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MahaAssociates, LLP

CERTI1FTITETD
P U B L I C
ACCDUNTANTS

INDEPENDENT AUDITORS’ REPORT

To the Members of
Rutberg & Company, LLC:

We have audited the accompanying balance sheet of Rutberg & Company,
LLC (a Delaware 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 Rutberg & Company, LLC as of December
31, 2002, and the results of its operations and its cash flows for the period 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 Schedule I 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.

WMad 7 Guesscita, 12

San Francisco, California
January 24, 2003
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RUTBERG & COMPANY, LL.C

B E SH - EMBER 31, 2002
ASSETS
CURRENT ASSETS:
Cash and cash equivalents $ 163,043
Accounts receivable-
Trade 21,662
Other 4915
Prepaid expenses 17,786
Deposits 4478
Total current assets $ 211,884
PROPERTY AND EQUIPMENT, at cost:
Office equipment $ 6,842
Computer equipment 7,822
Less - accumulated depreciation (5,831)
$ 8,833
Total assets $ 220,717
ITIE EMBERS' EQUIT
CURRENT LIABILITIES:
Accounts payable $ 21,532
Accrued liabilities : 21,877
Total current liabilities S 43,409
MEMBERS’ EQUITY:
Managing members - Class A - 420,000 units $ 262,500
Nonmanaging members - Class C- 2,120,000 units 1,325,000
$ 1,587,500
Accumulated deficit (804,767)
Net loss (605,425)
Total members' equity $ 177,308
Total liabilities and members' equity $ 220,717

The accompanying notes are an integral part of this financial statement.
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REVENUES $ 257,673
COST OF OPERATIONS 370,653

Gross Profit $ (112,980)

SELLING, GENERAL AND ADMINISTRATIVE

EXPENSES:
Salaries 147,591
Professional fees 52,344
Rent 45,455
Travel and entertainment 43,900
Telephone 34,608
Payroll Taxes 34,137
Group benefits 29,331
Dues and subscriptions 26,437
Office expenses : 19,539
Insurance 10,009
Taxes, license & fees 9,472
Equipment rental 8,911
Utilities 8,342
Public relations 7,541
Postage & delivery 5,565
Vacation 4,820
Depreciation 4,266
Others 4,113
Bonus 3,000
$ 499,381

Loss from operations $ (612,361)
OTHER INCOME 6,936
NET LOSS : $ (605,425)

The accompanying notes are an integral part of this financial statement.
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RUTBERG & P LLC
TATE F ES !
RTHE D DECEMBER 3
Managing Nonmanaging Accumulated
Members Members Deficit Total
BALANCE - DECEMBER 31, 2001 $ 250,000 $ 875,000 (804,767) $§ 320,233
Members' contribution 12,500 450,000 - 462,500
Members' withdrawals - - - -
Net loss - - (605,425) (605,425)
BALANCE - DECEMBER 31, 2002 $ | 262,500 $ 1,325,000 $ (1,410,192) $ 177,308

The accompanying notes are an integral part of this financial statement.
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RUTBERG & COMPANY, L1.C
STATEMENT OF CASH FI1.OWS

F E YEAR ENDED DECE 3

CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss $ (605,425)

Adjustments to reconcile net income to net cash
provided by operating activities:

Depreciation $ 4,266
Changes in assets and liabilities:
Receivables (21,662)
Prepaid expenses (3,121)
Deposits (4,478)
Payables (7,923)
Accrued liabilities (163,934)
Total adjustments $ (196,852)
Net cash used in operating activities $ (802,277)

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of property and equipment $ (5,635)

Net cash used in investing activities $ (5,635)

CASH FLOWS FROM FINANCING ACTIVITIES:

Proceeds from issuance of members' interest 5 462,500
Net cash provided by financing activities $ 462,500

NET DECREASE IN CASH $ (345,412)
CASH - BEGINNING OF YEAR 508,455
CASH - END OF YEAR $ 163,043

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
Cash paid during the year for: '
Interest $ -

Income taxes $ -

The accompanying notes are an integral part of this financial statement.
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RUTBERG & COMPANY, LLC

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2002

1. Summary of Significant Accounting Policies

General — Rutberg & Company, LLC (a Delaware Limited Liability
Company) (the Company), was formed on April 17, 2001 as a limited liability company.
The company is a research-driven investment company focused primarily on raising
private equity capital for and providing Merger & Acquisition services to leading
emerging growth companies. The Company is currently focused on the wireless
technologies sector. '

Method of Accounting -- The Company uses the accrual method of
accounting for financial reporting and income tax purposes.

Cash and Cash Equivalents — Cash and cash equivalents include all cash
balances and highly liquid investments with original maturities of three months or less.

Depreciation -- Depreciation of property and equipment is being provided
by charges to operations over the following useful lives:

Type of Property : Life
Office equipment 3 to 7 years
Computer equipment 3 to 7 years

Depreciation is computed using primarily the straight-line and declining
balance methods. The depreciation expense was $4,266 during the year ended December
31, 2002.

Income Taxes — The Company and its members elected income tax status
as a limited liability company from its inception. Under this election, the members of the
Company are personally liable for federal and state income taxes. The Company is liable
for state LLC fees on revenue generated.

Concentration of Credit Risk — Financial instruments which potentially
subject the company to concentration of credit risk consist principally of deposits greater
than $100,000 with each financial institution. During the year, the company had cash
deposits subject to risk in excess of this amount not insured by the Federal Deposit
Insurance Corporation. Management periodically reviews its cash policies and believes
any potential accounting loss is minimal.



Estimates Included in the Financial Statements — 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 dates of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual results could differ from those
estimates.

2. Net Capital Requirements

The company is subject to the Securities and Exchange Commission
Uniform Net Capital Rule (SEC 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. The company had net capital of $22,225, which
was $17,225 in excess of its required net capital of $5,000 as of December 31, 2002. The
company’s net capital ratio was 1.96 to 1.

See Schedule I for net capital as of December 31, 2002.
The company operates under a ‘““fully-disclosed” basis, whereby the

company will not hold customer funds or safekeep customer securities. Therefore, the
computation pursuant to Rule 15¢3-3 is not required.

Statement of changes in liabilities None
Subordinated to claims of general
creditors — (d) (2)

3. Members’ Interest

The interest of the members in the company is comprised of three classes.
Class A and Class B units are issued for Managing Members and Class C units are issued
for Nonmanaging Members. Class A units and Class C units are issued solely for cash or
other property. Class B units are issued in exchange of services. All classes are intended
to be treated equally.

4. Lease Commitments

The company leases an office facility under an operating lease, which
expires on September 30, 2003.

The future minimum lease payment for facilities is $40,303 for the year
ending December 31, 2003. The total rental expense was $45,455 during the year ended
December 31, 2002.



RUTBERG & COMPANY, LLC

SCHEDULE I

COMPUTATION OF CAPITAL UNDER RULE 15C-3 OF THE

SECURITIES AND EXCHAGE COMMISSION

AS OF DECEMBER 31, 2002

Total ownerships' equity
Ownerships' equity not allowable for net capital

Total ownerships' equity qualified for net capital
Subordinated borrowings allowable for net capital
Total capital and allowable subordinated borrowings

Nonallowable assets
Cash deposit without PAIB agreement
Furniture and fixture
Receivables from non-customers
Other assets

Total nonallowable assets
Net capital before haircuts on securities positions
Haircuts on securities
NET CAPITAL
Reconciliation with company's computation (included in
Part Il of Form X-17A-5 as of December 31, 2002)

NET CAPITAL, as reported in company's Part 11
(unaudited) FOCUS report

Net audit adjustments

Net Capital per above

177,308

177,308

177,308

97,409

8,833
26,577
22,264

155,083

22,225

22,225

28,029

(5,804)

22,225




Maha:Associates, LLP
CERTTIFTIZETD
P u B L 1 C
ACCOUNTANTS

INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL

To the Members of
Rutberg & Company, LLC:

In planning and performing our audit of the financial statements of Rutberg
& Company, 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
consolidated 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. Recording 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 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 generally accepted in the United States of America.
Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the
preceding paragraph.
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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 weakness 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 timely period by employees in the normal course of performing their
assigned functions. However, we noted the following matter involving the control
environment and control activities and their operation that we consider to be a material
weakness as defined above. These conditions were considered in determining the nature,
timing, and extent of the procedures to be preformed in our audit of the financial
statements of Rutberg & Company, LLC for the year ended December 31, 2002, and this
report does not affect our report thereon dated January 24, 2003. We noted that several
bank statements were missing. The Company accepted our recommendation to keep bank
statements in file on a timely basis.

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.

San Francisco, California
January 24, 2003
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