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OATH OR AFFIRMATION
I GREG SCHIRBER , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
PARADIGM SECURITIES, LLC , as
of DECEMBER 31 ,20 02 | are true and correct. I further swear (or 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, except as follows:

) A oy

Ly L gotiuds
0P

Title

_oMMissION ERATEES apriL 24. 200

.his report ** contains (check all applicable boxes):

(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

(f) 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.

(j) 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.

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.
(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date ofthe previous audit.

00k 0 O00KMONMGLEER

**For conditions of confidential ireatment of certain portions of this filing, see section 240.17a-5(e)(3).
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A Financial Solutions Company

INDEPENDENT AUDITORS' REPORT

To the Board of Directors and Members
of Paradigm Securities, LLC

We have audited the accompanying statement of financial condition of PARADIGM SECURITIES, LLC
[a limited liability company] as of December 31, 2002 and the related statements of operations,
changes in members' equity, and cash flows for the year then ended that you are filing pursuant to
Rule 17a-5 under the Securities Exchange Act of 1934. 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 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 PARADIGM SECURITIES, LLC at December 31, 2002, and the resulis 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 pages 9 through 17 is presented for the 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.

‘é%/@%%/’” 2P

Atlanta, Georgia

January 23, 2003

Habif, Arogeti & Wynne, LLP
Glenridge Highlands Two e 5565 Glenridge Connector & Suite 200 o Atlanta, Georgia 30342
404.892.9651 & Fax404.876.3913 ¢ www.hawcpa.com
An Independent Member of Baker Tilly International e Certified Public Accountants




Current assets

Cash

Current liability

Accounts payable

Members' equity

PARADIGM SECURITIES, LLC
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2002

ASSETS

$ 13.673

E————

LIABILITIES AND MEMBERS' EQUITY

$ 4.500

9.173

$ 13.673

————

See auditors' report and accompanying notes
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PARADIGM SECURITIES, LLC
STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2002

Commissions earned $ 65.798

Expenses
Bank fees 953
Commissions expense 59,624
Dues and subscriptions 524
Legal and accounting 5,661
Office expense 2,087
Miscellaneous expenses 30
Registration fees 10,735
Salaries and wages 38,002
Taxes and licenses 190
Telephone 305
Travel 2.236

120.347

Loss from operations (54.549)
Other income

Interest income 114

Net loss $ (54,435)

See auditors' report and accompanying notes
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PARADIGM SECURITIES, LLC
STATEMENT OF CHANGES IN MEMBERS' EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2002

Balance, beginning of the year $ 14,108
Contributed capital 49,500
Net loss (54.435)
Balance, end of the year $ 9173

See auditors' report and accompanying notes
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PARADIGM SECURITIES, LLC
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2002

Increase (Decrease) In Cash

Cash flows from operating activities
Net loss
Adjustments to reconcile net loss to net
cash used by operating activities
Changes in assets and liabilities
Increase in accounts payable

Net cash used by operating activities

Cash flows from financing activities
Contributed capital

Net decrease in cash

Cash, beginning of year

Cash, end of year

See auditors' report and accompanying notes
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$___ (54.435)

500

(63.935)

49,500

$

(4,435)

18.108

13,673




PARADIGM SECURITIES, LLC
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2002

Note A
Summary of Significant Accounting Policies

General:

PARADIGM SECURITIES, LLC, [the Company] was organized and registered with the SEC in
2001 to serve as a registered broker-dealer and is a member of the National Association of
Security Dealers, Inc.

Income Taxes:

The LLC has elected to be taxed as a partnership. No provision for federal and state income
taxes has been made in the financial statements since the Company’s profit and losses are
reported on the individual members’ tax returns.

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.

Note B
Related Party Transactions

The Company has entered into a management agreement in which a related party under
common control will supply management services, NASD registration fees, payments for
professional fees, and use of its equipment, supplies, and office space. The Company, at its
sole discretion, shall pay management fees deemed fair and reasonable. This agreement will
continue until one of the parties notifies the other at least one month prior to the completion of
any one-year term of its desire to terminate the agreement. For the year ended December 31,
2002, the Company had $4,500 in accrued management fees, which will be paid under this
management agreement. The Company made no payments during 2002 in connection with
this agreement.

The Company has entered into sales agreements under which it will refer suitable and
qualified persons as potential shareholders to related parties under common control in
exchange for commission revenue. For the year ended December 31, 2002, the Company
had $65,798 in revenue and $59,624 in expenses under these agreements.




PARADIGM SECURITIES, LLC
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2002

Note C
Net Capital

The Company is subject to the Securities and Exchange Commission Uniform Net Capital
Rule (Rule 15¢3-1), which requires the maintenance of minimum net capital requirements and
requires that the ratio of aggregate debt to net capital, both as defined, shall not exceed 15 to
one and shall not be less than $5,000. At December 31, 2002, the Company had net capital
of $9,173, which was $4,173 in excess of its required net capital. The Company's net capital
ratio was .49 to one.

Note D
Exemption from Rule 15¢3-3

The Company is exempt from Rule 15¢3-3 of the Securities and Exchange Commission and,

accordingly, is not required to maintain a reserve account for the exclusive benefit of
customers.

Note E
Major Customers/ Related Parties

The Company had commission income and commission expense from one customer, a
related party, during 2002 which accounted for 100% of total commission income and
commission expense [see note B).
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FINANCIAL AND OPERATION COMBINED UNIFORM SINGLE REPORT

PART 1A
BROKER OR DEALER PARADIGM SECURITIES, LLC =of ___12/31/02
COMPUTATION OF NET CAPITAL
1. Total ownership equity from Statement of Financial Contition. . ... .. ..t iutnntnneeeernenreervonansoncnas $ 9173 2480
2. Deouct ownersnip equity not SHIOWSDIE 1Or Nt CaDItBl . . . .. ... v ieisinnnnenrerrorenrocasaanassnssssnns .'.( Il 3480
3. Total ownersnip equity QUBITIED 1Or NET CaPIEBl o .. oot vttt iie et it tancnsenarenansnsnnnnennran. ~9.173 3500
4. Adgo:
A. Lisbilities suborginated to claims of general creditors sliowable in computation of netespitel. . ........... ..., -0- W
B. Other (deductions) or allowable credits (Listl. .. ... .. ... i iiiiieiieiiaennnceoenrnoncenacaerensonas 3525
5. Total capital and atlowabie SUbOTOINATED NBDIlITIEY. . .. ..ottt ii et arannooscstaiasansnnsnonnsnenssnans s 9173 3530
6. Deductions ang/or charges: 3
A. Totsl nonaliowable sssets from Staterment of Financist Condition{Notes Band C) 8§ 3540
B. Secured OeMANd NOTE OBTIEIACY . .. oo ve e eeereenrnernrenrnnerocnns 3590
C. Commodity futures contracts and spot commodities-
DIODIIRIBTY CADIIB CRBIORS. . .. ..ttt ieiereeernenoesernnsnenacnsans w
D. Other deductions 8nd/0r CRBIGRE . . . .. ot e e s e e e e eeeneeesnnnnannnnn 3610] )| 3820
7. Other soginions and/or allowable Credits (List). ... . ..ot it it it trariresrsestintenann, -0- 3630
8. Netcapital before hairCuts OR SRCUTItIEE DOBITIONS ...t .\ttt ttreanane s oinenneanneennreeaonnessnonnans ys 9173 3640
9. Haircuts on securities (computed, where applicable,
pursuant 1o 15¢3-1 (#)):
A. Contractual SECUTITIES COMMITMENTS . . .. ottt enonrnenennnannnsnanass $ 3860
B. SUDOrGINATED SECUTitIes DOTPOWINGS . . . oo oo ot s e e et eaeere s eeeanns 3670
€. Trading and investrnent securities:
1. Exempled securiti®s. . ... ... ... i et n': 3735
P R T L T S -3733
T o 1= 1N 3730
A OINEr SECUTITIBS . . ... ittt i iun o neronanonsosnnssasrsnsassos 3734
D. UNGUE CONCERIIITION & .ttt et ettt ie s e i s s e aennnnaeeennnannns 3650
B. Other (List) .\ ittt e e e tieeena st cnan et et 3738 | )| 3740
T, Nt CaDI Il - .ottt e e e e e e e ae e eeareaeaetea e $ 9,173 3750
OMIT PENNIES
am See auditors' report

-0-




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART 1A
BROKER OR DEALER  PARADIGM SECURITIES, LLC ssof ___12/31/02
COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Part A
11, Minimum net capwtal reauired 16:2/3% of tine 181 .. ... ................ s U s 300 [37s¢
12, Minimum gollar net capital requirement of reporting broker or dealer and minimurn net capital requirement ‘
of subsidiaries computed 1n accordance with NOte (A) . ... v ittt it in et iaiesecanenasarana, s 5’000 3758
13, Net capital requirement {greater 6f Ine 11 07 12) L. .ttt e ettt et e e e e e e s 5,000] 3760
14, Excessnercapital (ine 10 1ess 13) ... ... . i it e e e e e 1 A 173]3770
15. Excess netcaprtal ot 1000% (line 10 less 10% 0f ine 18] . .. ... . oueee e eietene i aitan e, Ys ] 7913/ 3780
COMPUTATION OF AGGREGATE INDEBTEDNESS
16. Total Al liabihities Irom Statement of Finanetal Conbition. . ... oottt it it ot et a e s 4,500| 3790
17. Adg:
A Draits forymmediste €redit. ... .. ... TS [3800]
8. Marke1 value of securnies borrowed for which no equivalent
value s P Or Credited . . .. ... e e e e e L 3810
€. Other unrecorgeg amounis(lest). ... ... vvu oo ... e e e s 3820 )8 -0- 3830
1O, TOt] 300re0a1e 1NCEDIRONESS . . . . ... ... ... e e e e e e e e e e $ 4.500 3840
20. Percentage of aggregate indebtedness to net capitat (line 18<by ine 10} . . ... ... ... i it ittt % 49 Q§°(° 3850
21. Percentage of debt 1o debt-equity 1018l computed in accordance with Rule 15¢3-1 {d) . ... .. .. i iieernnienenn.. % 3860
COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT
Part B
22. 2% of combined aggregate debit items as shown 1n Formuls for Reserve Requirements pursuant 10 Rule
15¢3-3 prepared as of the date of the net capital computation inciuding both brokers or deslers
BN CONSONHOAIEO SUDSICIBNIEY GEDIS . . . . ... ...ttt eaaansennaneasenanenesoseearoronaeonnananens $ 3870
23. Minimum dotlar net capital requirement of reporting broker or desier and minimurmn net capital
requirement of subsidianies computed 1n sccordance with Note (A) ... . .. ... ... .. .. .. . . . i, ,',s 3880
24. Netcapiai requirerment (greater 0f 1Ne 22 0r 23} . .. ittt ittt it e ettt e e e e e S 3760
25. Excess netcapnal (hne 101888 28) .. ... ... ... ... a i e e e s 3910
26. Netcapnal in excess of:
5% of combines sggregate dedit s1ems 0r 120,000 . ... .. .. i i e e e e H ] 3320 I
OMIT PENNIES
NOTES:

(A)  The mmimum net capital requirement shouid be computed by sdding the minimum dollar net capitsl requirement
of the reporting broker desler and, lor each subsidiary 10 be eonsolidated, the grester of
1. Munimum dollar net cadital requirement. or
2. €-2/3% of spgregats indebredness or 2% of sggregate cebits if siternative method is used.

{B} Do not deduct the value of securities borrowed under subordins1ion sgreements or secured demand note
covered by subordination agreements not in satisfactory form and the market vatues of memberships in
exchanges contributed for use of company {contra to item 1740) and partners’ securities which were
included 1n non-aliowsble sssets.

{C) For repores filed pursuant to paragraph (d) of Rule 172-5, respondent should provide a list of materisl

non-aliowable assets.

378 See auditors' report
-10-




PARADIGM SECURITIES, LLC
RECONCILIATION OF COMPUTATION OF NET CAPITAL
(RULE 15c3-1 PURSUANT TO RULE 17a-5(d)(4))
DECEMBER 31, 2002

Percentage
of Aggregate
Indebtedness
to Net
Net Capital Indebtedness Capital
Company's computation $ 9,173 $ 4,500 49.06 %
Additional expense accruals,
revenue and expense
adjustments 0 0 0 %
$_____9.173 $_____ 4500 49.06 %

See auditors' report
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA

BROKER OR DEALER PARADIGM SECURITIES, LLC

For the period IMMDDYY) from ___1/01/02 w___12/31/02

STATEMENT OF CHANGES IN OWNERSHIP EQUITY
{SOLE PROPRIETORSHIP, PARTNERSHIP OR CORPORATION)

1. BalBnce, DEgINNING Of PEFIOG. . . - .. v e v e eues ettt e m et e e e e e e e et e e e e e e e e e s 14.108 4240
A T INCOMIE (1035). o o e vt eetieenee et iemenesttasennsesaesoneasaneesesassocessaanosnnnnanasccnns {54,.435) 4250
8. Additions {Includes nonconformingespitalof . . . ... .. .. ,! s 4262 | 43.50& 4260
C. Deductions (includes nonconforming eadital ©f . . ... ...........counuun.. L] 4272 ) 4270

2. Balance, #nd of period (From item 1800) ... ......tueenraresennneneneensseaseeaessanessnsonsesessncaes $ 9,173 [ 4250]

STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS

3. Balance, DEgINNING Of PREOA ... vu vttt tae ettt e et e et ettt e e e e e e Ys 4300
F S Y T2 3 1 S P Y ’ 4310
TR T T T 4320

4. Balance, end of Period (From item 3520, .. oot ittt ittt ittt et et eesaesoesnentsasnonenenacanenns s ] 4330 ]

OMIT PENNIES

See auditors' report
-12-




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART lIA

BROKER OR DEALER PARADIGM SECURITIES, LLC 8s of

12/31/02

Exemptive Provision Under Rule 15¢3-3

25. Ul an exemption from Rule 15¢3-3 is claimed, identity below the section upon
which such exemption is based (check one only)
A, (k) (1)}—8$2,500 capital category B3 Per RuUI® 18C3-1 .. ... . uveivernrecnnnsreesscaansnansnecnassarnasnas
B. (k) (2)(A)—"Special Account for the Exclusive Benetit of
CUSIOMErS” MEINIAINGD ... .o ititiititiit it iiuiaaracseronsasnacasnosessessarosansennanse casren
C. (k) (2)(B)—All customer iransactions cieared through another
broker-deater on 8 fully disciosed basis. Name of cisaring

4550

[4s50]
[aseo]

firm 4335 4570

D. (k) (3)=—Exempted Dy order of the COMMISSION ..... ....covveveennnnnnons sesasesessocnenn retsvsavesnane 4580
Ownership Equity and Subordinated Liabllities maturing or proposed o be
withdrawn within the next six months and sccruals, (as defined below),
which have not been deducted in the computation of Net Capits).

Type of Proposed
withdrawai or Amount to be With- (MMDDYY) Expect
Accrual Insider or drawn (cash amount Withdrawai or
See below for Qutsiger? and/or Net Capital Maturity Renew
code 10 enter Name of Lender or Coniributor (In or Out) Value of Securities) Date {yes or no}

te

4600

-~

80

-t

4810

4811 4812

rd

4620

4821 4822 4623

L L ]

el d il [

4830

ek
ek

g 2 ] ¢

4631

re

4640 4641 4642

F
£
[~

e

4850

4651 4852

te

4860

4661 4882

46870

4671

L L ]

4880

4881

] (2] 1] (¢ (] [e) ] )

M 4690

o i b ]

e [ B ]

4891

3
[ ]
z

SRR

HALL

4899

OMIT PENNIES

Instructions: Detail listing must include the total of items maluring during the six month period following the
report Gate, reQaraiess ol whether or not the capital Contribution is sxpecied to be renewed. The
schedule must also include proposed capital withdraswais scheduled within the six month
perioa 1oltowing the repon aste inciugding the proposed recemption of stock and payments of
lisbitities secured by fixed assets (which are considered allowable sssets in the capital computstion
pursuant 10 Rule 15¢3-1(¢)(2)(iv)), which could De required by the lender on demand or in iess
than six months. )

WITHDRAWAL CODE:
1
2.
3.
4

i/

DESCRIPTION

Equity Capitat
Subordinated Liabilities
Accrusis

15¢3-1{c)(2)(iv) Liabilitins

See auditors' report
-13-
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A Financial Solutions Company

INDEPENDENT AUDITORS' REPORT ON INTERNAL ACCOUNTING CONTROLS REQUIRED
BY SEC RULE 17a-5 FOR A BROKER-DEALER CLAIMING AN EXEMPTION FROM SEC RULE
15¢3-3

To the Board of Directors and Members
of Paradigm Securities, LLC

In planning and performing our audit of the financial statements and supplemental schedules of
PARADIGM SECURITIES, LLC [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 internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (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 (or aggregate debits) 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 judgments 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.

Habif, Arogeti & Wynne, LLP
Glenridge Highlands Two ¢ 5565 Glenridge Connector & Suite 200 o Atlanta, Georgia 30342
404.892.9651 o Fax404.876.3913 ¢ www.hawcpa.com
An Independent Member of Baker Tilly International & Certified Public Accountants



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 the following matter involving internal
control, the accounting system and its operation that we consider to be a material weakness as
defined above. The Company has a limited number of employees and all accounting functions have
been concentrated on one individual. Based upon the size of the organization, the cost of additional
segregation of duties would not be considered practical or reasonable in the opinion of the
President. However, our study and evaluation disclosed no other conditions that we believed to be
a material weaknesses. These conditions were considered in determining the nature, timing, and
extent of the procedures to be performed in our audit of the financial statements of PARADIGM
SECURITIES, LLC for the year ended December 31, 2002, and this report does not affect our
report thereon dated January 23, 2003.

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 except for the matter discussed in the preceding paragraph.

This report is intended solely for the information and use of the Board of Directors, management,
the SEC, the New York 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 by anyone other than these specified parties.

@/KJ%W !%/m LLF

Atlanta, Georgia

January 23, 2003
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