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OATH OR AFFIRMATION
I Peter Falvey , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Revolution Partners, TILC , as
of December 31 ,2002 , 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:

1 ture

4//7ﬂ(/<75>///j
Zility

— ij/ /y,b Partner - .
fe i DERMOT McGOWAN, Ré:Ssy Fuslic

NN

\ ‘ STATE OF MASSACHUSSETTS .
""" Notary Public My Commissicn Expires dzn. 30,2008 -
This report ** contains (check all applicable boxes):

(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (L.oss).

(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.

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

(5) 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 of the previous audit.

008 0 000« 0O REK

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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CERTIFIED PUBLIC
ACCOUNTANTS

ogers, o \ o . |
uleskl : . , - Randolph E. Rogers, CPA
soc1ates LLC ' '

INDEPENDENT A UDI TORS’ REPORT -

To the Members of
Revolution Partners, LLC
Boston, MA

We have audited the accompanying balance sheet of Revolution Partners, LLC as at December 31,
2002 and 2001, and the related statements of income, members' equity, and cash flows for the year
ended December 31, 2002 and the period January 19, 2001 (date of inception) to December 31,
2001. 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 audits.

We conducted our audits 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 wéll as evaluating the overall consolidated financial
statement presentation. We believe that our audits provide 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 Revolution Partners, LLC as of December 31, 2002 and 2001, and the results
of its operations and its cash flows the year ended December 31, 2002 and for the period January
19, 2001 (date of inception) to December 31, 2001, in conformity with accounting principles
generally accepted in the United States of America.

Our audits were conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in the income statement schedules is presented for
purposes of additional analysis and is not a required part of the basic financial statements. The
computation of net capital 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.
The income statement schedules and the computation of net capital have been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion, are
~ fairly stated in all material respects in relation to the basic financial statements taken as a whole.

'/ /Qé% zmzz cec

Needham Heights, Massachusetts
January 21, 2003

400 Hunnewell Street, Needham Heights, MA 02494-1300, Tel: 781-444-5500, Fax: 781-444-9475, Email: rsa@rogers-suleski.com



REVOLUTION PARTNERS, LLC
Balance Sheet o .
As at December 31, 2002 and 2001

ASSETS

Current assets:
Cash _
Accounts receivable
- Note receivable, employee
Other current assets
Total current assets

Property and equipment, net

Other assets: ‘
Security deposits

Total Assets

| LIABILITIES AND MEMBERS' EQUITY

Current liabilities;
Note payable
Line of credit

Accounts payable and accrued expenses

Total current liabilities

Equity:
Members' equity

Total Liabilities and Members' Equity

2002

- $158,675

108,988

267,663

26,330

23,800

317,793

$ 1,782
2,705
60,534
65,021

252,772

'$317,793

See Accompanying Notes to Financial Statements

2

$ 587,097
14,000
15,000

18,664

634,761

38,623

23,800

$697,184.

S -

82.851
82,851

614,333

$ 697,184



REVOLUTION PARTNERS, LLC

Statement of Income

For the Year Ended December 31, 2002
and the Period January 19, 2001 ‘
(date of inception) to December 31, 2001 *

Revenue

Operating expenses

Income from operations

Other income

Net income .

2002

$1,509,022

1,219,138

289,884

| 1,055

- - § 290,939

See Accompanying Notes to Financial Statements .

3

2001

$1,395,448
615,331
780,117

12,116

§ 792,233



REVOLUTION PARTNERS, LLC
Statement of Members' Equity .

For the Year Ended December 31, 2002
and the Period January 19, 2001

(date of inception) to December 31, 2001

Balance at January 19, ZOQI (date of inception) . $ -
Members' contributions . ‘ ' _ 120,100
Members' distributions | - | . (198,000)
Net income : B e 792,233
Balance at December 31,2001 : | | 614,333
Members’ coniributions - ' | - ‘ | 195,000
Members’ distributions o ~ | N (847,500)
Net ineeme | - o | | 290,939
Balance at December 3‘1, 2002 ' ; | | $252,772

See Accompanying Notes to Financial Statements
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REVOLUTION PARTNERS; LLC
Statement of Cash Flows

For the Year Ended December 31, 2002
and the Period January 19, 2001

(date of inception) to December 31, 2001

CASH FLOWS FROM OPERA TING A CTIVITIES
"~ Net income
Adjustments to reconcile net income to net cash
provided by operating activities:
Depreciation ‘
Decrease (1ncrease) in operatmg assets:
Accounts receivable
Other current assets
Increase (decrease) in operating liabilities:
Accounts payable and accrued expenses

Net Cash Provided by Operating Activities
CASH FLOWS FROM INVESTING ACTIVITIES
Deposit payments made
Purchases of property and equipment:

Proceeds received from insurance settlement
Net Cash Used in Investing Activities
CASH FLOWS FROM FINANCING ACTI VITIES

Borrowings on note payable, net
Borrowings on line of credit, net
Members’ contributions
Distributions to members
Net Cash Used in Financing Activities
Net Increase (Decrease) in Cash

Cash at Beginning of Period

Cash at End of Period

2002
$ 290,939
14,601

(94,988)
33,664

(22.317)

221,899

(9,707)
7399

(2.308)

1,782
2,705
195,000

~ (847.500)
(648.013)
(428,422)

587,097

$ 158,675

See Accompanying Notes to F inancial Statements
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2001

$ 792,233

5,771

(14,000)
(33,664

82,851

833,191

(23,800)
(44,394)

- _(68,194)

20,100
(198,000)

(177.900)

587,097

$ 587,097



REVOLUTION PARTNERS, LLC
Notes to the Financial Statements
December 31, 2002 and 2001

1. Nature of Business

Revolution Partners, LLC (the "Company") is a technology investment banking boutique
spemahzmg in me rgers and acqulsltlons and prlvate cap1ta1 fundraising.

2. Summary of Significant Accounting Policies

Accounting Method :
The financial statements are prepared on the accrual method of accountmg in accordance
with generally accepted accounting principles.

Accounts Receivable

Accounts are charged to bad debt expense as they are deemed uncollectible based on a
periodic review of the accounts. - At December 31, 2002 and 2001, management
considered all accounts receivable to be collectible. '

Property and Equipment

Property and equipment is stated at cost, net of accumulated depre01at10n Depreciation is
computed using accelerated methods over the estimated useful lives of the assets. When
assets are retired or otherwise disposed of, the cost and related accumulated depreciation -
are removed from the accounts, and any remaining gain or loss is reflected as income or
expense. The cost of maintenance and repairs is charged to expense when incurred. '

Income Taxes :

The Company has elected to be taxed as a partnershlp under the Internal Revenue Code.
and a state statute. In lieu of the Company paying income taxes, the members of the
Company are taxed on their proportionate share of the Company's taxable income.
Therefore, no provision or liability for Federal of state income taxes is included in these
ﬁnancial statements.

Use of Esttmates :
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.



REVOLUTION PARTNERS, LLC

Notes to the Financial Statements
December 31, 2002 and 2001

2. Summary of Significant Accounting Policies (continued)
Reclassifications : .
Certain prior period amounts have been reclassified ‘to conform with current year
presentation.

3. Property and Equipment'

Prbperty and equipment consists of ihé following as of December 31:

Estimated
Useful Lives 2002 - 2001
Furniture and fixtures v - 7 years ~ $ 11,250 $ 11,250
Computer equipment ' 5 years 32,601 33.144
‘ . 43,851 44394
Less accumulated depreciation (17,521) - _(5.771)

$ 26,330 338,623

Depreciation expense totaled $14,601 ‘and $5,771 for the year ended December 31, 2002
and the period January 19, 2001 (date of inception) to December 31, 2001, respectively.

4.  Note Receivable, Employee

Note receivable, employee' consists of monies advanced to an employee per an
employment contract. The note is unsecured and accrues interest at 4%, with principal
payments as determined by the Company. The full amount of the note was forgiven and
written off as bad debt expense during the year ended December 31, 2002. As of
December 31, 2002 there was no balance due the Company.



REVOLUTION PART. NERS, LLC

Notes to the Financial Statements
December 31, 2002 and 2001

5.  Note Payable

Also during 2002, the Company entefed into a loan agreement with Dell. The note is
secured by computer equipment, with an interest rate of 22.99%. The Company plans on
paying the note balance off within the next twelve months, thus the loan is classified as a
current liability. The amount outstanding as of December 31, 2002 was $1,782.

During 2002, the Company entered into an unsecured borrowing agreement with Dell for
a line-of-credit facility. The line provides for a maximum borrowing limit of $5,000 and
provides for interest at 22.99%. The amount outstanding as of December 31, 2002 was
$2,705.

6. Leases
The Company leases its facilities and certain equipment under operating lease agreements

expiring at various dates through 2004. At December 31, 2002, the Company’s annual
future minimum payments required under these leases are as follows:

2003 ‘ $ 159,520
2004 | 40,660
Total ‘ - $200,180 .

Rental expense under all operating leases was approximétely $154,985 and $101,193 for
the year ended December 31, 2002 and the period January 19, 2001 (date of inception) to
December 31, 2001, respectively.

7. Concentrations

The Company maintains substantially all of its cash at financial institutions in bank
accounts that at times, may exceed federally insured limits. ‘The Company has not
experienced any losses in such accounts nor does it beheve that the cash is exposed to any
significant risk. -



- REVOLUTION PARTNERS, LLC

Income Statement Schedules

For the Year Ended December 31, 2002

and the Period January 19, 2001

(date of inception) to December 31, 2001

Revenue:
Advisory fees
Reimbursed expenses
. Total Revenue

Operating Expenses:
Bad debt expense
Bank service charges
Business development
Consulting expense
Depreciation
Donations
Dues and subscriptions
Education and training
Equipment rental
Insurance :
Licenses and permits -
Maintenance
Marketing

Meals and entertainment
Office supplies and expense

- Postage and delivery
Printing and reproduction
Professional services
Recruiting
Rent
Salaries and wages
Taxes, payroll
Telephone
Travel
Utilities

Total Operating Expenses

Other Income (Expense):
Dividend income |
Interest income
Interest expense

Total Other Income

2002

$1,472,967

36,055
$1,509,022

$ 131,726
2,076
30,396
5,395
14,601

26,035
© 1,100
6979
37,238
325
9,634
48,573
| 8917
7,587
2,413
7,144
34,292

151,748
566,272
36,990
47,409
33,373

: 8,915

$1,219,138

$ 1,949
2
__(896)

$ 1,055

See Independent Auditors' Report
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2001

$1,381,529

13,919

$1,395,448

$ 29,330
1,924
19,561
10,905 -
5,771
600
1,330
2,052
6,277
13,305
4,826
4,120

10,186
16,722
780
2,027
35,697
10,244
94,916
244,250
20,984
40,333
33,623

5,568

$ 615331

$ 11,983
133

$ 12,116



" REVOLUTION PARTNERS, LLC
Computation of Net Capital
‘As at December 31, 2002 and 2001

Total assets o s $ 697,184
Total liabilities = | 65.021 82.851
Net worth o _‘ 252,772 614,333
Non-allowable assets | | , | 159,118 110,087
Tentative net capital - | S 93,654 ' 504,246
Minimum net capital : ) | ; ' 5.000 ‘ 5,000
Excess net capital o | $ 88,654 $ 499,246

See Independent Auditors’ Report.
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CERTIFIED PUBLIC
ACCOUNTANTS

REPORT ON INTERNAL CONTR OL

To the Members of
Revolution Partners, LL.C
Boston, MA

In planning and performing our audits of the financial statements and supplemental schedules
of Revolution Partners, LLC for the year ended December 31, 2002 and the period January 19,
2001 (date of inception) to December 31, 2001, we considered its internal control, including
control activities for safeguardlng secuntles in order to determine our auditing procedures for
the purpose of expressing our oplmon 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¢c3-3. Because the Company does not carry securities accounts for
ccustomers 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 Govemors of the Federal Reserve System

The management of the Company is resp0n51b1e for establishing and mamtalnmg 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 the 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.

400 Hunnewell Street, Needham Heights, MA 02494-1300, Tel: 781-444-5500, Fax: 781-444-9475, Email: rsa@rogers-suleski.com



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.

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 no
matters involving internal control, including control activities for safeguarding securities,
which 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 management, the SEC, 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 1ntended to be and should not be
used by anyone other than these specified parties.

L . ‘ ) :
T ' , /
Needham Heights, Massachusetts
January 21, 2003



