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OATH OR AFFIRMATION

I, MJ[LWM@ éﬁ%@ , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
FIREFLY CAPITAL, INC.

of June 30 ,20 03

, a8

, 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, except as follows:

D

“ PR - ‘ o Slgnature
~> ‘ K__‘ Tltle

Notary Public

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

(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition. e

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors” Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

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

(3> A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

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

(D' An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) Areport describing any material inadequacies found to exist or found to have existed since the date ofthe previous audit.

OO0 0O KOOKNKKSERINN

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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STEPHEN J. SUSSMAN
Cortfocd Potlly Abountont

12 PARMENTER ROAD LONDONDERRY..NH 03053 TEL. (603) 437-1910
- FAX (603) 437-3676

Independent Auditor’s Report

To the Board of Directors of
Firefly Capital, Inc.
. Boston, MA

We have audited the accompanying statement of financial condition of Firefly Capital, Inc. (the
Company) as of June 30, 2003 and the related statements of income, changes in stockholders’
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 respon51b1hty 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 audlt 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 Firefly Capital, Inc. as of June 30, 2003, and.the results of their operationsand ... . ... _-
- their cash flows for the year then ended in conform1ty w1th accou.ntmg prmc1p1es generally accepted

- in the Umted States of America. -

Our audit was conducted for the purpose:of fdrmmg an opinion on the basic ﬁnancxal statements
taken as a whole. The information contamed in Schedules I II III and IV is presented for
purposes of additional analysis and is-nc ed he-baste—financtal-s

supplementary information required by rule 17a—5 under the Secuntles 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 relatxon to the
bas1c ﬁnanc1a1 statements taken as a whole. :

Stephen J. Sussman, PLLC
Certified Public Accountant

- Londonderry, Néw Hampshlre 2
August 27 2003 : ‘



FIREFLY CAPITAL, INC.
STATEMENT OF FINANCIAL CONDITION

JUNE 30, 2003

ASSETS

Cash and cash equivalents

Receivable from broker dealers

Deposits with clearing organizations

Rent deposit '

Receivable from officers

Salaries advaﬁce

Furniture and equipment, at cost less,
accumulated depreciation of $130,041

Total Assets

LIABILITIES AND STOCKHOLDERS' EQUITY

Accounts payable, accrued expenses, and other 11ab111t1es
Income taxes payable
'Subordinated Loans

Total Liabilities

Stockholders' Equity ‘
~ Preferred stock, $0.01 par value, shares authorized
10,000,000; 1,100,000 1ssued and outstandlng shares
. (81,100,000 liquidation preference)
Common stock, $0.01 par value, shares authorized
10,000,000; 1,595,000 issued and 1,100,000 outstandmg shares
Additional paid-in-capital
Retained earnings (deﬁcn)
Less 495,000 shares of common stock in treasury, at cost

Total Stockholders' Equity

Total Stockholders' Equity and Liabilities

!

The accompanying notes are an integral part of these financial statements.

$ 493,754
159,700
108,011

8,550
73,436
9,588

176,538

$ 1,029,577

$ 202,477
168

559257

761,902

1,100,000

11,000
66,697
(829,522)

: 80,500

267,675

$ 1,029,577



FIREFLY CAPITAL, INC.
STATEMENT OF INCOME

FOR THE YEAR ENDED JUNE 30, 2003

Revenues:

Commissions | : -8 2191 1 9
Interest and dividends 7,996
Other income _ B 4,181
231,296
~ Expenses:

Employee compensation and benefits | ' 188,886
Floor brokerage, exchange, and clearance fees 82,439
Communications _ ‘ ‘ 37,659
Occupancy: ‘ ' ‘ ' - 138,405
Taxes, other than income taxes v 16,914
“Other expenses - ' 181,809
. 646,1 12'
Income Before Income Taxes : : _ . (414,816)
Provisibn for Income Taxes , | 290

Net Income (Loss) » s (414,526) |

I o m o asras mars rrar e vt e et certmnen] mnet At mara Cremarnrcal ctntortanmto



' FIREFLY CAPITAL, INC.
STATEMENT OF CHANGES IN SUBORDINATED BORROWINGS
FOR THE YEAR ENDED JUNE 30, 2003

Subordinated borrowings at July 1, 2002 | - $ -
Increases: v

Issuance of subordinated notes ‘ 559,257
Subordinated borrowings at June 30, 2003 $ 559,257

’

The accompanying notes are an integral part of these financial statements.
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FIREFLY CAPITAL, INC.
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2003
Cash flows from opgrating activities:
Net income (loss)

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

Depreciation $ 97,993
Deferred taxes : : : (1,843)
(Increase) decrease in operating assets: -
Increase in receivable from broker dealers (158,256)
Decrease in marketable securities 501
Increase in receivable from officers (47,320)
Increase in salaries advance v ' . (9,588)
Increase (decrease) in-operating liabilites: '
Decrease in accounts payable, accrued expenses ‘ (55,760)
Decrease in securities sold not yet purchased (267)
Decrease in income taxes payable R __(1,610)
* Total adjustments

Net cash provided by operating activities

‘Cash flows from investing activities
Purchase of furniture and equipment
Increase in deposits with clearing organizations

Net cash used in investing activities

Cash flows from financing activities
' Issuance of subordinated loans -

Net decrease in cash
Cash at beginning of the year
Cash at end of the year

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION
Cash paid during the year for:

Interest payments

Income tax_payménts

Disclosure of accounting policy:

For purposes of the statement of cash flows, the Company considers all highly liquid debt
instruments purchased with a maturity of three months or less to be cash equivalents.

The accompanying notes are an integral part of these financial statements.

$(414,526)

(176,150)

(590,676)

(1,000)

(100,625)

(101,625)

'559,257

(133,044)

626,798 -

5

493,754

32

$

2,618



FIREFLY CAPITAL, INC.
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2003

NOTE 1- SIGNIFICANT ACCOUNTING POLICIES

Organization and Nature of Business o
The Company was incorporated on December 11, 2000. It serves as a broker/dealer in securities.
Related commission revenue and expenses are recorded on a settlement date basis.

- Fixed Assets »

Fumniture and equipment are being depreciated using the straight-line method over their estimated
useful lives, ranging from three to seven years. For the fiscal year ended June 30, 2003,
depreciation expense was $98,288. ‘

Use of Estimates , _

_The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amount of assets and liabilities as of 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.

Allowance for Bad Debts
The Company considers accounts receivable to be fully collectible; accordmgly, no allowance for
doubtful accounts is required.

NOTE2- NET CAPITAL

As a broker dealer, the Company is subject to the Securities and Exchange Commission’s
regulations and operating guidelines, which require the Company to maintain a specified amount
~ of net capital as d'cﬁned, and a ratio of aggregate indebtedness to net capital as derived, not
- exceeding 15 to 1. The Company’s net capital as computed under 15¢3-1, was $554,365 at June
30, 2003, which exceeded required net capital of $13,510 by $540,855. The ratio of aggregate
indebtedness to net capital at June 30, 2003 was 36.6%.



" FIREFLY CAPITAL, INC.
NOTES TO FINANCIAL STATEMENTS (Conti_nued)v

JUNE 30, 2003

NOTE 3- TAXES ON INCOME
Taxes‘ on income consist of the fdllowing:

Federal : State Total

Current $ 0 $ 1,553 $ 1,553
Deferred 1,084) (759) (1.843)
$0,084) §204  5090)

Deferred income taxes arise from temporary differences resulting from income and expense items
. reported for financial accounting and tax purposes in different periods. Deferred tax assets are
recorded to reflect deductible temporary differences and operating loss carryforwards while
~ deferred tax liabilities are recorded to reflect taxable temporary differences. '

NOTE 4- | COMMITMENTS AND CONTINGENCIES

The Company is committed to an operating lease for office space. Approximate future minimum
lease payments of all non-cancelable operating leases for the next four years is as follows:

2004 37,388
2005 37,388
2006 879

$75,655

Rent expense for the office space for the fiscal year 2003 was $35,897.

NOTES5- RELATED PARTY TRANSACTIONS

The Company has loaned its officers money for personal expenses during the year. It 1s expected
that these loans will be repaid through bonuses in the following year. The balance due as of June
30, 2003 was $73,436. ' ' :

14



FIREFLY CAPITAL, INC.
. NOTES TO FINANCIAL STATEMENTS (Continued)

JUNE 30, 2003

NOTE 6- CONCENTRATION OF CREDIT RISK

The Company maintains its checking account in one commercial bank. Cash in this checking
account at times exceeded $100,000. The checking account is secured by the Federal Deposit
Insurance Corporation (FDIC) up to $100,000.

The Company is engaged in various trading and brokerage activities with counterparties. In the
event counterparties do not fulfill their obligations, the Company may be exposed to risk. The
risk of default depends on the credit worthiness of the counterparty or issuer of the instrument. It
is the Company’s policy to review, as necessary, the credit standing of each counterparty with
which it conducts business. '

- NOTE 7- STOCKHOLDER’S EQUITY

' Cbmmon Stock — The Company’s Board has authorized the issuance of up to 10,000,000 shares
- 0f $0.01 par value common stock, of which 1,100,000 shares were outstanding and 495,000
shares were held in treasury as of June 30, 2003. :

Preferred Stock — As of June 30, 2003, the Company had authorized 1 0,000,000 shares of
preferred stock, par value $0.01, of which 1,100,000 shares have been designated as Series A
Convertible Preferred Stock.

The following summarizes certain features of the Company’s preferred stock:

- o Conversion - Each share of Series A Preferred are convertible into common stock on a
- one-to-one basis. The conversion ratio is subject to adjustment in the event of certain
dilutive issuances of stock. All preferred stock is mandatorily converted upon the
- completion of an initial public offering, which meets certain minimum requirements.

e Liguidation Preference — In the event of liquidation of the Company, the holders of Series
A Preferred shares outstanding will be entitled to be paid out of the assets of the Company,
available for distribution ratably, before any payment will be made to the holders of
commion stock, at $1.00, plus any outstanding dividends declared but unpaid. After the
payment of these preferences, the remaining assets available for distribution to

- stockholders will be distributed to holders of the common stock.

-e  Dividends — In the event any dividend is declared on the common stock, such dividend
shall be distributed to the holders of Series A Preferred Stock and common stock on a pro
rata basis, based on the number of shares of common stock then held by each such holder
(assuming the conversion of the Series A Preferred Stock into common stock).



FIREFLY CAPITAL, INC.
NOTES TO FINANCIAL STATEMENTS (Continued)

JUNE 30, 2003

- o Voting Rights — Each holder of outstanding shares of Series A Preferred will be entitled to
the number of votes equal to the number of whole shares of common stock into which
preferred shares are convertible as of the record date. In addition, the affirmative vote of
holders of at least a majority of the outstanding shares of Series A Preferred is required for
the Company to authorize certain major corporate events.

}
-NOTE 8- SUBORDINATED LOANS - STOCKHOLDERS

The stockholders agreed to subordinate the right to receive principal and interest to the prior

payment or provision for payment in full against all claims of all present and future creditors of

the Company. The principal, $559,257, is due in full with interest at 8% per annum in June 2005.
"The subordinated borrowings are available in computing net capital under the SEC’s uniform net’

capital rule. To the extent that such borrowings are required for the Company’s contmued
‘ comphance with minimum net capital requirements, they may not be repaid.



FIREFLY CAPITAL, INC.
SUPPLEMENTARY SCHEDULES

FOR THE YEAR ENDED JUNE 30, 2003 .



FIREFLY CAPITAL, INC.
SCHEDULE I

. COMPUTATION OF AGGREGATE INDEBTEDNESS AND NET CAPITAL
PURSUANT TO RULE 15¢3-1

JUNE 30, 2003
Total ownershiﬁ equity from statement of financial condition § 267,675
A&d: Subordinated Loans =~ . $ 559,257
| Total nonallowable assets from statement of ﬁﬁancial 'éondition N - (268,112)
Net capital before haircuts on securities positions ‘ ’ 558,820
Haircuts on securities - o | o (4,455)
Net capital - | B | $ 554,365
- Aggregate indebtedness: | . .
Total A.L liabilities from statement of financial Qondition $ 202,645
Total aggregate indebtedness - $ 202,645
Pércéntage of aggrggate 'indebt‘edness to net capital o ‘ .36.6% :
Cémbutéti,on of bv'asic net capit“al requirement: | _ ‘
Minimum net capital required (6-2/3% of A.L) $ 13,510
Minimum dollar net éapital requiremen; of reponing broker or déavl‘er - $ 5,000
Net capital réquirement ~ | _ - $ 13,510
Excess net capital $ 540,855
Excess net capital at 1000% a _ | $ 534,101

There were no material differences between the audited and unaudited computation
of net capital.



SCHEDULE II
- FIREFLY CAPITAL, INC.

INFORMATION RELATING TO POSSESSION OR CONTROL
REQUIREMENTS UNDER RULE 15¢3-3

JUNE 30, 2003

The Company had no items reportable as customers’ fully paid securities: (1) not in the
Company’s possession or control as of the audit date (for which instructions to reduce to
possession or control had been issued as of the audit date) but for which the required action was
‘not taken by the Company within the time frames specified under Rule 15¢3-3 or (2) for which
instructions to reduce to possession or control had not been issued as of the audit date, excluding
items arising from “temporary lags which result from normal business operations” as permitted
" under Rule 15¢3-3. ‘ :



SCHEDULE III
FIREFLY CAPITAL, INC.
SCHEDULE OF SEGREGATION REQUIREMENTS AND FUNDS
- IN SEGREGATION FOR CUSTOMERS’ REGULATED
COMMODITY FUTURES AND OPTION ACCOUNTS
JUNE 30, 2003

The Company claims exemption from the segregation requirements of the Commodities Futures
Act since it has no commodity customers as the term is defined in Regulation 1.3(k).



SCHEDULE IV
FIREFLY CAPITAL, INC.

COMPUTATION FOR DETERMINATION OF _
RESERVE REQUIREMENTS FOR BROKER/DEALER UNDER
RULE 15¢3-3 OF THE SECURITIES EXCHANGE ACT OF 1934

JUNE 30, 2003

Firefly Capital Inc., is exempt from the reserve requirements of Rule 15¢3-3 as its transactions are -
limited, such that they do not handle customer funds or securities, accordingly, the computation
- for determination of reserve requirements pursuant to Rule 15¢3-3 and information relating to the
possession or control requirement pursuant to Rule 15¢3-3 are not applicable.



STEPHEN J. SUSSMAN
Cortifrodt oty Aecountant

12 PARMENTER ROAD LONDONDERRY, NM 03053 TEL. (603)437-1810
FAX (603) 437-3676

Independent Auditor’s Report on Internal
Control Structure Required by SEC Rule 17a-5

Board of Directors
Firefly Capital, Inc.

In planning and performing our audit of the financial statements and supplemental schedules of
Firefly Capital, Inc., (the Company) for the year ended June 30, 2003, 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 mternal 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 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 followmg

1. Making quarterly secuntles examinations, counts, verifications, and coniparisons
2. Recordation of differences required by rule 17a-13.

3. Cdmplying 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 preparation of financial statements in
conformity 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, 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 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 control activities for safeguarding securities, that we consider to be material
‘weakness 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 June 30, 2003 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
Regulation, 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 usedb;umynne other than these specified parties.

QL;Q

Stephen J. Sussman, PLLC
Certified Public Accountant
Londonderry, New Hampshire -
August 27, 2003 :

STEPHEN J. SUSSMAN



