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PUBLIC ACCOUNTANTS
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Grant Thornton &%

Accountants and Business Advisors

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To the Members of
Telemetry Securities, L.L.C.

We have audited the accompanying statement of financial condition of Telemetry Secunties, L.L.C.
(a Delaware limited liability company) (the “Company”) as of December 31, 2002. This financial statement
is the responsibility of the Company’s management. Our responsibility is to express an opinion on this
statement of financial condition 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 statement of financial condition is free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the statement of financial condition. 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 opinton, the financial statement referred to above presents fairly, in all material respects, the financial
position of Telemetry Securities, L.L.C., Inc. as of December 31, 2002 in conformity with accounting
prnciples generally accepted in the United States of America.

Bt it >

New York, New York
- February 18, 2003

60 Broad Street
New York, NY 10004
- T 212.422.1000
F 212.422.0144
W www.grantthornton.com

Grant Thornton LLP
US Member of Grant Thornton International




Telemetry Securites, L.L.C.
STATEMENT OF FINANCIAL CONDITION

December 31, 2002

ASSETS
Securities owned, at market value

Receivable from clearing broker

Other

LIABILITIES AND MEMBERS’ EQUITY
Liabilities
Securities sold, but not yet purchased,
at market value
Accounts payable and accrued expenses
Total liabilities
Members’ equity

Total liabilities and members’ equity

The accompanying notes are an integral part of this statement.

$ 87,706,262
115,404,260
79,427

_— e

$203,189,949

$ 87,507,204
41235

87,548,439

115,641,510

$203,189.949




Telemetry Secunties, L.L.C.
NOTES TO STATEMENT OF FINANCIAL CONDITION

December 31, 2002

NOTE A - ORGANIZATION AND BUSINESS

Telemetry Securities, L.L.C., a Delaware limited liability company (the “Company”) is a broker-dealer
registered with the Securities and Exchange Commission (“SEC”) and is a member of the Amernican
Stock Exchange, Inc. (“ASE”). The Company was established for the purpose of engaging in
proprietary trading activities using strategies on a global basis in the form of trading in domestic and
foreign securities and other financial instruments.

The Company’s Manager is Telemetry Investments, L.L.C. (“Investments”). The Company’s members
are Telemetry Fund I, L.P. (“L.P.”) and Telemetry Fund (Cayman) I, Ltd. (“Ltd.”). The investment
objectives and restrictions of L.P. and Ltd. apply to the Company as if those investments were made
directly by L.P. and Ltd. L.P. and Ltd. share in the profits and losses of the Company in proportion to
their respective interests in the Company. Their loss is limited to the amount of their investments.

The Company shall continue until December 31, 2030 unless otherwise sooner dissolved or extended
by Telemetry Investments, L.L.C. (“Investments”) in its capacity as managing member of the
Company.

As the Company clears all transactions through another broker-dealer, it is exempt from the provisions

of SEC Rule 15¢3-3 in that the Company’s activities are limited to those set forth in the conditions for
exemption appearing in paragraph (k)(2)(ii) of that rule.

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Securities Transactions

Securities owned and securities sold, but not yet purchased, are stated at quoted market values.
Subsequent market fluctuation of securities sold, but not yet purchased, may require purchasing the
securities at prices, which may differ from the market values, reflected in the statement of financial
condition.

Securities transactions are recorded on a trade-date basis.




Telemetry Secunties, L.L.C.
NOTES TO STATEMENT OF FINANCIAL CONDITION (continued)

December 31, 2002

NOTE B (continued)
Receivable From Clearing Broker

Receivable from clearing broker includes cash held at the cleaning broker, Mernll Lynch Professional
Clearing Cotporation (the “Clearing Broker”). Substantially all of the Company’s cash and secunities are
held with the Clearing Broker.

Income Taxes

No provision for income taxes has been reflected in the accompanying statement of financial condition
since a limited liability company is not responsible for the payment of Federal income taxes. All
revenues and expenses retain their character and pass through directly to the members.

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. Actual results could differ from those estimates.

NOTE C- NET CAPITAL REQUIREMENT

As a registered broker-dealer, the Company is subject to Uniform Net Capital Rule 15¢3-1 of the SEC,
which requires that the Company maintain minimum net capital, as defined, of $100,000 or 6-2/3% of
aggregate indebtedness, as defined, whichever is greater. Net capital and aggregate indebtedness change
from day to day, but as of December 31, 2002, the Company had net capital of $92,569,048, which
exceeded its requirement of $100,000 by $92,469,048. At December 31, 2002, the Company’s ratio of
aggregate indebtedness to net capital was 0.04%. The capital rules of the SEC and the ASE provide that
equity capital may not be withdrawn or cash dividends paid if resulting net capital would be less than
the minimum requirements. Additionally, the capital rules of the SEC and ASE also provide that the
Company must promptly notify the SEC and the ASE about the withdrawal(s) of equity capital
assuming such withdrawal(s) exceed(s) certain percentages of the Company’s excess net capital.

Propmetary accounts held at the Clearing Broker (“PAIB assets”) ate considered allowable assets in the
computation of net capital pursuant to an agreement between the Company and the Clearing Broker
which requires, among other things, that the Clearing Broker petform a computation of PAIB assets
similar to the customer reserve computation set forth in Rule 15¢3-3.
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Telemetry Secunties, L.L.C.
NOTES TO STATEMENT OF FINAN CIAL CONDITION (continued)

December 31, 2002

NOTE D - CAPITAL ACCOUNTS

The Company maintains a separate capital account for each member. The capital accounts are
comprised of initial and subsequent contributions less any withdrawals made duning the pedod. The
Manager of the Company may admit additional members or capital contrbutions on the first day of
each fiscal quarter or at such time as the Manager in its discretion sees fit. Each member has the nght
to withdraw, within 45 days of giving prior written notice to the Manager, its Capital Account Balance,
as defined, from the Company effective as of June 30 or December 31 of any fiscal year occurring on
or after the first anniversary of the inittal capital contnbution.

NOTE E - FINANCIAL INSTRUMENTS WITH OFF-BALANCE-SHEET RISK AND
CONCENTRATIONS OF CREDIT RISK
In the normal course of business, the Company used various financial instruments as part of its
strategies to meet its investment objectives. The execution, settlement and financing of these
transactions may result in off-balance-sheet nisk or concentration of credit risk.
The Company may be exposed to a risk of loss not reflected in the statement of financial condition for

Secunties sold, but not yet purchased, should the value of such securities nse. The Company’s principal
activities are subject to the risk of counterparty nonperformance.

NOTE F - SUBSEQUENT EVENTS

Effective January 2003, the Company had pending withdrawals of approximately $1,600,000.
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