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OATH OR AFFIRMATION |

| affirm that, to the best of my knowledge and belief the accompanying financial statement and supporting schedules
pertaining to the firm of TradinglLab, Inc., as of December 31, 2002, are true and correct. | further affirm 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.
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This report contains:

[X] (a) Facing Page

[X] (b) Statement of Financial Condition.

(X] (c) Statement of Income (Loss).

[X] (d) Statement of Changes in Financial Condition.

[X] (e) Statement of Changes in Stockholders' Equity or Partners' or Sole‘ Proprietors’ Capital.
[ 1(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

[X] (g) Computation of Net Capital.

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

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

[ 10) 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. ' :

[ ] (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect
to methods of consolidation.
[X] (I) An Oath or Affirmation.

[ 1(m) A copy of the SIPC Supplemental Report.

[ 1(n) A report describing any material inadequacies found to exist or found to have existed since the
date of the previous audit
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PricewaterhouseCoopers LLP
1177 Avenue of the Americas
New York NY 10036
Telephone (646) 471 4000
Facsimile (813286 6000

Report of Independent Accountants

To the Board of Directors and
Stockholder of Tradinglab, Inc.:

In our opinion, the accompanying statement of financial condition and the related statements of
operations, changes in stockholder’s equity and cash flows present fairly, in all material respects, the
financial position of TradingLab, Inc. (the “Company”) at December 31, 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. These financial statements are the responsibility
of the Company’s management; our responsibility is to express an opinion on these financial
statements based on our audit. We conducted our audit of these statements 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 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, assessing the accounting principles used and significant
estimates made by management, and evaluating the overall financial statement presentation. We
believe that our audit provides a reasonable basis for our opinion.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken
as a whole. The information contained on pages 9 and 10 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 under the Securities Exchange Act of 1934. 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

QM

February 24, 2003




TradinglLab, Inc.
Statement of Financial Condition
December 31, 2002

Assets

Cash and cash equivalents

Fixed assets (less accumulated depreciation of $61,150)
Other assets '
Interest receivable

Total assets

. Liabilities and Stockholder's Equity

Liabilities
Accounts payable and accrued liabilities
Payable to Parent
Total liabilities

Common stock (par value $.01, 10,000 shares authorized;
1,000 shares issued and outstanding)

Additional paid-in capital

Accumulated deficit

Total stockholder's equity

Total liabilities and stockholder’s equity

. 3

2,113,947
116,496
99,497
118

2,330,058

201,965
54,588

256,553

10
4,999,990
(2,926,495) .

2,073,505

2,330,058

The accompanying notes are an integral part of these financial statements.



Tradinglab, Inc.
Statement of Operations
For the year ended December 31, 2002

Interest income

Expenses
Compensation and benefits .
Communications and technology
Occupancy
Professional fees
Depreciation and amortization
Other

Total expenses
Net loss before tax expense
Tax expense

Net loss

$ 60,634

958,152
629,368
363,613
135,237

44,748

147,677

2,278,795

(2,218,161) .

14,146

$ (2,232,307)

The accompanying notes are an integral part of these financial statements.



TradinglLab, Inc.
Statement of Changes in Stockholder’s Equity

For the year ended December 31, 2002

. Total
Common Additional Accumulated  Stockholder's
Stock  Paid-in Capital Deficit Equity
Beginning balance at January 1,2002 % 10 § 4,999,990 § (694,188) § 4,305,812
Net loss (2,232,307) (2,232,307)
Ending balance at December 31,2002 $ 10 § 4,999,990 §  (2,926495) % 2,073,505

The accompanying notes are an integral part of these financial statements.
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TradingLab, Inc.
Statement of Cash Flows
For the year ended December 31, 2002

Cash flows from operating activities
Net loss '
Adjustments to reconcile net loss to net
cash used in operating activities
Depreciation and amortization
Decrease (increase) in operating assets
Receivable from Parent, net
Other assets
Interest receivable
Decrease in operating liabilities
Accounts payable and accrued liabilities

Total adjustments
Net cash used in operating activities

Cash flows from investing activities
Purchases of fixed assets

Net cash used in financing activities

Net decrease in cash and cash equivalents

Cash and cash equivalents at January 1, 2002

Cash and cash equivalents at December 31, 2002

Supplemental disclosure of cash flow information
Taxes paid

$ (2,232,307)

44,748

761,515
(6,520)
176

(917,054)
(117,135)

(2,349,442)

(32,622)

(32,622)

(2,382,064)

4,496,011

$ 2,113,947

$§ - 8216

The accompanying notes are an integral part of these financial statements.
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TradingLab, Inc.
Notes to Financial Statements

1.

Organization

TradinglLab, Inc. (the “Company”) is a wholly-owned subsidiary of TradingLab Banca, S.p.A., (the
“Parent”), a bank duly organized and existing under the laws of the Republic of Italy. The Parent is a
wholly-owned subsidiary of UniCredito Italiano, S.p.A. The Company is a registered securities
broker-dealer with the National Association of Securities Dealers, Inc. (“NASD”) and is
headquartered in New York. The Company intends to transact business in structured financial
products to a client base that would include: money managers, insurance companies, pension funds,
hedge funds, depository institutions, corporations, trust banks, money market and mutual funds,
domestic and international governmental agencies, official institutions and central banks.

The Company obtained its NASD license on July 26, 2002, however, the Company has not yet begun
to transact business.

Signiﬁcanf Accounting Policies

Cash and cash equivalents

Cash and cash equivalents include liquid, short-term interest bearing investments with original
maturities of 90 days or less. At December 31, 2002, all of the Company’s cash and cash equivalents
are held by one New York money center bank. :

Fixed assets and leasehold improvements

Fixed assets are recorded at cost and are depreciated using a straight-line basis with a half-year
convention based upon the estimated economic lives, ranging from three to five years. Leasehold
improvements are amortized over the life of the lease.

Income taxes '

Income taxes are accounted for using the liability method in accordance with Statement of Financial
Accounting Standards (“SFAS™) No. 109, “Accounting for Income Taxes.” Under this method,
deferred liabilities and assets are determined based on the differences between the financial reporting
and tax bases of assets and liabilities using enacted rates in effect for the year in which the
differences are expected to reverse. Valuation allowances are established to reduce deferred tax
assets to the amounts that more likely than not will be realized. Deferred tax expenses or benefits are
recognized in the financial statements for the changes in deferred tax liabilities or assets between
years. The Company also files state and local income tax returns in New York State and New York

City.

Fair value of financial instruments
The carrying amount of the Company’s financial instruments approximates their fair market values.
due to the short-term nature of receivables and payables.

Defined contribution plan

The Company established a 401(k) Savings Plan (the “401(k) Plan”) effective September 1, 2002.
An employee is able to participate in the 401(k) Plan on the first day of the month after initial start
date. Employees who elect to participate may elect contributions to be contributed to the plan each
pay period, subject to IRS limits. The Company matches up to the first 3% of the employee’s first
6% of contributions to the 401(k) Plan each pay period based on the employee’s annualized earnings
on the date of the match. The Company recorded expense of approximately $21,500 related to the
401(k) Plan. \



TradingLab, Inc.
Notes to Financial Statements

Use of estimates .
The preparation of financial statements in conformity with accounting principles generally accepted
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 financial statements and the reported amounts of revenues and expenses during the year.

Actual results could differ from those estimates.

3. Fixed Assets and Leasehold Improvements

As of December 31, 2002, fixed assets and accumulated depreciation by asset class were:

Original Accumulated
Cost Depreciation Net
Machinery & Equipment $ 121,557 $ 44,668 $ 76,889
Furniture & Fixtures 15,127 4310 10,817
Leasehold Improvements 40,962 12,172 28,790

Total $ 177,646 $ 61,150 $ 116,49

4. Income Taxes

As of December 31, 2002, the Company had a gross deferred tax asset of approximately $1,161,653.
The gross deferred tax asset primarily reflects the tax effect of net operating loss carryforwards.
Since based on available evidence, it is more likely than not that the deferred tax asset will not be
realized, a full valuation allowance has been established against the gross deferred tax asset.

As of December 31, 2002, the Company had net operating loss carryforwards for Federal and New
York State income tax purposes of approximately $2,922,000 and $2,232,000, respectively. Such net
operating loss carryforwards are available to offset future Federal and New York State taxable
income, if any, through the year ending 2022 and expire in the following years:

Amount
Year ‘ Federal NYS
2021 $ 690,000
2022 2,232,000 $2,232,000

Total $2,922,000 $2,232,000

State and local minimum taxes were recorded for the year ended December 31, 2002.

5. Transactions with Affiliated Companies

Certain infrastructure support was provided by the Parent in accordance with an existing service
agreement. These services primarily related to information technology support. The Company



TradingLab, Inc.
Notes to Financial Statements

expensed apﬁroximately $420,000 related to this agreement, of which $54,588 is included in Payable
to Parent. :

The Parent has pledged its financial support to the Company for maintaining the minimum capital
requirements as dictated by the NASD.

6. Commitments and Contingencies

Minimum noncancelable lease commitments for office facilities, exclusive of real estate taxes and
other expenses are as follows:

2003 § 364,800
2004 91,200

Total $ 456,000

7. Net Capital

The Company is a registered securities broker-dealer and, accordingly, is subject to Rule 15¢3-1 of
the Securities and Exchange Commission (“SEC™), which specifies uniform minimum net capital
requirements, as defined, for their registrants. The Company operates under the exemptive
provisions of Rule 15¢3-3(k)(2)(i1) as customer transactions are cleared through another broker
dealer on a fully disclosed basis. Under these provisions, the Company is required to maintain
minimum net capital, as defined, of the greater of $100,000 or 12.5% of aggregate indebtedness. At
December 31, 2002, the Company had net capital of $1,817,671 which was $1,717,671 in excess of
the amount required of $100,000. The Company’s ratio of aggregate indebtedness to net capital was
0.14:1.



TradingLab, Inc.
Computation of Net Capital
Under Rule 15¢3-1 of the Securities and Exchange Commission

As of December 31, 2002 : Schedule |
Tofal stockholder's equity from statement of financial condition B 2,073,505
Deduct
Nonallowable assets
Fixed assets 116,496
Other assets 99,497
Interest receivable A 118
Net capital before haircuts 1,857,394
Haircut on money market fund 39,723
Net Capital h) 1,817,671

Computation of Aggregate Indebtedness

Total aggregate indebtedness items from statement of financial condition 3 256,553

Aggregate Indebtedness . $ 256,553

Computation of Net Capital Requirement Under SEC Rule 15¢3-1

Minimun net capital requirement (12.5% of Aggregate Indebtedness) b 32,069
Minimum net capital requirement for a fully disclosed broker-dealer $ 100,000
Net capital requirement » ' - 8 100,000
Excess net capital : $ 1,717,671
Ratio: Aggregate indebtedness to net capital 0.14:1

Statement Pursuant to Paragraph (d)(4) of Rule 17a-5
No material differences exist between the above computation and the computation included in the
Company’s amended unaudited December 31, 2002 FOCUS Report.



TradingLab, Inc.

Computation for Determination of Reserve
Requirements Under Rule 15¢3-3 of the
Securities and Exchange Commission

~ As of December 31, 2002

Schedule |l

The Company is exempt from SEC Rule 15¢3-3 under Section (k)(2)(ii).
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PRICEVWATERHOUSE(QOPERS

PricewaterhouseCoopers LLP
1177 Avenue of the Americas
New York NY 10036
Telephone (646) 471 4000
Facsimile  (813) 286 6000

Report of Independent Accountants on Internal Control Required
By SEC Rule 17a-5

To the Board of Directors
and Stockholder of
TradingLab, Inc.:

*“In planning and performing our audit of the financial statements and supplemental schedule of
TradingLab, Inc. (the “Company”) for the year ended December 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 financial statements and not to provide
assurance on the 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 compliance
with such practices and procedures that we considered relevant to the obJectlves stated in Rule 17a-5(g),
in the following:

1. Making the periodic com_putations of aggregate indebtedness and net capital under Rule 17a-
3(a)(11); 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; :

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 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 the preparation of financial



statements in accordance 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,
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 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, 2002 to meet the SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors, management, the
SEC, the National Association of Securities Dealers, Inc., 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,
is not intended to be and should not/be used by anyone other than these specified parties.
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February 24, 2003




