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

Philip Curry 201 -369- 5664 :
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8. ACCOUNTANT IDENTIFICATIUN

INDEPENDENT PUBLIC ACCOUNTANT whase apinion is Contatgﬂ_‘q”ln__-.l’h!? 8690'1_' .
(Name - - if ind{vidual, stare late, firse, middie name) . o

PricewaterhouseCoopers LLP .
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'~ XX Certified Public Accountant ' o .
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- Ctmmr for exemption Jrom the requirement thar the annuel reporr be covered by the opinion of an
independent public accouniant muse de supported by @ statement of faces and c;rcum:mncu relied
on at the basis af the exemprion. See [7 CFR 240.17e-5()(2). 17 CFR 405.2.
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o ' OATH OR AFFIRMATION

Philip Curry , swear (or affirm) that, to the best of my kﬁowledge and

I,

belief the accompanying financial -statement and supporting- schedules pertaining to the firm of
Garban Capital Markets LLC . asof
March 31, " 2002 _, are true and correct. Ifurtherswear(orafﬁrm) 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, except as follows:

NONE

ﬂb"‘/‘ﬂ CA)-N-‘——\
: Signature —\)

Chier Financial Officer

Hoé orC.C - Title
Notary Public, Stat:m?be"
@fﬂ() CM No. 03CA48Baee " "o
26

Qualmed in'N
Notary Pubh COmmtss»on Expire seYJvaISQ;y Cst)‘,un% P

“This report ** contains (check all applicable boxes):

&l (a) Facing Page.

& (b) Statement of Financial Condition.

A (¢) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

‘@ (e) Statement of Changes in Stockholders’ Equxt:y or Partners or Sole Proprietors’ Capxtal

[0 (f) Statement of Changes in Liabilities Subordmated to Claims of Cred:tors

(g) Computation of Net Capital.

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

[J (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3. - :

O () A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

0 (k) A Reconciliation between the audlted and unaudited Statements of Financial Condition with respect to methods of
consolidation. : : :

&l (1) An Oath or Affirmation. .

O (m) A copy of the SIPC Supplemental Report

O (n) Areport descnbmg any material inadequacies found to exist or found to have existed since the date ofthe previous audit. -

**For conditions of confidential treatment ofcertain portions ofthisﬁling, see section 240.17a-5(e)(3).
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March 31, 2002
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PricewaterhouseCoopers LLP
1177 Avenue of the Americas
New York NY 10036
Telephone (646) 471 4000
Facsimile (646) 471 4100

Report of Independent Accountants

To the Member of
Garban Capital Markets LLC and Subsidiary:

In our opinion, the accompanying consolidated statement of financial condition presents fairly, in all
material respects, the financial position of Garban Capital Markets LLC and Subsidiary (the
“Company”’) at March 31, 2002 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 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, assessing the accounting principles

used and significant estimates made by management, and evaluating the overall presentation of the

consolidated statement of financial condition. We believe that our audit provides a reasonable basis for

our opinion.

May 7, 2002




Garban Capital Markets LLC and Subsidiary 2
Consolidated Statement of Financial Condition
March 31, 2002
(dollars in thousands)
Assets
Cash and cash equivalents 9,883
Commissions receivable, net of allowance for doubtful accounts of $3,295 17,493
Securities owned, at market value 7,161
Receivable from affiliates 3,586
Prepaid expenses and other assets 6,733
44,856
Liabilities and Member’s Equity
Liabilities
Accrued expenses and accounts payable 13,234
Payable to affiliates 281
A 13,515
Commitments and contingencies (Note 10)
Member’s equity 31,341
44,856

The accompanying notes are an integral part of this consolidated statement of financial condition.
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Garban Capital Markets LLC and Subsidiary
Notes to Consolidated Statement of Financial Condition
March 31, 2002

(dollars in thousands)

L)

1. Organization

Garban Capital Markets LLC (the “Company”), a Delaware limited liability company, is an
indirect wholly owned subsidiary of ICAP plc (formerly Garban-Intercapital plc), a public
company registered in the United Kingdom and engaged principally in money and securities
broking throughout the world. The Member is Garban LL.C, a subsidiary of Garban Intercapital
North America, Inc. (“GINA”).

The Company is registered with the Securities and Exchange Commission (“SEC”) as a
government securities broker-dealer under the provisions of the Government Securities Act of
1986, and is a member of the National Association of Securities Dealers, Inc. (“NASD™). The
Company, operating out of a temporary location in New York, provides a domestic and
international money market brokerage service which includes eurodollar, federal funds, term
federal funds, derivatives, non-deliverable forwards, forward foreign exchange contracts and
other money market brokerage activities.

The consolidated financial statement include the accounts of the Company and its wholly owned
subsidiary, Garvin Brokers Inc. All material intercompany balances have been eliminated in
consolidation.

2. World Trade Center Disaster

The Company occupied office space in both towers of the World Trade Center (“WTC”). Asa
result of the total destruction of the WTC complex in the attacks of September 11, 2001, the
Company is operating out of temporary locations in New York and New Jersey.

3. Summary of Significant Accounting Policies

The preparation of the consolidated statement of financial condition 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 disclosure
of contingent assets and liabilities at the date of the consolidated statement of financial condition.
Actual results could differ from those estimates.

Cash and cash equivalents at March 31, 2002 includes approximately $719 invested in a short-

term highly liquid money market mutual fund and approximately $8,824 invested overnight in

commercial paper. The Company considers short-term interest bearing investments with initial
maturities of three months or less to be cash equivalents.

Securities owned are recorded at market value. At March 31, 2002, securities owned include a
listed company’s short-term corporate note with a maturity of approximately four years and a
market value of approximately $2,503, and investments with a market value of approximately
$4,658 in open-end management investment companies that primarily invest in U.S. Government
securities and negotiable certificates of deposit. The Company’s securities are held at a major
financial institution. »

An allowance for doubtful accounts is maintained at a level that in management’s judgment is
adequate to absorb potential credit losses.
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Garban Capital Markets LLC and Subsidiary 4
Notes to Consolidated Statement of Financial Condition

March 31, 2002

(dollars in thousands)

The Company is party to a Tax Sharing Agreement (the “Agreement”) with GINA and affiliated
entities. Pursuant to this Agreement, the Company is required to remit payments, on a quarterly
basis, to GINA in respect of current and deferred federal, state and local income taxes on the net
income earned by the Company. The Company is included in the consolidated Federal and
combined state and local tax returns filed by GINA. Deferred tax assets or liabilities and taxes
receivable or payable are calculated as if each entity were a separate taxpayer.

Deferred tax assets and liabilities are recognized for future tax consequences attributable to
differences between the financial statement carrying amounts of existing assets and liabilities and
their respective tax bases. Deferred tax assets and liabilities are measured using enacted tax rates
expected to apply to taxable income in the years in which those temporary differences are
expected to be recovered or settled. Valuation allowances are established when necessary to
reduce deferred tax assets to the amounts expected to be realized.

All financial assets and financial liabilities are stated at amounts which approximate fair value.

Regulatory Requirements

The Company is subject to Regulation 402.2 of the Department of the Treasury, which requires
the maintenance of minimum liquid capital, as defined.

The Company had liquid capital of approximately $4,836 at March 31, 2002, which was
approximately $4,059 in excess of the minimum liquid capital requirement. The Company’s ratio
of liquid capital to total haircuts was approximately 7 to 1.

The Company is exempt from the provisions of SEC Rule 15¢3-3 (the “Rule”), as amended, as
the Company’s activities are limited to those set forth in the conditions for exemption appearing
in clause (i) of subparagraph (k)(2) of the Rule.

Income Taxes

Deferred tax assets of approximately $7,091 included in GINA’s financial statements, are
attributable to Garban Capital Markets LLC. These deferred tax assets primarily relate to the
temporary differences between the tax and the financial reporting bases of accrued compensation,
deferred compensation, and miscellaneous accruals. As of March 31, 2002, there was no
valuation allowance against the deferred tax asset because, based on available evidence,
management believes that it is more likely than not that the deferred tax assets will be realized.

Employee Benefits

The Company along with other affiliates participates in a trusteed profit sharing plan (the “Plan”)
covering substantially all of its employees, under which contributions are made at the discretion
of management.

Stock Option Plans

The Company participates in stock option plans that provide for the granting of options to acquire
shares in ICAP plc to officers and other key employees of the Company. Options are generally
granted at the market value of the date of the grant. Under one plan, options are granted with an
exercise price that represents 50% of the market value at the grant date. Options generally vest
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Garban Capital Markets LLC and Subsidiary 5

Notes to Consolidated Statement of Financial Condition
March 31, 2002 :

(dollars in thousands)

10.

between three and seven years after the grant date and will expire within seven to ten years after
the grant date.

Financial Instruments with Off-Balance-Sheet Risk and Concentration of Credit Risk

In the normal course of business, the Company, as agent, executes transactions between
undisclosed principals. If the agency transactions do not settle because of failure by either
counterparty to perform, the Company may be required to discharge the obligation of the non-
performing party and, as a result, may incur a loss if the market value of the security at the time
of discharge is different from the contract amount of the transaction. However, the Company
does not anticipate non-performance by counterparties in the above situation.

The contractual amount of unsettled purchase and sale transactions at March 31, 2002 was
approximately $100 million for both purchases and sales, respectively. Substantially all of these
transactions have subsequently settled.

Transactions with Affiliates

The Company entered into an agreement with Garban Intercapital Services LLC (“GISL”), an
indirect wholly owned subsidiary of ICAP plc, whereby GISL provides them with shared
occupancy and administrative (including finance, human resources, operations, legal and
electronic data processing functions) services. Amounts receivable from and payable to affiliates
are non-interest bearing and due on demand.

Commitments and Contingencies

The Company is involved in litigation arising in the ordinary course of its business. Management
believes, based upon consultation with outside legal counsel, that the outcome of these matters
will not have a material adverse effect on the Company’s financial condition.

The Company rents office space under a lease expiring in the fiscal year 2004. The Company
charges a portion of the rent to a joint venture and had previously provided for the remainder.
Leases contain provisions for escalations based on increases in certain costs incurred by the
lessors. Minimum annual lease commitments through the fiscal year 2004 are as follows:

Year Ending March 31,
2003 $ 72
2004 18
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PricewaterhouseCoopers LLP
1177 Avenue of the Americas
New York NY 10036
Telephone (646) 471 4000
Facsimile (646)471 4100

Report of Independent Accountants on Internal Control
Required by Department of the Treasury Regulations

To the Member of
Garban Capital Markets LLC and Subsidiary:

In planning and performing our audit of the consolidated financial statements and supplemental
schedule of Garban Capital Markets LLC and Subsidiary (the “Company”) for the year ended
March 31, 2002, 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 consolidated financial statements and not to provide assurance on the internal
control.

Also, as required by Section 405.2 of the Department of the Treasury Regulations, we have made
a study of the practices and procedures followed by the Company, including tests of compliance
with such practices and procedures, that we considered relevant to the objectives stated in Rule
17a-5(g) of the Securities and Exchange Commission (the “SEC”), as adopted by the Department
of the Treasury, in the following:

1. Making the periodic computations of liquid capital under Section 402.2 of the Department of
the Treasury Regulations; and
2. 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 the quarterly securities examinations, counts, verifications, and comparisons, and the
recordation of differences required by Rule 17a-13; and

2. 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; and

3. Obtaining and maintaining physical possession or control of all fully paid and excess margin
securities of customers as required by Rule 15¢3-3.

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 costs of control and of the practices and procedures referred to in the
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preceding paragraph, and to assess whether those practices and procedures can be expected to
achieve the Department of the Treasury’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 accordance with generally accepted accounting principles. Rule 17a-5(g),
as adopted by the Department of the Treasury, 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, errors or fraud may occur and not be detected. Also, projection of any evaluation of
internal control to future periods is subject to the risk that controls 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 one or more 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 internal control, including procedures 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 Department of the Treasury to be adequate
for its purposes in accordance with the Government Securities Act of 1986 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
March 31, 2002 to meet the Department of the Treasury’s objectives.

This report is intended solely for the information and use of the Member, management, the
Department of the Treasury, the SEC, the National Association of Securities Dealers, Inc., and
other regulatory agencies that rely on Section 405.2 of the Department of the Treasury
Regulations 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.

May 7, 2002




