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ADDRESS OF PRINCIPAL PLACE OF BUSlNESS (Do' not use P.Q. Box No.)
360 East 88" Street, 2D BES

: (Nc and Slreel) ‘
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NAME AN-D TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
Leonard Schwalb 212-426-1700

{Area Code - Telephone No.)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*
Ernst & Young LLP

{Name - of individual, stata last, first, middle name)

5 Times Square New York NY 10036

{Address) {City) (State) (Zip Code)
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CHE Certified Public Accountant ' ‘ L) OCESSE’D
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DATH OR AFFIRMATION

. _Leonard Schwalb__ - , swear (or affirm) that, to the best of my knowledge and

selief the accompanying financial statements and supporting schedules pertaining to the firm of

__7PG  Securties LLC____ : , as of
December 31 , 20 02 , are true and correct. | further swear (or affirm) that neither the company

aor any partner, proprietor, principal officer or director has any proprietéry interest in any account classified soley as thatof a
sustomer, except as follows:

S ).

Jgnature
Chief Financial Officer

Title
/ REBECCA M. SPECKER .
P _ , Notary f\TUb(l)i? Ss’;atéa of New York i
A : - 0. 01SP5077633 - -
‘ Notary Public VL/ Qualified in New York County d

Commission Expires /f /¢ / ~
o

This report** contains (check all applicable boxes):

X (a) Facing page. » | ,‘ j ‘
(b) Statement of Financial Condition. L R -
O (c) Statementofincome (Loss). . ‘
O (d) Statementof Changes in Financial Condition.
0 (e) StatementofChanges In Stockholders’ Equity or Partners’ or Sole Proprietor's Capital.
O (f) Statement of Changes in Liabilities Subordinated to Clalms or Creditors.
O (g) Computationof Net Capital.
O (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
O () Information Relating to the Possesslon or control Requirements Under Rule 15¢3-3. -
O () AReconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the gg
Computation for Determination of the Reserve Requirements Under Exhibit A or Rule 15¢3-3. i
0O (k) A Reconclliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation.
() ~ An Oath or Affirmation.
O (m) A copy of the SIPC Supplemental Report.
O (n) ° A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit. ¢

**For condifidné of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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STATEMENT OF FINANCIAL CONDITION
ZPG Securities, LLC
(a Limited Liability Company)

December 31, 2002
With Report of Independent Auditors



ZPG Securities, LLC
(a Limited Liability Company)

Statement of Financial Condition

December 31, 2002
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Ell FERNST & YouUNG & Ernst & Young L1p @ Phone: (212) 773-3000

5 Times Square www.ey.com
New York, New York 10036-6530

Report of Independent Auditors

To the Members of
ZPG Secunties, LLC

We have audited the accompanying statement of financial condition of ZPG Securities, LLC
(the “Company”) as of December 31, 2002. This statement of financial condition is 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. 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 financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall presentation of the statement of financial condition. We believe that.our audit
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 ZPG Securities, LLC at December 31, 2002, in
conformity with accounting principles generally accepted in the United States.

St ¥ MLL? |

March 26, 2003

A Member Practice of Ernst & Young Global 1



ZPG Securities, LLC
(a Limited Liability Company)

Statement of Financial Condition

December 31, 2002

Assets
Cash $ 173,013
Receivable from broker 3,117,297
Investments owned:
Marketable, at market value 3,344,578
Not readily marketable, at fair value 200,160
Investment in affiliated investment companies, at fair value 7,980,378
Other assets 113,645
Total assets $14,929,071

Liabilities and members’ equity

Payable to broker $ 1,944,718
chér liabilities . ‘ ' 60,754

2,005,472
Members’ equity 12,923,599
Total liabilities and members’ equity $14,929,071

See accompanying notes.



ZPG Securities, LLC
(a Limited Liability Company)

Notes to Statement of Financial Condition

December 31, 2002

1. General Information and Significant Accounting Policies
Organization and Basis of Presentation

ZPG Securities, LLC (the “Company”) is registered as a broker and dealer with the Securities
and Exchange Commission and is a member of the National Association of Securities
Dealers, Inc. The Company is a majority owned subsidiary of Acorn Partners, a limited
partnership (the “Parent”).

Investment transactions and related revenues and expenses are recorded in the financial
statements on a trade date basis.

Va]uation of Investments

Investments owned, securities sold, not yet purchased, and derivative contracts are stated at
market or fair value with related changes in unrealized appreciation or depreciation reflected
in net trading gains. Market value is generally based on quoted prices or broker or dealer
quotations. In the absence of readily discernible market values, the Company carries its
investments at their fair values. However, because of the inherent uncertainty of valuation,
the estimated fair values may differ from the values that would have been used had a ready
market for the investments existed, and the differences could be material.

Income Taxes

The financial statements do not include a provision for income taxes on members’ income
because the Company will be treated as a partnership for income tax purposes and such taxes
are the liabilities of the Company’s members.

Fair Value of Finan»cial Instruments

The fair value of the Company’s assets and liabilities which qualify as financial instruments
under Statement of Financial Accounting Standards No. 107, “Disclosure about Fair Value of
Financial Instruments,” approximates the carrying amounts presented in the statement of
financial condition.



ZPG Securities, LLC
(a Limited Liability Company)

Notes to Statement of Financial Condition (continued)

December 31, 2002

1. General Information and Significant Accounting Policies (continued)
Investment in Affiliated Investment Companies

At December 31, 2002, the Company has investments in affiliated investment companies
totaling $7,980,378. These affiliated investment companies are invested in various types of
securities and financial instruments. Investments in these affiliated investment companies at
December 31, 2002 were as follows: Acorn Overseas Securities Co., $3,810,398, ADHCO,
LLC, $141,078, and TER I, LLC, $4,028,902. These investments are recorded at fair value
based upon their audited financial statements at December 31, 2002. Such financial
statements generally value securities and other financial instruments on a mark-to-market
basis of accounting.

Use of Estimates

The preparation of the financial statements in conformity. with generally accepted accounting
principles requires management to make estimates and assumptions that affect amounts
reported in the financial statements and accompanying notes. Management believes that the
estimates utilized in preparing its financial statements are reasonable and prudent. Actual
results could differ from these estimates.

2. Investments Owned

Investments owned, at market or fair value at December 31, 2002 are:

Investments

Owned
Common and preferred stock $3,344,578
Not readily marketable 200,160
| $3,544,738

All investments owned are pledged to the clearing brokers on terms which permit those
parties to sell or pledge the securities to others subject to certain limitations.



ZPG Securities, LLC
(a Limited Liability Company)

Notes to Statement of Financial Condition (continued)

December 31, 2002

3. Receivable from Broker

All security transactions of the Company are cleared by a major securities firm, which is
primarily based in the New York Metropolitan area. At December 31, 2002, the receivable
from broker, investments owned and payable to broker are positions with and amounts due
from and to this broker. '

4. Net Capital Requirements

As a registered broker-dealer, the Company is subject to the Uniform Net Capital Rule of the
Securities and Exchange Commission. The Company computes its net capital under the
aggregate indebtedness method, which requires that the Company maintain minimum net
capital, equal to the greater of $100,000 or six and two-thirds percent of aggregate
indebtedness, as defined. The SEC requirements also provide that equity capital may not be
withdrawn or cash dividends paid if certain minimum net capital requirements are not met.
At December 31, 2002, the Company had excess net capital of $4,028,661 after giving effect
to a net capital requirement of $100,000.

5. Subsequent Events

Subsequent to December 31, 2002, there were $5,454,227 (including $2,257,000 from the
investment in TER 1, LLC) in capital withdrawals.



