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KAHN BOYD LEVYCHIN & COMPANY

CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS

Auditors’ report

To the Board of Directors
Global Trading Group, Inc.
New York, New York

We have audited the accompanying balance sheet of Global Trading Group, Inc. as of
December 31, 2002, and the related statements of operations, comprehensive income and
accumulated other comprehensive income, changes in stockholder’s equity, and cash
flows, and the accompanying supplementary information contained, which is presented
only for supplementary analysis purposes, for the year then ended. 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 in accordance with generally accepted auditing standards 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 Global Trading Group, Inc. as of 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.

Our audit was made for the purpose of forming an opinion on the basic financial
statements taken as a whole. The accompanying supplementary information is presented
for the purposes of additional analysis and is not a required part of the basic financial
staternents, but is supplementary information required by Rule 17a-5 of the Securities and
Exchange Commission. 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

ahn BAVd
Certifiéd Public Accountants

all materigl respects iw to thebasic financial statements taken as a whole.
vd Lefychin,

February 19, 2003

99 Wall Screet, 10th Floor, New York, NY 10005 Telephone #: 212.843.4100



GLOBAL TRADING GROUP, INC.

BALANCE SHEET
DECEMBER 31, 2002
.~ " -
Assets
Current assets )
Cash $ 2,132
Deferred taxes ' 22,495
[nvestments (Note 1) 41,700
Accounts receivable 2,998
Prepaid expenses 2,466
Loans receivable (Note 2) 2,800
Total current assets 74,591
Fixed assets
Furniture and equipment 16,701
16,701
Less: accumulated depreciation 9,605
Net fixed assets 7,096
Other assets
Clearing deposit : 25,000
Total other assets 25,000
Total assets S 106,687

e}
See auditors’ report, the summary of significant accounting policies, and the
accompanying notes to the financial statements.



GLOBAL TRADING GROUP, INC.
BALANCE SHEET
FOR THE YEAR ENDED
DECEMBER 31, 2002
' |

Liabilities and Stockholder’s Equity

Current liabilities

Accounts and accrued expenses payable $ 4,637
Other loans payable (Note 3) 12,500
Officer’s loan payable (Note 4) 63,950
Margin loan payable 3,195
Income taxes payable ' 455

Total current liabilities 84,737

Total liabilities : 84,737

Stockholders’ equity
Common stock (20,000 shares $1 par value authorized, 100 shares issued

and outstanding) 100
Additional paid-in capital 72,400
Accumulated other comprehensive income (3,481)
Accumulated deficit (47,069)

Total stockholder’s equity 21,950
Total liabilities and stockholder’s equity § 106,687

L]
See auditors’ report, the summary of significant accounting policies, and the
accompanying notes to the financial statements.



GLOBAL TRADING GROUP, INC.
STATEMENT OF OPERATIONS
FOR THE YEAR ENDED
DECEMBER 31, 2002
I

Revenue
Commissions i g 46,560
Total revenue 46,560
Operating expenses
Clearing charges 18.972
Travel 9.967
Professional fees 9,825
Commissions 8.600
Telephone 6,020
Depreciation . 4,563
Registration fees - 3,108
Regulatory fees 2,006
Rent 2,000
Office expenses _ 1,685
Web design and internet expenses 1,360
Automobile expenses 950
Postage and delivery 662
Bank charges 629
Dues and subscriptions 562
Computer and network expenses ’ 561
Insurance ‘ 350
Miscellaneous 204
Total operating expenses 72,024
Loss from operations (25,464)
Interest income 4438
Loss before provision for income taxes (25,016)

Provision for income taxes

Deferred

Current ‘ 455
Total provision for income taxes 455
Net loss $ (25,471

R
See auditors’ report, the summary of significant accounting policies, and the

accompanying notes to the financial statements.



. GLOBAL TRADING GROUP, INC.
STATEMENT OF COMPREHENSIVE INCOME AND ACCUMULATED
OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED
DECEMBER 31, 2002

Net loss 4 - $ (25471

Other comprehensive income
Unrealized loss on investment securities

available for sale (3,481)
Total comprehensive income § (28,952)
C________________________________
Accumulated other comprehensive income, beginning $
Other comprehensive income (3,481)
Accumulated other comprehensive income, ending $ (3,481)

See auditors " report, the summary of significant accounting policies, and the
accompanying notes to the finuncial statements.



GLOBAL TRADING GROUP, INC.
STATEMENT OF CHANGES IN STOCKHOLDER'’S EQUITY

FOR THE YEAR ENDED
DECEMBER 31, 2002
R
Accumulated
Additional other Total
Common paid-in.  Accumulated comprehensive stockholder's
stock capital deficit income equity
Balance, beginning $ 100 $72400 § (21,598) § $ 50,902
Net loss (25,471) (25.471)
Other comprehensive
income (3.481) (3,481)

Balance, ending § 100 §$72,400 S (47,069) 3 (3,481) § 21,950

See auditors’ report, the summary of significant accounting policies, and the
accompanying notes to the financial statements.



GLOBAL TRADING GROUP, INC.
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED
DECEMBER 31, 2002
A

Cash flows from operating activities_

Net loss § (25471
Adjustments to reconcile net income to net cash used by operating
activities
Depreciation 4,563
Changes in operating assets and liabilities
Increase in accounts receivable (2,540)
Decrease in prepaid expenses 613
[ncrease in accounts and accrued expenses payable 2,137
Net cash used by operating activities ‘ (20,698)
Cash flows from investing activities
Increase in investments (45,181)
Net cash used by investing activities (45,181)

Cash flows from financing activities

Increase in loan receivable (800)
Increase in loans payable 7,000
Increase in officer’s loan payable 58,650
Increase in margin loan payable 3,195
Net cash provided by financing activities 68,045
Increase in cash and cash and cash equivalents 2,166
Cash and cash equivalents, beginning of year ” (34)
Cash and cash equivalents, end of year ) 2,132

Supplementary disclosures of cash flow information
Cash paid during the year for:
Income taxes h 455
Interest expenses

See auditors ' report, the summary of significant accounting policies, and the
accompanying notes to the financial statements. 7



GLOBAL TRADING GROUP, INC.
COMPUTATION OF NET CAPITAL UNDER RULE 15C3-1 OF THE
SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31, 2002

Net capital i
Total equity capital g 21,950
Liabailities subordinated to claims of general creditors allowable in
computation of net capital

Non-allowable assets 12,362
Net capital before haircuts on securities positions 9,588
Haircuts on securities positions ' 500

$ 9,088

Aggregate indebtedness
Items included in the statement of financial condition
Accrued expenses and other liabilities - 5 7,832

Ratio: aggregate indebtedness to net capital l.L16 to 1

Computation of basis net capital requirement
Minimum net capital required $ 5,000

Excess net capital at 100% : $ 4,088

Reconciliation of December 31, 2002 audited computation of net capital and
Company’s unaudited December 31, 2002 Part IIA filing.

Unaudited December 31, 2002 net capital per December 31, 2002 Part IIA

filing $ 5,611
Audit adjustments 3.477
Net capital $ 9,088

See auditors’ report, the summary of significant accounting policies, and the
accompanying notes to the financial statements.



GLOBAL TRADING GROUP, INC.
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization

Global Trading Group, Inc. (“the Company”) is registered as a broker and dealer in
securities pursuant to Section 15 (b) of the Securities and Exchange Act of 1934.

The Company was incorporated in March 1999 in the State of New York.

Cash and cash equivalents

The Company considers all highly liquid investments with a maturity of three months or
less when purchased to be cash equivalents. Cash equivalents are carried at cost, which
approximates market value.

Accounting basis

The Company uses the accrual basis of accounting for financial statement and income tax
reporting. Accordingly revenues are recognized when services are rendered and expenses
realized when the obligation is incurred.

Fixed assets

Fixed assets are stated at cost. Depreciation is computed using accelerated methods over
the following estimated useful lives:

Estimated
Description useful life
Fumiture and fixtures 7 years
Equipment 5 years

Income taxes

The Company accounts for income taxes using the asset and liability method as required
by Statement of Financial Accounting Standards No. 109, under which deferred tax assets
and liabilities are determined based upon the differences between financial statement
carrying amounts and the tax bases of existing assets and liabilities. Deferred taxes also
are recognized for operating losses that are available to offset future taxable income.

See auditors ' report and the accompanying notes to the financial statements. 9



GLOBAL TRADING GROUP, INC.
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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 disclosures of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the reported period. Actual results may differ from these estimates.

Comprehensive income reporting

The Company accounts for comprehensive income in accordance with SFAS No. 130
“Reporting Comprehensive Income,” which requires comprehensive income and its
components to be reported when a company has items of comprehensive income.
Comprehensive income includes net income plus other comprehensive income (i.e.,
certain revenues, expenses, gains and losses reported as separate components of
stockholders’ equity rather than in net income).

See auditors’ report and the accompanying notes to the financial statements. 10



GLOBAL TRADING GROUP, INC.
NOTES TO THE FINANCIAL STATEMENTS
]

NOTE I - INVESTMENTS

The company invests in various equities with the fair market value determined by the
exchange price in the existing market. The following is the cost and market value at
December 31, 2002.

Cost $ 45,181
Unrealized Loss (3.481)
Market value $ 41,700

NOTE 2 — LOANS RECEIVABLE"

Loans receivable represents an advance to an unrelated party. The amount is non-interest
bearing and due on demand.

NOTE 3 - OTHER LOANS PAYABLE

Other loans payable represents advances from unrelated parties. The amounts are non-
interest bearing and due on demand.

NOTE 4 - OFFICER'S LOANS PAYABLE

Officer’s loans payable represents advances from William Savery, the Company’s
President. The amount is non-interest bearing and due on demand.

NOTE 5 — INCOME TAXES

The Company incurred no federal income tax expense for the year and utilized no tax
carryforward losses. The Company incurred $455 of New York State and City income
tax expense for the year.

The Company has a net operating loss carryover of $69,565 to offset future income tax.
The net operating loss expires as follows:

December 31, 2019 $ 9,854
2020 10,404
2021 23,834
2022 - 25,473

See auditors’ report and the summary of significant accounting policies. 11



- KAHN BOYD LEVYCHIN & COMPANY

CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS
Independent Auditors’ Report on Internal Accounting

Control Required by SEC Rule 17a-5

To the Board of Directors
Global Trading Group, Inc.
New York, New York

We have examined the financial statements of Global Trading Group, Inc. for the year
ended December 31, 2002, and have issued our report therein dated February 19, 2003.
As part of our examination, we made a study and evaluation of the Company’s system of
nternal accounting control (which included the procedures for safeguarding securities) to
the extent we considered necessary to evaluate the system as required by generally
accepted auditing standards. The purpose of our study and evaluation, which included
obtaining an understanding of the accounting system, was to determine the nature,
timing, and extent of the auditing procedures necessary for expressing an opinion on the
financial statements.

We also made a study of the practices and procedures followed by the Company 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 in making the quarterly securities examinations, counts, verifications and
comparisons, and the recordation of differences required by Rule 17a-13 or in complying
with the Board of Governors of the Federal Reserve System, because the Company does
not carry security accounts for customers or perform custodial functions relating to
customer securities.

The management of the Company is responsible for establishing and maintaining a
system of internal accounting 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
procedures and 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 a 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 accordance with generally accepted accounting principles. Rule 17a-5(g)
lists additional objectives of the practices and procedures listed in the preceding
paragraph.

12

99 Wall Street, 10th Floor, New York, NY 10005 . Telephone #: 212.843.4100



Because of inherent limitations in any internal accounting control procedures or the
practices and procedures referred to above, errors or irregularities may nevertheless 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 degree of compliance with them may deteriorate.

Our study and evaluation made for the limited purpose described in the first paragraph
would not necessarily disclose all material weaknesses in the system. Accordingly, we
do not express an opinion on the system of internal accounting control of Global Trading
Group, Inc. as a whole. However, our study and evaluation disclosed no condition that
we believed to be a material weakness.

We understand that 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 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 Commission’s objectives.

This report is intended solely for the use of management and the Securities and Exchange
Commission and should pot be used, for any other purpose.

At

Kahn
Certified PuBlic Accountants

February 19, 2003




