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I, :
best of my knowledge and belief the accompanying flnancml statement and supporting schedules peraining to the firm of

OATH OR AFFIRMATION

Gerald Finegold

, Swear (or affirm) that, to the

——Quantum. Trading-Corp ' . as of

March 31. ¥8_2003are true and correct, [ further swear (or affirm) that neithes the company

nor any partner, proprietor, principal officer or director has any proprietary interest in any account classified soley as that of
a customer, except as follows:

.. = Notary Public, Fulton County,
Ut T Georgia Mﬁmmm
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NG -Trading Partners

My Commission Expires
Apnl 2004

President
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Notary Puble

Thu report*® contains (check all apphcab!c boxes):
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*“>For condiiions of confidential treaiment of ceriain portions of this filing, see section 240.17a-Sfe)3). /

. (h) Camputation far Determination of Reserve Requirements Pursuant (o Rule [5¢3-3,

(a) Facing page.

{b) Sratement of Financial Condition,

fc) Statement of Income (Laoss).

(d) Statement of Changes in Financial Condition.

{e} Statement of Changes in Stockholders' Equity or Partners’ - Sole Proprietor’s Capita).
() Statement.of Changes in Liahilities Subordinated ta Claim. of Creditars.

{g) Compulation of Net Capital

(i) Informarion Relating to the Possession or control Requirements Under Rule 15¢3.3.

() A Recanciliation, including appropriate explanation, of the Compuiation of Net Capital Under Rule 15¢3-) and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢1-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to melhods of con.
solidation.

(l) An Qath or Affirmation.
{m) A copy of the SIPC Supplemental Report.
(n) A repon describing any material inadequacies found to exist or found to have existed since the date of the previous audit.
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HERBERT MILLER |
- CERTIFIED PUBLIC ACCOUNTANT

2996 GRANDVIEW AVENUE SUITE 300 -
ATLANTA, GEORGIA 30305 ‘

) Independent Accountant’s Audit Report '

To the Stockholders and Board of Dlrectors
~ Quantum Trading Corporatlon 4

Atlanta, Georgia

I have audited the accompanymg statement of ﬁnanc1al condition of Quantum Trading

“Corporation as of March 31, 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 My respon51b1hty is to express an oplmon

_on these ﬁnanc1al statements based on our audlt

[ conducted my audit in accordance with audltmg 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 ihcludes examining, on a test basis, evidence supporting the

amounts and disclosures in the financial statements. An audit also includes assessing the -
accounting principles uséd and significant estimates made by management, as well as -
evaluating the overall financial statement presentation. I beheve that my audit prov1des a’

reasonable basm for our opmton

o In my cpinion', the ﬁnancial statements referred to above present fairly, in all material

respects, the financial position of Quantum Trading Corporation at March 31,"2003, and
the results of operations and 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 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

Act0of 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

- majerial respects in relation to the basic financial statements taken as a whole.

.

May 28, 2003

404-26 1-1955 FAX 404-261-2393



‘ QUANTUM TRADING'CORPORATION- ”

: STATEMENT OF FINANCIAL CONDITION
| 3 MARCH 31,2003

: Assets

Q Cash'and cash equivalents ‘

Commissions receivable - _

Property and equipment; at cost, less. accumulated .
depreciation.of $41, 380 |

Other assets

Liabilities and Stockholders’ Equity -

- Accounts payable

Deferred income taxes (Note 4)
Stockholders’ equity (Note 6):
Common stock, voting, no par value, 500, 000 shares
. authorized, 100 000 shares issued and outstanding
Common stock, non voting, no par value, 500,000 shares .
" authorized, none issued or outstandmg '

- Preferred stock, no par value, 500 000 shares authorlzed

* none issued or outstanding
Retained earnings '

'$247,014

8,306

55,255 -
45300

355.875 o

85,516
13,500

10,000

246.859
256,859

- $355.875

The acco‘nipanjring notes are an integral part of these financial statements.



QUANTUM TRADING CORPORATION ‘

STATEMENTS OF INCOME AND RETAINED EARNINGS

Revenues:
- Commissions

“Interest
Rent
Other

Expenses: =~
Clearing charges
Commissions -
Management fees

FOR THE YEAR ENDED MARCH 31 2003

Occupancy and equlpment rental o

Depreciation

- Software services
_ Other

Incbmé_ before ‘incorhé tag(es'
Income‘v_t_ax _expen‘sé (N_dte 4y .-
Net income |
ReIained e_arn'ings,‘beginm"hg .

Retained earnings, ending

 $2280913

6,405
428,681
12.587

2,728,586 .

226,085
436,415
750,000
459,227

22,410

450,000
373.021

2.717.158 -~

11,428

'2.538

8890

237.969 -

$ 246859

- The accompanying notes are an integral part of these financial statements.
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QUANTUM TRADING CORPORATION '

STATEMENTS OF CASH FLOWS

" FOR THE YEARS NENDED MARCH 31,2003

Cash flows from operatmg act1v1t1es
Net income - ~
Ad_]ustments to- reconcﬂe net income to, net cash

provided by operating activities:
- Depreciation and amortization
Loss'on dlsposal of equlpment
Decrease in: o
Commissions recelvable
Due from affiliates
Other assets -
Accounts payable
Due to stockholders -

‘Net cash prov1ded by operatmg act1v1t1es |
‘Cash at beginnmg of year

Cash at end of year

| Supplem‘ental disclosures:

~ No income taxes or interest paid.

'$ 8,890 .
22,410

9,019
1.951
1378

10,308 - - -
- (39:180)

14774
1232240

$ 247014 .

- The accompanying notes are an integral part of these financial st’atements.’
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1.

- of customers could be readily replaced:

"QUANTUM TRADING CORPORATION
NOTES TO FINANCIAL STATEMENTS'
MARCH 31 2003

History and nature of operations

Quantum Trading Corporation (“The C'Ompany”) was incorpo'rated :in,Georgia on June 7, 1995.
The Company is a registered. securities broker-dealer. The Company operates: as an initiating

. broker-dealer that clears security transactions through an mdependent clearing broker-dealer. The
Company is a member of the. National Association of Securities Dealers, a self-regulatory”

organization, and is also regulated by the Securities and Exchange Commrssron and the states

’ where itis registered to conduct busrness

Summarv of signiﬁcant accou‘nti-ng policies -

‘This summary of significant accounting policies is presented to assist the user in understanding the
-accompanying financial statements ‘The financial statements and notes are representations of the

Company’s management, which is respon31ble for their integrity and object1v1ty These accountmg
policies conform to generally accepted pr1nc1ples of accountmg :

The preparat’ion of ﬁnancial statements in c0nformity with generally accepted principles of

~ accounting requires management to make estimates and ~assumptions that . affect the reported

amounts of assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expense during the reporting perlod Actual results could differ from those estrmates

‘Cash and cash equivalents

The Company considers all ShOrt-term'debt securities purchased with maturity of three months or
less to be cash equivalents.’ ‘The carrying value approximates fair value due to the short-term
maturity of these financial instruments. The Company’s cash and cash equivalents are FDIC
insured bank accounts and SPIC insured brokerage accounts up-to the legal limits. At March 31
2003 the bank accounts had $33 000 in excess of the.FDIC 1nsured limit.

Reven‘ue recogmtron and COI’lCCI‘ltI‘athl’lS

Customers’ secur1t1es transactlons are recorded ona settlement date basrs with related commission
income and expenses recorded on a trade date basis. The-Company clears all of its securities

) transactlons through an independent broker- dealer There are a number of alternate broker-dealers -

available to the Company 10 clear its securrties transactrons

At March 31, 2003 the Company had approxrmately eleven customers: The Company believes the
universe of potential customers is s1gn1ﬁcantly greater than the current customer base and any loss
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QUANTUM TRADIN G CORPORATION
NOTF S TO F INANCIAL STATEMENTS

MARCH 3 I, 20()3

2. Summary of signlﬁcantaccountirgpoliC'ies  (continued)

Depreciation and amortization

The Company S equrpment is deprec1ated over five years using primarily the stralght line method.
Organrzatron costs are amortrzed usrng the stralght line method overa ﬁve -year life.

Income taxes

For income tax reporting, the Company recogmzes deprecratron sooner than for ﬁnanc1al reporting.
As a result, the basis of property-and equipment for financial reporting exceeds its tax basis by the
cumulative amount that- accelerated depreciation exceeds straight-line depreciation. Deferred
income taxes, when applicable, are recorded for the excess; which will be taxable in future periods

through reduced deprecratron deductrons for tax purposes

Statement of Cash Flows

For the purpose of the Statements of Cash Flows the Company has defined cash equrvalents as

highly liquid investments, with orrgmal maturrtres of less than nrnety days that are not held for sale
in the ordrnary course of busmess R : :

. Related ‘Party Transactions

The Company.rents office’ space to, pays commrss1ons to and purchases services from stockholders

and partnerships owned by them. During the year eénded March 31, 2003 the Company paid to

related parties commissions of $436,415, management fees of $7f5v0 000, software service fees of .
$450,000 and received rental.payments of $428,680 and commissions of $20,160 from related

~ entities. The Company repaid loans from shareholders of $39,180 and collected $1,951 from an

affiliate,

. Income Taxes

The income. tax expense. consists of current $738 of state income tax'es'and $1,800 of Federal R
income taxes, both of which are currently payable The deferred tax liability at March 31, 2003 of‘

-$13,500 results from the use of accelerated methods of deprecratron for tax purposes

. Commitments and Contrnggrcres :

The Company’s office space is occupied under the terms;of a non-cancelable lease that expires
September 30, 2005. Rent expense was $459,227 for 2003. A portion of the office space is



QUANTUM TRADING CORPORATION
NOTES TO FINANCIAL STATEMENTS

MARCH 31 2003

: vsubleased to. related entities. On May 19, 2003 the Landlord notified the Company that it was

terminating the lease for fa1lure to pay the May monthly rent of $38,268. The Landlord received a
check for the rent on May 20, 2003. As of May 27, 2003 the check has not cleared the Company’s
bank account. On May 27,2003 the Company s legal counsel responded to the Landlord and stated

: that the lease is in fall force and effeet

Minimum rental and common area maintenanee charges, exclusive of subleases are:

" Year Ending . Amount
2004 - 0 T 471,834
2005 N 486,072

2006 246.650
»Toan - i;;gg;;;g N

The Company subleases to related partres 95% of the ofﬁee space under operating leases that explre

-on September 30, 2005, The leases may be cancelled by the tenants upon giving two months
* written notice. The lease agreements prov1de for a specnﬁc monthly payment plus reimbursement of

increases in certain operating expenses. The following is a summary of minimum future rentals ‘
exclusive of reimbursement for inereases in certain operating expenses, under operating leases:

Year Endmg ‘V A "._A.mount. |
2004 448242
2005 . 461,768 -

2006 . 234318

- Total .~~~ §12‘144E328

A lawsuit regarding a rental commission drspute has been filed agamst the Company The lawsuit
request actual damages of $125,000 and punitive damages of $1,500,000. Management believes
the lawsuit is without merit and is v1gorously contesting this lawsuit and believes the likelihood of
any loss is remote. ‘Therefore, management believes the ultimate disposition of the lawsuit will not
have a material impact on the Company’s ﬁnancral posrtron results of operations, or cash flows in

future years..

. Net Capital Requirem‘ents

The Company is sub)ect to the Securities and Exchange Commission Unrform Net Capltal Rul
(rule 15¢-1), which requires the mainténance of minimum net capltal and requires that the ratio of



- aggregate 1ndebtedness to net- cap1ta1 both as deﬁned shall not exceed 15 to 1. At March 31,
" 2003, the Company. had net capltal of $167,626, which was $161,025 in excess of its requ1red net

cap1tal of $6, 601 The Company S aggregate mdebtedness to net cap1ta1 ratio was 59 to 1.
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lndependent Accountant S Report on Internal Control Structure Requrred
‘ By SEC Rule:17a-5

To the Stockholders and Board of D1rectors

. Quantum Tradmg Corp.

In planning and performrng our audit of the ﬁnancral statements of Quantum Tradmg Corp for the year
ended March 31, 2003, we considered its internal control _structure, including procedures for
safeguardrng securities, in order to determine our auditing ‘procedures for the purpose of expressing our

‘opinion on the ﬁnancral statements and not to provrde assurance on the internal control structure.

Also as requ1red by rule 17a-5(g)(l) of the Securmes Exchange Commlss1on (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 mdebtedness (or aggregate debrts) 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- rev1ew the pract1ces and procedures followed by the Company in any of the

~ following:

1.. Making quarterly securities exammation‘s, counts, verifications, and-comparisons -
2. Rec'ordation of differences.required by rule 1 7a:13

| Complymg with the requ1rements for prompt payment for securities under Section 8 of
Federal Reserve Regulatron T of the Board of Govemors of the Federal Reserve System

)

The management of the Company is responsible for estabhshmg and maintaining an internal control
structure and the practices and procedures referred to in the precedrng paragraph. In fulfilling this
responsibility, estimates and judgements by management are required to assess the expected benefits
and related costs of internal control structure pol1c1es and procedures and practices and procedures
referred to in the preceding paragraph and to assess whether those practices and procedures can be
expected ‘to achieve the Commission’s above mentioned objectives. Two of the objectives of an
internal control structure 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 w1th
; management S authonzatron and recorded properly to-permit preparatron of ﬁnanc1al statements in -



|

conformrty with generally accepted accountmg prrncrples Rule 17a—5(g) lrsts addrtronal ob]ectlves of
the practrces and procedures hsted in the precedmg paragraph

. Because of 1nherent hmrtatrons in any 1nternal control structure or the practrces and procedures referred
to above, errors or irregularities may occur and not be detected. Also, projection of an evaluation of .
. them to future periods is subject to risk that they may become inadequate because of changes in

conditions or that the effectrveness of the1r desrgn and operat1on may deteriorate.

Our consideration of . the 1nternal control structure would riot necessarrly dlsclose all matters in the

_internal control structure that might be material .weaknesses under standards established by the

American Institute of Certified Public Accountants A materral weakness is a condition in which the

" design or operation of the. specrﬁc internal control structure elements does not reduce to a relatively

low level the risk that errors or 1rregu1ar1t1es in-amounts that would be material in relation to the

financial statements being audited may occur and not be detected within a trmely period by employees .
in the normal course-of performmg their assrgned functions. However, we noted no matters 1nvolv1ng o
the rntemal control structure, including procedures for safeguardrng securrtres that we consider to be
material weaknesses as- deﬁned above ‘ : ‘

We understand that practrces and procedures that accomphsh the objectrves referred to in the second '

paragraph of this report are considered by the Commission to be adequate for its purposés:in |

accordance with the Sécurities Exchange Act of 1934 and related regulations, and that practices and

procedures that do not accomphsh such objectrves in . all material respects indicate a material ©
“inadequacy for such purposes. Based on this understariding and on our study, we believe that the . "~

Company’s practices and procedures were adequate at March 31, 2002 to meet the Commrssmn s
objectives. - c '

This report. is. 1ntended solely for the use of management the Securrtres and Exchange Commission, |
and other regulatory agencies, which rely on Rule 17a- 5(g) under the Securities act of 1934 and should
not be used for any other purpose.

10



Quantum Tradmg Corporatlon '
Computatlon of Net Capltal Under Rule 15¢3- 1 of the N
‘ Securltles and Exchange Commission
- As of March 31, 2003

" Schedule I
NET CAPITAL - . o o ,
- Total stockholders’ equity o o - $.256.859
Total stockholders equlty quahﬁed for net capltal : . 256,859
~ ADD: o c T o
Deferred income taxes . B o B 13,500
- Total capital and allowable subordrnated 11ab111t1es 270,359
Deductions and/or charges L ' o
‘Non-allowable assets - S o . :
~ Property and equlpment IR - o 55,255
Otherassets c e T o L 45300 - -
oo e . P : 100,555
Net capital before haircuts on securities position L " 169,804
~ Haircuts on securities: } - o . ' _
- Clearance account o R S 2.178
| Netcapital - T 8 167,626
AGGREGATE INDEBTEDNESS o S ‘ o
'~ Jtems included in statement of ﬁnan01aI condrtron . : : -
Accounts payable B o : D 85,517
Deferred income taxes : S S : 13,500
- Total aggregate 1ndebtedness - . . - $.99.017 .
COMPUTATION OF BASIC NET CAPITAL - S
' Minimum net capital requrred o o | . 8 6,601
- Exces's‘net capital at 1500% o f o : " $161.025
© Excessnctcapital at1000% TR o $157704
Ratio: Aggregate 1ndebtedness to net capltal ‘ o ) " __.59%t01 "
RECONCILIATION WITH COMPANY'S COMPUTATION
' Net capital, as reported in Company s Part I (unaudrted) - :
FOCUS report PR - : ’ - - $ 157.724
» Net caprtaI R | S o $ 157.724 -

1l



