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This report contains (check all applicable boxes):

(a)  Facing Page

(b)  Statement of Financial Condition

()  Statement of Operations

(@  Statement of Cash Flows

(e}  Statement of Changes in Members’ Equity

® Statement of Changes in Liabilities Subordinated to Claims of Creditors

(g0 Computation of Net Capital

() Computation for Determination of Reserve Requirement Pursuant to Rule 15¢3-3

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

G A Reconciliation, including appropriate explanations, of the computation of Net
Capital Under Rule 15¢3-1, and the Computation for Determination of the Reserve Requirements
Under Exhibit A Rule 15¢3-3 (not applicable)

Schedule of Segregation Requirements and Funds in Segregation Pursuant to Commodity Exchange
Act :

A Reconciliation between the audited and unaudited Statements of Financial Condition with respect
to methods of consolidation

An Oath of Afirmation

A copy of the SIPC Supplemental Report

A Report describing any material inadequacies found to exist or found to have existed since the date
of the previous audit

X (o) Independent Auditors’ Report on Internal Control Structure Required by SEC Rule 17a-5
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OATH OR AFFIRMATION
I, Michael C. Petrycki, swear (or affirm) that, to the best of my knowledge and belief the
accompanying financial statements and supporting schedules pertaining to the firm of Fulcrum
Global Partners LLC 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.

HARRY NEEDLEMAN
Notary Public, State of New York
No. 024622502 /’
Qualified in Wesichester County —Z 1t/

Commission Lxpices March 30, 2@5 / Michael C Petrycki d

Chief Executive Officer
@lic 4
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345 Park Avenue

New York, NY 10154 _
Independent Auditors’ Report

The Members of
Fulcrum Global Partners LLC:

We have audited the accompanying statement of financial condition of Fulcrum Global Partners
LLC 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 Fulcrum Global Partners LLC 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 conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in Schedules I and II is presented for 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.

KM LEP

February 28, 2003

l. .. KPMG LLP KPMG LLP a US. limited liability partnership, is
a member of KPMG International, a Swiss association.
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FULCRUM GLOBAL PARTNERS LLC
Statement of Financial Condition
December 31, 2002

(With Independent Auditors’ Report Thereon)
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Independent Auditors’ Report

The Members of

~ Fulcrum Global Partners LLC:

We have audited the accompanying statement of financial condition of Fulcrum Global Partners
LLC as of December 31, 2002, that you are filing pursuant to Rule 17a-5 under the Securities
Exchange Act of 1934. This financial statement is the responsibility of the Company’s
management. QOur responsibility is to express an opinion on this financial statement 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 of a statement of financial condition includes examining, on a test basis,
evidence supporting the amounts and disclosures in that statement of financial condition. An
audit of a statement of financial condition also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall statement of
financial condition presentation. We believe that our audit of the statement of financial
condition provides a reasonable basis for our opinion. ‘

In our opinion, the statement of financial condition referred to above presents fairly, in all
material respects, the financial position of Fulcrum Global Partners LLC as of December 31,
2002, in conformity with accounting principles generally accepted in the United States of

America.
Krpme P

February 28§, 2003

. . . l KPMG LLP KPMG LLP a U.S. limited liability partnership, is
a member of KPMG International, a Swiss association.




FULCRUM GLOBAL PARTNERS LLC

Statement of Financial Condition

December 31, 2002

Assets

Cash and cash equivalents

Securities owned, at market value

Receivable from clearing organization and other

Furniture, equipment and leasehold improvements at cost, net of accumulated
depreciation and amortization

Other assets

Total assets

Liabilities and Members' Equity

Liabilities:

Securities sold, not yet purchased, at market value

Consulting fees payable

Payable to former members

Accounts payable and accrued expenses

Total liabilities

Members' equity

Total liabilities and members' equity

See accompanying notes to statement of financial condition.

280,556
242,434
10,433,718

3,097,598

492,428

14,546,734

902,267
4,061,228
479,871

799,774
6,243,140
8,303,594

14,546,734
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FULCRUM GLOBAL PARTNERS LLC

Notes to Statement of Financial Condition
December 31, 2002

Organization

Fulcrum Global Partners LLC (the “Company”) is a broker-dealer registered with the Securities and
Exchange Commission (SEC) and is a member of the National Association of Securities Dealers, Inc.
(NASD). The Company commenced operations on April 16, 2001. The Company acts as an executing
broker or principal in the purchase and sale of U.S. listed equity securities and, as agent only, in the
purchase and sale of United States Treasury issued securities. The Company maintains a fully disclosed
clearing agreement with a major clearing organization. The Company also supplies proprietary market,
industry and company research and data and operates as a market maker in the over-the-counter equity
securities market. The Company does not engage in certain traditional investment banking activities.

Summary of Significant Accounting Policies
Basis of Presentation

The Company prepares its financial statements in accordance with accounting principles generally

accepted in the United States of America. In preparing the statement of financial condition, management is -

required to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the reporting date of the statement of financial condition.
These estimates and assumptions are based on judgment and available information, and consequently,
actual results could differ from those estimates.

Securities Transactions

Securities transactions of the Company are recorded on a trade-date basis.

Cash and cash equivalents

Cash and cash equivalents include non-restricted cash held at the clearing organization.

Furniture, equipment and leasehold improvements

Furniture and equipment are carried at cost and are depreciated on a straight-line basis over the estimated
useful lives of the related assets, ranging from three to five years. Leasehold improvements are amortized
over the lesser of the useful life of the related improvement or the term of the lease.

Stock Compensation

The Company’s Phantom Unit Plan is accounted for in accordance with SFAS No. 123, Accounting for
Stock-Based Compensation, which establishes accounting and disclosure requirements using a
fair-value-based method of accounting for stock-based employee compensation plans. Compensation cost
is recognized over the vesting period in employee compensation, related benefits and consulting fees. The
estimated portion of the award expected to be settled in member units is accrued in members’ equity. The
remaining portion is recorded in accrued expenses for the estimated withholding tax obligation expected to
be paid by the Company on behalf of the recipient.



FULCRUM GLOBAL PARTNERS LLC

Notes to Statement of Financial Condition

December 31, 2002

(3) Consulting Fees
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The Company is a party to a nonexclusive consulting agreement with a service provider to have
substantially all its personnel needs provided for. The amount included in consulting fees payable
represents the accrued but unpaid amount relating to this consulting agreement.

Securities Owned and Securities Sold, Not Yet Purchased

Securities owned and securities sold, not yet purchased are recorded at market value and consist of listed
securities, including certain over-the-counter securities in which the Company makes markets.

Receivable from Clearing Organization

Amounts receivable from clearing organization at December 31, 2002 includes $296,782 of commissions
receivable on unsettled transactions.

Commitments and Contingencies

The Company has direct obligations under several operating leases for office space, expiring at various
dates through 2010, whereby the Company is committed to pay minimum future rentals as follows:
Minimum
future rentals

Fiscal year ending December 31:

2003 $ 1,432,803
2004 1,384,295
2005 1,127,530
2006 1,079,107
2007 1,005,284
2008 and thereafter 2,821,788

$ 8,850,807

The Company is a defendant in certain legal actions arising out of its business activities. Although the
ultimate outcome of litigations involving the Company cannot be predicted with certainty, after reviewing
these actions with its counsel, management believes it has meritorious defenses to all such actions and
believes the outcome of such litigations would not have a material adverse effect on the Company’s
financial position.
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FULCRUM GLOBAL PARTNERS LLC

Notes to Statement of Financial Condition
December 31, 2002

Line of Credit

The Company maintains a $3,000,000 Junior Subordinated Revolving Credit Agreement (“Credit
Agreement”) with a major financial institution that expires on December 31, 2003. The Credit Agreement
allows the Company to enter into separate promissory notes from time to time for a period of one year
from the promissory note date. The aggregate principal amounts of the promissory notes cannot exceed
$3,000,000. No amounts were outstanding as of December 31, 2002. '

Members’ Equity

The Company’s profits and losses are allocated among the active members based on their relative
ownership percentages. All distributions from the Company are at the sole discretion of the managing
member and subject to certain regulatory requirements.

Phantom Unit Plan

In July 2002, the Company initiated a Phantom Unit Plan (the “Plan”), a form of stock-based compensation
whereby certain individuals were granted phantom units. The phantom units vest one-third after every
twelve-months over a three-year period. After each twelve-month period, and after certain conditions are
met, the phantom units will be converted to member units. The member units are governed by the Fulcrum
LLC Operating Agreement.

Phantom units with a fair value of $1,985,000 were granted during 2002 with a weighted-average grant-
date value of $49.40 per unit. The estimated fair value of the phantom units at the date of grant is based on
management’s best estimate of the fair value of the member units at such grant date, based on various
assumptions of projected revenues, estimated forfeitures and market multiple factors.

A total of $311,099 was allocated between members’ equity and accrued expenses as of December 31,
2002. The estimated portion of the award expected to be settled in member units is accrued in members’
equity. The remaining portion is recorded in accrued expenses for the estimated withholding tax obligation
expected to be paid by the Company on behalf of the recipient.

(10) Net Capital Requirement

The Company, as a registered broker and dealer in securities, is subject to the SEC’s Uniform Net Capital
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, not exceed 15 to 1. At December 31, 2002, the
Company’s ratio of aggregate indebtedness to net capital was .75 to 1. The Company’s net capital was
$7,094,873, which was $6,569,873 in excess of its required net capital of $525,000.

The SEC may by order restrict, for a period of up to twenty business days, any withdrawal by a broker-
dealer of equity capital, as defined, if such withdrawal when aggregated with all other withdrawals of
equity capital on a net basis during a thirty calendar day period exceeds 30% of the broker-dealer’s net
capital or if the SEC determines that such withdrawal would be detrimental to the financial integrity of the
broker-dealer or the financial community.
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FULCRUM GLOBAL PARTNERS LLC

Notes to Statement of Financial Condition

December 31, 2002

Income Taxes

The Company is a limited liability company for federal, state and local income tax purposes and,
accordingly, for the year ended December 31, 2002 was not subject to federal or state income taxes. The
Company is subject to the New York City unincorporated business tax (“UBT”) although no tax was due
for the year ended December 31, 2002. The members of the Company will be subject to tax on their
respective share of the Company’s income.

(12) Fair Value of Financial Instruments

(13

SFAS No. 107, “Disclosure about Fair Value of Financial Instruments”, requires disclosures about the fair
values of financial instruments for which it is practical to estimate fair value. Fair value is defined in SFAS
No. 107 as the amount at which a financial instrument could be exchanged in a current transaction between
willing parties, other than in a forced or liquidation sale. The Company’s financial assets and liabilities are
carried at market or fair value or are carried at amounts which approximate fair value as the market value
of such items is not materially sensitive to shifts in market interest rates due to the limited term and nature
of such instruments. Estimates of fair value are made at a specific point in time, based on relevant market
information and information about such financial instruments.

Counterparty Credit Risk and Market Risk

As an institutional broker and dealer, the Company is primarily engaged in securities trading and brokerage
activities with institutional investors including other brokers and dealers, hedge funds and money
managers. As a result, the Company is exposed to risk of loss on these transactions in the event of the
customer’s inability to meet the terms of the contracts in which case the Company may be required to
purchase or sell the underlying securities at prevailing market prices. It is the Company’s policy to review,
as necessary, the credit worthiness of each counterparty.

As a securities broker and dealer, the Company is engaged in various securities trading and brokerage
activities as principal. In the normal course of business, the Company has sold securities that it does not
currently own and will therefore be obligated to purchase such securities at a future date. The Company
has recorded this $902,267 obligation at the market value of the related securities in the statement of
financial condition at December 31, 2002. The Company will incur a trading loss on these securities if the
market price increases and a trading gain if the market price decreases subsequent to December 31, 2002.
In security sales transactions, the Company is subject to risk of loss if the security is not received and the
market value has increased over the contract amount of the transaction.
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345 Park Avenue
New York, NY 10154

Independent Auditors’ Report on Internal
Control Required by SEC Rule 17a-5

The Members of
Fulcrum Global Partners LLC:

In planning and performing our audit of the financial statements and supplemental schedules of Fulcrum
Global Partners 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 (the “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 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 the 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 the preparation of financial statements in
conformity with accounting principles. Rule 17a-5(g) lists addmonal objectives of the practices and
procedures listed in the preceding paragraph.

. . l . KPMG LLP KPMG LLP a U.S. limited ligbility partnership, is
a member of KPMG International, a Swiss association.



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 errors 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 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
Securities and Exchange Commission, the National Association of Securities Dealers, Inc. 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.

- KPMe P

February 28, 2003



