is a member of the American Stock Exchange. The Company
was formed for the purpose of engaging in investment and trading activities and strategies on a global basis
in the form of securities and other financial instruments of the United States and foreign entities.

The Company shall continue until December 31, 2030 unless otherwise sooner dissolved or extended by
Telemetry Investments, L.L.C. in its capacity as manager of the Company.

As the Company clears all transactions through another broker-dealer, it is exempt from the Securities and
Exchange Commission’s (*SEC”) Rule 15¢3-3 pursuant to provision (k)(2)(ii) of such ruie.

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

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 disclosures of contingent assets and liabilities at the date of the statement of
financial condition. Actual results could differ from those estimates.

Securities Transactions

Securities transactions are recorded on a trade-date basis. United States common stock owned and United
States common stock sold, but not yet purchased, are valued at market.

Receivable from Clearing Broker

Receivable from clearing broker includes cash held at the clearing broker, Merrill Lynch Professional
Clearing Corporation (the “Clearing Corporation”). Substantially all of the Company's cash and securities are
held with the Clearing Broker.

Revenue Recognition

Interest income and expense are recognized on an accrual basis as earned or incurred. Dividend income is
recognized on ex-date.

Income Taxes
No provision for income taxes has been reflected in the accompanying financial statements since a limited

liability company is not responsible for the payment of federal income taxes. All revenues and expenses
retain their character and pass through directly to the individual member.




TELEMETRY SECURITIES, L.L..C.

NOTES TO STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2001

3. NET CAPITAL REQUIREMENT

The Company, as a registered broker/dealer in securities with the SEC, is subject to the Uniform Net Capital
Rule (Rule 15¢3-1) of the SEC, which requires the maintenance of minimum net capital equal to the greater
of the amount of net capital required by Rule 15¢3-1 or $100,000 and requires that the ratio of aggregate
indebtedness to net capital, both as defined, shall not exceed 15to 1. At December 31, 2001, the Company
had net capital of $44,482,397, which was $44,346,221 in excess of its required net capital of $136,176. At
December 31, 2001, the Company’s ratio of aggregate indebtedness to net capital was .046 to 1. The
capital rules of the SEC and the American Stock Exchange also provide that equity capital may not be
withdrawn or cash dividends paid if resulting net capital would be less than the minimum requirements.

Proprietary accounts held at the Clearing Broker (“PAIB assets”) are considered allowable assets in the
computation of net capital pursuant to an agreement between the Company and the Clearing Broker which
requires, among other things, for the Clearing Broker to perform a computation of PAIB assets similar to the
customer reserve computation set forth in Rule 15¢3-3.

4. FINANCIAL INSTRUMENTS WITH
OFF-BALANCE SHEET RISK AND
CONCENTRATIONS OF CREDIT RISK

In the normal course of business, the Company used various financial instruments as part of its strategies to
meet its investment abjectives. The execution, settlement and financing of these transactions may result in
off-balance sheet risk or concentration of credit risk.

The Company may be exposed to a risk of loss not reflected in the statement of financial condition for United
States common stock sold, but not yet purchased, should the value of such securities rise. The Company's
principal activities are subject to the risk of counterparty nonperformance.




ANDERSEN

To the Member of Telemetry Securities, L.L.C.:

In planning and performing our audit of the financial statements and supplemental schedules of Telemetry
Securities, L.L.C. (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 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 (the “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 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 judgements 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, 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 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, including control activities for safeguarding
securities, that we consider to be 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 objectives.

This report is intended solely for the information and use of management, the SEC, the American 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

for anyone other than these specified parties.
W Nk L

New York, New York
February 5, 2002




