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AFFIRMATION

1 afim that, 10 o best of my knowledge 3nd balief tha accompanying financtal statément and supporting schedules
pertaining to the hirm of Presciont Sacunties, LLC as of Decembar 31, 2002, are true ana correct. | turthar affirm thal
naither the company nor any partnar, propriolor, principal oficer or diractor has any proprielary Intarest in any
account classified golaly as that of a custemer

Signatura Signalure

QOLLEENA.HUSSEY
- INokery Public, Stats of New York
No. 01HUY 5008082

In New Yark County
Commiszion Expires Juna 22, 200

Notary Public

This report conlalns:

[X] (2) Facing Page

X} (0) Slale‘rﬁenl of Financial Condition

(X A(c‘) Sta}tementi of in¢ome ('Lnss ).

(X] (d) Staterment of Changes in Financial Candition. |

1X] (e} Statement of Changes ‘-n Stockholders' Equity or Partners' or Sole Proprigtors’ Cabual.
{ 1) Statemnent of Changes In Liatj:ilitj‘ias Subordinated to Claims of Creditors.

[X] {8) Computation of Net Capital, ‘

{ ) (h) Compulatien for Determination of Reserve Requiremants Pursuant fo Rule 15¢3-3,

{ ) () Information Rélaung to the Possession or Control Requirements Under Rule 15¢3-3

{ ] () A Recongiliation, including appropriate explanalion of tha Computation of Net Capital Under Rule
13c3-3 and the Computation for Daterminstion of the Reserve Raguirements Unaer Exhibit A of Rule
15¢3-3.

' 1{k) A Reconcilistion between the audited and unaudiled Statements of Financral Candition wilh respect
to methods of consolidation.

[X] (1) An Oath or Affirmation.
[ ](m) A copy of the SIPC Suppiemental Report.

{ 1(n)Areport déscrinmg any material inadequacies found o exist or found o have existed since the
dsle of the previous audit




Prescient Securities, LLC

Statement of Financial Condition
As of Decemb'er 31, 2002 |



- PRICEWATERHOUSE(QOPERS

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

Report of Independent Accountants

To the Member of
Prescient Securities LLC:

In our opinion, the accompanying statement of financial condition presents fairly, in all material ‘
respects, the financial position of Prescient Securities, LLC (the “Company”) at December 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 financial statement
is 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.

FueewostiuhouaLosput- 337

February 28, 2003




Prescient Securities, LLC 2

Statement of Financial Condition

December 31, 2002

Assets :

Cash 119,970
Total Assets 119,970

Liabilities and Equity

Payable to Parent 61,912
Total Liabilities 61,912

Member’s Equity 58,058
Total Liabilities and Member's Equity 119,970

The accompanying notes are an integral part of this financial statement.




Prescient Securities, LLC 3
Notes to Financial Statement

1. Organization and Significant Accounting Policies

Prescient Securities, LLC (the “Company”) is registered as a broker-dealer in securities with the
Securities and Exchange Commission and is a member of the National Association of Securities
Dealers, Inc. The Company is a wholly owned subsidiary of Prescient Markets, Inc (“PMI™)
whose ultimate parent is SunGard Data Systems, Inc. (“SunGard”).

The principal source of the Company’s income is generated from executing securities transactions
as an agent on behalf of PMI. PMI provides an internet-based platform used for electronic
trading of commercial paper. The Company earns fees primarily from issuers for placing
commercial paper.

PMI provides basic operational services to the Company in the ordinary course of its business,
including, but not limited to, administrative, financial and accounting, information systems, office
space and equipment, research services and marketing services. In connection with providing
such services, PMI pays all overhead expenses on behalf of the Company. In return, the Company
pays a monthly management fee to PMI.

The Company records revenue and related expenses on a trade-date basis.

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. -

Cash represents deposits at two U.S. commercial banks.

The Company is part of a Federal consolidated return with SunGard and PMI and a combined
state and local returns with PMI. Pursuant to an informal tax sharing arrangement, the Company
computes its tax provision in a separate company basis and is reimbursed for benefits to the
extent they can be utilized in the consolidated returns.

2. Net Capital Requirements

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 and requires that the ratio
of aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1 and under
certain conditions the rule of the “applicable” exchange also provides that equity capital may not
be withdrawn or dividends paid if the resulting net capital ratio would exceed 10 to 1. At
December 31, 2002, the Company had net capital of $58,786, which exceeded the minimum
requirement of $5,000 by $53,786. The Company’s net capital ratio was .96 to 1.

The Company has claimed exemption from Rule 15¢3-3 under the provisions in Section (k)(2)(3).

3. Related Party Transactions

As compensation for various services provided, the Company pays PMI a monthly management
fee equal to 95% of the Company’s monthly net income, if any, for use of PMI’s trading
platform. The obligation of the Company to make such payments exist only to the extent such
revenues have actually been received in the form of cash. The Company will not be obligated to




Prescient Securities, LLC 4
Notes to Financial Statement

make any such payments based on accrued commissions or revenues receivable until such
receivables have been collected. '

In the event that payment of the management fee by the Company would result in its net capital
falling below 120% of the minimum net capital requirement, as defined under SEC Rule 15¢3-
1(a)(2)(iii) (the “Minimum Net Capital”), PMI has agreed to waive payment on that portion of the
management fee which would result in the Company’s capital to be reduced to an amount less
that the Minimum Net Capital required. Should the Company’s capital be reduced to the
Minimum Net Capital required as a result of the payment of the management fee, the amount of
such fees and expenses which are not paid shall be waived by PMI, and the Company shall in no
way be obligated to repay PMI for such management fees not paid. '
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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 Stockholder of Prescient Securities, LLC Inc.:

In planning and performing our audit of the financial statements and supplementary schedules of
Prescient 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 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 objectives
stated in Rule 17a-5(g), in the following:

1. Making the periodic computations 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, 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.

%&W J1F

February 28, 2003




