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- OATH OR AFFIRMATION

1, Gary R. Purwin , swear (or affirm) that, to the best of
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& -(b) Statement of Financial Condition.

B (c) Statement of Income (Loss).

&l (d) Statement of Changes in Financial Condition.

B (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Propnetors Capxtal

3 (f) Statement of Changes in Liabilities Subordmated to Clalms of Creditors.
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(k) A Reconciliation between the audited.and unaudited Statements of F 1nanc1al Condition with respect to methods of
consolidation.
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(m) A copy of the SIPC Supplemental Report
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**For conditions af confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).




SPRING STREET PARTNERS, L.P.

Financial Statements and Supplemental Information
Pursuant to Rule 17a-5 of the
Securities Exchange Act of 1934

As of and for the year ended
December 31, 2003



1)

SPRING STREET PARTNERS, L.P.

Table of Contents

Independent Auditor’s Report
Financial Statements
Statement of Financial Condition
Statement of Operations
Statement of Changes in Partners’ Capital
Statement of Cash Flows
Notes to Financial Statements
Supplemental Information

Computation of Net Capital Pursuant to Rule 15¢3-1

Page(s)

6-9

10



William H. Ahrens

Certified Public Accountant

P
- CPAinCTand NY 200 East 66™ Street
New York, NY 10021

Independent Auditor’s Report

To the Partners of
Spring Street Partners, L.P.

I have audited the accompanying statement of financial condition of SPRING STREET
PARTNERS, L.P. (the “Partnership”) at December 31, 2003, and the related statements of
operations, changes in partners’ capital, and cash flows for the year then ended. These financial
statements are the responsibility of the Partnership’s General Partner. My responsibility is to
express an opinion on these financial statements based on my audit.

I conducted my audit in accordance with auditing standards generally accepted in the United

‘ States of America. Those standards require that I 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. I believe that my audit provides a reasonable basis for my opinion.

In my opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of SPRING STREET PARTNERS, L.P. as of December 31, 2003, 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.

My audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained on page 10 is presented by the Partnership 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 my opinion, is fairly stated in all material respects in relation to the
basic financial statements taken as a whole.

Ml f B

‘ William H. Ahrens, CPA
New York, NY
February 20, 2004
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SPRING STREET PARTNERS, L.P.

Statement of Financial Condition
December 31, 2003

ASSETS

Receivable from clearing broker

Securities owned, at market value

Interest and dividends receivable

Total assets

LIABILITIES and PARTNERS’ CAPITAL

Liabilities

Accounts payable, related party

Accounts payable, limited partner

Reverse conversion securities, at market value

Dividends payable

Partners’ capital

Total liabilities and partners’ capital

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

$ 164,932,026

5,657,940

144,775

$ 170,734,741

$ 5,572

24,000

161,728,386

1,398,465
163,156,423

7,578,318

$ 170,734,741



SPRING STREET PARTNERS, L.P.

Statement of Operations
For the year ended December 31, 2003

Revenues
Net realized and unrealized gain (loss) on:
Securities transactions
Conversion gains
Interest
Dividends

Total revenues

Expenses

Loss on investments in limited partnership, at fair value

Professional fees and other

Total expenses

Net income

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

§ 571,495
605,771
240,672

6,000

1,423,938

2,120
67,697

69.817

$1.354.121



SPRING STREET PARTNERS, L.P.

Statement of Changes in Partners’ Capital
For the year ended December 31, 2003

Partners’ capital, December 31, 2002

Contributions

Withdrawals

Net income

Partners’ capital, December 31, 2003

General Limited
Partner Partners Total
$ - $ 5,985,725 $ 5,985,725
- 993,472 093,472
- (755,000) (755,000)
- 1,354,121 1,354,121
$ - $7,578.318 $ 7,578,318
4

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



SPRING STREET PARTNERS, L.P.

Statement of Cash Flows
For the year ended December 31, 2003

Cash flows from operating activities:
Net income

(Increase) decrease in operating assets:
Receivable from clearing broker
Securities owned
Securities and other investments
Interest and dividends receivable

(Decrease) increase in operating liabilities:
Accounts payable, related party
Accounts payable, limited partner
Reverse conversion securities
Dividends payable

Net cash used in operating activities
Cash flows from financing activities:
Capital contributions
Capital withdrawals
Net cash provided by financing activities
Net change in cash

Cash, beginning of year

Cash, end of year

$

$ 1,354,121
(2,378,987)
(2,157,500)
216,838
(65,370) (3,030,898)
5,572
24,000
2,000,241
762,613 2,792,426
(238,472)
993,472
(755.000)
238,472
-0-
-0-
$___-0-

The accompanying notes are an integral part of these financial statements. 5
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SPRING STREET PARTNERS, L.P.

Notes to Financial Statements

NOTE 1:

ORGANIZATION

NOTE 2:

Spring Street Partners, L.P. (the “Partnership”), an [llinois limited partnership, is a
registered broker-dealer with the Securities and Exchange Commission (the “SEC”)
and a member of the National Association of Securities Dealers, Inc. (the “NASD”).
The Partnership specializes in hedged investment strategies, such as reverse
conversion transactions, merger arbitrage, options, futures and warrant arbitrage,
convertible bond arbitrage, and stock index arbitrage, although the Partnership will
also participate in other investment strategies. Spring Street Partners, Inc. (the
“General Partner”), an Illinois corporation, serves as the General Partner of the
Partnership. The Partnership does not carry securities accounts for customers or
perform custodial functions relating to customer securities and, accordingly, is
exempt from SEC Rule 15¢3-3.

SIGNIFICANT ACCOUNTING POLICIES

Accounting Developments

Effective January 1, 2001, the Partnership adopted FASB Statement No. 133,
“Accounting for Derivative Instruments and Hedging Activities,” and FASB No. 138,
“Accounting for Certain Derivatives Instruments and Certain Hedging Activities —
and Amendment of FASB No. 133,” (collectively known as “FAS 133”). FAS 133
requires that all derivative financial instruments be recognized in the financial
statements and measured at fair value regardless of the purpose or intent for holding
them. The implementation of FAS 133 does not have a material impact on these
financial statements.

Securities Transactions

Purchases and sales of securities owned, pledged to clearing broker and securities
sold, not yet purchased and the related revenues and expenses are recorded on a trade-
date basis. Substantially, all securities transactions are executed, cleared through, and
held in custody by one broker. This broker is a member of major securities exchanges.
The Partnership is subject to credit risk to the extent that this broker may be unable to
fulfill its obligations either to return the Partnership’s securities or repay amounts
owed to the Partnership for unsettled securities transactions or amounts maintained on
deposit.

Net gain (loss) on reverse conversion transactions, which includes realized and
unrealized gains and losses on the underlying securities and option components of
such transactions, are determined on a trade date basis with the counterparty and
recognized over the term of the transaction.



SPRING STREET PARTNERS, L.P.

Notes to Financial Statements (continued)

c.

Valuation

Securities listed on a national securities exchange are valued at their last sales price.
Securities that are not listed are valued at their last closing *“bid” price if held “long”
by the Partnership and last closing “asked” price if sold “short” by the Partnership.
Options listed on a national securities exchange are valued at their last closing “bid”
price if held “long” by the Partnership and last closing “asked” price if sold “short” by
the Partnership. Financial instruments whose market quotations are not readily
available are valued at fair value as determined by the General Partner, after
consideration of factors considered relevant, including quotations provided by market
makers.

Investments in limited partnerships are carried at fair value, which reflects the
Partnership’s share in the net assets of the underlying partnerships.

Reverse conversion securities transactions are carried at fair value, which is estimated
using market quotations for securities sold, but not yet purchased, intrinsic value,
which approximates fair market value for the embedded unlisted options and fair
market value for swaps.

Financial instruments are either carried at market or fair value, or at amounts that
approximate fair value.

Interest and Dividends

Interest income is recognized on the accrual basis. Dividend income and dividends on
securities sold, but not yet purchased, are recognized on the ex-dividend date.

Taxes

No provision for federal, state and local income taxes has been made, as partners are
individually responsible for taxes on their proportionate share of taxable income.

Use of Estimates

The preparation of financial statements in conformity with generally accepted
accounting principles requires the General Partner 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 and the reported amounts
of revenues and expenses during the reporting period. Actual results could differ from
those estimates.



SPRING STREET PARTNERS, L.P.

Notes to Financial Statements (continued)

NOTE 3:

FINANCIAL INSTRUMENTS

In the normal course of business, the Partnership trades various financial instruments
and enters into various financial transactions where the risk of potential loss due to
changes in the market (market risk) or failure of the other party to the transaction to
perform (credit risk) exceeds the related amounts recorded. These financial
instruments include securities sold, but not yet purchased, and written option
contracts.

The Partnership currently invests in a mid-term bond issued by the Commonwealth of
Australia. The Partnership is subject to foreign currency fluctuation risk for the net
Australian Dollar investment at any time. During the year ended December 31, 2003,
the Partnership had gains on its net Australian Dollar investment of $399,487. Its net
mvestment in Australian Dollars as of December 31, 2003, was $77,175.

Securities sold, but not yet purchased, represent obligations of the Partnership to
deliver specified securities at contracted prices and thereby create a liability to
repurchase the securities at prevailing future market prices. Accordingly, these
transactions result in oft-balance-sheet risk, as the Partnership’s ultimate obligation to
satisfy the sale of securities sold, but not yet purchased, may exceed the amount
recognized in the financial statements.

Financial futures contracts are traded on national exchanges. They provide for the
delayed delivery of securities or money-market instruments for which the
counterparty agrees to make or take delivery at a specified future date for a specified
future price or yield. These contracts contain off-balance-sheet market risk since the
value of the contracts is directly influenced by changes in market prices of underlying
instruments. There were no futures contracts open at December 31, 2003.

Exchange traded options allow the holder of the option to buy or sell specified
securities at the holder’s option. As a writer of exchange listed options, the
Partnership receives a premium in exchange for bearing the risk of unfavorable
changes in the price of the securities underlying the option. Accordingly, these
transactions result in off-balance-sheet risk as the Partnership may be committed to
purchase or sell securities at a future date at prevailing market prices. There were no
options open at December 31, 2003.

The Partnership engages in reverse conversion transactions, which is a form of
arbitrage in which the sale of stock is hedged with the purchase of an unlisted call
option and the sale of an unlisted put option, each generally with identical strike
prices and expiration dates, which creates the equivalent of an offsetting securities
position. The Partnership is subject to market risk to the extent of unfavorable
changes in the dividends on the underlying securities sold, but not yet purchased.
Additionally, certain cash flows related to these transactions are subject to a swap
agreement versus certain fixed payments.
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SPRING STREET PARTNERS, L.P.

Notes to Financial Statements (continued)

NOTE 4:

The Partnership attempts to minimize its exposure to market and credit risk through
the use of various strategies and credit monitoring techniques. For reverse conversion
transactions, market and credit risk is minimized by entering into such transactions
only with securities with a history of consistent dividends and with the clearing broker
as the sole counterparty.

PARTNERSHIP TERMS

NOTE 5:

Under the terms of the limited partnership agreement, net profits and losses are
allocated among the partners in accordance with the partnership agreement.

A company wholly owned by the sole shareholder of the General Partner provides

administrative and support services. During the year ended December 31, 2003,
$5,000 was charged for these services.

NET CAPITAL REQUIREMENT

NOTE 6:

As a registered broker-dealer, the Partnership is subject to the SEC’s net capital rule.
The Partnership computes its net capital under the aggregate indebtedness method,
which requires the maintenance of minimum net capital equal to $100,000 or 6 2/3%
of aggregate indebtedness, as defined, whichever is greater. At December 31, 2003,
the Partnership had net capital of $5,403,917, which exceeded its minimum net
capital requirement of $100,000 by $5,303,917, and its ratio of aggregate
indebtedness to net capital was .26 to 1.

RESERVE AND POSSESSION OR CONTROL REQUIREMENTS

NOTE 7:

The Partnership does not carry securities accounts for customers or perform custodial
functions relating to customer securities and, accordingly, is exempt from SEC Rule
15¢3-3.

SUBSEQUENT EVENT

For the month ending January 31, 2004, withdrawals made were $25,000.



SPRING STREET PARTNERS, L.P.

Computation of Net Capital Pursuant to Rule 15¢3-1

December 31, 2003

Net capital
Total partners’ capital $ 7,578,318
Less: Commodities charges (141,750)
Other deductions (15.000)
Net capital before haircuts on
securities positions 7,421,568
Haircuts on securities positions
Debt securities 192,819
Reverse conversion securities 1,809,366

Foreign denominations

15,466

Net capital 5,403,917
Less, Minimum net capital requirement 100,000
Excess net capital $5,303,917

Aggregate indebtedness
Accounts payable, related party 5,572
Accounts payable, limited partner 24,000
Dividends payable 1,398.465
$1.428.037
Ratio of aggregate indebtedness to net capital 26:1

Statement Pursuant to Paragraph (d)(4) of Rule 17a-5

There are no material differences between this computation of net capital and the corresponding
computation prepared by the Partnership for inclusion in its unaudited Part IIA FOCUS Report as
of December 31, 2003.

10



William H. Ahrens

Certified Public Accountant

CPA in CT and NY 200 East 66" Street
New York, NY 10021

Independent Auditor’s Report

To the Partners of
Spring Street Partners, L.P.

In planning and performing my audit of the financial statements of Spring Street Partners, L.P.
for the year ended December 31, 2003, I considered its internal control, including control
activities for safeguarding securities, in order to determine my auditing procedures for the
purpose of expressing my 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 (SEC), I have
made a study of the practices and procedures followed by Spring Street Partners, L.P., including
tests of such practices and procedures that I considered relevant to the objectives stated in rule
17a-5(g)(1) 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 Spring Street Partners, L.P. does not carry securities accounts for customers or perform
custodial functions relating to customer securities, I did not review the practices and procedures
followed by Spring Street Partners, L.P. in any of the foilowing:

1. Making quarterly securities examinations, counts, verifications, and comparisons
. Recording 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 Partnership 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 Partnership 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 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.

My 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, I noted no matters involving internal
control, including control activities for safeguarding securities, that I consider to be material
weaknesses as defined above.

I 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 my study, I believe that the
Partnership’s practices and procedures were adequate at December 31, 2003, to meet the SEC’s
objectives.

This report is intended solely for the information and use of the Partners, 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.

William H. Ahrens, CPA
New York, NY
February 20, 2004



