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OATH OR AFFIRMATION

[, ANDREW J., ASTRACHAN swear (or affirm) that, o the
sest of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

ONYX PARTNERS _ TNCORPQORATED. ' : as of

JUNE_230 199002 are true and correct. I further swear (or affirm) that neither the company .

101 any partner, proprietor, principal officer or director has any proprictary interest in any account classified soley as that of
i customer, except as follows:

NONE
— ' N\ ANV AN |
A m "SILVIA. 6. RODRIGUEZ :
- £ Comm. £.1265344
U) E=a'2EA3R noTaRY PUBLIC-CALIFORNIA :
Los Angeles County - ~ Signature N
? My Comm. Expires June 23, 2004 "" . :
PRESIDENT

This report** contains (check all applicable boxcs)
(a) Facing page.
(b) Statement of Financial Condition.
(c) Statement of Income (Loss).
(d) Statement.of Changes in Finandal Condition.
(¢) Statement of Changes in Stockholders® Equity or Partners’ or Sole Proprietor's Capxtal
() Statement of Changes in Liabilities Subordinated to Claims of Creditors.
(g) Computation of Net Capital
(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
{i) Information Relating to the Possession or control Requirements Under Rule 15¢3-3.
() A Reconciliation, i including: appropnazc explanation, of the Computation of Net Capital Under Rule 15c3-1 and the
Computation | ‘for Dctcrmmauon crf»{h: Reserve Requirements Under Exhibit A of Rule 15¢3-3.
(k) A Rcconcxhalion bclwccn r.hc auducd §nd unaudited Statements of Financial Condition with respect to methods of con-
solidation. 2 e
() An Oath or Aﬁ'rmanon
(m)A copy of lhd SIPC SupplétientaleR pon
" (n) A report dscnbmg any. matcnahmad:quacxcs found o exist or found to have existed since the date of the previous audit.
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MOSS-ADAMS LLP i)

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR'S REPORT

The Board of Directors
Onyx Partners, Incorporated

We have audited the accompanying statement of financial condition of Onyx Partners, Incorporated as
of June 30, 2002, and the related statements of operations, changes in stockholders' equity, and cash
flows for the year then ended. These financial statements are the responsibility of the Company's
management. Qur 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 Onyx Partners, Incorporated as of June 30, 2002, 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 Schedules 1 and 2 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 of the Securities and Exchange Commission and Rule 260.237.1 of the
California Corporate Securities Law of 1968. 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.

e toms LA

Los Angeles, California
August 2, »2002

A member of

Moores Rowlard International
an association of independent
accounting firms throughout
the worles
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ONYX PARTNERS, INCORPORATED

STATEMENT OF FINANCIAL CONDITION

JUNE 30, 2002
| ASSETS
CURRENT ASSETS
Cash $ 489,542
Accounts receivable 24,667
Security deposit 8,599
Prepaid expenses and other assets 14,420
Property and equipment, net of accumulated
depreciation 7,930
Deferred income taxes 149
$ 545,307
LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES
Accounts payable and accrued expenses $. 4,617
4,617
STOCKHOLDERS' EQUITY
Common stock 137,000
Retained earnings 403,690
540,690
$ 545,307

See accompanying notes to financial statements.
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ONYX PARTNERS, INCORPORATED
STATEMENT OF OPERATIONS

YEAR ENDED JUNE 30, 2002

REVENUES
Fee income
Interest income

Total revenues

EXPENSES ‘
Employee compensation and benefits
Professional fees
Occupancy and equipment rental
Communications
Other operating expenses
Taxes, other than income taxes

NET INCOME BEFORE INCOME TAXES
PROVISION FOR INCOME TAX

NET INCOME

§ 2,193,180
27,487

2,220,667

1,821,179
18,890
150,156
30,219
139,488
47,724
2,207,656

13,011

262

$ 12,749

See accompanying notes to financial statements.
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ONYX PARTNERS, INCORPORATED

STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY

YEAR ENDED JUNE 30, 2002
Common Stock,
No Par Value, 100,000 Total
Shares Authorized Retained Stockholders'

Shares Amount .  Earnings Equity
BALANCE, July 1, 2001 2,000 $ 137,000 $ 390,941 $ 527,941
Net Income - » - 12,749 12,749
BALANCE, June 30, 2002 : 2,000 $ 137,000 $ 403,690 $ 540,690

See accompanying notes to financial statements.




)

O

ONYX PARTNERS, INCORPORATED

STATEMENT OF CASH FLOWS

' YEAR ENDED JUNE 30, 2002

CASH FLOWS FROM OPERATING ACTIVITIES
Net income , $ 12,749
Deferred income taxes ' (538)
Adjustments to reconcile net income to net
cash provided by operating activities

Loss realized on investments ~ 25,750
Depreciation _ 8,901

" Decrease in accounts receivable 4,500
Decrease in prepaid expenses and other assets 100,466
Decrease in accounts payable and accrued expenses (260)
Net cash provided by operating activities and net increase in cash 151,568

CASH, July 1, 2001 337,974
CASH, June 30, 2002 $ 489,542

SUPPLEMENTAL DISCLOSURE OF CASH
FLOW INFORMATION
Cash paid during the year for income taxes $ 13,250

See accompanying notes to financial statements.
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ONYX PARTNERS, INCORPORATED

NOTES TO FINANCIAL STATEMENTS

NOTE 1 - ORGANIZATION

Onyx Partners, Incorporated (the Company) was formed in August 1990 and was granted its
registration as a broker-dealer in securities under the Securities Exchange Act of 1934 in December
1991. The Company qualified as a broker-dealer with the National Association of Securities Dealers
in May 1993.

In connection with its activities as a broker-dealer, the Company intends to hold no funds or
securities for customers, and does not intend to execute or clear customer transactions. Accordingly, it
is exempt from the provisions of SEC Rule 15¢3-3 relating to the physical possession or control of
such funds or securities.

In addition, the Company is a registered investment adviser with the California Department of
Corporations. For investment adviser purposes, the Company itself holds no funds or securities for
customers.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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 of assets and liabilities 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.

Cash and cash equivalents - Cash equivalents are highly liquid investments with maturity of
three months or less from the date of acquisition.

Accounts receivable - Management of the Company considers all receivables as of June 30,
2002 to be collectible and, therefore, has not established an allowance for doubtful accounts.

Securities owned - Marketable securities are valued at fair market value, and securities not
readily marketable are valued at fair market value as determined by management.

Securities not readily marketable include investment securities (a) for which there is no market
on a securities exchange or no independent publicly quoted market, (b) that cannot be publicly offered
or sold unless registration has been effected under the Securities Act of 1933, or (c) that cannot be
offered or sold because of other arrangements, restrictions, or conditions applicable to the securities or
to the Company.
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ONYX PARTNERS, INCORPORATED

NOTES TO FINANCIAL STATEMENTS

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Revenue recognition — Revenue is recognized when a transaction is consummated.

Property and equipment - The cost of property and equipment is depreciated using the
straight-line method over the estimated useful lives of the assets ranging from five to seven years.

Property and equipment as of June 30, 2002 consist of the following:

Furniture and equipment $ 152,898
Leasehold improvements 41,727
194,625

Less accumulated depreciation (186.695)
$ 7.930

Income taxes - The Company determines its income taxes pursuant to the provisions of
Statement Financial Accounting Standards No. 109 (SFAS 109) which requires that deferred tax
assets, which are provided for on temporary differences between financial and income tax reporting,
be reduced by a "valuation allowance" to the extent that no future tax benefits are expected to be
realized from the reversal of the temporary differences. Deferred tax expenses or benefits are
recognized in the financial statements for the changes in deferred tax 11ab111tles or assets between
years. Deferred taxes are discussed further in Note 6.

NOTE 3 - RELATED PARTY TRANSACTIONS

The Company has historically held investments in partnerships, related through common
ownership.

The Company receives a consulting fee from a customer affiliated through a minority
ownership interest in the customer held by a stockholder of the Company. (See Note 7) Virtually all

. fee income is earned through consulting services provided to, or on behalf of, the affiliated customer.
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ONYX PARTNERS, INCORPORATED

NOTES TO FINANCIAL STATEMENTS

NOTE 4 - LEASE COMMITMENTS

The Company leases its operating facilities under a noncancelable operating lease agreement
expiring October 2002. The total rent expense for the year ended June 30, 2002 was $104,213.

The Company leases various equipment under operating leases that expire through July 2004.
The base rental expense for these leases for the year ended June 30, 2002 were § 52,273.

The future annual minimum lease payments under noncancelable operating leases as of June 30, 2002
are as follows: ‘

Year ending June 30, Facilities Equipment Total
2003 $ 34,237 $ 18,294 $ 52,531
2004 . - 11,214 11,214

NOTE 5 - RETIREMENT PLAN
The Company maintains a qualified deferred compensation arrangement (“408(p) plan”) which
enables eligible employees to set aside a portion of their salaries, which the Company has agreed to

match, as a contribution to the plan. For the year ended June 30, 2002 the Company has contributed
$16,795 to the plan.

NOTE 6 - INCOME TAXES

The principal temporary differences between financial reporting and income tax reporting
result from the Company using the accrual basis method of accounting for financial reporting purposes
and the cash basis method for income tax reporting purposes.

Deferred taxes are summarized as follows:

Deferred tax asset $ 8,349

Deferred tax liability (8,200}
Net deferred tax asset $ 149




ONYX PARTNERS, INCORPORATED

NOTES TO FINANCIAL STATEMENTS

NOTE 6 - INCOME TAXES (Continued)

The (benefit) provision for income taxes consists of the following:

Current $ 800
Deferred (538)
3 262

The principal differences between the income tax provision at statutory federal tax rates and
the effective tax rate are non-deductible entertainment expenses, escalating tax rates, and state income
taxes.

NOTE 7 - BUSINESS CONCENTRATIONS

Financial instruments that potentially subject the Company to concentrations of credit risk
consists principally of trade accounts receivable, securities, and uninsured cash balances. The
Company requires no collateral from its customers and performs ongoing credit evaluations of its
customers’ financial condition.

The Company eamns all of its fee income from one customer who also accounts for all of the
accounts receivable.

The Company places its cash with high credit quality institutions and, at times, such amounts
exceed federally insured limits. However, the Company has not experienced any losses in such
accounts.

NOTE 8 - NET CAPITAL REQUIREMENTS

Broker-dealer requirements - The Company, as a broker-dealer in securities, is subject to the
Securities and Exchange Commission Uniform Net Capital Rule (Rule 15¢3-1), which requires the
maintenance of minimum net capital, as defined, of not less than the greater of $100,000 or 6-2/3% of
aggregate indebtedness and a maximum ratio of aggregate indebtedness to net capital of 12-to-1. Also,
in accordance with the Securities and Exchange Commission Uniform Net Capital Rule 17a-11, the
Company must maintain one hundred twenty percent (120%) of its minimum net capital requirement.
At June 30, 2002, the Company had net capital, as defined, of $484,776, which was in excess of its
required net capital by $384,776. The Company's ratio of aggregate indebtedness to net capital at
June 30, 2002 was 0.010 to 1. (See Schedule 1)

For broker-dealer purposes, the net capital required by the states of New York and California
are the same as that of the SEC and, therefore, the Company met the states' requirements as of June 30,
2002.
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ONYX PARTNERS, INCORPORATED

SCHEDULE 1

COMPUTATION OF NET CAPITAL FOR BROKERS AND DEALERS

PURSUANT TO RULE 15¢3-1 OF THE SECURITIES AND EXCHANGE COMMISSION

JUNE 30, 2002

Total stockholders' equity qualified for net capital $ 540,690
Additions -
‘ 540,690

Deductions
Deferred income tax assets - 149
Nonallowance assets 47,835
Property and equipment, net 7,930
Total deductions ‘ 55,914
Net capital ‘ . 484,776
Minimum net capital required 100,000
Excess capital $ 384,776
Minimum net capital at 120% § 120,000

Total aggregate indebtedness included in statement
of financial condition $ 4,617

Ratio of aggregate indebtedness to net capital 0.010to 1




ONYX PARTNERS, INCORPORATED

SCHEDULE 2

RECONCILIATION OF THE COMPUTATION OF NET CAPITAL FOR BROKERS AND
DEALERS PURSUANT TO RULE 15¢3-1 OF THE SECURITIES AND EXCHANGE
COMMISSION

JUNE 30, 2002

Net capital reported by the Company in Part A

of Form X-17A-5 as of June 30, 2001 (audited) $ 484,776
Decrease in other accrued expenses 260
Net capital computed pursuant to Rule 15¢3-1 (Schedule 1) $ 485,036

11
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CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR'S REPORT ON INTERNAL
ACCOUNTING CONTROLS REQUIRED BY SEC RULE 17a-5

The Board of Directors
Onyx Partners, Incorporated

In planning and performing our audit on the financial statements of Onyx Partners, Incorporated as of
June 30, 2002, we considered its internal control structure in order to determine our auditing
procedures for the purpose of expressing our opinion on the financial statements and not to provide
assurance on the internal control structure. Among the elements of the internal control structure that
we considered are the accounting system and control procedures, including procedures for
safeguarding securities.

Also, as required by Rule 17a-5(g) of the Securities and Exchange Commission, we have made a study
of the practices and procedures (including tests of compliance with such practices and procedures)
followed by Onyx Partners, Incorporated 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 the procedures for determining compliance with the exemptive provisions of Rule
15¢3-3. We did not review the practices and procedures followed by the Company (1) in making the
quarterly securities examinations, counts, verifications and comparisons, and the recordation of
differences required by Rule 17a-13; (2) in complying with the requirements of prompt payment for
securities under Section 8 of Regulation T of the Board of Governors of the Federal Reserve System;
and (3) in obtaining and maintaining physical possession or control of all fully paid and excess margin
securities of customers required by Rule 15¢-3-3, because the Company does not camry security
accounts for customers, perform custodial functions relating to customer securities, or perform
activities requiring payment of fees to customers.

The management of the Company is responsible for establishing and maintaining an internal control

“structure 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 internal control structure policies and procedures 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 Commission's above-mentioned objectives. The objectives of an
internal control system 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.

A member of

Moores Rowland International

an association of independent 12
accounting firms throughout

the world
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Because of inherent limitations in any internal control structure or the practices and procedures
referred to above, errors or irregularities may occur and not be detected. Also, projection of any
evaluation of the structure to future periods is subject to the risk that procedures may become
inadequate because of changes in conditions or that the effectiveness of the design and operation of
policies and procedures may deteriorate.

Our consideration of the internal control structure would not necessarily disclose all matters in the
internal control structure 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 structure elements 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. Inherent to the nature of an organization
of this size and structure is a concentration, versus segregation, of duties surrounding the accounting
function. However, we noted no matters involving the accounting system and control procedures,
including procedures for safeguarding securities, that we consider to be material weaknesses as defined
above.

We understand the practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the Commission to be adequate for its purposes in
accordance with the Securities and 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 June 30, 2002 to meet the Commission's
objectives. ‘

This report is intended solely for the information and use of the Board of Directors, management, the

Securities and Exchange Commission and the National Association of Securities Dealers and should
not be used for any other purposes.

%%44470

Los Angeles, California
August 2, 2002
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